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Private Provision of Infrastructure Services Workshop

COURSE OUTLINE: July 23-25. 1996 <Morocco>

Private Participation in Infrastructure (PPD: Principles and Techniques - Level II Workshop

Workshop Objectives:

The workshop aims to improve participants' ability to effectively evaluate private-public partnerships in
infrastructure sectors specifically in urban services and transport. The course topics include: a)
overview ojentry conditions and the transaction cycle; b) assessing projectjeasibility; c) sources oj
financing and risk mitigation; d) the bid tendering process; and e) analyzing concession contracts. The
course will also discuss sectoral strategies for introducing private participation in Morocco, specifically
in the transport sector. This workshop expands on the topics discussed in the PPI workshop delivered in
March 1996.

Teaching Approach:

The workshop will use a mix of lectures, case studies and computer simulations to analyze PPI design
and implementation issues.

Length: 3 Days

Participants: Ministry ofPrivatization officials, Sectoral Ministry officials

ASSIGNMENT FOR DAY 1: MEXICO TOLL ROAD CASE STUDY - To be given to participants
prior to course

DAY 1

09:00-09: 15 INTRODUCTION TO COURSE TOPICS AND METHODOLOGY

MODULE 1: OVERVIEW OF PPI

Objective: To provide a review ofkey lessons from the PPI - Level I course, emphasizing the process
and players involved in private participation in infrastructure.

09:15-10:30 MEXICO TOLL ROAD CASE STUDY: PLENARY SESSION

10:30-10:45 BREAK

July 17,1996 Price Waterhouse LLP
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Private Provision of Infrastructure Services Workshop

MODULE 5: TENDER AND BIDDING PROCESS

Objective: Familiarize participants with optimal methods ofstructuring the bid tendering process,
given the government's project and sectoral objectives.

16:15-17:45 PRESENTATION: THE BID TENDERING PROCESS
.. Overview of the process
.. Options for structuring bids
.. Criteria for award

DAY 3

MODULE 6: ANATOMY OF A CONCESSION AGREEMENT

Objective: To introduce participants to key elements of concession agreements which bind public and
private parties and provide the basis for project execution.

09:00-10:45 PRESENTATION: KEY OBJECTIVES AND ELEMENTS OF A CONCESSION
AGREEMENT

10:45-11:00 BREAK

11:00-13:00 CASE STUDY: WATER CONCESSION

13:00-14:15 LUNCH

MODULE 7: ROLE OF REGULATORY BODIES

14:15-15:00 PRESENTATION: ROLE AND STRUCTURE OF REGULATORY BODIES

MODULE 8: SECTORAL STRATEGIES FOR PPI IN MOROCCO

Objective: Discuss PPloptions in Morocco for municipal services and transport sectors based on
1995 World Bank report.

15:00-16:15 PRESENTATION: PPI OPTIONS IN MOROCCO - TRANSPORT SECTOR

.. Toll roads, airports, rail, ports

16:15-16:30 BREAK

16:30-17:30 PRESENTATION: PPI OPTIONS IN MOROCCO - MUNICIPAL SERVICES
.. Water and electricity distribution, urban services

July 17,1996 Price Waterhouse LLP
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SPEAKERS

Private Paricipation in Infrastructure:
Principles and Techniques - Level II

Marc Flynn - Price Waterhouse

Mr. Flynn has over 10 years ofbusiness experience. He has been involved in several training
activities in Central and Eastern Europe over the past three years, two ofwhich were based in
the Czech Republic. He has also been involved in all aspects of training including the design,
development and delivery of training programs related to privatization and restructuring.

Michel Lecerf - Price Waterhouse

Mr. Lecerfis a lawyer with the Cour de Paris and is also the Director ofLegal Services ofPrice
Waterhouse in France and Francophone Africa. In Morocco, he has been in charge of a study
for mining development on behalf of the Minstry ofEngergy and Mines since 1995. He is also
actively involved in a number of projects in Gabon, the Congo, Guinea-Bissau, Cameroon and
Guinea related to infrastructure privatization and sector restructuring.

Daniel Roth - Price Waterhouse

Mr. Roth has 5 years ofwork and educational experience in the planning, financial and
economic analysis of, and traffic forecasting for transportation systems. His experience spans
all modes offreight and passenger transportation, with a focused expertise in intercity
passenger rail and multi-modal urban transportation.



A Profile of PPI Worldwide

Private Participation in Infrastructure
Number of Projects by Region (1984-1994)

2
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OVERVIEW OF PPI OPTIONS
AND TRANSACTION CYCLE

MODULE 1

-
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Genesis ofPPI:Forces of Change

• Fiscal constraints

• Productivity slowdown

• Technological change and innovation

• Infrastructure competitiveness (e.g., Asia)

• Environmental concerns and resource scarcity
"'.'

• Expanding capital markets

Price Waterhouse u.P 4
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Private Participation in Infrastructure
Actual Projects by Sector (1984-1994)
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Ll Benefits of PPI

• Efficiency benefits
• cost savings
• competitive discipline

- less scope for government (subsidies)
• access to expertise & resources

• Fiscal benefits
• access to private finance
• restructuring government liabilities

• Capital Markets Development
• inflows of new capital

Price Waterhouse ILP 5

Spectrum of PPI Techniques

Public ~ Private

New Investments I
I I I I I rom I I
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Privatization

Full
Service Management IOovenunent L.... Concession part1al/FUll

Owneuhip
Con_to Contraeto DivemlUte

Price Waterhouse LLP 6
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Options for PPI

Option Ownership Financing

Service Contract

Mgmt. Contract

Lease

Concession

BOT

BOO/Full Divest.

Price Waterhouse lLP

Options for PPI

l (Allocation of Risk and Investment)
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Factors Affecting Entry Conditions (cont'd.)

Macro-Economic/Political Situation

• Political environment

• Political consensus on role of the private sector

• Economic growth

• Inflation

• Exchange rate/Currency risk

Price Waterhouse LLP 10
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Factors Affecting Entry Conditions

Price Waterhouse LLP 9



~ Factors Affecting Entry Conditions (cont'd.)

FinancialMarkets

· Availability of loan capital (short and long tenn)

· Depth of equity/debt markets

· Breadth of equity/debt markets

· Secondary markets
- liquidity
- transparency
- speed/cost of transactions
- insider trading

· Disclosure

· Securities commissions/regulation
- level of enforcement
- shareholder rights

Price Waterhouse LLP 11

Factors Affecting Entry Conditions (cont'd.)

Regulatory/LegalEnvironment

'" Legislation permitting presence ofprivate
sector/ownership in infrastructure service

'" Judicial system

'" Commercial laws

'" Existing and proposed industry regulatory structure

Price Waterhouse LLP 12
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Factors Affecting Entry Conditions (cont'd.)

New Role of Participants

• Government - Public Managers
» From direct providers/producers to

regulators/contract managers/providers oflast resort

• Private Sector
» From operator to investor/operator

Price Waterhouse lLP 14
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Industry Structure

• Size of the market and projected growth

• Level of existing competition in the market

• Threat of future competition

• Exit provisions

• Suppliers

Price Waterhouse lLP 13
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Overview: The Transaction Cycle

• Make policy decisions and select transaction type

• Confmn fmancial, institutional, technical, political feasibility

• Bidding and evaluation process
- background

- structure

- evaluation

• Negotiations and completion of transaction

• Monitor and enforce terms

Price Waterhouse ILP 15

Policy Decisions

• Sector structure - vertical integration or unbundling services

• Transaction structure - mode of PPI

• Extent of foreign involvementllocal content

• Regulation and rate structure

• Building support of stakeholders (government, labor, existing,
provider, public)

Price Waterhouse ILP 16
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Policy Decision and Type

• Management contracts, leasing, concession

• Greenfield: BOO/BOT, licensing

• Outright privatization: Private placement
(strategic investor), Initial Public Offering
(IPO)

Price Waterhouse LLP 17

Project Feasibility

. Experts evaluate project's feasibility:
» service needs and perfonnance targets
» cost recovery at various tariff levels
» self-fInancing ofinvestments
» effectiveness ofbilling and collection
)} institutional capability to implement and oversee
)} cultural fIt and political acceptability
)} evaluateassets
)} pre-privatization operationallfmancial restructuring
}) valuation ofassets
}) government ownership stake

• Confidence Building

Price Waterhouse LLP 18



Preparation ofBidding Documents

.. Bidding documents should include:

- perfonnance targets
- model contracts and agreements

- existing regulatory framework / planned frameworks

- existing tariffsystem

- evaluation / award methodology

» qualification standards

» evaluation criteria

» participants

Need for Transparency in the Bidding Process

• Favor all bid to same transaction - "best" bidder wins
- What constitutes "best?"
- Is cost the major factor?

• Ample due diligence opportunities

• Involvement of financial advisors

• Pre-qualify major players only ?
- Sensitivity regarding domestic players
- Project scale as differentiator

• Clearly articulated evaluation parameters

Price Waterhouse UP 19

~
i

I
I
I
I
I
I
I
I
I

i

I
I
I
I

~
I
I

I
~

20Price Waterhouse UP



n Bid Evaluation and Award

• Technical Responsiveness
- responsiveness to service quality and investment targets

• Financial Responsiveness
- tariff rate to meet above technical targets
- feasibility of fmancing package (debt service capability,

access to investment capital)
- risk mitigation

Price Waterhouse ILP 21
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Post-Award Negotiations

• Issues which may need to be resolved through
negotiation:

- tariff revision procedure

- regulatory and legal framework

- environmental liabilities

- labor issues (e.g., fmancing ofdisplacement)

- exit issues and tennination ofcontract

Price Waterhouse ILP 22



Managing the Transfer

• Capacity building ofnew institutions (e.g., regulatory entity)

• Creating a temporary custodian for non-transferred assets

• Transfer ofassets (private placement, IPO)

• Training, outplacement and voluntary retirement programs for labor
redundancies

• Managing major construction activities

• Implementing new management systems I customer relations systems

~'. "',

Price Waterhouse LLP 23

, Monitor and Enforce Terms

• Regulatory structure
• Performance-based
• Financial terms
• Periodic reporting
• Required divestiture
• Transfer to government (BOTs)

Price Waterhouse LLP 24
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Government Expectation of Concession
Managers

• Well established track record

• Competence, with a wide range of skills

• Long-term commitment through local
presence

• Financial strength

• Realistic expectations on pricing

• Flexible approach

• Risk takers

Price Waterhouse LLP 25

Concession Developer's Expectation of
Government

• Equitable and enforceable legal framework

• Stable political system

• Reasonable credit enhancements

• Positive economic factors

• Profit remittance

• Exclusivity of supply

• Definable cost ofconcession award

• Clear compensation terms under termination

Price Waterhouse LLP 26
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If a balance between the interests is achieved, then a concession
will be assured.
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ECONOMIC AND FINANCIAL
TOOLS FOR ASSESSING
PROJECT FEASIBILITY

MODULE 2

8
Price Waterhouse LLP 1
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• What is project fmance?

• Economic and financial feasibility

• Tools for fmancial analysis

• The fmancial model

• Information requirements for investors

Price Waterhouse LLP 2
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What is Project Finance?

• A financing of a particular economic unit in
which lenders and/or investors are satisfied
to look
- initially to the cash flows and earnings of that

economic unit as the source of debt repayment,
and

- to the assets of the economic unit as collateral

Price Waterhouse LLP 3

Project Financing: Why?

• Policy refOln1, investment needs and entrepreneurship increase
demand for private-sector participation in infrastructure

'" Local capital markets in developing countries unable to fmance
expansions or greenfield sites

• Increased need for portfolio and foreign direct investment

• International construction conglomerates and utility companies
seek high yield investments abroad

""".-

Price Waterhouse UP 4
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L Economic Feasibility Analysis
~---~

• On the basis of cash flow projects, it must be seen that sufficient
cash will be generated by the project to pay for:

- all operating expenses

- debt service

- taxes

- royalties and other expenses (with an ample cushion for
contingencies such as changes in exchange and interest rates,
taxes, inflation and market demand)

- and leave sufficient surplus for the project company to meet
its for return on equity.

Feasibility Assessment

• extent and certainty of reserves (e.g. in extraction projects)

· likely throughput (e.g. in pipeline or tolling/processing projects)

· likely passenger or traffic flows

• costs of acquiring project site, construction and development

• availability and cost of services to project site (e.g., in energy, water,
transportation and communication projects)

• access to suppliers of raw materials, either domestically or by
importing; whether there are tariff or foreign exchange barrier to
imports

Price Waterhouse LLP 6
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Financial Feasibility Analysis

• Calculate debt service coverage and compare to investor requirements
- rule of thumb: 1.5 coverage, depending on riskiness ofproject

• Calculate internal rate of return and compare to return on alternative
investments ofsimilar risk.
- required equity returns may vary anywhere from 15% to 40% depending on risk

to equity investors.

• Perform sensitivity analysis on key variables.
- initial capital expenditures
- means and cost of fmancing
- ridership and user charges
- ancillary revenues

• Analyze sensititivity offeasibility (i.e. ability to achieve adequate
coverage ratios and IRR to changes in key variables.)

I
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8Price Waterhouse LLP

Feasibility Assessment (cont.'d)

• existence of accessible markets - domestic and/or foreign - for the
product or service and demand within those markets

• availability of necessmy technology, management personnel and labor

• availability and transferability of operating licenses and other official
permits

• projections of costs and returns, based on assumption as to interest
rates, exchange rates, inflation, taxes, delays and other contingencies

• existence of any potential for added value (e.g., property development
or by-product sales)

• availability of insurance against project and country risks

Price Waterhouse LLP 7
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Conducting a feasibility study

• Example: Revenue and Ridership Forecasts
- identify goal of the government

» maximizing revenue vs. increased mobility

- public mobility: set fares to maximize ridership

- fare elasticity for the market!competition

- diversion factors of other modes

- total travel in the region

Price Waterhouse LLP 10
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Financial Feasibility

Are project
cash flows
sufficient to
attract
financing to
the project?

Price Waterhouse LLP

Risk and
expected return
ofproject
compared to
alternative
investments.

9



Conducting a feasibility study

• Example: Ridership and revenue forecasts

Total IHistorical Data : IForecast ~Demand I

Rail
--- Forecast

Mode Split IHistorical Data ~ --..j Mode Split

ISurveys ~
air speed
highway comfort
rail stations

fare
Price Waterhouse LLP 11

r Definition of Cash Flow

Cash Flow =

Net Income + Depreciation - Capital Investment + Changes in Working Capital

Working Capital =Current Assets - Current Liabilities

Price Waterhouse LLP 12
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• Defined as a project's cash flow over the life
of the project discounted in current dollars

Internal Rates of Return

• Using the net cash flow we can derive:
- Net Present Value (NPV)

- mtemal Rate ofReturn (IRR)

- Economic mtemal Rate of Return (EIRR)

Price Waterhouse UP 13
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Net Present Value

C1NPV= Co +
(l+r)

Price Waterhouse LLP

+

14



I Internal Rate of Return

• An internal rate of return represents the
discount rate that brings the net present
value ofa project's cash flow to zero

• The internal rate of return represents the
cost of capital that will make the project
break-even

Price Waterhouse LLP 15

Economic Rate of Return

• Measures a project's costs and benefits to the entire economy.
This is done by re-pricing the project cash streams to represent a
project's total cost or benefit to the economy (shadow pricing)

• Computed at the pre-feasibility stage and is used by policy
makers to evaluate if a project should be undertaken

• Represents the discount rate that equalizes all of a project's
economic costs and benefits
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Cash Flow to Equity

Revenues
- Operating and Maintenance Expenses
- Depreciation

Operating Profit
- Interest Expense

Profit Before Tax
- Tax

Profit After Tax
+Depreciation
- Principal Payments
- Increase in Working Capital
- Capital Expenditures

Cash Flow to Equity

Price Waterhouse LLP 17
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Results

Ifproject is
determined to be
feasible (i.e.
investors would be
willing to
contribute the
required debt and
equity to the
project)

If project is not
feasible

Price Waterhouse LLP

Begin implementation

Re-evaluate parameters
• reduce capital costs
• increase government contribution
and/or equity, and reduce amount of
debt
• obtain government credit
enhancements for debt to lower interest
rate
• identify additional revenue sources
·increase user charges

18



What is a Financial Model?

• A tool for simulating the operational and
financial performance ofa project over time.

Price Waterhouse UP 19

Application of a Financial Model

• Evaluate the financial feasibility of an
individual project

• Compute a project's internal rate ofretum
under different operational and financial
assumptions

• Test the sensitivity of the revenue
requirements and IRR to different input
assumptions

Price Waterhouse UP 20
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Who Uses Financial Models?

• Project sponsors/developers

• Lenders
• Regulators/evaluators
• Govemments/Utilities

Price Waterlzouse LLP 21

Structure of a Financial Model

I IINPUT .. MODEL ~ OUTPUT

• Sources and uses of funds
• Income statement: earnings = revenue-expenses
• Cash flow statement: total receipts = total outlay
• Project balance sheet: assets = liabilities + equity

• Model inputs and assumptions
• Technical specifications
• Capital Costs

• Revenue
• Income tax and depreciations
Price Waterlzouse LLP 22
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Information Requirements - Overview

• Credit factors are the key elements for lenders and equity holders
to make an investment decision

• Information should be designed to allow investor to succinctly
analyze the credit risk factors of a given project

• Packaging of these informational tools in an accessible and
comprehensive manner is key
- allows project to overcome initial level ofscreening by investors
- facilitates subsequent approvalswithin institutions

-.

Price Waterhouse UP 24
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Information Requirements - Overview

• Key informational tools for analysis include:
- financial model

- infonnation memorandum

- teclmical reports

• "First Impressions Count"
- Memorandum must be error free

- Maps/drawings/timetables very helpful

Price Waterhouse LLP 25

Information Requirements - Information
Memorandum

• Document used to make first approach to lenders/investors

• Should allow lenders/investors to make preliminary assessment of project

• Textual description ofproject

• Summaries of major project agreements (e.g., power projects)

• Summary ofTerms and Conditions of proposed debt or equity
- amount of tenn of debt
- convenants and negative pledges of issuer
- risk allocation of completion and other risks
- defaults and remedies

• Summary of fmancial model

Price Waterhouse LLP 26



Information Requirements - Technical
Reports

• Market studies

• Assessment of technology to be employed

• Assessment of project site

• Environmental impact study

Price Waterhouse UP 27
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• Preliminary Assessments ("phase I")

-narrowing many alternatives to a small
number of technology and route options

Price Waterhouse lLP

Price Waterhouse lLP

2

1

Feasibility Study Checklist

• detailed study ("phase 11"):
- revenue and cost estimates

- financial analysis and development structure

- basic implementation plan

- available budget must be effectively allocated

Feasibility Study Checklist
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[ Feasibility Study Checklist

• Fare levels and revenue studies

· what is the government's goal: maximizing
revenue vs. mobility

· public mobility: set fares to maximize
ridership

· fare elasticity for the market/competition

· diversion factors of other modes

· total travel in the region
Price Waterhouse ILP 3

Feasibility Study Checklist

• Capital Costs
· detailed and based on actual condition

· cost per mile should be an output

· sensitive to terrain, environmental
mitigation, variations in labor and materials
cost

· technology type

Price Waterhouse UP 4
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U Feasibility Study Checklist

• Operating and Maintenance Costs

· reflection of technology

· sensitive to differences in service: each
scenario has its own operating and
maintenance cost estimate

· fixed vs. variable operating costs: to capture
changes in usage over time

Feasibility Study Checklist

• schedule ofconstruction and timing of
operations

· must be consistent in revenue and cost
scenarios, since has impact on financial
analysis

· gradual ramp-up of operations

· scheduling of expansion

Price Waterhouse LLP 6
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Feasibility Study Checklist

• financial parameters and assumptions

· catalog available financing sources

· availability

· costs

· advantages and disadvantages

Price Waterhouse ILP 7

Feasibility Study Checklist

• Financial and Development Structures

public development with private financing

· operating and management contracts

· leases and concessions

· private development

Price Waterhouse ILP 8
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Feasibility Study Checklist

• iteration in financial analysis

· examine financial measures to test financing
sources and development structures

· ensure consistent assumptions among
estimates

· number of operating scenarios and financial
structures tested is function of budget

Price Waterhouse ILP 9

Feasibility Study Checklist

• Sensitivity Analysis

- necessary to gauge stability of financial
structure

- effects of positive and negative changes in
project factors and in financial assumption

- what is worse case scenario

Price Waterhouse ILP 10



L Feasibility Study Checklist
~-

• Implementation Plan

· request for qualifications and proposals

· prospectus and other information required

legal and institutional issues

Price Waterhouse ILP 11
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Structure de developpemenl
ScenariO Numero

CALENDRJER DU DEVELOPPEMENT
I Debut de la wn~1ructllJn
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I i\nnCcde l'of:m,,,nlJlde hull.\ N°!

Pcnudc d'alteNc (erue Ie.. ph..-.c\)

II Debut de Ia CtIIl.\trucluJIlde I'Cll.pall.\ll1n

II Pcmxlc: de CIlil.\1rucl-lUn (2cme ph.'''-J
I( Debut de: I CXplUU311llndc l'exp.lIt'illln
II DElai d'cm'\Mlln de, bum (annCe\ aprh Ie 'Jehul de 1.1 Clln\'fUL1lim)
II Annee de !'anL\SIUIl. de oon\ Ne 1

CALENDRIER DES COUTS DU CAPITAL
ctlOl de.. \t'l:\ta1tallOM irnmOOJ.l~

PROJECTION DE REVENUS
Taux de crot'C-'lJnce du prot des vuyage\
PEnodc de crnw.ance Il1luale (annee.,)
PEnodc de CWL\!I.ance lIUlIale expan\lUn (annec5)

REVENUS HORS GUfCHET
Revenu., hon gUichet en 'I de., reve:nu., de pucbet

ANALYSE DE SENSfBILITE
CoOl: duC8P1Ia!(1 00 - ba..\C)

From d'exphlllallOO (I 00 - ba..e)

NIW3U de CrfqllCrtallOO (I 00 .. ba.'IC)

<" < ~~ •

lOOt) 10lXI 2exXl 2000 201lO 2000
3 3 3 3 3 3

2001 2003 2001 2003 21K)3 2111"1)

0 0 0 0 0 0
() 0 0 0 () 0
() 0 0 0 () 0

2000 lOIn 20110 llnl 201111 lOOl)

NIA NIA NIA NIA NIA NIA

NIA NIA 2010 N/A NrA 21111I

NIA NIA 3 N/A NIA 3
NIA N/A 2013 N/A N/A 2013
NIA NIA ° N/A NIA 0
NIA N/A 2010 N/A NIA 2010

, 2 3 I 2 3
, 01 102 101 ,0' , 02 , 0', 3 3 , , ,
N/A N/A 3 N/A N/A ,
, 2 3 , 2 3

::U>'l 2O. 20'-' 200 2 .. 20'1

'00 '00 100 , 00 '00 '00
'00 100 '00 '00 '00 '00
'00 '00 '00 '00 100 '00

3/

BEST AVAILABLE COPY
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=~~~~u:~a:~G~~W~~;:"""'f,/::::'.. ,.: ·::n:,:';/.:··· .:'::": ',n'; . , ..,n :"'::':.'i{,.:·· ..,,. ::;.: ·;,,::}'::.l::·:,:{·;:';::;::i:·':;'::::::··.:.::"·'.\::::;:;: ..:":":':. ;::1

IIYPOTIlESES SPECIFIQUES DE SCENARIO

Suucrure de developpement
Scenarit) Numeru

HYPOTIlESES ANANCIERES
Inl13tlU"

TERMES DES PRETS
TaUll de. prel~ i cUlln l~nne

Taux dc~ prCr.~ j lling lenne

'"ff'i ,.
"Ii:'. ~ ... ",'

.- '< ...... ~,,:r't~~. ](J(}'l

31m
700.

300'1

3lXl'l
700.

100'1

300',1'
7lJO'1

llX'',\'

lOO'.i
700'1

300'

3OO't:

700.

31M

300'
700'1

10 so',!' 10 SO'1
~I 3D
I I
3 3
3 ,

200',1' 200'.(

90't: 90.
20 '0

N/A N/A
N/A N/A
N/A N/A

120'1 120',i
IS 15

N/A N/A
N/A N/A
N/A N/A

TERMES DES EMPRUNTS
BlllUpnvllegtC<i;
Tau:lt

Ectw.Jncc
RC..ervcdu.-.ervlccdc !,l.dcUc
Repurt de rcmbOUf'il,:tncll du capll,,1

'"!Eret. lI'llercaIlJlre~ (dnnCo!~)

FrJll~d·:wrur.lIK:C

Pril\pnvllegle\
Tault
Penllde de: rcmhtlUNmert
Report de n:mboun.cmcl1 du capital
Irt6!it.'lllcrcallalre..(annCe\)
DrOit.

PrCL.ubon!UfII'l6
T'w<
P6node de mnbour-.emen:
Repon de rembour'lCtIlcl'I du caPilli
Iflctilslltcrcallan'e:'l (awre.)
DrOIt!

80m d'cJlp3n:'lIoo

T,w<
P6nodc de rcmboul'iCmcii
Report de: n:mbouncmcrt du apll.:I.l
IlleJits Ird.crcallatrc.., (a11l'lCe.,)
DrollJ

Location de matenel rl.lulanl
EchbntC (Inries)
DnntdclocallOII annie I
DrOll dc: location ~4-10
Dml de locatIOn InrEe II et +
(Olf dts.sus It m dtsww St lrouwN IOILJ Its drolls SII1lJ-(JlllIJubJ

Location de mat6nel roub... Expan.~lOn

EcbEance (alUl6c.,)
Dml de locallon ann6e 1
Druil de location- amJSe 4-10
DrOll de locauoo al'llJ!e II et ..

Moo't:

'"I
3
3

200'

90'
20

N/A
N/A
N/A

120',i
15

NIA
N/A
N/A

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

BEST AVAILABLE copy

11.00'1 SOCI',!'

'" '"I I
5 5
3 7

2f~'l 21JO'1

90. 90li
20 '0

N/A NIA
N/A NIA
NIA N/A

1201 120',i
15 15

NIA NIA
NIA N/A
N/A NIA

N/ 750.
N/ 20
N/ 5
N/ 3
N/ 200'

N/A 0
N/A N/A
N/A N/A
N/A N/A

0
N/A
N/A
N/A

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

1050'1
3D
I
3
3

2IlO'.I

90'

'0
N/A
N/A
N/A

120',i
15

N/A
N/A
NIA

750.
20,,

200.

N/A
N/A
N/A
N/A

¥J
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ClUCAGO·MILWAUKEE lUGHSPEED RAIL BASE CASE

!~~~=~flll~Go-MI~~~~ .:". '.::.:,: '. . ':../:.:. ":.,.':" .': :,.1

HYPOTIIESES SPECIFIQUES DE SCENARIO

Stnlcture de developpemenl I Ilo.-OpCollr

Scenario Numero I

COMPOSITION DU FINANCEMENT

INFRASTRUCTURE
Bn," pnvJ!cg:lel 1475'1 1700'1 161111'1 !OC)(XJ\l' lmoo'A' IOnOO'l
Pn.'lJ pnVlleSll: 0011',1' 000'1 000'1 DO',. 000. 000'1
PrCl: ~ubordl1nnC 000'1 000. llOO'.+' OO()'1 0011'1 000'1
Partll:lp.l1lLJnpnvec 000'1 000. 000'1 OfMW 000'1 000'
Dl>n~ du E!tlUVllnll.'mc!1I 11525'1 1t30l'1'J 11320'4' OOCI'A' OllO'.+' 11110'1

AMi:1I0RATION DE LA STATION
Bnn, pnvl!cp.lll\ 1475'1 1700'1 16110'.i WO()O'1 Worx)·... HX){)(}'l

Pril pn\lll!!ll~ DOll''' 000',1 OOll'1 000' 000'1 000.
Pril "Uooro\lt\l~ 000'1 OiXl'1 000''; 000'1 000'1 000'1
P,U11".plIhunpnve.: 000. 000'1 o IX,. OIlO'l OtXl'l 000'1

D(Jll~ du gnuvcmemcni 8S25<J nOO'1 8320'1 000'4' 000',1' o {}O'1

STATIONS SUPPLi:MENTAIRES
Bnn.. pnvl1cgll:"i 1475',{ 1700'J 16'10'1 IlJOlXl'i ICIOOO'1 10000'1
Pr& pnVllC!!I~ 000'1 000'1 !I0U'1 000. DllO'l OOO'~

Pre. ~Ubord"nnC 000" 000'1 000'1 o OO~ 000'1 000'1

Panlclp.aUtlD pnvee 000" 000' 000' 000. 000' 000.
Don' du glluvememenl 8525'X S3lJO", 8320'1 000' 000' 000.

EQUIPEMENT (MAT~RlEL ROULANll
Bon~ pnvllfgJf, 147S'X 1700'l' 16go'1 loooo'{ 10000'1 10000'1
Prit pnvdcgll! 000. 000" 0""" 000. 000" 000"
Pm ,ubordol11'1E 000. OOO'J 000" 000' 000. 000.
PanlclpatlOn pnvte 000. 000'1 0'''' 000' OOO'! 000.
Don' du gouvcmcmcm S525'l 8300'J 8320'1 000. 000. 000.
Le-.:a\\on 000.

ATELIER D'ENTRETIEN
Bon' pnvilegl\~~ 141S'~ 1100'1 16il{)'.f 10000'1 10000'1 100 00 'X
Pret pnvilepe 000' 000. 000' 000' OOO'J 000'1
Pret'lllbordorur 000. 000' 000. 000. 000. DOOle
Panlci~lIon pnvk 000' 000. 000' 000. 000' 000'
OOR!! do gOllvernemenl 8525'1 8300'1 8320'1 000. 000. 000'

GESTION DE LA CONSTRUCTION
Bom pnvdEgle, 1475'1 17001 16go1 IOOOO'{ 10000'! IOOOO'J
PmpnvllcglE 00011 000'.4' 000. 000' 000. 000\1'
Pm ,uburdonnr.! 000. 000. 000' 000' 000' 000'
PanlClp;11111D pnvCc 000. 000. 000. 000' 000. 000'
Do"" du l!OUYcmcmem 852S'.f. 8300'1 8310'1' 000' 000. 000.

ACQUISITION 0 LJ DROIT DE PASSAGE
BaM pnvileglh 147511 17001 16 !lO'X 10000'1 tOO 001 10000IJ
Pretpnvllegl~ 000. 000. 000. 000. 000. 000'
Pret .uoordotutt 000. 000' o 00 If 000. 000' 000.
Pal"Ue:tpllllunpnv6e 000. 000. ooo'.{ 000. 000. 000.
Dom du gouvernetnenl 8525'X 8)OOIJ 8320'J 000. 000' 000.

BEST AVAfLABL£ copy



cmCAGO-MILWAUKEE mGHSPEED RAIL BASE CASE

!~~=~;~~~~:~~~.:~:::::::':::(,:.::{/:/:,\.::::':':, ..;::".: :.::.::.:::: :. ,.:.:::'.'::'.:.:' / :.::. :.' :.;:.:: .. :.::;: :::::·::·::.:::::t::·:::::;·::.,:::·:··:,·;::;:.t·.:; .': ':'. '1
HYPOTIIESES SPECIFIQUES DE SCENARIO

Structure de d.ovelappement
Scenaril) Numero

COMPOSITION DU FINANCEMENT DE L'EXPANSION

INFRASTRUCTURE
Del.lcpnvdcglCe N" N'A 18m?i N" N" UflO'lf
Dun~ du !!'lIlvcnJ.'fTlcl1l N" N" 6140'J NIA NIA IIX)(X)'A'

AM~L10RATION DE l.A STATION
Dl:ltcpnvllcglC:: NIA NIA 3860'.{ WA NIA O(X}'';

DIlIl\ du glluvern:mell NIA NIA 6140'1 NIA N" 100 00'1

STATiONS SUPPL~MENTAlRES

Delle pnvllcglee N" NIA 38 flO\{ NIA NIA 000'1
Dnl\.'l.dugtl\Nl;rrll.:mett N" N" 614()':f NIA N" 100 00'1

EQUIPEMENT (MATERlEL ROULANT)
Dcucpnvdcglcc N" N'A 38ffl''{ N" N" f)lXl'.l
DlIn.~ du gnuvernctnclt NIA N" 6140'1 N" NIA 1!1I1()O';

LIJCJunn 000'1

A1'ELlE"R. D'ENTRETIEN
Dctle pnvdc~lee NIA NIA 3860'1 NIA N" 000'1
Dun~ du glMlVCmemelli N" NIA 6140'1 NIA NIA 1001111',(

GESTION DE LA CONSTRUCTION
Od:lepnvJ1~g16e N" NIA 3860'1 N" NIA OOO'.i
Dum du gUUVCnEmcnl NIA NIA 6140'1 NIA N" 10000'1

ACQUISITION DU DROIT DE PASSAGE
Dd.te pnvilcglCe WA N" 3860',( NIA N" 000'.4'
Dnm. du gouvememcl1l NIA NIA 6140'1 NIA N" 10000'1

N" NIA 000. NIA NIA 000'1

AUTRES HYPOTHESES

PAIEMENT DE FONOS PROPRES (OJ, du nux de tri~ne) NIA NIA NIA 10000'1 10000'1 10000'1

IMPosmON ffD~RALE (I ... OUI) 0 0 0 I I I
TdUX de J'uupGt 'ruJ' les bCi:Eficell payc au gouvememett f6deral 3400. 3400. 3400. 3400. 3400. 3400.

IMPOSITION DE L'~AT 0 0 0 I I I
TIUX de !'unpilt sur Ies IJenflicell paye i I'bat ,.," ,''''. ,,,,,. ,''''. '''''9 7"".

BEST AI/A/LABLE COPY
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CORRIDOR FERROVIAIRE CmCAGO·MILWAUKEE

AnalySelinallcl~reprElimlDaire (ell mlBlers de doUars MIIl!nlilllX)

RESSOURCES ET EMPWIS DU FINANCEMENT

EMPLOIS DES FONDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

''''''''''''''''' $360,861 $104,920 5126,079 $129,862 $0 so $0 so $0 $0 $0 $0 $0 $0 $0 so
S"""" $11,021 56,114 $7,347 $7.561 $0 so so so so so so so so so $0 $0
NouveUes SUlJom IZ9' S81 $104 $'08 so $0 $0 so $0 so so so $0 so $0 so
Equlpe:mCII Pu (pIrt DOD lou6c) $SlI,25J $16.931 $2:0,3'3 $20.963 $0 $0 $0 $0 so $0 so $0 $0 $0 $0 $0
Af.cher d'etUtUen so so $0 so so so so so so $0 so $0 so so $0 10
Ge.ulOn de Ia oomuuct!orl $i6,1II $19.222 523,0911 ill.791 so $0 so so so $0 so $0 $0 so so $0
Acqw!1Uon du droll de puslgt ffl~1 541391 $0 $0 $0 so 10 so so so so $0 $0 $0 so 10
Twl dtpcmetl de C&plW $5!3,9Q. $194-,'611 5116,9&1 $111.2,290 so $0 so so 10 10 so so $0 $0 so $0

Palanm des uurm illtrcallaiteB $Z1,1U $9.037 $9.001 $9,037 so $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 10

Form de COlJItrUl:Uon - $711,820 $0 $0 so $0 so $0 $0 so $0 so $0 $0 so $0
Fords des irterfts umall..ll"el $Zl,m $23.727 $0 $0 $0 $0 so $0 $0 so $0 $0 $0 $0 $0 $0
~rvc de JCl'VIOC de la dew! $1G,l31 $I{I,331 $0 so so $0 $0 $0 $0 so $0 $0 $0 so $0 $0
Droitsrnmen W04 S2,J04 so so $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 so
TocalpartJel $Il!,IJIl, $115,182 $0 so $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 so
TOTAL EMPLOIS DES FoNDs $69<,136 5318.890 $186,018 $191.328 $0 $0 $0 $0 $0 $0 $0 so $0 so $0 $0

RESSOURCES DE FONDS TOTAL 2000 2001 2002 2003 2004 2005 2006 1J:Ir1 2008 2009 2010 2011 2012 2013 2014
8"", pml..... Sll!,IJIl, 5115.182 $0 so so $0 so $0 $0 so $0 so $0 $0 $0 $0

Pmpn""'''' so $0 $0 $0 $0 $0 so $0 $0 $0 $0 $0 $0 $0 $0 so
Pm~ so $0 $0 $0 so $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 so
Bonsd'cquncm. so $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 10
ToWplJticl $1l!.11I2 SII5,I82 $0 so $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

PartJclpa1Ioopnv6t It $0 $0 so $0 $0 $0 $0 $0 $0 $0 $0 so $0 so $0
CodnNnm du 8CllVt.TMnel1 $flU16 $165,957 $150,1176 SISSA03 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Farm d'unihoralion du Clpltli It $0 $0 SO $0 $0 SO $0 $0 $0 $0 $0 $0 $0 $0 $0

Folds de comtnx:tIon S7!,S2O Si26,994 $25.136 526.691 ($0) ($0) ($0) ($0) ($0) ($0) ($0) ($0) ($0) ($0) ($0) (10)
bdlitlUtkfoa:!::llkeomtnlCtion u ... $.720 .... Sl97 Sll $0 Sll SO SO $0 $0 $0 $0 $0 $0 $0
TtUI partleJ S81~706 528,714 S26.1OS 526.885 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 Sll SO

Form des udrfu htercallauu $Zl,m $1,677 $1."" 58.\44- $0 $0 SO $0 $0 $0 $0 $0 SO $0 $0 $0
hdm sur Ie rondJ des hureu UlertalJaIl'CS $Im l6SO $420 SIIIZ SO $0 $0 $0 $0 $0 $0 $0 $0 Sll $0 $0
1..6it sur la r&crve de lemce de Ia dcUe 12.133 1711 1711 $111 SO $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
TotaIPll1Jet $Z1,m $9.037 S9.V37 $9.037 $0 $0 SO $0 Sll $0 $0 $0 $0 $0 $0 $0

TarAl. RESSQURCES DE FONDS $69<,234 $318.890 5186,011 $191.32'" $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 SO $0

BEST AVAILABLE copy

Y!S



CmCAGO-MlLWAUKEE mGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CmCAGO-MlLWAUKEE

AllaIyse financl~re prflimlllaire (eo lllilUers de dollars nolllln2W<)

RESSOURCES ET EMPLOIS DU F1NANCEMENT

EMPLOIS DES FONDS 201S 2016 2017 2018 2019 2020 2021 2022 2023 2024 202S 2026 2027 2028 2029 2030
Inff11tlUctun: so so so so so so so so so so so so so so so so
'''''on so so so so so so so so so so so so so so so so
NouvcUe3 stJlJ.om so so so so so so so so so so so so so so so so
Eqwpc:mcm Pu (put DarlIw5e) so so so so so so so so so so so so so so so so
A1cbcr d'crueticn so so so so so so so so so so so so so so so so
Gestlou de II comtN.11on so so so so so so so so so so so so so so so so
AcqwSllIOD do droit de pusage so so so so so so so so so so so so so so so so
T<u'_docoprtol so so so so so so so so so so so so so so so so

Patc:me1J de:llrUriu~ so so so so so so so so so so so so so so so so

Famsde~ so so so so so so so so so so so so so so so so
Pon:l!dcslll!rfu IIletCI11Iires so so so so so so so so so so so so so so so so
R&crvc de Im'1CC de 11 dcue so so so so so so so so so so so so so so so so
Dmtl.JrlllUl3Cf1l so so so 10 so so so so so so so so so so so so
TtUl fUbCl so so so so so so so so so so so so so so so so
TOTAl. EMPLOlS DES PONDS so so so so so so so so so so

RESSOURCES DE FONDS 201S 2016 2017 2018 2019 2020 2021 2022 2023 2024 202S 2026 2027 2028 2029 2030
BODlpn~gi6l so so so so so so so so so so so so so so so so
-prI"""B" so so so so so 10 so so so so so so so so so so_.- so so so 10 so so so so so so so so so so so so
80m d'CXJU'lOD so so so so so so so so so so so so so so so so
T(U{ puuc.l so so so so so so so so so so so so so so so so
Puticipalionpn~ so so so so 10 so so so so so so so so so so so
COIU11utoo du JOOYCfDCIIlCli so so so so so so so so so so so so so so so so
Foms d'am~liORllon du capital 10 so so so so so so so so 10 so so so so so so
Fondli de c:oucruaioo ($0) (SO) (SO) (SO) (SO) ($0) ($0) (SO) (SO) ($0) so so so so so so
IJthCt sur Ie fonda de comtruc:tIOII so so so so so so so so so so so so so so so so
T<Ulpomd so so so so so so so so so so 10 so so so so so
Fonb des idErics mm:a11atrc:i 10 so so so so so so so so so so so so so so so
1~ sur le rondt des ",&eel utereatbirell so so so so so so so so so so so so so so so so
hdlitsurlarttervedclefYJOedeladcae so so so so so so so so so so so so so so so so
Twl puuel so so so so so so so so so so so so so so so so

TOTAL RESSOURCES DE FONDS so so 10 so so so so so so so so so so so so so

BtST AVAILABLE copy
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CORRIDOR FERROVIAIR:E CmCAGO-MILWAUKEE

AnaI~flnallCi~roprElimlnairo (on miDlers de doUllts D<lmlna""j

PROJECTIONS DES FLUX DE TREsoRERIE

t~~moitil!

Reverm des gwchcU (Yelle des billets)
Rcvcrm bon gwchtu
SubvcrtllM d'cxplOllllioa
TolairevrIm

Co(ks d'cxplOltallOD
Aux de Ir&orene d'cxptoitalJon

l..alit sur 11. reserve de !leMCe de fa deuc
htclit :rur Ie fond! des lII6r&J uurallaires (1II:1l.tI mOllie prf;lb'cmclI)
lmeret sur Ie fond! d'amtIJontlon du captta1
litem rur Ie (cob d'CxplOltalJon
TotalutCrCt! petl:US

Prilevemcrl sur Ie fonts des urerets ntcn:allalfel (inChb dam II sauro::: d. I'WlwIion)

F1wtdc ll6sc:nric bn.d

Location de matEnel roulam
5eMCe de 11 deae des bom pnviICgi&
SeMc.e de 11 deae des prits prmligI&
Scmcc des boDs d'expansiOll
TWlIOCl1loo et !lef"VJCe de 11 dcttc pn~gJ6:

T.ux de couvertun::, dcUc pnYiMgJ6e
T.Ult de couvertun:: Rhsurt, deae privtU:JI;l6e

SeI'VlOe de 11 deUc du pit subordonn6

T.Ult de cooycrmre. deUc I\IbordomEe
Taw: de couverture R1wat1. deae IUbordomJ6e

Total Kn'JCC de Ia deae

T.ux de couverturc. dcUe tctaJc
Taux de coovel1Urc 1I1lnart. dctte (Wile

Flux de trCsm:ne net: .pd:s JeMOe de la dcUe
COdn1lllJon au fonds d'upIOU&tion

Ollan du fords d'amclJoratJon du CIIp1ta1 (dau de fa p6nodc)

8E51 AVA/LABLE COff

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
518,826 $19,650 $20.510 $21,407 522.344 $23,322 524.342 525,407 $26,519 $27,679 528,1191 m.ISS

5377 $393 $410 $4,. $447 S466 5487 $508 $'30 $$$4 $578 S603

519.203 $20,043 520.920 521.1135 $22.791 $23,788 $24,829 $25.915 $27,049 528.23) $29,468 $30,758

513133 $13.527 $13,932 $14350 $14.781 $15,224 $J$,681 $16,152 $16636 $17135 511.649 $18.l79
;6,070 $6.516 $6.... $7.485 SH,OIO $8,564 $9.148 $9,764 $10.413 511,098 511,819 $12,579

53SS 53$$ $355 53!S $35$ 53SS $355 53!S $355 $3$5 $355 53$$
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $132 $287 S466 $671 S904

$4$ $4' $$2 $$6 $60 $64 $68 $7] $78 $83 S88 $94
$401 S404 S407 $411 $41$ $41. $424 $S60 $7W $904 $1.115 $1,353

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

56,471 $6.920 $7.395 $7.... S3.42S 58,983 $9,.571 $10.324 $11.133 slum $12,934 513.932

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

$5.165 $5.165 55,IM $5.165 55,165 $5.165 55.165 5S,IM SS.t6S 55,165 $5.165 SS,IM
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

55,165 $5.165 55,165 $5.165 $5.165 55,165 55.165 SS,IM 55.165 SS,l6S SS.t6S $5,165

125 134 143 1S3 163 114 ISS 200 216 232 2$0 270
125 134 143 1S3 163 114 ISS 200 387 60s 856 1142

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

IN/A INIA IN/A INIA INfA INIA INIA INfA IN/A INfA INIA IN/A
INIA IN/A IN/A IN/A IN/A IN/A INIA INIA IN/A IN/A IN/A INIA

$5,165 $5.165 55.IM $5,165 $5,165 55,165 5S,IM 55,IM $5,165 55,165 55,1M $5.165

125 134 143 1S3 163 114 IR$ 200 216 232 2$0 270
'25 134 143 IS' 163 "' ISS 200 387 60' 8$6 1142

$I,:J06 $1.755 52.230 $2,731 $3,260 $3,818 $4.406 $5,159 $5.968 56,837 57.768 $8,767
$1,306 517SS S2.2JO $2 731 $3.260 53,818 S4,406 SS,lS9 "!l68 56,837 $7768 $8,767

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0 $0 58.818 $19.273 $31.298 $45,073 $60.725



CORRIDOR FERROVIAIRE CmCAGO-MILWAUKEE
Analyse Ilnlllltih. pr~linIlnalre (en mlDlers de daUars llOmlnallX)

PROJECTIONS DES FLUX DE TREsoRERIE

·Iere moItre
Rcomm des gwcbets (velte des billets)

""""""""- ,.tSubYel1lon d'eJlp!01tatl.OD
TotaJrevems

Calb d'cxploiwJOII
Flux de U'&on:nc d'ezplortauoo

fm&Sl sur II rmm: de leMa: de lI. dcUc
IrtErit sur Ie fmb des ~rits mr.m:a~ (udus dam Ie Jrilevemcnl)
IrlCdc sur Ie frob d'am~lllmIl1ODdu caprtal
Irc&il sur Ic roms d'exp!:OIlatloa
Teu.luUriu~

Prelhanelf. lUI' Ie fonds des uU:rfu iJlertalJaitel (ux:fus dans .. soorte d I'wlisatlon)

F1wt de u&orene bnJ

Loauon de mIl!ne1 rouIalll
Serna: de 11 dctte des boos pnviMg;t&

"""'" do .. ""'" ... p<fu prMI'gi&
Scmcc del bam d'~ou
Totalloation ci -=mec de 1.1 dctte privl.I!gJ6e

Taux de coovertute, deuc priviligi6c
Taux de couvertUre sthuatI. deue lXivdERi6e

5ervic:e de 11 delle du pdt IUbordonnf

Taux de couverturc, dctte IUbordonn6e
Tlux de couvertIft Klwm., dcttc IlIlbordmmte

Total X1"VJCC'delldcttc

Taux de CClIVenure. delle lCU1e
Taux de~ R1lU1t1. delle t!Ute

Aux de u60rmc o::t 'pres IICMCC de 11 dcttc
ComnbWon au Comb d'cxploltlUart

Btlan du Corm d'mmEluntiOllIll capitaJ (dau de ta p&iodc)

cmCAGO-MILWAUKEE mGHSPEED RAIL BASE CASE

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
531,474 532,851 534,289 $35,789 537,355 $38.990 $40.... $42,476 544,335 546,275

S629 5651 .... 57" 5747 5780 $814 $8" S867 S925

53.1.104 533.508 $34,915 S36.SOS 538,102 539.769 $41.510 543,326 S4S,m $47,200

$18'724 $19286 519864- S20,A6!) $.1tlJ74 $21.706 S223SS S23,028 523 719 524 431
$13,380 $14.223 $IS.1l0 516,04$ s17.m $18,063 $19,152 520.298 S2J,sro $22.710

53SS S3SS 53" 53SS 53SS $JSS $35S 53SS $355 53SS
$0 $0 ,. $0 $0 $0 $0 $0 $0 $0

51.167 $1,461 51,792 $2,158 $2,563 $3.010 53.'" 54,042 $4.63% ss.m
Sloo SI'" $112 5119 S127 SI34 SI43 $151 StOll SI'"

51.622 51.924 5.1.260 $2,633 $3,045 53.500 $4.1n> $04.549 55,148 55,802

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0

$15.001 $16,146 517,370 $111,677 520,074 S21,S64 523.153 $24.... S16,6S1 $28,572

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0

is.IM $5.165 SS.I6S 55.16S 55.16S 55,165 55.165 55.165 55,165 SS,I6S
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0

55.165 SS,I65 SS.I65 55.165 5S.16S 55,165 5S,IM 55,165 SS.I65 55,165

'90 '"
,,. 36' ,.. 417 '.48 481 ... '"14" "30 22:18 26., " .. ,.,,. .,., SO'S 5172 6577

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0

IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A
IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A

55.IM 55,165 55,IM 5S.IM SS,I6S 55.16S 55.16S 5S,IM $5,IM 5S.IM

'90 '13 ,,. ,., ,.. 417 448 481 S " '""" 18.30 22:18 26" " .. ,.,,. .,., SO'S 5172 .S77

S9,I!IJ7 $10,981 512.205 513.512 $14.908 516,398 517,981 $19.681 521.485 ro.'"
59,811 $10981 512,205 513512 $14908 516398 511,981 519,681 511485 S23 ...

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0

578.'" $98.210 SI20.335 5144,926 $112,151 $202.190 5235.231 $211.413 $311,128 5354,419

fJr.;,£ r AVAILABLE COpy

>£

-~ -_.. -- .. - - _. ..-- - - ..- -- - .. - _.

~ - - -
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CORRIDOR FERROVIAIRE CmCAGO-MILWAUKEE

AWIIyse ftnalld~r. pr~limiDalre (ell mlDler$ de cIoUars nomiDaW<)

PROJECTIONS DES FLUX DE TREsoRERIE

2!me moitie
ReveIW des gUlCbetJ"""""bon_
Subverr.IOD d'cxplOitallOl::l
TOlalreveW!

Co(h d explottaUoa
Flux de tr&on:ne d' explolt.auon

1r'drCt: 5Ut la mcrve de ICMCe de la dettc
Itterit sur Ie fools deJ lI1CrCts uureallaitcl (im:11IJ dam Ie priol!vcmm)
Im6rit !ltU'1e fonls d' amfbont!on du capllal

hdrCt sur Ie fonds d'CXP!01talJ.on
TotallltCriu:pe~

Prt:I~ert sur Ie fond.!l des iJUr&sim:~ (inc!1U dam la source d.l'wlillllon)

Flux de tr&ortne broi

LOI:IlJon de muEnel roo1ut
Scmcc de Ia delle des hom prmlEgtb
Scmce de 11 deae des ptkI pnvdegl&
Scmcc del hom d'cxplosiou
ToW IICmce de la deae tlnvUeme

Taux de coovertun::. dcttc prlVl~gI6e

Taux de couvertun: R1wm.. dette privdE2ile

5ef"Vl(le de la dcuc du pret subordonn6

Taux de C<!UVeItUl'C. dcue suhordom6e
Tlux de couvertUre ~ssm. dcuc IUbordonn6e

TWI ICmcede ladette

Taux de c:ouvertIft, dctte uule
Taux de~~1Dl.1'l. dettelttale

Fha de traorene oet 1prC! JeMCe de 11 dette

Pdlh-cmetl. sur Ie fonds d' cxplOltaUOD
Imp&.
Rq:w.r1ltlOll des plrtlClpatJORI

Codnbl.t1om IU fonds d'1Jn61toratiOD du ClpltaI

a.lao du foo:Js d'1m6hOl'llJ.on du ClpltDl (d!1xl de 11 p6riodc)

8££7AVAILABLE COpy

2000 2001 2002 2003 2004 200s 2006 2007 2008 2009 2010 2011 2012 2013 2014
$18,826 $19,650 $20.510 $21,407 $22,344 $23,322 524,342 $25,407 $26.519 $27,619 528.891 $30,155

5m SJ93 54'0 54,. $447 S466 $487 5SOl1 55,. 5554 $578 S603

$19.203 520,043 520.920 521,835 522.791 $23,7&8 $24,829 $25.915 527.049 $28,233 $29.468 $30,758

$13.133 513527 $13.932 514350 $14.781 $15224 $15,681 $16.152 $166]6 S17.13S 517,649 SI& 179

".070 $6.516 $6,988 $1.48$ $8,010 $8,564 S9.14a $9,764 $10,413 511.098 $11,81'1 SI2.S79

53SS $355 5355 53SS 53SS 53!! $355 $355 5355 53S! 53SS 53!!
SO SO SO SO SO SO SO SO SO SO SO SO
SO SO SO SO SO SO SO $132 5,.7 S466 $61' -S6S S7S 585 5.. 5108 SI21 5'34 'ISO 5'66 5'84 5204 S224

54,. 54,. $441 54SI S464 547. $48' 5637 S809 51.006 SI,23O $1,484-

SO SO SO SO SO SO SO SO SO SO SO SO

56.490 56,947 $7,428 S7,o:rT $8,474 $9.040 59.637 510,401 511.222 512,104- 513.049 $14,063

SO SO SO SO SO SO SO SO SO SO SO SO
$5,165 55,165 55,IM $5.165 $5,165 $5,165 55,165 55.165 55,IM 55.1M 55,165 $5.165

SO SO SO SO SO SO SO SO SO SO SO SO
SO SO SO SO SO SO SO SO SO SO SO SO

55165 55 t6S 55165 55165 55165 55165 55165 55 165 55165 $5165 55165 $5165

126 134 .44 1>4 164 , 75 '87 ~o, 217 234 253 272
126 .34 '44 154 '64 .75 187 201 389 .m 8,. 1145

SO SO SO SO SO SO SO SO SO SO SO SO

IN/A IN/A IN/A IN/A IN/A IN/A 'N/A IN/A IN/A IN/A IN/A ,NIA
IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A 'N/A

$5.165 5S,I65 55,165 55.IM $5,165 55.IM $5.165 $5.165 $5,165 $5,165 $5,165 $5.165

.26 .34 .44 .>4 .64 , 75 187 201 217 234 25' 272
126 134 '44 ,>4 '64 '75 '87 20' 389 .m 8,. 1145

$1,325 51.781 $2,263 52,m $3,308 $3.S7S S4,4n 55.236 ",057 ",938 57.... $8.898
51,306 51.755 52,230 S2.731 53,260 5),818 54.406 SS,tS9 $5,968 56,837 $7,768 $8.167

SO SO SO SO SO SO SO SO SO SO SO SO
SO SO SO SO SO SO SO SO SO SO SO SO
SO SO SO SO SO SO 58,878 SIO,!9S $12025 SI3,nS $156S) 517665

52,631 53.536 $4,493 $5,503 ",568 $7,692 SO ($0) SO SO SO SO

SO SO SO SO SO SO SO $8.878 $19,273 $31,298 54S 013 S60,ns



CORRIDOR FERROVIAJRE CmCAGO-M1LWAUKKE
Analyse 6nalld~re prElimIlIaire (en mlDlers de dollars nomlllslll<)

PROJECTIONS DES FLUX DE TREsoRERIE

2eme moi~

-""""
RcvCII.l'I bon gux:bcu
SubYcmon d~cxplortallon

Ta.aJ rnelnl

COW d'cxplOl.tat1oa
Fhu de ttbotme d'CxplOltibOft

Illtr£:l !lW' la dterve de lletvK:e de II ddte
Itt!rf:t JIJ!' k: fondJ dea ilUrits iJtercallatres (indus dans Ie pril!vement)
(tier&. !lW' Ie fonds d'amelJontfon du capilli
Imcret IUJ' Ie foads d'uplotwiOD.
TWllltcdupc~

Prilevemetl sur Ie (cOOs des utCr&s imeTcallaJn:l (m::lus dam fa saun:c ct l'W1LWJon)

Flux de tr&orenc bI'd

Loi:alJou de mat!nc1 mulara
Semcc de 111 dcuc dclI hom pnY1l!gt6s
Scmce de Ia dcuc dclI preu: pnY1l!gJ&
ScI'VlCC des bom d expmmm
Total service de Ia dcUe mvileme

Taux de CllU\'t!tUt'fl, dme pnV1lEPc
Taux de couvenure R1issatl, deae mvtlE2i6e

Semoe de Ia deae du pdt stJbor'dGnnE;

TalIl de carvcrtl1M, dcuc IUbordonn6e
Taw: de c:azvmun: Jlhuart. dcuc IUbordonnie

Tw.I xmcc:: de Ia dcUc

Taw: de ccuvemue. dette '1U!c
Taux de couvenure R1watl. deae (1U1e

FIlII de lr&arme net apr!:l 1CMC:e de ta dcuc
Pri!b'emem lUI' Ie fands d'expiortWou

1m"'"
Rq-mliou des J-IUcrJ-I.IOD!
COIlnbWom au fonh d'amibumllJll du capital

Batao du fonds d'amElunuoo du ClpllaI (dau de II pEriode)

cmCAGO-MiLWAUKEE mGHSPEED RAIL BASE CASE

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
$31.474 532.851 534.289 $35.789 m,35S 538,990 S40.... $42,476 544.335 $46.275

S629 $6S7 S686 $11. $147 $180 SSl4 SS'" sm """
532.104 $33.508 534,975 $36.505 538.102 539.769 S41,SlO $43,326 $45,222 541,200

$111124 $19286 $19864 ""...., 121,(174 S2J 706 S22,358 S23 02. $23119 524.431
$13,380 $14,223 $IS,1I0 $16,045 517,028 $18,063 519.152 520.298 $21.503 $22.770

53!! 5355 $:J55 53SS 5355 S3SS $355 $:J55 S3SS S3SS
$0 $0 $0 $0 so so so so SO SO

51.167 $1.462 SI.'792 $2.158 $2.563 $3.010 53,502 54,042 $4,632 S5.m
$246 $269 $294 $321 $:)4' $379 $41. $444 $480 SSIlI

51.169 $2.087 $2.441 $2.834 $3.267 $3.145 $4,268 54,842 $5,468 56,ISO

SO so SO so SO SO SO SO SO SO

515.148 516.310 517.552 $18.819 $20.296 $21.808 $23.420 m,l:J9 526,970 528.92:0

SO SO $0 $0 $0 $0 SO SO SO SO
$S.I65 $S.I65 55,165 55,165 55.165 $5.165 505,165 $5,IM $.5.16.5 55,165

SO SO SO SO SO SO SO SO SO SO
SO SO $0 SO $0 SO SO SO SO SO

5.5165 5.5165 $.5,165 55,16.5 55,16.5 $5165 $5165 $5165 $5165 S5,IM

293 31. 340 365 393 422 453 487 522 560.... 1833 2241 211" 3199 3155 .. 68 ,.,41 57 7. 6583

SO SO SO SO SO SO SO SO SO SO

IN/A IN/A IN/A IN/A INfA. IN/A IN/A IN/A IN/A IN/A
IN/A IN/A IN/A INfA. IN/A IN/A IN/A IN/A IN/A IN/A

$5.165 $S.IM 55.165 $5.16.5 55.165 55.165 $5.16S $.5.165 $5,165 $5,165

293 31. 340 365 '93 422 453 .87 522 560,... 1833 22 "
211., 3199 3155 4368 so 41 57 7. 6583

$9.983 $11.144 $12.386 $13.113 515,130 $16,642 $18,25.5 519.914 $21,1105 513.155
$9,837 510.981 $12,m 513.512 514,908 $16,398 $11.981 $19,681 $11,485 Sl3,4Ol'i

SO SO SO $0 SO SO SO SO SO SO
SO SO SO SO SO SO SO SO SO SO

519,820 $22,125 524,591 m,ns $30039 $33041 536.242 539,6S5 S43.191 $41.161
(SO) SO SO SO $0 $0 (SO) $0 (SO) ($0)

S18,m 598,210 $120.335 5144,926 $112,151 5202,190 S23.5,231 $211,413 $311.128 $354.,419

BEST A VA ILPidLc curt
-'Lv' rt'rI,~r,uLL: Cupy

...-- _...- ..-
_. - -- -- - ... - - - - - _. _. - -



- - .. - - - - .. - --- - - - - - - - - -CHICAGO·MILWAUKEE HIGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CHICAGO-MILWAUKEE

AWlIyse Ilnalld~re prElimIDairt (eQ mlDIers de doBars IIOmlnallX)

PROJECTIONS DES FWX DE'I'REsoRERIE

Base annueUe 2000 2001 2002 2003 2004 200s 2006 2007 2008 2009 2010 2011 2012 2013 2014
Reveoos des gwchcts $37,653 $39.300 $41,020 $42.815 ....... $46.643 ....... $SO,815 $$3,038 SSS,3S9 $57,781 $60.309

ReVetJ.1S bars gwchcu S7S3 ,786 $820 "56 $894 ,933 '974 $1,016 51,061 SI.I07 51.156 $1,206
SubvettlOlJ d'explOltall.OIl
Totalrevet1Wl $38,406 $40.086 $41.&40 $43,671 S4S,S112 547.516 549.658 $51,831 554.099 556,466 SS8,m $61.516

Colb d'cxplOlLllion S26.26S S27,OSJ 521865 S28 70' ,29 S62 530449 $31362 $32,303 $33m $34,270 S35,M S36,3S7
Flux de lrison:nc d'explottattOQ 512,140 513,033 $13.975 514,970 $16.020 517,128 $18,296 $19.528 $20,827 $22.196 $23.638 $25,158

h.~rit sur Ia r&erve de ICI'YICe de Ia de:tte $711 $711 $711 $711 $711 $711 $711 $711 $711 S711 $711 $711
Jnertt sur Ie fords des IrUrEu utercaIlaua (ur:lus dallS Ie prilm:meIl) so so so so so so so so so so so so
Illiret sur Ie fords d'am~lJ(nlion du capilli so so so so so so so '1M SS74 '931 51,342 $1,808
burEt sur Ie fords d'CXPOIlallOD $110 $123 $137 $IS2 $168 $184 S202 '122 '244 '267 '292 $318
TWllrUlitspe~ $821 $834 S848 S863 $819 $89, $913 51,197 $1,529 $1.910 S2.J45 52.837

PrilevtIDcrt lUI' Ie fonds des iJUrits iIten::allaies (mclus dina 11 souroc ct I'tmlisatian) SO SO SO SO SO SO SO SO SO SO SO SO

Flux de uisorene bnl $12,961 $13,867 $14,1123 $15,833 516,1199 $111,023 $19,209 $20,725 S22,355 S24,I06 $25,983 521,995

LocWon de matEnel roulart SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Semcc de 11 delle des boos privlIcp6J $10,331 $10,331 SIO,331 SIO,331 $10,331 SIO,331 $10,331 SIO,331 $10,331 SIO,331 $10,331 SIO,331
Scmce de Ja delle des pr&s privtlcp6J SO SO SO SO SO SO SO SO SO SO SO SO
ServK:e des boos d'expaIBIOO SO SO SO SO SO SO SO SO SO SO SO SO
TrtaJ servJCe de Ia delle pnvtU!Q6e SIO,331 SiD 331 510,331 SID 331 $10331 SIO,33) SI0331 $10,331 SID 331 SIO,331 S10,331 SIO,331

Taux de couvcrturt:, dcttc pnvil';g!6e 11$ '34 '43 153 '64 114 186 20' "" 233 2$2 211
ram de oouverture Rbmrt' dctte priVllCS!6e '1$ 134 143 153 '64 114 .86 201 302 '20 ,$4 HIT

SeMCe de 11 deuc du pdt :rubardmm6 SO SO SO SO SO SO SO SO SO SO SO SO

rlux de ccuverture, deUe IUbordomJ.Sc IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A ,N/A 'N/A 'N/A IN/A
raux. de eouvenure slWlrt deuc subordomJ5c IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A 'N/A 'N/A IN/A IN/A

rotal XTVICC de 111 dcttc SIO,331 $10,331 $10.331 SIO,331 SIO,331 $10,331 $10,331 $10,331 SIO,331 SIO,331 SIO,331 SIO,331

Tam de coovertw'e, deuc totalc 11$ 134 '43 153 .64 114 '86 201 "" 233 2$2 211
TAm de couverture dwart, dcttc tlltalc '1$ '34 '43 153 '64 114 '86 201 302 420 '$4 707

Flux de uisorene oec apra !eIVice de II dcttc 52,631 $3,536 S4,493 $5,503 S6.S68 $7,un $8.878 SIO,395 $12,025 StJ,775 S15,653 $11,665

1m""" SO SO SO SO SO SO SO SO SO SO SO SO
Ol3tnbWon des pllticlpl Inconoo N/A SO SO SO SO SO SO SO SO SO SO SO SO
CottnbWons IU fonds d'amcllorauon du caprtaI SO SO SO SO SO SO SU18 $10,395 $12025 513 775 SIS,653 S11,665

$2,631 53,536 S4,493 S5,SOJ S6.S68 $7.un SO SO SO SO SO SO

811&0 do froD d'amchoratlUll do caprtal (dCtu de fa p!riodc) SO SO SO SO SO SO SO SII,II78 519,273 S31,2911 $45,073 S60.72S

BESTAVAILABLE COpy

11



cmcAGO·MlLWAUKEE mGlISPEED RAIL BASE CAS!!:

CORRIDOR FERROVIAIRE CmCAGO-MlLWAUKEE

AnalySe linadti~te lH"Elimlnalre (en mllHersde donars IIOmlnaux)

PROJECTIONS DES FLUX DE TREsoRERIE

Base annuelle
Revems des gwcbetI
Reveo.ts bon gwcbcts
SubvetllOD d'explOltatloo
Tcul~

Calks d'cxplonwoo
Flux de~ d'CxplOlunon

hum !Uf 11 t&erYc de :ICfVlOC de Ia dcUc
h:ltric sur Ie foods des uurCts iJtc:n:al1aua: (udm duB Ie prfRvemetl)
ItttlillUt Ie roods d'amtluolJon du caprta!
hum sur Ie foods d'explollallOQ
TcullmrW.~

PreJevemc1t :lUI' Ie (omb des u:rt.&m ~Ires (u~1us daos 1a~ ct I'Whlalion)

Flux de tthorene bru

Locu.londemaline1f't1l11u1:
ScMCe de Ia dette des bam pn~gJ&

5emoe de Ia dette des pits pnVl1!gJ&
Scmcc des hom d'expamlon
TctaJ Emcc de 11. dette Drivll&i6e

Taux de ccuvmure, dcttc privdep&:
Taux de couverture allum. dette mVl1!JtiEe

"""" ...........pd<~

Taux de couwmure, dette JlIbordorln6e
Taux de ccuvmun: R1uwx, dette Illbordonn6e

TctaJ semce de 11. dcUc

Taux de COU\'ettIU'e. dcttc totaJc
Taux de coovertUre RIwam. deae (wle

Flux de uUomie oct IJris ItMoe de 11 dette

1m"'"
DL!uibwon des putictpl Im:oom
CottnbWom au fonds d'am6lJoruion III capital

Bllan du rOilb d'ameliontioo du Clpital (~b!.I de Ia p!riodc)

20lS 2016 2017 2018 2019 2020 2021 2022 2023 2024
$62,943 S65.7113 568.578 S71.S?8 S74,71O m.m 581.391 S84.9SJ $88,670 S9Z,SSO
51,259 $1,314 $l.m 51.432 51,494 51,560 51.628 51.rm Sl,m $1,851

....207 $67,017 569,949 $73,010 576.205 $79,539 $83,019 586.651 590.443 $94,401

sn,443 538 S12 S39,729 $40921 542148 $43411 $44.715 $46,056 $47,438 $48,861

526.759 528.445 SJO.220 $]2,089 534,056 536.126 538.304 $40.595 $43,005 S4S.S40

$711 $711 $711 $711 $711 $711 $711 $711 $711 $711
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0

52,334 n.92S SJ,583 54.316 $5.126 56,021 $7.00s SO.,,", $9.265 510,5S4

'346 "" S407 S440 5476 5513 5553 '595 S640 ....
53,391 $4,011 54,701 $5.467 56.313 57,245 SO."" 59."'" $10.616 511.952

$0 $0 $0 so $0 $0 $0 $0 $0 $0

$30,150 532,456 $34,921 m.'S6 $40.369 543,371 "".m $49.986 553.621 557.492

$0 $0 $0 $0 $0 $0 so $0 $0 $0

510,331 $10,331 S10.331 S10.331 $10.331 $10.331 SIO,331 $10,331 SlO,331 $10,331
$0 $0 $0 $0 $0 $0 $0 so $0 $0
$0 $0 $0 $0 $0 $0 $0 $0 so $0

SI0331 $10331 S10331 SI0331 S10331 $10331 $10331 $10331 $10331 $10331

292 3" 338 .64 39' .,. '51 ... 51. .57.... 1073 120. ,5:" '7" ,.06 ,.M 2761 3147 "M
so $0 $0 $0 $0 $0 so $0 so $0

IN/A. IN/A lIN/A IN/A iN/A IN/A IN'A IN/A IN/A IN/A

IN/A IN/A IN/A IN/A IN'A IN/A IN/A IN/A IN/A 'N/A

$10.331 $10,331 $ID,331 $10,331 S10.331 $10,331 SIO,331 $10,331 510.331 S10.331

292 ". 33. 364 .., .,. '51 ... 51. '57.... '073 '209 1528 '7" "06 ,.M 2761 3147 "M
$19,820 $22,12.5 524.591 SZ7.Z2S 530,039 $33,D41 536,242 S39.6SS 543.291 141,161

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0

$0 $0 so $0 $0 $0 so $0 $0 $0

SI9.B:ZO 522.12.5 $24591 SZ7 Z2S '30039 $33,041 536 242 SJ96SS 143291 $41161
$0 $0 so $0 $0 $0 $0 $0 $0 so

$18,390 $98.110 SI20.33S $144,926 SI72,151 $202,190 $235.131 $211.413 $311,121 5354.419

BEST AVAILABLE COpy
.i

~
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- - -, - - - - .. - -- -- - - - -., - - - -CmCAGO-MILWAUKEE mGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CmCAGO-MILWAUKEE

Analyse 1llIaw:I~re prEllmlnalre (en milDers de dollars nomlnawr:)

BONS PRIVILEGIts

I~re moi~ 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
BlbnUlltal 5115.182 SltS,I!I2 $115.182 511S,182 5113,863 5112,439 SIIO,901 $109.240 $107,446 SIOS,S09 5103,416 $101.156 598,116 596.080 $93.233,"'... $4.519 $4,519 S4.St9 $4.519 54.467 54.411 $4,351 54.286 $4.215 $4.1)9 54.057 $3,CJ6A $3.873 $3,769 $3,658

PllCrIlcm du plUlClpaI so so so 5647 $698 $7S4 .." .... ,950 51.026 $1.IOS $1,197 $1,29.3 51.396 $1,508
Bl1anfinal $115.182 SII5,I82 5115.182 $114,535 $113,165 SJll.685 $110,086 $108.360 5106,496 $104.482 5102.3011 $99,9S9 597.423 594.... $91.725

Umemoitie 2000 2001 2002 2003 2004 200S 2006 2007 2008 2009 0 2011 2012 2013 2014
BdantmUll $115,182 5115,182 5115.182 $114,535 5113.165 $111.685 SHO,OM 5108.360 5106,496 $104,482 5102. 599,959 $97,423 594.... $91,m,....... 54.519 54.519 54,519 54.493 54.440 54.381 $4,319 54.251 54.178 54.099 54,014 $3,921 $3,822 53,714 $3,591
Palemem du prurlpal so so so 5672 S776 $784 5847 59" $987 $1,066 $1,152 51,244 $1,343 $1.451 SI,567
B1l11ofinal $115,182 $115,182 SII5,I82 SI13,863 S112,4)9 $110,901 $109,240 $107,446 $105.509 SI03,416 5101.156 598,716 S96,08O 593,233 590,158

Annuel 2000 2001 2002 2003 2004 200S 2006 2007 2008 2009 2010 2011 2012 2013 2014
Bl1I.nU1ll!al $IIS,t82 5115,182 $115,182 $115,182 $113.863 $112,439 $110.901 SI09,240 $107,446 $105,509 $IOJ,4t6 $101,156 S98,716 $96,080 S93.2JJ,"'... 59,037 $9,OJ7 59,037 59,012 58.906 58.792 58.... S8,5J7 58.m 58,138 $8,071 $7,890 $7.... $7.484 $7.2S6
Pa!emeras du pr1IlClpa] so so so $1,319 $1,424 51,538 $1,661 $1,794 51,937 52.091 52."" 52,441 52.636 $2,847 '3.075
Bl1I.nrmal S115,I82 5115,182 $115,182 511J,86J $112,439 SIIO,901 5109,240 5107,446 $IOS,S09 $103.416 $101,156 598,716 $96,080 S93,D3 $90,158

BEST AVAILABLE COP'!

J/



cmCAGO·MlLWAUKEE mGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CmCAGO-MILWAUKF;E

AlIaIySe 6nlUll:i~fe pnlimlllall'e (en miDlef$ de doUltt$ nomlnallX)

BONS PRlVlLEGlEs

I~remoitie 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Bllanmro.a1 S90,1511 .....,. m,2S2 519'.379 $15.196- S70.618 "':199 S60,53O $54,839 S48.693 $42.056 $34.837 527,145 S18.783 59,753 $0

Irdrit $3,537 SJ,4U7 $3,266 53.114 $2.950 52.773 $2,5111 52,375 $2,1S1 51.910 $1.650 $1.369 $1.065 S737 '383 $0

PaICmCrtJ du pnrrIp81 51,62& SI.7S9 51,899 $2.OSI 52.21S $1.m $2.584 52,191 $3,014 $3,255 SJ.SIS $3,197 54.100 $4,428 $4,183 $0

Billin fmal S88.SJO $85,079 581,352 m,ll7 572.981 568,286 $63.216 $57,740 551,826 $45,439 S38.S40 531.091 523.045 $14.355 ".970 $0

2eme moiue 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
BilanllUlial $88.530 585.079 $81,352 577,327 572,981 "'.286 $63.216 551,740 551,826 545,439 538,540 $31,091 $23,045 514.355 ".970 $0

hurCt 53.473 $3.338 53,191 $3,014 52,863 $1.679 $1.480 $2.265 $2,033 51,783 51,512 51,210 S904 'l6:J $lOS $0

PlllCmetU du pnflClPl!1 $1.692 S1.828 51.974 $2,132 $1.J02 $1.... $2,685 52.91)) 53.132 53,383 $3,653 $3.... 54.261 ".602 ".970 $0
Bllanrtnal .....,. $SU$1 w.rn $75,196 S7D,678 "'."" $60.530 $54,839 S48.693 $42,056 $34,887 517,145 $18,783 59,753 $0 so

Annuel 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
BilanUlllLll 590,158 586,818 583,252 w.rn $75,196 SiO,678 S6S."" $60,530 $54,839 S48.693 $42,056 $34,881 $27,145 S18.783 59,7S3 $0

I"'''' $7,010 $6.744 56,457 $6,14& $5,813 $5,452 $5.061 ".640 $4,18S $3.693 $3,162 $2,588 51,969 $I,JOO $S7' $0
P:uemcrts du pnrrtpa1 $3.320 $3.'" $3.m $4,183 $4,511 S4.ll'19 $5,269 $5,691 56.146 $6.638 $1,169 $7,742 $1,361 S9.030 $9,753 $0
Bllanfinll 586,838 $83,252 w.rn $75,196 $70.678 $65,79'1 $flO,530 SS4,8J9 S48.693 542,056 534.887 $27,145 $18,783 59,753 $0 $0

!1fST AVAILABLE COPY'

~~
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- - - - - - - - - - - - - - - - - - -CmCAGO-MILWAUKEE mGHSPEED RAIL BASE CASE

CORRIDOR FERROVlAIRE CHlCAGO-MILWAUKEF.:

AnaI~ Ilnalld~re prflimlnall'e (ell milDers de dollars nomlnaq;:)

REsERVE POUR LE SERVICE DE LA DETIE

leremoiti~ 200J 2001 2002 2003 2004 200s 2006 2007 2008 2009 2010 2011 2012 2013 2014
BiLtnuntu.l so $10.331 S10,331 SlO,331 $10.331 510,331 $10,331 510,331 $10,331 510,331 510,331 510,331 510,331 SIO,331 StO.:J31
CormbtlJam SIlJ,JJI so so so so so so so so so so so so so so
Ill!riu pew.u $3SS S35S S3SS $355 ms $3.55 ms 5355 $3SS S'55 $355 535S S35S $355 S3SS
PdI~vemCJts IUZ'Ie compte SJSS S3SS 5355 $355 S3SS S3SS S3SS S3SS S3S.5 S3SS $355 S3SS 5355 $3SS 53SS
BlIan rmaJ $10.331 SlO,331 510,331 SIO,lll 510,331 510,33\ 510,331 S10,)31 510,331 $to.:m SlO,3:11 SIO,331 stO,:m 510,331 $10,331

2eme moitit 2000 2001 2002 2003 2004 2005 2006 2001 2008 2009 2010 2011 2012 2013 2014
Bl1tnimtw 510,331 $10,331 SIO,331 510,331 510,331 $10.331 $10,331 $10.331 SIO,331 $10,331 510.331 S10,331 SIO.331 510.331 $10,331
Coonluiom so so so so so so so so so so so so so so so
1I1hE:u ptl'9lS $355 SJ5S S3SS $355 SJSS $3SS USS $355 $355 $355 $355 53SS $355 $3SS S3Ss
PrtIm:metIJ !UI' Ie COal(te S355 l3SS ms U55 S355 53SS S355 ms S3SS ms 5355 $'355 l3SS $35S S3SS
Btb.n(mal $10.331 $10,331 510.331 SIO,331 $10.331 510,331 $10.331 $10,331 $10,331 SIO.331 510.331 510.331 $10,331 SIO.331 510,331

Compte annuel 200J 2001 2002 2003 2004 200S 2006 2007 2008 2009 2010 2011 2012 2013 2014
BllanmrtW so $10,331 S10.331 S10.331 S10.331 $10.331 StO.331 SIO,331 SIO,331 $10,331 $10.331 S10,331 $10,331 $10,331 S10,331
CmnbdJ.am $10.331 so so so so so so so so so so so so so so
trdrttspt1\"US S111 $111 $111 $111 5711 5711 5711 $111 5711 $111 5711 $111 5711 5711 5711
Pt1!ICvemerD lUI' Ie cmtpe 5711 Sl11 $711 5711 5711 $'Ill $'Ill 5711 $'Ill S71l $'III S7l1 $711 $'Ill $'Ill
Bllanflml $10.331 510,331 SIO,331 $10.331 510.331 $10.331 SIG.331 S10.331 SIO,331 $10.331 S10.331 $10,331 510,331 $10,331 1"'.331

BEST AVAILABLE COpy

..(3



cmCAGO-MlLWAUKEE mGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CmCAGO-MlLWAUKEE
Analyse f1nllllCi~re'!l!'EliJillnaln (en mllllers de <IoUars oowlnam)

REsERVE POUR LE SERVICE DE LA DEITE

l~re moiti~ lOIS 2016 2017 2018 2019 2020 2021 2022 2023 2024
BJlaDllI1tul 510,331 $tO.331 510.:131 510.331 510.331 510.331 510.331 $10,331 S10,331 510,331
CortnlulOm $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
It'l&&lp:.~ S,3SS "" "" S3SS $355 "SS S355 S355 $>SS "SS
Pri1h'anCIU sur Ie CM1!U $355 5355 SJ5S ms 5355 "SS $355 "SS S355 "55
81lanrlDli 510,331 SIO,331 SiD.331 510,331 $10,331 S10.331 S10.331 510,331 510,331 510,331

2emcmoitie 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Bl1Inimtll1 S10.331 510.331 510,331 SIO,331 SIO,331 SIO.331 $10.:331 510.331 slo.:m S10,331
CortnbWons $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
trti:JiU~ 5355 $355 5355 5355 5355 "55 S355 "55 lliS 53"
Pritevemms sur ~ compte $355 S3SS S3SS $3" USS $355 5355 53" "" 53"
Btlanrmal $10.331 510.331 510.:331 SlO.33\ 510,33\ Sto,331 510.33\ $10.331 $10.331 510.33\

Compte aMucl 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
B\1&nu'ntb,1 $10.33\ SIO.:nt Sto::m 510.331 510.331 '110.331 $1D,331 $10.331 $10,331 $10,331
CorI(IblJ:lOQ!I $0 $0 $0 $0 $0 so $0 $0 $0 $0
hUdls~ $711 $711 $711 $711 5111 $711 $711 $711 $711 $711
Prf~etU rr.tl' Ie comtte $711 $711 $711 $711 $711 $711 $711 $711 $71l $711
BI11.Dflllll $10,331 $10.331 $10,331 510.331 510.331 $10,33. SlO,331 $10.331 SIO.331 SlO,331

SY-- -~. -- --- - -- - - - - - - - - _. -- - -



- - - - .. - - - - - - - - - - - - - -CmCAGO·MILWAUKEE mGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CmCAGO·MILWAUKEE

AWllyu llnantl~re pr~limlilalre (en mOOers de doUars DOlIllnllllX)

FONDS DES INTERETS INTERCALLAIRES (BoDS privil~gi~s et d'expansion)

Jere moitie 2000 2001 2002 2003 2004 200S 2006 2007 2008 2009 2010 2011 2012 2013 2014
Bl!atltnltw 523,121 $16,051 $8.144 so so so so so so so so so so so so
h.Erilspc:~ 5353 S2J9 Sl21 so so so so so so so so so so so so
TramfeJts en provenm::e d'.awes COOIptes 53SS 5J5S 5355 SO SO SO SO SO SO SO SO SO SO SO SO
Prilevemclts IW' Ie COOIJU 54.519 $4,519 54.519 SO SO SO SO SO SO SO SO SO SO SO SO
Bilanfinal $19.917 $12,127 $4.102 SO SO SO SO SO SO SO SO SO SO SO SO

Umemoit~ 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Bilan lJuual $19,917 $12,127 $4,102 SO SO SO SO SO SO SO SO SO SO SO SO
1ru:1it5~ S197 SI81 56' SO SO SO SO SO SO SO SO SO SO SO SO
Tnmrcns en pruYellllKle d'autrel Clmptcs 5355 5355 $355 SO SO SO SO SO SO SO SO SO SO SO SO
PrelevemclU lilt Ie COOIftC 54.519 $4,519 54,S19 SO SO SO SO SO SO SO SO SO SO SO SO
BLlan fmaJ 516,051 $8.144 SO SO SO SO SO SO SO SO SO SO SO SO SO

Annuel 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Bilanmrual 523,727 $16,051 $8,144 SO SO SO SO SO SO SO SO SO SO SO SO
l..edu_ 56SO 5420 $182 SO SO SO SO SO SO SO SO SO SO SO SO
Tramferll en pruvcom:e d'al.lfel COOlptCS $111 $111 $111 SO SO SO SO SO SO SO SO SO SO SO SO
Prilevemcru sur Ie compc $9.037 $9.031 59.037 SO SO SO SO SO SO SO SO SO SO SO SO
Bobnfmd $16,051 SI.I44 SO SO SO SO SO SO SO SO SO SO SO SO SO

.sS--



CHICAGO-MILWAUKEE HIGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAlRE CHICAGO-MlLWAUKEE
AnalySe ftnallel~re prElimIllaIre (en mUlIers de doUars IlOmlDaux)

FONDS DES INTERETs INTERCALLAIRES (Bons privllEgiEs et d'expanslon)

l~re maiti! 2O\S 20\6 20\7 2018 2019 2020 202\ 2022 2023 2024

.""'''''"'' $0 $0 $0 $0 $0 $0 $0 $0 so $0
hdrftspct\'Ull $0 $0 so $0 $0 $0 $0 so so $0

Tr~mJcrtI CD provctIIDCC d'.lUeS COOlpes $0 $0 $0 $0 $0 $0 $0 $0 so $0

~1Ur'camJIC $0 $0 $0 so so so $0 $0 so so
BI1anfil1l1 $0 $0 $0 $0 $0 so $0 $0 so $0

2eme moiti~ lOIS 2016 2017 2018 2019 2020 2021 2022 2023 2024
Btlanimt1ll $0 so so $0 $0 $0 $0 $0 $0 $0

hteras~ so $0 $0 $0 $0 so $0 $0 $0 $0
Tramfens en ~tJlrJ:IC d'lt1res com.pt= $0 $0 $0 $0 $0 $0 so $0 "' $0
PdI~\'emetlS sw-Ie compte $0 so so $0 $0 $0 $0 "' III so
Bl1anrtnal $0 $0 so so so $0 $0 so so so

Annuel 20lS 2016 2017 2018 2019 2020 2021 2022 2023 2024
Bllanmitill so so $0 so so $0 $0 so '" so1_"""" $0 III so .. so so so $0 so $0
TnmfcrU en~nce d'.wet comptel $0 so III $0 so so $0 so so $0
Pdtm:metlS IUr k canpc: so $0 $0 so so so $0 so !D $0
Bl1anflDll '" $0 $0 $0 so $0 $0 $0 $0 !O

J6
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- - - - .. - - - - - - -- - - - - - - -CffiCAGO-MlLWAUKEE ffiGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CmCAGO-MILWAUKEE

AnalySe flnaJICi~re prElimlnaire (en mOOers de doUars lIC)mlnaux)

DONS DU GOUVERNEMENT

I~re moille 2000 2001 2002 2003 2004 200s 2006 2007 2008 2009 2010 2011 2012 2013 2014
B.lanU'llual so $165,951 316,8]3 472.236 472,236 472.236 472,236 472,236 472.236 472,236 472.236 472,236 472,236 472.236 472,236
DOll' addI!IonrEll 5112,97.11. $75.438 $71.701 so so so so so so so so so so so so
BdanrlRtl $112,978 $241.395 394,534 472.236 412,236 472,236 472.236 472,236 472.236 472,236 472.236 472,236 472,236 472.236 412,236

Umemoiti6 2000 2001 2002 2003 2004 200s 2006 2007 2008 2009 2010 2011 2012 2013 2014
Bl!.anlmual 582,978 5241.395 394,534 472,236 472.236 472,236 472.236 4'72,236 472.236 472,236 472,236 412.236 412,236 47!,236 412,236
Dom .Iddltlonnels $82,978 $15.438 n.701 0 0 0 0 0 so so so so so so so
BLlaufinal $165,957 $316,833 472,236 472,236 472.236 472,236 472.2.l6 472,236 472,236 472.236 4n.236 472.236 472,236 472,236 472.236

Annuel 2000 2001 2002 2003 2004 200s 2006 2007 2008 2009 2010 2011 2012 2013 2014
BtlanlllltW so Sl65,9S7 $,316,833 472,236 472.236 472,236 472.236 472.236 472,236 472.236 472,236 472.236 472,236 472,236 412.236
DlmIaddl.uODllCu SI65.9S7 5150,816 SISS.400 so so so so so so so so so so so so
Bdanfinll Sf6S.9S7 $316,833 472.236 472,236 412.236 412,236 472,236 412.236 472,236 412.136 472,236 472,236 472,236 472,236 472,236

5165,957 old rormull

Dam du louvenEmcrt - $fl2,236 5165,9S7 51SO,876 5155,403 SO SO SO SO SO SO SO SO SO SO SO SO
SubvellJOIl. d'cltplOltl;UOll

::i·:~~;:iij;j:i;~;:
T<tl1 COIlnbttlOD:ll pubbqucs 5165,9S7 5150,876 $155,403 SO SO SO SO SO SO SO SO SO SO SO SO

CortnbwomlU foo:h d'mbonlloo du captta] SO SO SO SO SO SO SR,878 510,395 512,025 $IJ,n5 $t5,653 SI7,f16S
lmp8u",Y'o",,~_ SO SO SO SO SO SO SO SO SO SO SO SO
TlUt reYetll! du souvem:mcl:ll.

!~:::::.\;i:·j!·I;
SO SO SO SO SO SO SO SO SO 58,878 $tO,395 $12,025 Sll,715 $tS,6S3 517,665

Jmom.J. Del du goJYemcmm (S16S,9S7) (5150.876) ($15'.403) SO SO SO SO SO SO 58,578 SIO,395 $12,025 Sll,ns $IS.6S3 S17,665

TIUX de fUellJ irumc sur II partiClplUon-

J-7



CillCAGO-MlLWAUKEE illGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CWCAGO-MILWAUKEE

Analyse fInllnd~re prElintblaIre (enllllDIers de doUars nommaux)

DONS DU GOUVERNEMENT

Ieee moiti6- lOIS 2016 2017 2018 2019 2020 2021 2022 2023 2024
Bllao uutia! 472.236 472,236 472.236 472.236 472.236 472.236 472.236 472,236 472,236 472,236
Dom add1Uonncb so so so so so so so so so so
Bllanftn1J 472,236 472,236 472.236 472.236 412.236 472.236 472.236 4'72,236 472,236 472,236

Umemoiti~ 20lS 2016 2017 2018 2019 2020 2021 2022 2023 2024
Bilanirbual 472,236 472.236 472,236 472.236 472.236 472.236 472.236 472.236 472.236 472.236
Dom Idlhuonnelll so so so so so so so so so so
Bllulftnll 412,236 472,236 472,m 472,236 472,236 472.236 472.236 472.236 472.236 472.236

Annuel 20lS 2016 2017 2018 2019 2020 2021 2022 2023 2024

"""''''''''' 472.236 472.236 412,236 472,236 472,236 472,236 472,236 472.236 472.236 472,236
DamlddJtJonocll so so so so so so so so so so
BllaDflllll 472,236 472.236 472,236 472,236 472,236 472,236 472,236 472,236 472.236 472.236

Dam du gouvern:mclt SO SO SO SO SO SO SO SO SO SO
Su1mwoa d'cxplOllalloa
Tcui cottnbWom pubUquct SO SO SO SO SO SO SO SO SO SO

COIlrlbwom .u rODds d'am61loratioo du capital 519.120 m.l25 $24.591 m.m 530.m Sn.04t 536.242 $39.655 $43,291 541,161

Im"...po)'&porIe_ SO SO SO SO SO SO SO SO SO SO
TcuJ revews du gouvernc:metJI Sl9,IJ2O $22,125 524.591 m.m $lO.m $33.041 $36.242 SJ9,6SS 543.291 547,161

Rewr:IJ Del du gouvernemett $19,820 522,125 $24,591 m.m $lO.m 533.041 536.242 519,6SS 543.291 547.161

Taux de m'CIIJ ldcmc IIUI' Ia puticipabon-

~g_. - --- - - -- - - - - - - - - _. _. - -



- - - - - - - - - - - - -- - - - - - -CmCAGO-MlLWAUKEE illGHSPEED RAIL BASE CASE

CORRIDOR FERRQVlA1RE CmCAGO-MlLWAl,IKEE

Analyse llnllllitl~te pdlimlnalrt (en 1Il1Bltl's dt dollllrs IM)llIlDsux)

FONDS DE CONsrRUCTION (FINANCE PAR EMISSION DE CREANCE)

Jere molu~ 2000 2001 2002 2003
Bl1mltutW.

2Ol» 2005 2006 200 200& 2009 2010 2011 2012
so SSI.826 $26,691 so so

2013 2014

Comnlxltom
so so so so so so so so

$78,820 so so so $0
so so

PrI!lbrcm.m brW plJUf 1J, WI1:\lNl:1ltlD
so so so $0 so $0 $0 $0

JI4.351 $J3.052 S13,4U so $0
so so

Irttlitspe~

so so so so so so so so
$900 ,m 5197 so so

so so

BlbnfUlll1
so so so so so so so $0 so so

565.423 $39.351 $13.444 so $0 $0 $0 so so $0 $0 so so so $0

U::mc rnoitiC: 2000 2001 2002 2003
BII.ollulal

2001 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

COltt1b1tlom
$65,423 S39,:'5l $1~.444 so $0 so $0 so so $0 $0 so $0 so $0

PrilevClllerts brut pour b CODSltUCbOll
so so so $0 $0 $0 so so $0 so $0 so so so so

hUrits~

5.l4.'3057 ~l:1.{)S2 5n.444- so $0 so so so so so so so so
'7<0 sm

so so
Bliln rlllli

so so so so so so so so so so so
$51,826 S2fJ,tl'Jl so so so

so so
so so so so so so so so so so

Camp" annuel 2000 2001 2002 2003 2001 2005 2006 2007
8lbnitJJlhJ

2008 2009 2010 2011 2012 2013 2014

Cadnlnlons
SO $51.826 $26,691 SO SO SO SO SO so SO so .. .. SO ..

PdlCvcmeIlS bnI: pout fa cm1tJU:tJ0II.
$78,1110 so .. SO so SO SO SO SO SO SO SO SO
528,714 $26.105 $26,'" SO

SO SO

lrtfms~

SO $0 SO SO so SO so SO so SO
$1.120 .... 5197 so so

so

BdlnrrnaJ
so SO SO so so so so SO

551.826 526.691 SO SO SO
SO so

so so so so SO so so so SO SO

s;;
f



cmCAGO-MILWAUKEE mGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CmCAGO-MILWAUKEE

Analyse ftnlllld~re prilirlllnalre (ell mlDlers de doUars oomlllaux)

FONDS DE CONSTRUCTION (FINANCE PAR EMISSION DE CREANCE)

l~re moitiC 20IS 2016 2017 2018 2019 2020 2021 2022 2023 2024
BIIaD imUal so so so so so so so so so so
CortnbtlJom so so so so so so so so so so
PrtIb'emelll bnD pout II cori!lr\JCUOd so so so so so so so so so so
Irtfr!b J!Cf'9J:I so so so so so so so so so so
811m rmaJ so so so so so so so so so so

Umemoitie 20lS 2016 2017 2018 2019 2020 2021 2022 2023 2024
BlbnllllUl.l so so so so so so so so so so
COIllnbl.tJ.om so so so so so so so so so so
Ptf.lCvtmems tm. poor b. wn:struI:Um so so so so so so so so so so
IIt&itspc~ so so so so so so so so so so
81W1final so so so $0 so so so so so so

Compte annuel 20IS 2016 2011 2018 2019 2020 2021 2022 2023 2024
BllaDtnrtW so so so so so so so so so so
CorlnbWom so so so so so so so so so so
pr'ilb'emelU bnJ: pour 11 consuuctIOIl so so so so so so so so so so
lr¥!rifJper;us so so so so so so so so so so
Bl1I.nrtnal so so so so so so so so so so

/A
~V

_. - --- - - - -- - - _.. - - - - - - -- - -



- - - - - - - - - -- - - - - - - - - -CIUCAGO·M1LWAUKEE IDGHSPEED RAIL BASE CASE

CORRIDOR FERROVlAIlU: CmCAGO-MILWAUKEE

AttaIyse linallCl~re JIl'ElilltJb.alre (en mlDlers de doUars nomlnawr)

FONDS D'AMEUORATION DU CAPITAL

lere moit~ 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
BllanlID.lW. $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 58.878 $19,273 $31,298 545.073 S60.72S
Cortrlbuuom· $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $132 $281 $466 $071 -DlStnl::ulOID $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 ($132) ($281) ($466) (S671) (-)
Bl1anflrs! $0 $0 10 10 10 $0 $0 10 10 10 58.878 $19,213 $31,298 $45,073 S60.72S

U:mem01t~ 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
BllabwtW $0 10 10 $0 $0 $0 $0 10 $0 10 $8.878 S19.m $31.298 545.073 S60.72S
CotU1l:uJom* $0 $0 10 $0 $0 $0 $0 $0 $0 SlIi,8'7! $10.395 $12.025 $1):n5 515,653 517.66S
DLunlulOtlI $0 $0 $0 $0 $0 $0 $0 10 $0 $0 $0 $0 $0 $0 $0
Bllanfinal $0 $0 $0 $0 $0 $0 $0 $0 $0 58,878 519,273 $31.298 $45.073 S60,72S $78,390

Annuel 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
BI1anllDtul $0 $0 10 $0 $0 $0 $0 $0 $0 $0 SB,878 519,273 $31,298 S4S,D73 S60,72S
Cottnbuuom· $0 $0 10 $0 $0 $0 $0 $0 $0 5U78 $10,521 $12,312 $14.241 $16,324 $18,569

DutnbtllOlll $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 ($1:32) (S281) ($466) ($611) ($904)

Bitanflml $0 $0 $0 $0 $0 $0 $0 $0 $0 58,878 $19,21:3 $31.298 545.073 S60.72S $78,:m

~ mcrCb~ sur Ie form d'amElllntioa du aprtJJ sort m:1U!I dans Ies COJlnbWom

6/



CmCAGQ-MlLWAUKEE mGHSPEED RAIL BASE CASE

CORRIDOR FERROVIADlE CmCAGo-MlLWAUKEE

AnalySe flnalldere !l!'elhllll1a11'~ (.III\lIBi~r$d~ dollafs nomlnall1<)

FONDS D'AMEUORATION DU CAPITAL

lere rnoi~ 20lS 2016 2017 2018 2019 2020 2021 2022 2023 2024
BtlanlmlW 578,390 598,210 $120,335 $144.926 SI72.1S1 SlO2.19O S23S.231 5271,473 5311.128 $354,419

CottnlutmD- $1,167 51,461 $1,792 $2.158 S2,563 53.010 S3,S(12 $4,042 $4,632 $5.277
DlSlnbWoos ($1,167) ($1,462) (51,792) (S2.ts8) (52,5631 (5:l,OIO) (53,502) ($4,042) (54,632) (5S,277)
Bt.lanfI.III1 $18,"" $98,210 $120,335 $144.926 5112,151 Szoz.t90 $235.231 SZ71,473 S:H I. 1211 $354,419

Umemoroe 20lS 2016 2017 2018 2019 2020 2021 2022 2023 2024
Btlan UDtW 578,390 $98.210 $120,335 5144.926 $172.151 5202.190 mS.231 S271.473 $311,12& $354,419

CodnbutiOlD- $19,820 $22.125 S24,S91 527,215 $30,039 533,041 $36.242 m,6SS 543.291 S47,161
DlSlnbWOUI SO SO SO SO SO SO SO SO SO SO
Bllan fU'd1 598.210 SI20.33$ 5144.926 $172.151 S202,19O 5235.231 mt.473 $311.128 5354,419 401.580

Annuel 20lS 2016 WI7 2018 2019 2020 2021 W22 2023 2024
BtbniniuaJ 578.390 $98,210 5120.335 $144.926 $172,ISI SlO2.,l9D 5235,231 $271,473 5311.128 $354,419
CClrlntuJOOS'" $20,937 S23.5RR 526.383 529.383 532.602 $36.051 539,745 $43.697 S41.923 $52.43S
0""""""", (51,167) (SI,462) (51,792) (52,IS8) (52,563) ($3.010) (53,502) ($4.042) ($4.632) (55.277)
Btlanfmtl $98.210 $120.335 5144.926 $172.151 5202.190 5235.231 $271.473 SJIJ,l2S $354.419 401.5110

-Lcs udr£u pcr;wI lUI' Ie (onr:& d'am~UomJOQ du capstaI soQ: ur;1us dam Ic:II c:odribWOI1I.

""~
IIIIiI - - - - - --_. - -- - - - - - - - - -



- - - - - - - - - - --CmCAGO·MILWAUKEE mGHSPEED RAIL BASE CASE - - - - - - -
CORRIDOR FERROVIAIRE CmCAGO-MILWAUKEE

Analyse Ilnancl~re Jll"~lliltIlIaIr~ Jell mllUers de doUarsl1OmlnailX)

PARTICIPATION PRIVEE

Jeremoitte
Bllanmmal
Com>""'"
BllInfiRlI

Umemoitie
Odlnlnllfal
Cmn1u1ot'1l
BJlanHnaJ

Annuel
BllanlmttaJ
CottnbWom
Bllanfmal

2000
so
so
so

2000
so
so
so

2000
so
so
so

2001
so
so
so

2001
so
so
so

2001
so
so
so

2002
so
so
so

2002
so
so
so

2002
so
so
so

2003
so
so
so

2003
so
so
so

2003
so
so
so

2004
so
so
so

2004
so
so
so

2004
so
so
so

200s
so
so
so

200s
so
so
so

200s
so
so
so

2006
so
so
so

2006
so
so
so

2006
so
so
so

2007
so
so
so

2007
so
so
so

2007
so
so
so

2008
so
so
so

2008
so
so
so

2008
so
so
so

2009
so
so
so

2009
so
so
so

2009
so
so
so

2010
so
so
so

2010
so
so
so

2010
so
so
so

2011
so
so
so

2011
so
so
so

2011
so
so
so

2012
so
so
so

2012
so
so
so

2012
so
so
so

2013
so
so
so

2013
so
so
so

2013
so
so
so

2014
so
so
so

2014
so
so
so

2014
so
so
so

"i
r!i:~

COlUIbtbms de partJclputoo
COflflbwom de p!U1JClp&1lon· dl!fictt d'explcitatton
RcYcms amoeb de t-JtJc:Jplllon
Flux de trborene net de plrtJctI-Jfon

Taux de revelD Ulemt !Ur la ,-rtJCtpatjon

Somm,

::i;i=:;::;:;:;i!::i:;::::::; : :

::::!·~.:·~~;·:f::i :~muk:~~ B ~mm

so

so
so

so

so
so

so

so
so

so

so
so

so

so
so

so

so
so

so

so
so

so

so
so

so

so
so

so

so
so

so

so
so

so

so
so

so

so
so



cmCAGO-MILWAUKEE mGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CmCAGO-MILWAUKEE

Analyse lllland~re prEliJIIi1IaIr. (e.. mOOers de dollars IlOmwaux)

PARTICIPATION PRIVtE

I~rc moitlt 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
81lan uuual 50 50 50 50 50 50 50 50 50 50
Cottnbwom 50 50 50 50 50 50 50 $0 50 $0
Btlaa riMl 50 50 50 50 50 50 $0 50 50 50

Ume moiti~ 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
BdanlDllial $0 50 50 $0 50 50 50 50 50 50
CoruabWom $0 $0 $0 $0 50 50 50 50 50 50
8I1anfiml $0 50 50 50 50 50 50 50 50 50

Annucl 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Bl1aDUl:lual 50 $0 $0 50 50 50 50 50 50 50
CortribWom so $0 50 so $0 so 50 50 50 50
Ollan ram! 50 50 $0 $0 $0 so 50 50 so 50

COIUlbwom de pIlUC!pal1OQ 50 so so so 50 50 $0 $0 $0 50
CO!UIbwoos de patUcipabOD - dUtctt d'cxplOitatioa
Rtverm anwelJ de parttCiplr:IOO 50 50 50 50 50 50 50 $0 so 50
Flux de tr&orerie net de~OG 50 50 50 50 50 50 50 50 50 50

TIUX de ln1:I1I iItmIc sur 11 paruciptiOll

(,1
!

-- - -- ... - - _.. - - -- - - - - - _. -- .. -



- - - - - - - - - - --CmCAGO-MILWAUKEE mGHSPEED RAIL BASE CASE - - - - - - -
CORRIDOR FERROVIAlRE CmCAGO·MILWAUKEE
.Analyse Ilml1ll:l~e l>r~liJiIIIIaire (ell milllers de dollars MlIllnaWl)

BILAN DE FIN D'ANNiE

ACTlFll

Btlandef. foo:h
Faoo... d'udrits Imn:allau'e!
R&eTVe de 1eM~ ik h dttte
Fond!! d'am6hontlon du l2p1!al

ForWde~OIl

BIIan Iwl des fonb

Immob1lwtl~

In("""""",

Am~lllJl~lInnde b. tUUoo.

Nouvelles lItatIon'l

Milfnd:rouhl1
Atellef d'ertm!en

Droudc~gc

TcuJ coW fmam:tm: ImmobilDCs
Totalperoel
~OD lCCUmuJk
ImmOOWsalllll1'llEttc:lll

TttlIaetif'

OBLIGATIONS ET PARTICIPAnON DES ACTlONNAIRES

SIJIID pnvillgJb
Pda pnvl16gIh

-~B\?md'cxpansIOO
TlUI obbp11OR1

Co«nbw.cas dll dcu. pWlt~
Capital pnve vaX
Bf;r£fK:eS JIODdlstnbuCs
TotaJpattJCtpllIicm~KtJnmllim

OfIhgaUOOI « PlftiCipaUOlI dell .III:XitmnIlreI

~.,~t<>

;qf

1999 2[00 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

523.127 $16,051 $8.144 SO SO SO SO SO SO SO SO SO SO SO SO SO
SIO,331 510,331 510,331 $10,])1 $10,331 $10.331 $10.)31 $10,331 SIO,J]I SlO,331 S10.331 StO.33l $10,331 SIO.)3! SlO,3Jl 510,331

SO SO SO SO SO SO .so SO SO SO sa.87H S19.m 531.298 S4S.07J S60.725 S7t390
S1B,B2lJ $51,126 lliOO' SO SO SO SO SO SO SO SO SO SO SO SO SO

Stll,S18 S18,2UIlo $45.165 $10,331 $10.331 510,331 $10,331 $10,331 SIO.331 SIO,JJI $19.209' S19,6JJJ $41,628 SSS.400 $71,056 $88,721

SO 5104.920 $230.999 $360.861 SJ6O,S61 SJ60.861 \30:10,861 $360,&61 5J6l),361 5360,361 $300.861 5360.851 $360,861 $360,861 $360.861 5360,861

SO 16.114 $13.460 $21.027 $21.027 $ZI.027 $21.027 $21.027 $21,027 521.027 521.027 $ZI,0Z7 521.027 $21,027 S21,0Z7 521,011

SO 187 $191 Sl99 S199 sm .,.. $299 ,,.,, S299 ,,.,, S299 '299 S2'l9 S299 $299
SO $16.937 531,290 SS8,:z.~J SS8.l5J $SR,ll3 $sa,2S3 $58.253 $SR.2SJ $58,253 $j8,25J $SB,2S3 $58.253 SS8,ll] SSS,2S3 $5«,153

SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
SO 547,391 547,391 541.3'91 $47.391 547,391 541,391 $47,391 $47,391 $47,391 541,39t $41,391 $47.391 $41,391 $47.391 $47,391

$2,304 sum S2.t44IJ 5>2 ... $3S,5Z7 $39.063 $4',SS6 54.059 $55,627 $6J 319 S63 319 563,319 $63319 S6J,319 $63.319 $63,319

S2.30. 5186,544- $Jso,m S5W.W 523,J58 526,894 531.387 536,890 S4]A5lJ. 551.150 5S1,15Q 551.150 55Usn 551,1SO S51,ISO 551,1SO

SO SO SO SO $31.036 562,282 593.194 $12.5632 5157 860 $190 S44 $t2.1,W 155912 288597 321,281 3539S5 386,649

52."" $186,S44 S3so.m SSlO,727 492.3U 464.612 437.593 411,158 38S,m "".... 327.922 295.238 262,553 229.... 197,18$ 164,501

$U5.182 SZM.7S2 S395.937 SSlt.0S8 SOl"" 474.943 '"7,924 421,S8I 395,928 J70,9J6 347,130 324,841 304,182 285,273 268,241 253,222

5115,181 SU5,182. 5115,132 Sll5,UZ 5113.863 $112.439 $110,901 5109,240 $101.446 StOS.S09 $101,416 SIOl.IS6 $93,716 ....080 $91.233 S90,l58

SO SO SO SO SO SO SO SO SO SO so SO SO SO SO SO
SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
SO SO SO SO SO so SO so SO so so so SO SO SO SO

$115,182 5115,182 sm:,I82 $115,1&2 $1(3.363 $tI2,439 $f1O,901 SIO!l.240 SIUf,446 $105,509 $IDJ.416 SlDl,JS6 $98,716 ....080 S93.21J $90,158

SO S149,S70 S2M,755 S4IS.876 $]91.214 $366,552 $341.81;0 U17.m $292,S6S S267.9m $Z4],241 $218.579 5193.917 $169.255 1144,593 $119.931

SO SO SO so SO so SO SO SO SO so SO SO SO SO SO
SO SO SO SO ($2,425) ($4,0481 ($4,861) ($4 ~80) ($4083) (S247Sl 54" S5.106 11549 19931'. 30416 43,133

so $l49.570 S'18O,7SS S41S.8I6 ]88.189 361.504 337.023 312,348 288.482 265.428 243,714 223.685 205,466 189.193 175.009 163,064

$115.182 5264,1'2 $395.937 5ll.058 502,652 474,943 447,924 421,588 395,928 J70.9J6 347,130 324.841 304,182 285,273 268.241 153,222



CORRIDOR FERROVIAIRE CmCAGO-M1LWAUKEE
AnalySe Ilnanci~re prElimlnaire (e.. mlDlers de dollars lIOllIillaWl)

BILAN DE FIN D'ANNEE

ACTIn

Bilan des roMs
Form d'ltl!r&! bleroalLaIre.<s
Reserve de lervice de Ja deae
Ponds d'am~horat:lOQ du capttal
Ponds de comtrue:lloo
Ehlln tcUI des roms

ImmobtlWllom
InC""",,",,"
AmoEllOnllou de 111 ItalJOD
NouvdJesSUlJ.am
MltCndrou1aJt
A1elJer d'mretK:n
Droll de passage
Total <:oJ(ls ftalOCien immobtlu!ll
Total plrnel
~OdICCUD1uJ6e

bnmobd1sattOO!lDelItll

TtUlla1fl

OBLIGATIONS eT PARTICIPATION DBS AcnONNAIRBS

Bompnwtg!&
"""pnm!#>
""".-......
BO'I:IlIId'CXJ-DI1OD
TWl DbhgabOlli

CortnbWom de doni pubbcl
ClprtalprM~

BCriflCC3l DOD duln1lu&;
Total pettJQplUoo des aetl0nnatre9

Obligations el p-.tlcipltioa des llC2.Ionnalra

CmCAGQ·MILWAUKEE mGHSPEED RAIL BASE CASE

lOIS 2016 2017 2018 2019 2020 2021 2022 2023 2024

so so so so so so so so so so
$lO,:m 510,331 $10.331 $10.331 $10.331 $10.331 $10.331 $10.331 510,331 $10,331
598,210 $120.335 $144.926 SI12.IS1 $202.190 $235.231 S271.473 $311.128 $3$4.419 $401.580

so so so so so so so so so so
$108.540 $130,666 SISS.2S6 $182,482 $212.S2O $245,561 S28I.804 ~21.4S9 5364.749 5411.911

S360,861 nso.861 S360.861 $360,861 $360.861 5360.861 S360,861 5360.861 5360,861 $360,861

$21.027 521.027 521,027 $21.021 521.027 $21.027 521.027 S21.0T1 $21,027 $21,027

S299 S299 S299 'm S299 ,m '299 'm ,m S29'I
$58.253 $58.253 S58.2S3 $58,253 $58,253 $58,253 $58.253 558.7.53 $58.7.53 $58,253

so so so so so so so so so so
$47,391 $47.39l $47,391 $47.391 $47,391 $47.391 547,391 547.J91 547.391 547.391
S63 319 S63 319 $63 319 $63,319 S63 319 $6],319 S6:J,319 563.319 $63,319 S6J.319
551.ISO 551,150 551.1SO 551.1SO 551.ISO 551.150 551,ISO 551.1SO 551,ISO 551.1SO
419.333 452017 ... 000 480,803 ....... 482,410 483,213 484,016 484 819 ..5622
13U17 99,133 71,150 70,347 69,544 68,740 67,931 67,134 66,331 6S,'ts

2AO,357 219.799 27ii._ 252,829 282.064 314.302 349,741 m,m 431.080 417.438

586,838 583,252 m.m $15,196 S1O.678 565.799 $60,530 $S4,839 ....693 S42,0S6
so so so so so so so so so so
so so so so so so so so so so
so so so so so so so so so so

"'.83S $83.252 m.m $75,196 $70,678 565.799 $60,530 $54,!J9 ....693 $42,056

m.w S1O.606 549,491 S48,S85 ....21"> $47.673 $47,067 $46,461 545,855 $45,249

so so so so so so so so so so
58,251 75941

'" S37
128.748 163 107 200 '29 242144 287,292 336.532 N),I34

153,520 146,547 147.028 177,633 211,386 248.502 289.211 333.753 382,387 435,383

240.357 219.799 27ii._ 252.829 282.064 314.302 349,741 m.m 431.080 4n.439

L".-"iI:iY.e$

,-
L__ - - --- - - - - - - - - - - - -



CIDCAGO-MILWAUKEE IDGHSPEED RAIL BASE CASE- - - - - - - - - - - - - - - - - - -

t7

CORRIDOR FERROVlAIRJ!; CmCAGO-MILWAUKEE

Analyse flnalld~to pr~limInaIre (ell mOOers de dollats nomlnaW<)

COMPTE DE REsuLTATS

Revcm des gwcbcts (velle des btUecs)

Rcveoo supptemCItaIn:
Subverl.1OQ d'cxp!:lJIItalJDII
Tculrevew

D!pe115eS d'cxplottWOD
Depr6:tal10f1 ftm.B;tCre
BC~fice~rauOl1llel

La:auon de mmnel roo1Id.
hUmpcf91
Co(ldc:ll utCr&s
~~rlCC .WIt lUeS

lmpjt :lUI' Ie I"CVmJ pe~ par Ie louvenanell. a.&ral
lmp& lUI' Ie I"CVmJ~ pu I'&al..........

2001 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

537.653 S19,JOO $41.020 $42.815 544.688 $46,64] 548.... $50.1115 $53.033 5.55,359 $57,781 S60.:109
$1'3 '786 58'" 5856 .... '933 597' $1,016 51,061 SI,IIJ7 51.156 $1,2:06

538.406 $40.086 $41.840 543,671 S4S,S8Z $47.516 $49,658 $51,831 '54.... $56,466 558.9:11 $61,516

526.265 521,053 $27.865 $28,101 $29.562 530,449 $31.362 532,303 $33.212 534,270 $3.5,293 536.357
SO SO SO 56,314 S6,SM 56.SO $7,176 $1566 18,O'l2 58 022 18,022 S8,022 SS,022 58,022 $8,022

55.766 $6,449 $7.125 57.794 58.454 $9,106 $10.274 $11,506 SI2.805 514,174 $15,616 $11.136

SO SO SO SO SO SO SO SO SO SO SO SO
$821 5834 .... S863 5879 S89' 5913 51.197 $1,529 51.910 52,345 52.'37

$9012 58906 58 792 SS.669 $8537 S8.393 $8.238 $S.001 578'lO S7,69S S7.434 $7,2S6
($2,425) (51.623) ($819) ($13) S796 51.608 52,949 54.633 56.444 $8,389 $10,477 512.717

SO SO SO SO SO SO SO SO SO SO SO SO
SO SO SO SO SO SO SO SO SO SO SO SO

($2,425) (51.623) ($819) ($13) S796 $1.608 52,949 54.633 56.444 58.389 $10.477 $12,717



CORRIDOR FERROVIAIRE CmCAGO-MILWAUKEE

Analyse flnatM:l~re pr~limIllalre (en mlDlers de doUars nomlnaux)

COMPTE DE REsuLTATS

RevetIJ des gwcbeu (vetU des bslleu)
Revew suppl&neu.atte
Subvemoo d'explOlWlon
Tocalrevetl1

Dlpenses d'ezploiWjon
DEpr6aatlon finm::i!re.."'''''''''''''''''''''''
Location de mumcl rw1m.
hdr&pe~

CoQr. des ildriu
~~rK:el.vm;t1JtC3

lmpOt sur Ie revezI.I~ par Ie gouvememCl1 Rdml
lmpllt sur Ie revew~ Pit I'CUt

.,.....""

CmCAGQ-MILWAUKEE mGHSPEED RAIL BASE CASE

20lS 2016 2017 2018 2019 2020 2021 2022 2023 2024

562,94Il 565.703 568,578 571,578 574,710 m.m $81.391 $84.953 S....1O m.5SO
$1,259 51,314 51,372 51.432 51.4lJo' 51,S60 51.628 51.699 51.m $1.851

....201 567.017 569.949 573,010 $76.205 $79.539 $83,019 $86.652 $90.443 $94.401

531.448 $38.572 $39.129 $40.921 542,148 543.413 $44.715 S46.0S6 547.438 m,II61
S8.022 $8022 $6868 SI97 SI97 5197 SI97 5197 5197 $197

$18.731 $20423 $23,352 5)1.892 5)3.859 $35.929 $38.107 540.398 542,808 545,342

so so so so so so so so so so
53.391 54.011 54:701 $5.467 $6,313 $7,245 $8,269 59."'" 510,616 $11,952
$7.010 $67" $6457 $6'41 $S113 55 452 $5061 54.640 54,185 53.693

51S.1I8 517.690 521.596 531.2tt $34,359 m.m $41,314 $45,149 549,239 553.602

so so so so so so so so so so
so so so so so so so so so so

515,111 S17,690 $21,596 $31,211 534,359 $37,722 $41.314 $45,149 S49.2J9 $5).602

J'~
1:;&<

-- - - - -- - - - - - - - - - - - -



- - - - - - - - - - --CHICAGO-MILWAUKEE HIGIISPEED RAIL BASE CASE - - - - - - -
CORRIDOR FERROVJAIRE CHICAGO-MILWAUKEE
AttaJsse ~~i~r. pr~linIlnaIr. (ellll1un••Sd. deUllI'S I1OmlnallX)

ESTIMATION DES IMPOTS

Rcvelllde1 gwclEt.I
Revell1tuppt&netU.~

Subveltlon d'cJq)IOltllJon
TWlreveoo

DEpc:lISCId'e~101tBlion

Dtprictauon des taxes

BmfrH:e opl:ratlortnel

LocaU.oo & mJl!nel rou1ua
frl&kpeI\'U
COIkdc:a i~rCu

B!~fm and tuu

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

$.11,653 $39,300 $41,020 $42.815 ....... 546,643 148..... 550.815 SSJ,D3I $55,359 $51,781 SM.""
$7SJ $7" S02IJ S8S6 '894 ,om m. S\.016 51,061 $1.101 $1.156 51,206

SlUM S40.G86 $41.840 S43,6'71 $45,582 $47.576 $49,658 $S1.83l $54,099 S56.466 $58,937 $61,516

1M.2t.iS tv,OS] 527,865 $28,701 529,562 530.449 $.11.362 $12,303 $3J,m $34.270 $35,298 S36,JS7
$13,441 man 511259 $21635 $28.075 528.53t !E2A.531 $28531 528,531 S28,S]t SU,SJI 528,531
(SI.30!) ($14.060) (513.384) (512,715) (512,055) (511.403) (SIO.DS) ($9,003) ($1.104) (56.335) (54,Im) ($3.373)

so SO SO SO SO SO $0 $0 SO SO SO SO
$821 $814 $M8 S863 $879 $!9S $Q13 $1,197 StS29 suna $1,345 n,an

$9...012 ~S8.~ S8,m___ $8,569 __ ~,S31_ ---.D.m ~,238 SS,07J _ S7,890 Si~__ $1,484_ __..17.156
($9.492) (522,132) (521,328) (520,5'Z2l (5\9.113) ($llI,9Ill) (511,5tiO) (515.876) (514.065) ($12,120) ($IO.OJ2. ($7.m)

RqJon: de taxes pourpem:s sur cidllJlI
Revem tmpoAbte

S<l
so

~.4.n) j$31.624) __ (S52,952) (S!':J,474) ($9],1~ _($Iq:!,595) _ (S9'8.024) .f$9Z,Sn) (S86,I16)_ ($18,521. (~,6S))

~ SO SO $0 SO $() SO SO SO SO SO

Im~ sur Ie t'CVeDl pcr;u pat Ie gowem:mm f6dmI (34")
lmpllt JUt Ie cevcwp:t';Uparl'fW(9,5'J.)
lmpBl JUt Ie revem r~l"Il el de I'~

.# .
tI "".,>

S<l
SO
so

S<l
SO
SO

SG

'"SG

SG
SG
SG

SG
SO
SG

SO

'"SO

SO
SG

'"
SO
SG
SO

SO
SG
so

SO
SG
so

SO
SO
SO

SO
SO
so



CORRIDOR FERROVIAIRE CmCAGo-MILWAUKEE
AnaIysellnailCiere prElimil1alre (ell mOOers de doUars IIOmlnaux)

ESIlMATION DES IMPOTS

RcvCDU des JWCbets
Revew supplCmClULR
Sul!velt1on d'cxplOltlltOQ
TotIlrcvem

Depcmc:s d'cxplortaUOll
DCprkJaIJon des taxes
BelirlOe ~rulOrttd

Locallondc ntat!riel rou1aJs
hl6ritper;u
coCa des huras
m:nmce avan lUclil

Report de taxcI pow" pcrtcs ItU' cuq am
Rewm1 unpoublc

lmpllt !tlI' Ie reYCml~ par Ie gouvemcmetf f6d&al (34'1i)
Impllt mr Ie rcvem1 PCfiU par I'lul (9.5'1i)
Impllt sur Ie m'CW f6dEnl et de l'Ew

CmCAGD-MILWAUKEE mGHSPEED RAIL BASE CASE

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

562,941 56.5,703 568,578 S11.S78 $74,710 m,m SRI,391 S84,953 $88,610 S92,5SO
51,259 51,314 Sl.m $1.432 51.494 $1,560 Sl,62! 51.699 $1.773 51,851

564,207 $67,017 569,949 $73.010 576,205 579,539 $83,019 5'6,652 $90,443 594,401

$37,448 538,572 $39,129 $40.921 $42,143 $43,413 544.715 546.056 $47,438 548,861
$28,531 S279" S27.m 5197 5197 5197 5197 5197 5197 St97
(51.TTl) "91 52.843 531,&92 533,859 535,929 $38.107 $40,398 $42,808 545,342

SO SO SO SO SO SO SO SO SO SO
S3.391 54.011 54,701 55,467 $6,313 51,245 58.269 $9,390 510,616 511,952
$7,010 56144 56.51 S6.143 55.813 SS,4S2 $5061 S4,640 $4,185 $3,693

($5,391) ($2,242) 51,087 Dl,211 534.359 531,122 541,314 $45,149 S49.239 $53.602

(SS9,8SS) (S49,J99) lS37.576) ($25,457) SO SO SO SO SO SO
SO SO SO 5S.7SS $34,359 $31,122 SCI.314 $45,149 $49,239 553,602

SO SO SO SO SO SO SO SO SO SO
SO SO SO SO SO SO SO SO SO SO
SO SO SO SO SO SO SO SO SO SO

70
f$

I- _ - - - - - - - - - - - -- -- - -



- - - - - - - - - - - - - - - - - - -CIDCAGO-MILWAUKEE IDGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CmCAGO-MlLWAUKEE

Analyse flDand~re prElimlllaIrt (en mlDlers de dollars nomlnaux)

REsuME AMORTISSEMENT

T:u./X d'unpjt fedE!1LI mr Ie revem det~& 3400%

Taux d'unpOt pet9J par l'b 950%

A.uIl6camortJueUlttt

TYPE 0'ACTIP Sommc VK: ~""
, 2 3 4 5 • 7 • 9 I" II 12 13 14 15,.."""""'" I IS PUlllnCll.re 66667% 66667$ 6.6661'1 .""'% 6E667fA 6""'% 6....," 66667~ 66667% .""'% .""'% 66667$ 6 6667% .""'~ • 6667%

AmCll£lf311OQ de 1IlhillOD , 30 PWD:1Cre 33333'1 33333'1 33333'.1 33333'1 33333S{ 33333'1 33333'i1i 33333'1 33333'.1 33333'1 33333'1 33333$ 33333'.1 33333'J, 333331,{
SULton suppl&ncrntte 130 FimDCIUe 33333" 33333'1 33333% 33333'1 33333$ 33333'1 3.3333'1 3333]'1 33333'1 33333$ J 3333% 33333$ JJJJ3% :3 3313'5 :3 3313%

Mll!ndroulart. I t4 F"",,",", 11429'1 71429'1 '71429'1 71429'-' '71429% 11429% 71429% '71429'.1 71429$ '71429'1; 71429$ 71429$ 71429'1 71429'1
A1cllcrd'crtreUcn '30 PIIIlD:1Cre 33333'1 33333'1 33333'1 33333'1 33333'1 33333'1 33333'1 33333'1 33333'.1 33333'1 33333'1 33333$ 33333% 33333'1 ]]333%

I"~ O~7 15 tmpOtord!l:lil~ 33333~ 66667% 6666711 66667~ 666671 66667'1i 666671- • 6667% 666671 66667$ 666671 • ....,% 666671 66667% 66667'1
Am~lJonuOllde 11 lUlloo o983333333 30 tmpOtonhtD.~ 16667% 33333~ 33333'1 33333% 333331 33:333% 33333'1i 33333% 33333'1 333:33'1i 33333'1 33333$ 33333'1 33333~ 33333%
Stat!onsupplbnc:rtIJm 0983333333 30 tmpiltoah~ 16661'1i 33333'{, 33333'1. 33333'1. 33333'1 3 3333~ 33333'1 33333'1i 33333lJ 33333'1 33J331 33333$ 33333% 33333% 33333'1i
M~ndrotJ.1m 0928571429 14 lmp6tonhtJl~ 3.S714'1 71429'1 71429':5 71429'1 11429~ 71429'1 11429... 11429% 71429% 11429" 71429$ 11429$ 11429% 35714%
Aleller d'ettn:tJ.c:n o983333333 30 1m""""'"""" 166671 33333$ 33333'1 33333'1i 33333'1 33333% 33JJ3$ 33333$ 33333% 33333" 33333'1 33333$ '33'333% 33333% 33333'1r

,..""""""" I " ImP&acoEl~ 3150'J, 1.2190t;C; 661'7n'l 61770S 57130'1 52850'" 488RO'Ii 45220S 44620% 44610lJ 44620S 44610$ 44620% 44610'li 44620%
Am6hOl'llloo de Ia &Ilian '30 Im""~ 3 ,50S 72190" 6.6'T1C% 6rm" S113Q'I 51&50" 4 ...." 45220" 44620'1. 44610'1 44620% 44610'1 44620'J, 44610% 44620'.'
SunODJUPplEme:ttam: 130 Im"""'~

3750$ 72190lJ 66170'1 61770$ 57130$ '52850% 4 ....% 45220% 44620% 44610% 44620'1 44610'1 44620% 44610'1 44f,20'Ii
MaUndrouiaIt , '4 1m"""'I&6 3 750'1 72190'1 66771l% 617701- 57130'1 5U5O'" 48880'1 4 5220" 44620% 4 4610'1 44620'1 4 4610$ 4.4620% 446lO'Ii 44610'1.
Aleberd'~ 116 3C """""""&6 315O'J, 12190$ 66710% 61770'1 S7IJO'I ,""'% 4 8880% 4 SZ20'I 44620% 44610'1 44620'1 44610:1- 44620% 44610'1 44620%

7/



cmCAGO-MlLWAUKEE mGHSPEED RAIL BASE CASE

CORRIDOR FERROVIAIRE CmCAGO-MlLWAUKEE
Analyse ftnand~re prElimlnalfe (en mOOers de doUars DOlIllnaW<)

REsuME AMORTISSEMENT

TI.WI: d'unpt'lt f6dCnl1llJ' Ie revem des SOClEt&

Taux d'unp&. pe~ par l'hI!

TYPE O'ACTIP sanm.
"

17 " "
M 21 22 23 24 25 2. n 21 29 JO

""""""""" I
Ameliarmon de la italian I 33333'1 333:13'1. 33333'1 33333'1 3 33~B" 33333% 33333'1 33333'1. 33333% 33333'1 33333% 33333'1 33333$ 3333n 33333'1;

Sta!J.OD :ruppIbner.um: I 33333'.( 33333'1 33333'3r. 33333'1; 33333'1 33333'1 33333'1 33333" ] 3J33i; 33333'1 33333% 33333'1 33333'1 33333'1 33333'1
MattndroulaIt I
Atc:berd'ettrctitll I 33333$ 33333% 33333'3r. 33333!l 33333% 33333'1 33333$ 33333'1 33333" 33333'1 33333'1 33333'1 33333'1 33333% 33333%

lof"""""" 0 ........7
Aml:hOBlJon de la statiOll 0983333333 33333~ :3 333JSiS 33333. 3333311S 33333'1 33333% 33333'1 33333'1 33333% 33333% 33333$ 33333'1 33333'1 33333'1 33333'1
Stauoo supplbnetUUe 0983333333 33333'1 33333'1 33333'1 33333% 33333'1. 33333$ 33333'1 33333'1 33333'1 33333$ 33333'; 33333% 33333~ 33333~ 33333~

MatEnel roulall 0928571429
A1e1Jer d'cumten 0983333333 33333'; 33333" 33333% 33333% 33333% 33333" 33333" 33333% 33333'.& 3 3333'1 3.3333~ 333331- 33333'! 33333f, 33333%

lof"""""" I 446101 4 4620~ 44610f, 4 4620~ 44610f, 223101
AmElioration de 1a !Wi0l] t 446101: '4620~ 4 4610~ 44620~ 446101 223101-
SWion suppIlmeu.ainl t .. 46101 44620f, 44610$ 44620$ 44610$ 22310$
MllI:rielrouJart I 44610$ • 4620~ 446101. • 4620~ 446101> 223101>
AleHcr d'cttmteD "' 44610'1: 4 4620~ 44610"; 4 4620~ 44610"; 223101 .oo~ 400~ 400~ 400';

z;L

1- - -- .. - - - - - - - - - - - -- - - -



- - - - - - - - - - - - - - - - - - -CillCAGO-MlLWAUKEE illGHSPEED RAIL BASE CASE

RECAPITULATION DES AVOIRS HORS BILAN
Valeur d'adlat tdlie des.VOIT!!

AnDIe zooo 2001 200% 2003 200C ZOO5 - 1Ila1 - - 201. 201\ 2011 2013 20"
AnDIe du proJ<t -, -I • I 1 3 • 5 6 7 8 , ,. 1\ 11
AnDIed''''''- 2lJlII 200% 2003 200C ZOO5 - 2Oll7 2008 - 201. 201\ 2011 2013 20.. 1015

MEtbcamIris!na!llt fiJWe

ACTIFS (A Ia dale de mise en e",lohallon I=~.=-

I"'"""""",,

W
SI04.9Z0 $ZJO.999 5300,861 $360.861 SJro,861 5360,861 SJ6O,861 $J6O.861 $360,861 S360,861 $:360,&51 $360,861 $360,861 S3«J,B61 '$36('l.!61

AmllJor.Wondc lalUtlOll ", $6.114 S\).46ll S21,on S21.f11:1 $21,027 $21,027 521.027 521.027 521,027 521,027 $21,027 S21.m $21,027 S21.rm $21.027
Sl&1Iom5IIpJI1&nettaite! " $87 5191 1m 5m 5m 5m 5m 5m 5m 5299 5m 5m 5m sm 1299
M~ncl mulatt :" $16.937 $J7,ZC» $58.253 SSS.1S3 S58,2S3 $58,253 SSS.2S3 $58,253 558,253 $58,253 558,253 SS8.2SJ S58,2.53 S58,2SJ $58.253
Ateherd't'l'ln:l1en SO SO SO SO SO so SO so SO so so SO SO SO SO

ACTIFS LItE A L'EXPANSION
l!1frutructW'1:

~
SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO

Amfllorstlou. de 1& D1lon ··S· SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Sooons suppl6mcd.l.J.R:a, "'1 SO SO SO SO so SO so so SO SO SO SO SO so SO
Mmnel rwIal1 SO SO SO SO so SO SO SO SO SO SO so SO so so
Ateber d'ettreticn ,'''1' so so so so so SO so so so so so so so so so

AMORTISSEMENT FINANCIERE ANNVELLE LItE AU DEMARRAGE
I"'"""""",, SO SO SO sz.,057 sz.,057 524,057 $24,057 524,057 $24,057 $24,057 S24.lB7 $24,057 524.057 524,057 $24,057
ArnilllmtJon de 11 station SO SO SO S1U1 5701 S1U1 S1U1 S1UI S1U' 5701 S1UI 570' S1UI S1U1 5701
Slal!om lUpplfmerhim so so SO 51. 51. 51. 51. II. ". II. SI. 51. SI. 51. $1D
Mat&1d mJlall so SO SO 54.161 54.161 54,161 $4.161 54,161 $4,161 54.161 54,161 S4.161 $4.161 S4.161 54.161
Atcher d'etmtltD SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO

AMORTISSEMENT F1SCALE ANNVELLE LItE AU DEMARRAGE

''''''"''''''''' .. SO SO 511.029 $14.M7 "",057 $24,057 $24.057 $24,057 524.057 $24,057 $24.057 $24,057 $24.057 S2A,0S7
An1~Uoratlon de 11. lUtioo SO SO SO 53SO ,701 ~701 5701 S1U' $'Jl}l S1Ul $701 S1U1 S1U1 570' S1UI
Slallom AJPPI6uctWr'e:l SO SO SO 55 SID SlO SID SID SlO $ID SID $ID 5,D $10 $ID
Mlttnell"llUlam SO SO SO 52,080 $4.161 $4.161 $4,161 54.ISt $4,16t $4,161 $4.161 $4.161 $4.161 $4.161 $4.161
AtclJerd'etlrctieu SO so SO SO SO so so SO SO SO SO SO SO SO SO

AMORTISSEMENT FINANCIERE ANNVELLE LItE A L'EXPANSION

''''''''"'''''''' SO SO SO SO SO SO SO SO SO SO SO SO SO so SO
Arn,f;horation de Ia sratio:a .. SO so SO SO SO so so SO SO SO SO SO SO SO
Statiom~lbnerlalfCS SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Mal!nclroulart SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
AtclK:l't1·CItl'l::lk:n so so so SO SO SO SO so so SO so so SO so SO

AMORTISSEMENT FISCALE ANNVELLE LItE A L'EXPANSION
Infrucru:ture SO SO SO SO SO SO SO SO SO SO so SO SO so SO
Alnl:ltcntiondc IaUlioo SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
StnuOQt JUppI6n~ruue!l SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Maltnelt'lltll.m SO SO SO SO SO so SO SO SO SO SO SO so SO SO
AtelJerd'mrn.tc'D SO SO SO SO SO so SO SO so SO SO SO SO SO SO

AMORTISSEMENT FINANCIERE TOTALE ANNVELLE
I"'""""",,, SO SO SO $24,057 524,057 524,057 524,057 $24.057 524.057 524,057 524.057 524,057 $24,051 $24.057 524.057
Am~ll(nlion de 11 SW10Ji SO SO SO S1U1 $701 '70' S1U' '701 $701 5701 ,701 '70' "," '70' '701
StatlOlllnwlE:merlalfCS SO SO so $ID SlO $ID $ID $ID '10 $ID $ID '10 SID $ID 510
M..melmubn: SO SO SO $4.161 54.161 $4.161 54.161 $4,161 $4.161 $4.161 $4.161 $4.t61 $4.161 $4,161 $4.161
AtelJerd·elf.reden SO SO SO SO SO so so SO SO SO SO SO SO SO SO

AMORTISSEMENT FISCALE TOTALE ANNVELLE

1"'- SO SO SO 512.029 524,057 S2A.OS1 $24.051 524,057 $24,057 S24.OS7 524,057 524.057 $24.057 524,057 524,051
Am6bontlon de II stIltOP SO SO SO 53SO S1U1 ~701 5701 ,m, 5701 S1UI $701 5701 570' '701 5701
Sl4Uomsuppl6:nCrWrcs. SO SO SO ., 510 $ID $ID $ID SID $ID m $I. $ID SID $ID
Mat!nelroolart SO SO SO $2,080 $4,161 $1.161 $4,161 54.161 54.161 54,161 S4,lfil Sot.i61 $4.161 S4,lfil 54.161
Atellerd'etUeticn SO SO SO SO SO SO SO SO SO SO SO SO SO SO so

;:t;
g',..".-,



CffiCAGO-MiLWAUKEE ffiGHSPEED RAIL BASE CASE

RECAPITULATION DES AVOIRS HORS BILAN

2015 2016 2011 20'8 2019 - 2021 2022 2ll2J 2<lU
D .. .S .. 11 18 19 20 21 22

20.6 2011 2018 2019 - 2021 2022 2ll2J 2<lU 2ll2S

ACTIFS (A Ia dale de mise on ."I'Io«alloo
Infrasuu:ture S360,1I61 $360,861 5360.861 $360.86i $360,861 $360.861 USO.861 SYlO.861 S360.86t 5360,861 SO SO SO SO SO SO
Ameb~IOD de la JlaUon S2J,0Z7 S2l,m $21,027 $21.027 S21.rm 521,027 $21,027 $21,027 $21.027 $21,027 SO SO SO SO SO SO
~om supptemCltall'e5 $299 '29'J $299 '299 $299 $299 $299 '299 '29'J '29'J SO SO SO SO SO SO
Mati:nelroulall $58,253 $58.253 $58.153 $58.253 558,253 $58.253 $58.253 SSS.IS] 558,253 $511,253 SO SO SO SO SO SO
Atelier d'etUtlleu SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO

ACTIFS LItlE A L'EXl!'ANSION
hlframucture SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO so
Amf;horat!on de la !UltOD SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Stwons~1l:me ......n:s SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SOM"""'_ SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Atelier d'emn:tIel::I SO SO SO SO SO SO SO SO SO SO SO SO SO SO so SO

AMORTISSEMENT FINANCIERE ANNUELLE LIEE AU DEMARRAGE,'''""""""," 524,057 S24,051 S24,051 SO SO SO SO SO SO SO SO SO SO SO SO SO
AmellOrwoa de 11 dioo. $101 $101 $101 $'7Ill $101 $101 '101 $101 $101 $101 SO SO SO SO SO SO
StaUom supplCmClllU'CS SlO SID SID SID SlO SlO SID '10 SID SID SO SO SO SO SO SO
MatCrictroolatl $4,161 S4,I61 SO SO SO SO SO SO SO SO SO SO SO SO SO SO
A1eber d'etUetJea SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO

AMORTISSEMENT FISCALE ANNUELLE LItE AU DtlMARRAGE

'''''''''''''''''' '124,051 $24.057 '124,051 SO SO SO SO SO SO SO SO SO SO SO SO SO
AmEJIOl'*dondcla!UliOll S10I S10I '101 S1O. S10I $101 $101 $101 S10I S10I SO SO SO SO SO SO
Stations supp*mcrtlin:ll $10 SID SID '10 SlO SID SID SlO SID SlO SO SO SO SO SO SO
Ml1!nclrmtm 54.161 52.080 SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Atebcr d'ed.RtJcD SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO

AMORTISSEMENT FINANCIERE ANNUELLE LItlE A L'EXPANSION
InfrulJUl:turc SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Ameborauoo de II !Cation SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
SlalJ.om :mpptemcda1RS SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Matenelroo1ad. SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Alcherd'etUtlleu SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO

AMORTISSEMENT FISCALE ANNUELLE LItlE A L'EXPANSION
Infl'll.5UUCfute SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Amehmtlon de: II !Ul1OD SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
SW!om jUJlpIlmertura SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
MmnelrCl.ll.m SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO
Alt.Ucr d'mn:l!m SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO SO

AMORTISSEMENT FINANCIERE TOTALE ANNUELLE
Infmtruaurc '124,051 $24.057 $24.057 SO SO SO SO SO SO SO
AmcbcnlllJll de fa tlalloa $101 ,101 $101 $101 $101 S10I '101 S10I S10I S10I
S~llOm lUPPl6nClUiml SID SID SID SID SID SID SID SID SID SlO
Matenelroulatll $4,161 $4,161 SO SO SO SO SO SO SO SO
AIehcrd'eztrdlcz3 SO SO SO SO SO SO SO SO SO SO

AMORTISSEMENT FISCALE TOTALE ANNUELLE

."''''''''''''''" $24,057 S24,OS7 $24,051 SO SO SO SO SO SO SO
Amehorauon de Ia 1Ud0ll $10' $101 S10I S10I $101 S10I S10I S10I '101 S10I
SulJODI fUPPlCmetUlta SID SID SID SID SID SID SID SID SID SID

M"""'''''''''' S4,161 $2,080 SO SO SO SO SO SO SO SO
Ateber d'etr.retJeo SO SO SO SO SO SO SO SO SO SO

$711

=7,k/,y,
{

--- - - - -- - - - - - - - -- -- - -



-------------------
Analyse de sensibilite de la structure financiere

Liste de scenarios pour I'etude de cas Chicago-Milwaukee

Description du scenario (fran~ais) Description du scenario (anglais) page

Baisse de 10% des recettes 10% decrease in revenues 1
Augmentation de 10% des frais d'exploitation et d'entretien 10% increase in operating and maintenance costs 3
Prolongation de la periode des travaux de construction de 3 ans a4 ans Increase construction period to 4 years 5
Augmentation de 20% des depenses d'investissement 20% increase in capital costs 7
L'augmentation de 20% des depenses d'investissement necessite une 20% increase in capital costs requires 7.5% increase in revenues 9
augmentation de 7,5% des recettes
Delai d'emission des bons de 2 ans Increase bond delay to 2 years 11
3 ans de croissance initiale des recettes et prolongation du report de Increase rampup to 3 years and increase principal deferment to 5 years 13
remboursement du capital de 3 ans a5 ans
Augmentation du taux minimum de couverture de la dette de 1,25 a1,5 Increase debt service coverage ratio to 1.5 15
Modification des sources de fonds: 15% dette, 15% capital propre (avec Change in finance mix: debt 15%, equity 15%, government 70% 17
distribution de 100% du cash flow net), 70% gouvernement (equity payout 100%)
Realiser un taux de revenu interne de 20% sur Ie capital propre: 10% Realize 20% return on equity: equity 10%, government contribution 20
capital propre (avec distribution de 77,5% du cash flow net), 90% 90% (equity payout 77.5%)
gouvernement
Realiser un taux de revenu interne de 20% sur Ie capital propre: 5% Realize 20% return on equity: equity 5%, government contribution 23
capital propre (avec distribution de 34% du cash flow net), 95% 95% (equity payout 34%)
gouvernement
Realiser un taux de revenu interne de 24% sur Ie capital propre: 10% Realize 24% return on equity - Finance mix: equity 10%, government 26
capital propre, 90% gouvernement -- necessite augmentation de 5,75% contribution 90% (equity payout 100% and 5.75% increase In
des recettes et une distribution de 100% du cash flow net revenues)

7~- Price Waterhouse LLP



Structure financiere de base

Hypotheses principales:

• periode des travaux de construction de 3 ans • croissance initiale de recettes dans la premiere annee d'exploitation

• bons emis des la premiere annee de construction • remboursement de capital commence apres construction (reporte 3 ans)

• taux d'interet et conditions fixes • aucun capital propre prive; 15% dette; 85% don du gouvernement

• service de dette uniforme • 1,25 taux minimum de couverture de la dette, avec une annee de reserve

Anoter:

• chiffres en $ u.s. (avec syntaxe americaine)
• valeurs sont nominales dans cette presentation

Price Waterhouse LLP

76-- _. -- - - - - - - - - - - - _. -- -- -- --



- -.. - - - - - - - - - - - - - - - .. -

/;7

INCREASE BOND DELAY TO 2 YRS

l~ICAGO.MILWAVKEERAIL CORRIDOR
l'relimimlry Fi~~~ciJB\naIYsis (OOO's of Nominal Dollars)

SOURCES AND USES OF FINANCING

USES OF FUNDS TOTAL 2000 200t 2002 2003 2004 200S 2006 2007 2008 2009 2010
Infrastructure $360,861 $104,920 $126,079 $129,862 SO SO SO SO SO SO SO SO
Stations $21,027 56,114 $7,347 $7,567 SO SO SO SO SO SO SO SO
New Stations $299 $87 $104 $108 SO SO SO SO SO SO SO SO
Pax Equipment (non-leased ponlon) $58,253 $16,937 $20,353 $20,963 SO SO SO SO SO SO SO SO
Maintenance Facility SO SO SO SO SO SO SO SO SO SO SO SO
Construction Management $66,111 $19,222 $23,098 $23,791 SO SO SO SO SO SO SO SO
Acquisition of Right of Way $47391 $47391 SO SO SO SO SO SO SO SO SO SO
Totll Capital Costs $553,942 $194,671 $176,981 $182,290 SO SO SO SO SO SO SO SO

Payment of Capitalized Interest II $2550 SO SO $2550 SO SO SO SO SO SO $0 SO

Construction Fund $26,691 SO SO $26,69\ SO SO SO SO SO SO SO SO
CapitalIZed Interest Fund $2,302 SO SO $2,302 SO SO $0 SO SO SO $0 SO
Debt SelVice Reserve $2,856 SO SO $2,856 SO SO SO SO SO SO SO SO
Financial Fees $650 SO $0 5650 $0 SO SO $0 SO $0 SO $0

SUblotl\ $32,499 SO SO $32,499 SO SO SO SO SO SO SO SO

TOTAL USES OF FUNDS II $588 991 $194671 $176981 5217339 SO SO SO SO SO SO SO SO

SOURCES OF FUNDS TOTAL 2000 2(0) 2002 2003 2004 200S 2006 2007 2008 2009 2010
Senior Bonds $32,499 SO SO $32,499 SO SO SO SO SO SO SO SO
Senior Loan SO SO SO SO SO SO SO SO SO SO SO SO
Subordinated Loan $0 SO SO SO SO SO SO SO SO $0 $0 SO
Expansion Bonds SO $0 SO SO SO $0 SO SO SO SO SO SO
Totll Debt $32499 SO $0 $32499 $0 $0 $0 SO SO $0 SO $0

Private Equity ~ SO $0 $0 SO $0 $0 SO SO $0 $0 SO
Government Contribution II $527 0S4 $194 671 $176981 $155403 SO SO $0 $0 SO SO SO $0

Capital Improvement Fund $0 SO SO SO SO SO $0 $0 SO $0 $0 SO

Construction Fund II $26,691 SO SO $26,69\ SO SO $0 $0 50 SO 50 SO
Interest on Construction Fund $197 $0 SO SI97 $0 SO SO SO SO SO SO 50

Sublotll $26,888 $0 SO $26,888 SO SO $0 SO SO $0 $0 $0

Capitalized Interest Fund II $2,302 $0 $0 $1,302 $0 SO SO SO SO SO $0 $0
Interest on Capitalized Interest Fund $51 SO SO S52 SO SO $0 SO 50 SO $0 SO_. - - II SI97 SO SO $197 SO ~ $0 SO ~ SO $0 SO

$2,550 SO SO S2,550 $0 SO SO SO SO SO SO SO

II $588 991 SI94 671 S176981 5217339 SO $0 $0 SO SO SO $0 SO



INCREASE BOND DELAY TO 2 YRS

~~::~~~~II::=~O~~::::inal Dollars)

CASH FLOW PROJECTIONS

Annual Basis 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Farebox Revenues $37.653 $39.300 $41,020 $42,815 $44,688 $46,643 $48,684 $50,815
Non·Farebox Revenues $753 $786 $820 $856 $891 $933 $974 $1,016
Operating Subsidy
Total Revenues $38,406 $40,086 $41,840 $43,671 $45,582 $47,576 $49,658 $51,831

Operating Costs $26265 $27 053 $27865 $28701 $29562 $30 449 S31 362 S32303
Operating Cash flow SI2,I4O $13,033 $13,975 $14,970 $16,020 S17,I28 $18,296 S19,528

Interest on Debt Service Reserve $197 $197 $197 $197 $197 $197 $197 $197
Interest nn Capitalized Interest fund (incl in DlWdn) $0 $0 $0 $0 $0 $0 $0 $0
Interest on Capitallmprovcmcnt Fund $0 $287 $610 $971 $[,312 $1.818 $2,310 $2,853
Interest on Operating Fund $162 $111 $194 $211 $230 $2SO $271 $293
Total [nteres, Earned $358 $66\ $1000 $1378 $1799 $2264 $2178 $3 343

Capitalized Interest fund Drawdown (incl in Soo... and Use) $0 $0 $0 $0 $0 $0 $0 $0

Gross Cash Flow II $12499 513694 $14 975 SI6349 17819 $19392 $21074 $22 811

Vehicle Lease $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Senior Bonds Debt Service $2,856 $2,856 $2,856 $2,856 $2,856 $2,856 $2,856 $2,856
Senlnr Loan Deb' Service $0 $0 $0 $0 $0 $0 $0 $0
Expamion Bonds Service $0 $0 $0 $0 $0 $0 $0 $0
Total Senior Debt Service If $2856 $2 856 $2856 $2856 $2.856 $2 856 $2856 $2 856

Coverage Ratio, Senior Debt: 4.38 4.19 5.24 5.12 6.24 6.79 7.38 8.01
Ro1lio!!: Coveral!'C' Ratio Senior Debt 4.38 4.79 8.62 12.89 11.65 22.92 28.75 35.17

Subordinated Loan Deb! Service $0 $0 $0 $0 $0 $0 $0 $0

Coverage Ratio, Subordinated Deb! IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A
Rollin. Covera.. Ratio Subordinated Deb! IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A

Total Debt Service II $2856 $2856 $2856 $2 856 S2.856 $2 856 $2856 $2856

Coverage \Utio, Total Deb! II 4.38 4.79 5.24 5.72 6.24 6.79 1.38 8.01
Rolling Coverage Ratio, Total Deb! 4.38 4.79 8.61 12.89 l1.65 22.92 28.75 35.17

Net Cash flow After Debl Service If $9642 510 837 S1211'> S13492 $14962 SI6535 S181.11 $20014
Taxes $0 $0 $0 $0 $0 $0 $0 $0
Equity Dbuibutions (Payout Rao [nconnu $0 $0 $0 $0 til $0 $0 $0
Contributions to Capital Improvement Fund 1/ $9642 $10837 S!Z 119 $13492 $1496Z $16 S35 $(8.ZI7 $20.014

Capital [mprovemelll Fund Dal"""" Illei!iMin. of Periodl II $0 $9.642 $20479 $3259& $46000 $61052 $11 S88 S9S.80S

7g

- ... - - - - -- -- - - - - - - - IIIIL -- .. -



- .., - ~ .. .. ..... ~ - .. ... .. -- - .... .. ....

z~
"

SOURCES AND USES OF FINANCING

USES OF FUNDS
Infrastructure
StatiOM
NewStauons
Pax Equipment (non-leased portion)
Maintenance Facility
Construction Management
Acquisition of Right of Way
Total Capital Costs

Payment of Capitalized Interest

ConstructIon Fund
Capitalized Interest Fund
Debt Service Reserve
Financial Fees

Subtotal

TOTAL USES OF FUNDS

SOURCES OF FUNDS
Senior Bonds
Senior Loan
Subordinated Loan
Expansion Bonds

Total Debt

Private Equity
Government Contnbution
Capital Improvement Fund

Construction Fund
Interest on Construction Fund

Subtotal

Capitalized Interest Fund
Interest on CapItalized Interest Fund
Interest on Debt Service Reserve

Subtotal

TOTAL SOURCES OF FUNDS

20% INCREASE IN CAPITAL COSTS

TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
$433,013 $125,9<» $151,295 $155,834 $0 $0 $0 $0 $0 $0 $0
$25,233 $7,336 $8,816 $9,080 $0 $0 $0 $0 $0 $0 $0

$359 $104 $125 $129 $0 $0 $0 $0 $0 $0 $0
$69,903 $20,324 $24,423 $25,156 $0 $0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$79,333 $23,066 $27,718 $28.549 $0 $0 $0 $0 $0 $0 $0
$56 869 $56 869 $0 $0 $0 $0 $0 $0 $0 $0 $0

Ii $664:731 $233:605 $212,377 $218,749 $0 $0 $0 $0 $0 $0 $0

II $32,534 $10,845 $10,845 $10,845 $0 $0 $0 $0 $0 $0 $0

$94,584 $94,584 $0 $0 $0 $0 $0 $0 $0 $0 $0
$28,473 $28,473 $0 $0 $0 $0 $0 $0 $0 $0 $0
$12,397 $12,397 $0 $0 $0 $0 $0 $0 $0 $0 $0

$2,764 $2,764 $0 $0 $0 $0 $0 $0 $0 $0 $0
II $138,218 $138,218 $0 $0 $0 $0 $0 $0 $0 $0 $0

Ii $835,483 $382,668 $223.222 $229,593 $0 $0 $0 $0 $0 $0 $0

TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
$138,218 $138,218 $0 $0 $0 $0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

II $138,218 $138,218 $0 $0 $0 $0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
II $566,683 $199,148 $181,052 5186,483 $0 $0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

$94,584 $32,393 $30,163 $32,029 $0 $0 $0 $0 --- SO $0 $0
$3,464 $2,064 _ $1,163 $237 {$OL ($0)____ {$OL__ ($0) ($0) ($0) ($0:

$98,048 $34,457 $31,326 $32,265 $0 $0 $0 $0 $0 $0 $0

$28,473 $9,212 $9,488 $9,773 $0 $0 $0 $0 $0 $0 $0
$1,502 $780 $503 $219 $0 $0 $0 $0 $0 $0 $0
52,559 $853 5853 $853 $0 $0 $0 $0 $0 $0 $0

$32,534 $10,845 $10,845 $10,845 $0 $0 $0 $0 $0 $0 $0

1C=~~-$835,483 $382.668
u

$223,222 $229,593 $0 $0 $0 sO ----~- $0 $0
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~:~~~~itl;~~o~~~::inalDollars)

CASH FLOW PROJECTIONS

Annual Basis
Farebox Revenues
Non·Farebox Revenues
Operating Subsidy
Total Revenues

Operating Costs
Operating Cash Flow

Interest on Debt Service Reserve
Interest on Capitalized loterest Fund (lnclln Dtwdn)
Interest on Capital Improvement Fund
Interest 00 Operating Fund
Total Interest Earned

Capitalized Interes' Fund Drawdown (inclln Soun:e and Use)

Gross Cash Flow

Vehicle Lease
Senior Bonds Debt Service
Senior Loan Debt Service
Expansion Bonds Service
Total Senior Debt Service

Coverage Ratio, Senior Debt
RollinS[ Coverue Ratio. Senior Debt

Subordinated Loan Debt Service

Coverage Ratio. Subordinated Debt
Rolltng Covera2e Ratio. Subordinated Debt

Total Debt Service

Coverage Ratio, Total Debt
Rolline: Coverage Ratio, Total Debt

Net Cash Flow After Debt service

Taxes
Equity Distributions (Payout Ratio - nla
Contributions to Capital Improvement FWKI

20% INCREASE IN CAPITAL COSTS

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
$37,653 $39,300 $41,020 $42,815 $44,688 $46,643 $48,684

$753 $786 $820 $856 $894 $933 $974

$38,406 $40,086 $41,840 $43,671 $45,582 $47,576 $49,658

$26,265 $27,053 $27,865 $28,701 $29,562 $30,449 $31,362
$12,140 $13,033 $13,975 $14,970 $16,020 $17,128 $18,296

$853 $853 $853 $853 $853 $853 $853
$0 $0 $0 $0 $0 $0 $0
$0 $21 $69 $147 $258 $403 $587

$95 $109 $123 $139 $155 $173 $192
$949 $983 $1,045 $1,139 $1,266 $1,429 $1,631

$0 $0 $0 $0 $0 $0 $0

$13,089 $14,016 $15,021 $16,109 $17,286 $18,557 $19,927

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$12,397 $12,397 $12,397 $12,397 $12,397 $12,397 $12,397

SO SO SO $0 $0 $0 $0
$0 SO SO $0 $0 $0 $0

$12,397 $12,397 $12,397 512,397 512,397 512,397 $12,397

1.06 1.13 1.21 1.30 1.39 1.50 1.61
1.06 1.13 1.27 1.49 1.79 2.19 2.70

$0 $0 $0 $0 $0 $0 $0

NN/A NN/A NN/A #N/A IN/A #N/A IN/A
NN/A NN/A NN/A NN/A #N/A IN/A IN/A

$12,397 $12,397 $12,397 $12,397 $12,397 $12,397 $12,397

1.06 1.13 1.21 1.30 1.39 1.50 1.61
1.06 1.13 1.27 1.49 1,79 2.19 2,70

II S692 51,619 $2,624 53,712 $4,889 $6,160 $7,531

$0 $0 SO SO $0 $0 $0
$0 $0 $0 $0 SO $0 $0

S692 $1,619 $2,624 $3,712 $4,889 $6,160 57,531
$0 ($0) $0 ($0) $0 $0 (SO)

PI"

Capital Improvement Fund Balance (Beginning of Perind) 11 SO 5692 $2,311 $4,935 $8,648 $13,537 519,697..
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20% INCREASE IN CAPITAL COSTS

2010
550,815
$1,016

$51,831

$32303
$19,528

$853
$0

$811
$212

$1,876

$0

$21,404

$0
$12,397

$0
$0

$12397

1.73
3.32

$0

#NJA

#NJA

$12,397

1.
73 1

3.32

$9,0071

$0
$0

$9007
$0

$27,2281
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INCREASE CONSTRUCTION PERIOD TO 4 YRS

f~j~~~!I:::U:o~~::::na' Dollars)

SOURCES AND USES OF FINANCING

USES OF FUNDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Infrasttucture $360,861 $104,920 $126,079 $129,862 so so SO SO SO SO SO SO
Stations $21,027 $6,114 $7,347 $7,567 SO SO SO SO SO SO SO SO
New Stations $299 $87 $104 $108 SO SO SO SO SO SO SO SO
Pax Equipment (non-leased ponton) $58,253 $16,937 $20,353 $20,963 SO SO SO SO SO SO SO SO
Maintenance Facility $0 SO SO SO SO SO SO SO SO SO SO SO
ConsU'Uetion Management 566,111 $19,222 $23,098 $23,791 SO SO SO SO SO SO SO SO
Acquishion of Right of Way $47391 $47391 SO SO SO SO SO SO SO SO SO SO
Total Capital COSIS $553,942 $194,671 $176,981 $182,290 SO SO SO SO SO SO SO SO

Payment of Capitalized Interest II $39974 $9993 $9993 $9993 $9993 SO SO SO SO SO SO $0

Construction Fund $78820 $78820 SO SO SO SO SO SO SO SO SO SO
Capitalized Interest Fund

II
$34,445 $34,445 SO SO SO SO SO SO SO SO SO SO

Debt Service Reserve $11,556 $11,556 SO $0 SO SO $0 SO $0 SO $0 SO
Fmaoclal Fees $2 547 $2547 $0 SO SO SO SO $0 SO SO SO $0

Subtotal $127,369 $127,369 SO $0 SO SO SO SO SO SO SO $0

TOTAL USES OF FUNDS II $721 285 $332033 $186 974 $192 284 $9 993 SO SO SO SO SO SO SO

SOURCES OF FUNDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Senior Bonds $127,369 $127,369 $0 SO SO SO SO SO SO SO $0 SO
Senior Loan $0 SO SO SO $0 SO SO SO SO SO SO SO
Subordinated loan $0 SO SO SO SO SO SO SO SO SO $0 SO
Expamion Bonds SO SO SO SO SO SO SO SO SO SO SO SO

Total Debt II ~127.369 5121369 SO SO SO SO trI SO SO SO SO

Private Equity SO SO SO SO SO SO SO SO SO SO SO $0
Government ContrIbution $472,236 $165,957 5150,876 $155,403 SO SO SO SO SO SO SO SO
CapItal Improvement Fund SO SO SO SO SO SO SO SO SO SO SO SO

.'
$78,820 $26,994 $25,136 526,691 (SO) (SO) (SO) (SO) (SO) (SO) (SO) (SO)Construction Fund

Interest on COllSttUetion Fund $2886 $1720 5969 5197 SO SO SO SO SO SO SO SO
Subtotal $81,706 528,714 $26,105 $26,888 SO SO SO SO SO SO SO SO

Capitalized Interest Fund II $34,445 58,233 $8,480 $8,735 $8,997
~

SO $0 :: SO SO $0
Interest on Capitalized Interest Fund $2348 $96$ $718 $463 5201 SO SO SO SO $0
Interest on Debt Service Reserve II $3 181 $795 $795 5795 5795 SO SO SO SO SO SO $0
~••".__AI $39,974 $9,993 $9,993 $9,993 59,993 SO SO SO SO SO SO SO

II $721285 5332033 $186 974 $192 284 $9 993 SO SO SO trI SO SO SO



INCREASE CONSTRUCTION PERIOD TO 4 YRS

cmCAGQ.MILWAt1KEERAIL COJlRIDOR

P':~i~jjMi:~llili\'1'kaIYsis (OOO'S of Nominal Dollars)

CASH FLOW PROJECTIONS

Annual Basis 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Farebox Revenues $39.300 $41.020 $42.815 $44.688 $46.643 $48.684 550.815
Non-Farebox Revenues $786 $820 $856 $894 5933 $974 $1.016
OperatIng Subsidy
Total Revenues I $40.086 $41,840 $43,671 $45.582 $47.576 $49,658 551.8311

Operating Costs $27053 $27865 $28701 $29 562 $30449 $31362 $32303
Operallng Cash Flow SI3033 5/3975 S1497lJ $16020 517 128 S18296 $19528

Interest on Debt Service Reserve $795 S795 $795 $795 $795 $795 S795
Interest on Capitalized Interest FWlII (incl in Drwdn) $0 SO $0 $0 $0 SO $0
Interest on Capital Improvement Fund $0 $71 SI13 $308 $418 $687 S93$
Interest on Operating Fund $115 SI29 SI45 $162 5179 $198 5219
Total Ioterest Earned 5910 5996 SIlt3 S1264 51453 St 681 $1952

Capitalized Inrerest Fund Drawdown (incl in Source and Use) $0 $0 $0 $0 $0 $0 $0

Gross Cash Flow II $13943 S14971 516083 $17284 SI8580 S19977 521480

Vehicle Lease $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Senior Bonds Debt Service Sl1.556 $11.556 SII.556 SII.556 $11.556 511.556 511.556
Senior Loan Debt Service $0 $0 $0 $0 $0 $0 $0
Expansion Bonds Service $0 $0 $0 $0 $0 $0 $0

Total Senior Debt Servk:e I $11,556 SII,556 511,556 SII.556 51l,556 511,$56 511,5561

Coverage Ratio, Senior Debt 1.21 1.30 1.39 1.$0 1.61 1.13 1.86
RoUin2 Coveraee Rario Senior Debt 1.21 1.30 1.60 200 2$0 3.12 3.86

Subordinated Loan Debt Servk:e $0 $0 $0 $0 $0 $0 $0

Coverage Ratio, Subordinated Debt IN/A IN/A IN/A IN/A IN/A IN/A IN/A
Rollin. Covera.. Ratio Subordinated Debt IN/A IN/A IN/A IN/A IN/A IN/A IN/A

Total Debt Service I $11,556 511,556 511,556 SII.556 511,556 Sl1.556 Sl1.556 J

Coverage Rado, Total Debt 1.21 1.30 1.39 1.50 1.61 1.73 1.86
Rolling Coverage Ratio. Total Debt 121 1.30 160 2.00 2.50 3.12 3.86

Net Cash Flow After Debt Ser\'i<:e I 52,387 53.415 $4.527 55,728 $7.025 58.421 59.9241
Taxes $0 $0 $0 $0 $0 $0 $0
Equity DlstributiOrui (Payoot btl Incormu $0 $0 $0 $0 $0 $0 $0

Contributions (0 Capital Improvement Fund I 52.387 $3,415 $4,527 55,728 $7,025 $8,421 $9,9241
$0 $0 $0 $0 $0 ($0) $0

Capital Improvement Fund Balance (Beginning of Period) I $0 52.387 S5,802 510,329 516.057 523,082 $31,5031

If
- .. ..- ..- - .. .... - -, ... - -. -- .. ..-
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10% DECREASE IN REVENUES

f~~~t~~!::'=~:O~~:na' Dollars)

SOURCES AND USES OF FINANCING

USES OF FUNDS TOTAL 2000 200( 2002 2003 2004 200S 2006 2007 2008 2009 2010
Infrastructure 5360,861 $104,920 $126,079 $129,862 $0 $0 $0 $0 $0 $0 $0 $0
Stations 521,027 $6,\\4 $7,347 $7,567 $0 $0 $0 $0 $0 $0 $0 $0
New Stations $299 $87 5104 $108 $0 $0 $0 $0 $0 $0 $0 $0
Pax Equipment (non-leased portion) $58,253 516,937 $20,353 $20,963 $0 $0 $0 $0 $0 $0 $0 $0
Mamtenance Facility $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Construction Management S61i,1lI $19,222 523,098 523,791 $0 $0 $0 $0 $0 $0 $0 $0
Acquisi(lon of Right of Way $47391 $47391 $0 $0 $0 $0 $0 $0 50 $0 $0 $0
Toral Capital Costs $553,942 $194.671 $176,981 $182,290 $0 $0 $0 $0 $0 $0 $0 $0

Payment of Capitalized Interest $27,111 $9,037 $9,037 $9,037 $0 $0 $0 $0 $0 $0 $0 $0

Construction Fund $78,820 578,820 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Capitalized Interest Fund $23,727 $23,727 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Debt Service Reserve $10,331 $10,331 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Financial Fees $2304 52304 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal $115,182 5\\5,182 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

TOTAL USES OF FUNDS $696,236 $318,890 $186,018 5191,328 $0 $0 $0 $0 $0 $0 $0 $0

SOURCES OF FUNDS TOTAL 2000 200! 2002 2003 2004 200S 2006 2007 2008 2009 2010
Senior Bonds 5115,182 5115,182 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Senior Loan $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Subordinated Loan $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Expansion Bonds 50 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Toral Debt 5115,182 SlIS,182 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Pnvate Equity $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Government ContribUtion $412,236 $165,957 $150,876 $155,403 $0 $0 $0 $0 $0 $0 $0 $0
Capital Improvement Fund $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Construction Fund 578,820 526,991 $25,136 526,691 ($0) ($0) ($0) ($0) ($0) ($0) ($0) (50)
Interest on Construction Fund $2,8116 $1720 5969 5197 $0 $0 $0 $0 $0 $0 $0 $0

Subtoral $81,796 528,714 526,\05 526,888 $0 $0 $0 $0 $0 $0 $0 $0

Capitalized Interest Fund $23,727 $7.677 $7,907 $8,144 $0 $0 $0 $0 $0 $0 $0 $0
Interest on Capitalized Interest Fwxf $1,252 $6SO $420 $182 $0 $0 $0 $0 $0 $0 $0 $0
Interest on Debt Service Reserve $2133 5711 $711 $711 $0 $0 $0 $0 $0 $0 $0 $0

Subtorat $27,112 59,037 $9,037 $9,037 $0 $0 $0 $0 $0 $0 $0 $0

TOTAL SOURCES OF FUNDS $696 236 $318890 5186 018 5191 328 $0 $0 $0 $0 $0 $0 $0 $0

t~~



10% DECREASE IN REVENUES

f~~~~~~~tl::=~~::::matDollars)

CASH FLOW PROJECTIONS

Annual Basis 2000 200! 2002 2003 2004 200S 2006 2007 2008 2009 2010
Farebox Revenues $33,887 $35,370 $36,918 $38,533 S40,219 $41,979 $43,816 $45,733
Non·Farebo~ Revenues $678 $707 $738 $771 S804 $840 $876 $915
Operating Subsidy
Total Revenues I $34,565 $36,077 $37,656 539,304 $41,024 $42,819 $44,692 546.6481

Operating Costs $26265 $27053 $27865 $28701 $29562 $30 449 $31 362 $32303
Operating Cash Flow $8,300 $9,024 $9,791 $10,603 $11,462 $12,370 $13,330 $14,345

Interest on Debt Service Reserve $711 $711 $711 $711 $711 $711 $711 $711
Interest on Capitalized lute...t Fund (incl in DIWdn) $0 $0 $0 $0 $0 $0 $0 $0
Interest on Capitallmprovemcnt Fund $0 ($38) ($55) ($49) ($19) $39 $125 $243
Interest on Operating Fond $52 $63 $74 $86 $100 $114 $129 $145
Totallnten:Sl Earned $763 $736 $730 $748 $792 5863 $964 $1,099

Capitalized Interest Fund D..wdlJWll (incl in Soun:e and Use) $0 $0 $0 $0 $0 $0 $0 $0

Gross Cash Flow I $9,063 $9,760 $10,522 $11,351 $12,253 $13.233 $14,294 $15,4431

Vehicle Lease $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Senior Bonds Debt Service 510,331 510,331 $10,331 $10,331 $10,331 $10,331 $10,331 $10,331
Senior Loan Debt Service $0 $0 $0 $0 $0 $0 $0 $0
Expansion Bonds Service $0 $0 $0 $0 $0 $0 $0 $0
Total Senior Debt Service $10 331 $10 331 $10331 $10331 $10331 $10 331 $10331 $10 331

Coverage Ratio, Senior Debt II 0.88 0.94 1.02 1.10 1.19 1.28 l.38 1.49
Rollin2 Coverne Ratio. Senior Debt 0.88 0.94 0.90 0.92 1.03 1.22 l.SI 1.90

Subordinated Loan Debt Service $0 $0 $0 $0 $0 $0 $0 $0

Coverage Ratto, Subordinated Debt #N/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A
Rollin. Covera"" Ratio Subordinated Debt IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A

Total Debt Service '. $10,331 $10,331 $10,331 $10,331 $10,331 $10,331 $10,331 $10,331

Coverage Ratio, Total Debt 0.88 0.94 1.02 1.10 119 1.28 1.38 1.49
Rolhn~ Coverap:e Ratio Total Debt 088 0.94 0,90 0.92 103 122 1.51 1.90

Net Cash Flow After Debt Service I ($1,267) ($570) $191 $1,021 $1.923 $2,902 $3,964 $5.1131
Taxes $0 $0 $0 $0 $0 $0 $0 $0
Equity Distributions (Paywt Ran IllCOIUlu $0 $0 $0 $0 $0 $0 $0 $0
Contnbutions to Capital Improvement Fund 1$1 267\ ($570\ 5191 $1021 $1923 $2902 $3964 $5 1I3

$0 $0 ($0) $0 $0 $0 ($0) $0

Capital Improvement Fund Balance (BegiMing of Period) I $0 ($1,267) ($1,838) ($l,647l ($626) $1,297 $4,200 $8,1641

gb
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INCREASE RAMPUP TO 3 YRS AND INCREASE PRINCIPAL DEFERRMENT TO 5 YRS

~C:t\~~~W~Yf<EE RAIL CORRIDOR
Pl"elhnimu;f'l!'iMitdlll::Analvsis (OOO's of Nominal Dollars)

SOURCES AND USES OF FINANCING I I
USES OF FUNDS TOTAL ZOOO ZOO I ZOOZ ZOO3 ZOO4 ZOO5 ZOO6 ZOO7 ZOOS ZOO9 ZOIO
Infrastructure $360,861 $104,920 $126,079 $129,862 so so $0 $0 $0 $0 so $0
Stations $21,027 $6,114 $7,347 $7,567 $0 $0 $0 $0 $0 $0 $0 $0
New Stations $299 $87 $104 5108 $0 $0 $0 $0 $0 $0 $0 $0
Pax Ecuinment non-leased nonion SS8,2SJ 516,937 $20,353 $20,963 $0 $0 $0 $0 $0 $0 $0 $0
Maintenance Facility SO $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
ConstructIOn Manae:ement $66,111 $19,222 $23,098 $23,791 $0 $0 SO $0 $0 $0 $0 $0
Acauisition of Ri.ht of Way $47391 $47391 $0 $0 $0 $0 $0 SO $0 $0 $0 $0
TOIaI CaDital Costs $553,942 $194,671 S176,981 $182,290 $0 $0 $0 SO $0 $0 $0 $0

Payment of CapitaUzed Interest II $27 182 $9061 59061 59061 $0 $0 $0 $0 $0 $0 SO $0

Construction Fund $78820 $78820 $0 $0 $0 $0 $0 SO $0 $0 $0 $0

CaDltalized IDterest Fuod II $23,739 523,739 SO $0 $0 $0 SO $0 $0 $0 $0 $0
Debt Service Reserve /I $10,610 $10,610 $0 $0 $0 $0 $0 $0 SO $0 $0 $0
Financial Fees /I 82310 $2310 $0 $0 $0 $0 SO $0 $0 $0 $0 $0

Suhtotal $115,479 $115479 $0 $0 $0 $0 $0 $0 $0 $0 $0 SO

TarAL USES OF FUNDS /I $696 602 5JI921O 5186042 $191351 $0 SO $0 $0 $0 $0 SO $0

SOURCES OF FUNDS TOTAL ZOOO ZOOl ZOOZ ZOO3 ZOO4 ZOO5 ZOO6 Zoo7 ZOOS ZOO9 Z010
Senior Bonds $115,479 5115,479 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Semor Loan SO $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Subordinated Loan SO $0 $0 SO SO $0 $0 $0 $0 $0 $0 $0
Expansion Bonds $0 $0 $0 $0 $0 $0 $0 SO $0 $0 $0 $0

TOIaI Deh. /I $115479 5115479 $0 $0 $0 SO $0 $0 $0 $0 $0 $0

Private EauiN $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Government Contribution $472,236 $165,957 $150,876 $155,403 $0 $0 $0 $0 $0 $0 SO $0
CanitallmD£ovement Fund $0 $0 $0 $0 $0 SO $0 $0 $0 $0 $0 SO

Construction Fund $78,820 S26,994 S25,136 $26,691 $0 $0 $0 SO SO ($0 $0 ($0

Interest on Comtruction Fund $2886 $1720 $969 SI97 $0 $0 $0 $0 $0 $0 $0 $0
Subtrtal $81,706 $28,714 526,105 526,888 $0 $0 $0 $0 SO $0 $0 $0

Capitalized Inrerest Fund II $23 739 $7680 S7911 $8 148 $0 $0 $0 $0 $0 $0 $0 $0

Interest on Capitalized Interest Fund $1252 $650 $420 SI82 $0 $0 $0 $0 $0 $0 $0 $0

Interest on Debt Service Res!Ne II $2190 $730 $730 $730 SO $0 $0 $0 $0 $0 $0 $0
Subtotal $27,182 59,061 59,061 59,061 $0 $0 $0 $0 $0 $0 $0 $0

TOTAL SOURCES OF FUNDS II $696,602 $319,210 5186042 $191351 SO SO $0 $0 $0 $0 $0 $0



INCREASE RAMPUP TO 3 YRS AND INCREASE PRINCIPAL DEFERRMENT TO 5 YRS

cmCAG(}..MU..:WA11KEE RAIL CORRIDOR
J!~jiliilii~tii~aig\naIYsis (000'5 or Nominal Dollars)

CASH FLOW PROJECTIONS

Annual Basis 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Fcmbox Revenues $12.551 $26200 $41 020 $42815 $44,688 $46,643 $48,684 $50,815
Non-Farebox Revenues $251 $524 $820 $856 $894 $933 $974 S1,016
Operating Subsidy
Total Revenues S\2802 S26724 $4184Q $4367\ US SS2 $47576 $49658 S5\ 831

Oneratin. Costs $8 755 $18036 $2786S $28701 $Z9 562 $30449 $31 362 $32~ '"
Operating Cash Flow $4 047 $8689 S13975 $14970 $16020 SI7128 S18296 $19528

Interest on Debt Service Reserve $130 $130 $730 $730 $130 $130 $130 $130
Interest on Capitalized 1nte1CS1 Fond ..,1 in DIWdn $0 ($0) $0 $0 $0 $0 $0 $0
Interest on Canitallmnrovement Furd $0 ($128) ($119> $4 $160 $3$2 SSM $8S8
Interest on Open"ing Furd I ($2) $67 $134 $1$0 $167 $185 $Z04 $225
Total\nterest Earned $129 $669 $746 $884 $10S1 $1268 $f 519 $\ 813

Caoitalized Interest Fund Drawdown incl in Source and Use $0 $0 $01 $0 $0 $0 $0 $0

Gross Cash Flow $4 775 $9358 S14721 $15 IIS4 S17077 $18395 SI9814 S21341

Vehicle Lease $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
senior Bonds Debt Service S9,061 $9,061 $10,610 $10610 $10,610 $10610 SIO,610 $10,610
Senior Loan Debt Service $0 $0 $0 $0 $0 $0 $0 $0
Expansion Bonds Service $0 $0 $0 $0 $0 $0 $0 $0
Total Senior Debt Service $9061 59061 510 610 10610 SI0610 $10 610 $10610 S10610

CoveraQ'c Ratio Senior Debt 0.53 1.03 1.39 1.49 1.61 1.73 1.87 2.01
Ratline: Covera2c Ratio Senior Debt 0.53 1.03 0.98 1.12 1.62 2.24 2.98 3.86

Subordinated Loan Debt Service $0 $0 $0 $0 $0 $0 $0 $0

Covera2e Ratio, Subordinated Debt #N/A #N/A IN/A IN/A #N/A IN/A IN/A INIA
Rolli.. Covera.e Ratio Subordinated Debt IN/A IN/A IN/A IN/A IN/A IN/A IN/A INIA

Total Debt Service I $9 061 $9061 $10610 S10610 S10610 $10610 $10610 510610

Covera.e Ratio, Total Debt 0.53 1.03 1.39 1.49 1.61 1.13 1.87 2,01
Rolling Coverage Ratio, Total Debt 0.53 103 0.98 1.12 1.62 2.24 298 386

Net Cash Flow After Debt Service $4 2SS> $297 $4111 $$244 $6467 57785 $9205 $10731
Taxes $0 $0 $0 $0 $0 $0 $0 $0
Equity D~trihuliOllS (Payout Rati Inconnu $0 $0 $0 $0 $0 $0 $0 $0
Contribudons to Capicallmprovemenc Fund $4 28S> 5297 $4 III $$244 $6 467 $7185 59205 $10731

C2pita.11mprovement Fund Balance f~ini,l of Penoo $0 $4 285 53.988 5123 $5368 $11 83S 519620 $28 82S
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10% INCREASE IN OPERATIONS AND MAINTENANCE COSTS

I~~~it~rlli£:~~~~~nal Dollars)

SOURCES AND USES OF FINANCING

USES OF FUNDS TOTAL 2000 200( 2002 2003 2004 2005 2006 2007 2008 2009 2010
Infrastructure $360,861 $104,920 $126,079 $129,862 SO SO SO SO SO SO SO SO
Stations $21,027 $6,114 $7,347 $7,567 SO SO SO SO SO SO SO SO
New Stations $299 $87 5104 $108 SO SO SO SO SO SO SO SO
Pax Equipment (non-leased ponion) $58,253 $16,937 $20,353 $20,963 SO SO SO SO SO SO SO SO
Maintenance Facility SO SO SO SO SO SO SO SO SO SO SO SO
Construction Management $66,11t $19,222 $23,098 $23,791 SO SO SO SO SO SO SO SO
Acquisidon of Right of Way $47,391 $47,39\ SO SO SO SO SO SO SO SO SO SO
Total Capital CoslS $553 942 $194 671 $176981 $182290 SO SO SO SO SO SO SO SO

Payment of Capitalized Interest $27,112 $9,037 $9,037 $9,037 SO SO SO SO SO SO SO SO

Construction Fund $78,820 $78,820 SO SO SO SO SO SO SO SO SO SO
CapitalIZed Interest Fund $23,727 $23,727 SO SO SO SO SO SO SO SO SO SO
Debt Service Reserve $10,:331 $10,331 SO SO SO SO SO SO SO SO SO SO
Financial Fees $2,304 $2,304 SO SO SO SO SO SO SO SO SO SO

Subtotal SitS 182 $115182 SO SO SO SO SO SO SO SO SO SO

TOTAL USES OF FUNDS $696,236 $318,890 $186,018 S191,328 SO SO SO SO SO SO SO SO

SOURCES OF FUNDS TOTAL 2000 2(0) 2002 2003 2004 2005 2006 2007 2008 2009 2010
SeniQr Bonds $IlS,I82 $115,182 SO SO SO SO SO SO SO SO SO SO
Senior Loan SO SO SO SO SO SO SO SO SO SO SO SO
Subordinated L1an SO SO SO SO SO SO SO SO SO SO SO SO
Expamion Bonds SO SO SO SO SO SO SO SO SO SO SO SO

Total Debt $115,182 $115,182 SO SO SO SO SO SO SO SO SO SO

Private Equity SO SO SO SO SO SO SO SO SO SO SO SO
Government Contribution $472,236 $165,957 $150,876 $155,403 SO SO SO SO SO SO SO SO
Capital Improvemem Fund SO SO SO SO SO SO SO SO SO SO SO SO

Construction Fund $78,820 $26.994 $25.136 $26,691 (SO) (SO) (SO) (SO) (SO) (SO) (SO) (SO)
Interest on Construction Fund $2.886 $1720 5969 $197 SO SO SO SO SO SO SO SO

Subtotal $81,706 $28,714 $26,105 $26,888 SO SO SO SO SO SO SO SO

Capitalized Interest Fund $23,727 $7,677 $7,907 $8,144 SO SO SO SO SO SO SO SO
Interest on Capitalized Interest Fund $1,252 $6SO $420 $182 SO SO SO SO SO SO SO SO
Interest on Debt Service Reserve 52133 $711 $711 $711 SO SO SO SO SO SO SO SO

Subtotal $27,112 $9,037 $9,037 $9,037 SO SO SO SO SO SO SO SO

TOTAL SOURCES OF FUNDS $696 236 $318890 $186 018 $191 328 SO SO SO SO SO SO SO SO



10% INCREASE IN OPERATIONS AND MAINTENANCE COSTS

f:~t:~~ill::~~:=~naIDollars}
CASH FLOW PROJECTIONS

Annual Basis 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Farebox Revenues S37,653 S39,300 $41,020 $42,8\5 $44,688 $46,643 $48,684 S50,815
Non·Farebox Revenues S753 S786 $820 $8S6 $894 S933 S974 SI,016
Operating Subsidy
Total Revenues S38,406 $40,086 $41,840 $43,671 $45,582 $47,576 $49,658 S51,83\

Operating Custs /I S28 702 S29563 $30 4SO $3\ 363 S32304 S33.173 S34ID S35300
Operating Cash Flow II S9704 S10523 SI1 390 S\2308 513278 SI4303 SIS 387 S1653\

Interest on Debt service Reserve S7I1 S7I1 $711 $711 $711 $711 $711 $711
Interest nn Capitalized Interest Fund (inclln Drwdn) $0 $0 $0 $0 $0 $0 $0 $0
Interest on Capitallrnprovement Fund $0 S5 S34 $9\ SI71 S295 $448 $638
Interest on Operating Fund $73 S86 S99 SII3 SI28 S\44 S\62 S\8O
Total\nterest Earned $784 S801 S844 S9\5 SI,016 S\,ISO SI,320 SI,529

Capitalized Interest Fund Drawdown (inc\1n Soor<c and Use) $0 $0 $0 $0 $0 $0 $0 $0

Gruss Cash Flow I SIO,488 Sll,325 512,2]4 5\3,223 514,294 515,453 516,707 S\S,060 I

Vehicle Lease $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Senior Bonds Debt Service 510,331 510,331 SI0,33\ SI0,33\ SIO,33 I SIO,331 S\0,331 S10,33\
Senior Loan Debt Service $0 $0 $0 $0 $0 $0 $0 $0
Expanslnn Bonds Service $0 $0 $0 $0 $0 $0 $0 $0
Total Senior Debt Service SIO 33\ SIO 331 SIO 331 SIO 33\ SIO 33\ SIO 331 SIO 331 SIO 331

Coverage Ratio, Senior Debt 1.02 1.10 1.18 1.28 1.38 I.SO 1.62 1.75
Rullinn Coverane Ralio Senior Deb< \02 \10 1.20 1.39 168 2.07 2,58 320

Subordinated Loan Debt Service $0 $0 $0 $0 $0 $0 $0 $0

Coverage Ratio. Subordinated Debt /IN/A /IN/A /IN/A /IN/A /IN/A /IN/A tN/A tN/A
Rollin~ Coverap:c Ratio Subordinated Debt IN/A /IN/A #N/A tN/A tN/A tN/A tN/A /IN/A

Total Deht Service SIO,33\ S\0,331 SIO,331 SIO,33\ SI0,33\ SIO,331 SIO,331 SIO,33 \

Coverage Ratio, Total Debt
II 1.02 1.10 1.18 1.28 1.38 1.50 1.62 1.75

Rollinn Coverane Ratio, Total Deb< 1.02 1.10 1.20 1.39 1.68 2.07 2.58 3,20

Net Cash Flow After Deb< Service I SI58 S994 SI,904 52,892 S3,963 S5,123 $6,376 $7,7291
Taxes $0 $0 $0 $0 $0 $0 $0 $0
EquIty Dislrihutions (Payout Rati Incnnnu $0 $0 $0 $0 $0 $0 $0 $0
Contributions to Capitallmpromncnt Fund S\58 S994 S\ 904 $2892 S3963 $5 123 $6 376 $7 729

($0) ($0) $0 $0 $0 $0 $0 $0

Capltal\rnprovernent Fund Balance (Beginning of Period) I $0 SI58 SI,152 53,055 $5,947 S9,911 515,034 S2\,4101

ep
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INCREASE DEBT SERVICE COVERAGE RATIO TO 1.5

I~:~~~~til:::n;~~~~na'Dollars)

SOURCES AND USES OF FINANCING

USES OF FUNDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
lnfrastructure $360,861 SI04,920 $126,079 5129,862 so so so so so so so so
Stations $2:,017 56,114 $7,347 $7,567 so so so so so so so so
NcwStatiorui $299 S87 SI04 $,"8 so so so so $0 so $0 so
Pax Equipment (non-leased pm!i0ll) S58,253 $16,937 $20,353 S20,963 SO SO SO SO $0 SO $0 SO
Maintenance Facility SO SO SO $0 SO SO SO SO SO SO $0 SO
ConstructIon Management $66,111 $19,222 $23,098 S23,791 SO SO SO SO SO SO SO SO
Acquisilion of Right of Way $47391 $47391 SO $0 SO SO SO SO $0 SO SO SO
Total Capital Costs $553,942 $194,671 S176,981 $182,290 SO SO SO SO $0 SO $0 SO

Payment of Capitalized Interest II S20219 $6740 ~740 56740 SO SO $0 $0 $0 $0 $0 $0

Construction Fund $58,78\ SS8,781 $0 SO $0 SO SO $0 $0 SO $0 $0
CapitalIZed Interest Fund $\7,695 $17,695 $0 SO SO SO SO SO $0 SO $0 $0
Debt Service Reserve $7,704 $7,704 SO $0 SO SO $0 SO $0 SO SO $0
Fin>ncial Fees 51718 S1718 $0 SO SO SO SO $0 $0 SO $0 $0

Subtotal $85,898 $85,898 SO SO SO SO SO SO $0 SO $0 SO

TOTAL USES OF FUNDS II $6liO 059 $287309 $183721 $189030 SO SO SO SO $0 SO SO SO

SOURCES OF FUNDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Scnior Bonds $85,898 $85,898 SO SO SO SO SO SO $0 SO $0 SO
Senior Loan SO SO $0 SO SO SO SO SO $0 SO $0 SO
Subordinated Loan :: SO SO SO $0 SO SO $0 SO $0 SO SO
Expansion Bond, SO SO $0 SO SO SO SO SO SO $0 SO

Total Debt $85 898 $85898 $0 SO SO SO $0 $0 SO SIl $0 SIl

Private Equity SO SO SO SO SO SO $0 $0 SO $0 SO $0

Government Conuibution $493,009 SI73.257 $157.SJ3 5162,238 SO SO $0 $0 $0 SO $0 SO
Capital Improvement fund SO $0 $0 SO SO SO $0 SO SO SO $0 $0

Construction Fund $58,781 $20.131 $18,145 $19,905 SO SO :1 SO SO SO $0 SO
Interest on Construction Fund $2152 $1283 $723 $147 (SOl (SO) {SOl ($01 (SOl (SO) {SO

Subtotal $00,934 $21,414 S19,468 S20,052 SO SO SO SO SO SO SO SO

Capitalized Interesl Fund $17,695 55,725 55,897 $6,074 SO SO $0 $0 $0 $0 SO $0
Interest on Capitalized IntereSt Fund $933 $485 S313 $13<; SO SO $0 $0 SO SO $0 $0
Imeresl on Debt Service Reserve $\ 591 S53Il 5530 S530 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal S20,ZI9 56,740 $6,740 56,740 SO SO SO SO $0 SO $0 SO

TarAL SOURCES OF fUNDS II $6liO 059 $287309 5183721 $189030 SO SO SO SO $0 $0 $0 SO



INCREASE DEBT SERVICE COVERAGE RATIO TO 1.5

f:i~~&~ilC~:O~:::~naIDouars)
CASH FLOW PROJECTIONS

Annual Basis 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Farebox Revenues 537,653 539,300 $41,020 $42,815 $44,688 $46,643 $48,684 550,815
Non-Farebox Revenues 5753 $786 $820 $856 $894 5933 $974 51,016
Operating Subsidy
Total Revenues 538,406 $40,086 $41,840 $43,671 $45,582 $47,576 $49,658 551,831

Operating Costs $26265 527053 $27865 $28701 529562 $30 449 $31 362 $32303
Operating Cash Flow $12,140 513,033 $13,975 $14,970 516,020 $17,128 $18,296 $19,528

Interest on Debt Service Reserve 5530 $530 5530 5530 5530 $530 $530 5530
Interest lHl Capitalized Interest Fund (inel in Drwdn) $0 $0 $0 $0 $0 $0 $0 $0
Interest lHl Capital Improvemem Fund $0 $t52 $335 5552 $806 51,099 51,434 SI,815
Interest lHl Operating Fund $128 5142 $158 SI74 SI92 5211 5231 5252
Total Interest Earned $658 $824 SI,023 51,257 $1,528 $1,840 $2,195 52,597

Capitalized Interest Fund Drawdawn (incl in swroc and Use) $0 $0 $0 $0 $0 $0 $0 $0

Gross Cash Flow II 512799 513 857 514998 516227 517548 518968 520491 S22 125

Vehicle Lease $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Senior Bonds Debt Service $7,704 $7,704 $7,704 $7,704 $7,704 $7,704 $7,704 $7,704
senior Loan Debt service $0 $0 $0 $0 $0 $0 $0 $0
Expansion Bonds service $0 $0 $0 $0 $0 $0 $0 $0
Total Senior Debt Service 57704 $7704 57704 57704 $7704 $7704 57704 57704

Coverage Ratio. Senior Debt 1.66 1.80 1.95 2.11 2.28 2.46 266 2.87
Rolling Coverage Ratio, senior Debt 1.66 1.80 2,61 3.51 4.68 5.97 7.45 9.12

Subordinated Loan Debt service $0 $0 $0 $0 $0 $0 $0 $0

Coverage RatiO, Subordinated Debt lIN/A lIN/A lIN/A lIN/A lIN/A lIN/A lIN/A lIN/A
Rollin. Covera.. Ratio Subordinated Debt lIN/A lIN/A #N/A lIN/A lIN/A lIN/A lIN/A lIN/A

Total Debt service $7,704 $7,704 57,704 $7,704 57,704 $7,704 $7,704 $7,704

Coverage Ratio, Total Debt 1.66 1.80 1.95 2.11 2.28 2,46 2,66 2.87
Rollin. Covera.e Ratio Total Debt 1.66 1.80 2.61 3.$7 4.68 5,97 745 9,12

Net Cash Flow After Debt service I 55,094 $6,153 $7,294 58,523 59,844 511.263 $12,787 $14,4211
Taxes $0 $0 $0 $0 $0 $0 $0 $0
Equity Distributions (Payout Rad Inconnu $0 $0 $0 $0 $0 $0 $0 $0
Contribotions to Capitallmprovemem Fund 55094 $6 153 $7294 $8 523 $9844 511 263 $12787 $14421

($0) $0 $0 $0 $0 $0 $0 $0

Capltallmprovemem Fund Balance (Be2innin. of Period) I $0 55,094 511.247 $18.542 527,064 536,908 $48,172 $60,9591
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CHANGE IN FINANCE MIX: DEBT 15%, EQUITY 15%, GOVERNMENT 70%, EQUITY PAYOUT 100%

f~CAG()';~W.AmERAIL CORRIDOR
p~limiiiii~':ij~~@i~6~J1aIYsis (OM's oCNominal Dollars}

SOURCES AND USES OF FINANCING

USES OF FUNDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
InfrasUllcture $360,861 5104,920 5126,079 5129,862 so so so so so so so so
Stations 521,027 $6,114 57,347 $7,567 so so so so so so so so
New Stations $299 $87 5104 5108 so so so so so so so so
Pax Equipment (non-leased portion) $58,253 516,937 520,353 $20,963 SO SO SO SO SO SO SO SO
Maintenance Facility SO SO SO SO SO SO SO SO SO SO SO SO
Construction Managemeni $66,111 519,222 $23,098 523,791 SO SO SO SO SO SO SO SO
Acquisition of Right of Way $47391 $47391 SO SO SO SO SO SO SO SO SO SO
Total Capital Costs $553,942 5194,671 $176,981 $182,290 SO SO SO SO SO SO SO SO

Payment of Capitalized interest I $27,571 59,190 59,1W 59,190 SO SO SO SO SO SO $0 sol

Construction Fund $80 156 580 156 SO SO SO SO SO SO SO SO $0 SO
Capitalized Interest Fund $24,130 $24,130 SO $0 SO SO $0 SO SO SO $0 SO
Debt Service Reserve $10,506 $10,506 $0 $0 SO SO SO SO SO SO SO SO
Financial Fees $2343 52343 $0 SO SO SO SO SO SO SO SO SO

Subtotal $117,134 5117,134 SO SO SO SO SO SO SO SO SO SO

TOTAL USES OF FUNDS I $698,647 5320,995 $186,171 5191,481 SO SO $0 SO SO SO $0 sol

SOURCES OF FUNDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Senior Bonds $117,134 $117,134 SO $0 $0 $0 $0 $0 $0 SO SO SO
Senior Loan $0 SO SO $0 SO SO SO SO SO $0 $0 $0
Subordinated Loan SO SO SO $0 SO SO SO SO SO SO SO SO
Expansinn Bonds SO SO SO SO SO SO $0 SO SO SO SO SO

Total Debt I $117,134 5117,134 $0 SO SO SO SO SO SO SO SO sol
Private Equity It 583,091 529201 $26547 $27344 $0 $0 $0 SO SO SO $0 SO
Government Contribution I $387,760 $136,270 $123,887 $127,603 SO $0 $0 SO SO SO $0 sol
Capital Improvement Fund SO SO SO SO SO SO $0 SO $0 SO SO SO

Construction fund $80,156 527,451 $25,562 $27,143 SO SO SO SO $0 SO $0 SO
Interest on Consnuction Fund $2935 $1749 $985 5201 ($0) (SOl ($01 (SOl ($0) ($01 ($0) (SO

Subtotal $83,091 $29,201 $26,547 $27,344 SO SO SO SO SO SO SO SO

Capitalized Interest Fund $24,130 $7,807 58,04\ $8,282 SO $0 SO SO $0 SO SO SO
Interest on Capitalized Interest Fund $1273 $661 5427 $185 SO SO $0 SO SO SO $0 $0
Interest on Debt service Reserve II $2169 723 $723 (723 SO SO $0 SO l;/1 $0 $0 SO

Subtotal $27,571 $9,190 $9,190 $9,190 SO SO SO SO SO SO SO SO

TOTAL SOURCES OF FUNDS I $698,647 $320,995 $186,171 $191,481 SO SO $0 SO SO $0 $0 sol



CHANGE IN FINANCE MIX: DEBT 15%, EQUITY 15%, GOVERNMENT 70%, EQUITY PAYOUT 100%

!~~~t:~~~l~:::;~~::::inal Dollars)

CASH FLOW PROJECTIONS

Annual Basis 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Farebox Revenues $37,653 $39,300 $41,020 $42,815 $44,688 $46,643 $48,684 $50,815
Non·Farebox Revenues $753 $786 $820 $856 $894 $933 $974 $1,016
Operating Subsidy
Total Revenues $38,406 $40,086 $41,840 $43,671 $45,582 $47,576 $49,658 $51,831

Operating COSiS $26265 $27053 $27865 $28701 $29562 $30 449 $31 362 $32303
Operating Cash Flow $12,140 $13,033 $13,975 $14,970 $16,020 $17,128 $18,296 $19,528

Interest on Debt Service Reserve $723 $723 $723 $723 $723 $723 $723 $723
Interest on Capitalized Interesl Fund (incl in Drwdn) $0 $0 SO SO $0 $0 SO $0
interest on Capital Improvement Fund $0 $0 SO SO $0 SO SO $0
Interest on Operating Fund $109 $122 $136 $151 $167 $183 $201 $219
Totallnteres, Earned $832 $845 5859 $874 $890 $906 $924 $942

Capitalized Interest Fund Drawdown (inc1 in Soun:e and Use) $0 $0 $0 SO $0 $0 $0 $0

Gross Cash Flow I $12,972 $13,878 $14,834 $15,844 $16,909 $18,034 $19,219 $20,470 I

Vehicle Lease $0 $0 $0 $0 $0 $0 SO $0 $0 $0 SO
Senior Bonds Debt Service $10,506 $10,506 $10,506 $10,506 $10,506 $10,506 $10,506 $10,506
Senior Loan Debt service SO $0 $0 SO $0 $0 $0 $0
Expansion Bonds Service $0 $0 SO SO $0 $0 $0 $0
Total Senior Debt Service I $10,506 $10,506 $10,506 $10,506 $10,506 $10,506 $10,506 $10.5061

Coverage Ratio. Senior Debt 1.23 1.32 1.41 1.51 1.61 1.72 1.83 1.95
RollinJJ Coveral!e Ratio Senior DebI 1.23 132 1.41 1.51 1.61 1.72 1.83 1.95

Subordinated Loan Debt Service $0 $0 $0 SO SO $0 SO $0

Coverage Ratio, Subordinated Debt IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A
Rollin. CoveraJte Ratio Subordinated Debt IN/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A

Total Debt Service II $10506 $10 506 $10506 $10506 $10506 $10506 $10506 $10506

Coverage Ratio, Total Debt 1.23 1.32 1,41 1.51 1.61 1.72 1,83 1.95
Rolhnl! Coverage Ratio. Total Debt 1.23 1.32 141 1.51 1,61 1.72 1,83 1.95

Net Cash Flow After Debt Service I $2,466 $3,372 $4.329 $5,338 $6,404 $7,528 $8,714 $9,9641
Taxes $0 $0 $0 $0 $0 $0 $0 $0
Equity Distnbu,ions (Pay"'l Rati Incunnu $0 $0 $0 SO $0 $0 $0 $0
Contributions to Capirallmprovement Fund I $0 $0 $0 SO $0 $0 $0 $01

Capital Improvement Fund Balance I_innin. of Period) I $0 $0 SO $0 SO $0 SO sol

?y.. .. - .. ..' ....' . .. ~ .. ,--,'.. -.r. ~ - ...- ..- ... ---
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CHANGE IN FINANCE MIX: DEBT 15%, EQUITY 15%, GOVERNMENT 70%, EQUITY PAYOUT 100%

t~C.~G.o:.:~WAPPE lWL CORRIDOR
ri~~ifuiM~§."Fiijiaij~r~aIYsis (000'5 of Nominal Dollars)

PRIVATE EQUITY

lSI Half
Beginning Balance
Contributions
Ending Balance

2nd Half
Beginning Balance
Conttibutioru;
Ending Balance

Annual
Beginning Balance
Contributions
Ending Balance

Equity Contributions
Equily Contribs - Op Deficit
Annual Returns to Equity
Net Cash Flows '0 Equity

Internal Rate of Return on Equity ,.

cts~

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
$0 $29,201 $55,748 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091

$14,600 $13,274 $13,672 $0 $0 $0 $0 $0 $0 $0 $0

$14,600 $42,474 $69,420 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
$14,600 $42,474 $69,420 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091
$14,600 $13,274 $13,672 $0 $0 $0 $0 $0 $0 $0 $0

$29,201 $55,748 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
$0 $29,201 $55,748 583,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091

$29,201 $26,547 $27,344 $0 $0 $0 $0 $0 $0 $0 $0
$29,201 SS5,748 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091 $83,091

SUM

::·::f;"""':'::::::;:;":'.:'::"~Mf: $29,201 $26,547 $27,344 $0 $0 $0 $0 $0 $0 $0 $0

i.:::;::I:::j~;::;f:::::':':::i~i;;t;; $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

;':':":::::::.:':'::::;":?:':·.::f18ll~.:: (529,201) ($26,547) ($27,344) $0 $0 $0 $0 $0 $0 $0 $0

i:i~!:!!I!;:!l::iiiji;;:!!~!\~:j::,:::~; ::::t 2S yea~ of proj~t



REALIZE 20% RETURN ON EQUITY - FINANCE MIX: EQUITY 10%, GOVERNMENT CONTRIBUTION 90%, EQUITY PAYOUT 77.5%

f~CAG6-;M1l{W.~t.lKEE RAIL COlUUDQR
Ptilllinfui\if·:m:ff~;w.I~tiAnaIYsis (OOO's of Nominal Dollars)

SOURCES AND USES OF FINANCING

JSES OF FUNDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
nfrastrucrure $360,861 $104,920 $126,079 $129,862 $0 $0 $0 $0 $0 $0 $0 $0
italians $21,027 $6,114 $7,347 $7,567 $0 $0 $0 $0 $0 $0 $0 $0
-lew Stations $299 $87 $104 $108 $0 $0 $0 $0 $0 $0 $0 $0
'ax Equipment (non-leased portion) $58,253 $16,937 $20,353 $20,963 $0 $0 $0 $0 $0 $0 $0 $0
rfamtenance Facility $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
:orntroction Management $66,111 $19,222 $23,098 $23,791 $0 $0 $0 $0 $0 $0 $0 $0
~cquisitionof Right of Way $4139\ $41391 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
'otal Capital Cos'" $553,942 $194,671 $176,981 $182,290 $0 $0 $0 $0 $0 $0 $0 $0

'aymen' of Capitalized Interest II $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

:onsttuction Fund SO $0 $0 $0 SO $0 $0 $0 $0 $0 $0 $0

'apitalized Interest Fund $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
lebt Service Reserve $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
inancial Fees $0 $0 $0 $0 $0 $0 $0 $0 "" $0 $0 $0
Subtotal $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

orAL USES OF FUNDS II $553 942 $194671 $176981 $182290 $0 $0 $0 SO SO $0 $0 $0

OURCES OF FUNDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
~njor Bonds $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
:nior Loan $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Jbordinated Loan $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
x:pansion Bonds $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Debt II $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

rivate Equity II "-~s 394 $19467 S17698 S18229 $0 $0 $0 SO 'Ill $0 $0 $0
ovemment Contribution I $498,548 $175,204 $159,283 $164,061 $0 $0 $0 $0 $0 $0 $0 $01
apital Improvement Fund $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

onstruetion Fund II $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
lterest on Construction Fund $0 $0 $0 $0 $0 50 $0 $0 $0 $0 $0 $0

Subtotal $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

apttalized Interest Fund II $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
lterest on Capitalized Int~t fuod SO $0 SO $0 $0 SO $0 SO $0 $0 $0 $0
,terest on Debt Service Reserve II $0 $0 $0 $0 $0 $0 $0 $0 'Ill $0 $0 $0
Subtotal $0 $0 $0 SO $0 $0 $0 SO $0 $0 $0 $0

JTAL SOURCES OF FUNDS I $553,942 5194,671 5176,981 5182,290 $0 $0 $0 $0 $0 $0 $0 $01TI

tfrt .... .. .... -' ..'
.. .. .. .. ..... --



.. .. - .. ~ -'.. .. .... - .. .. .. ...... ..' .....REALIZE 20% RETURN ON EQUITY· FINANCE MIX: EQUITY 10%, GOVERNMENT CONTRIBUTION 90%, EQUITY PAYOUT 77.5%

I
qIlG~G9-l\fIl;-WAWEERAIL CORRIDOR
ti~jtmfu~;!:;:iii;~l.M~r~naIYsis (ooo·s of Nominal Dollars)

PRIVATE EQUITY

fl

1st Half
Beginning Balance
Contributions
Ending Balance

2nd Half
BeginDing Balance
Contnbutions
Ending Balance

Annual
BegiMing Balance
Contributions
Ending Balance

Equity Contributions
Equity Contribs • Op Defici.
Annual Retum; to Equity
Net Cash FIIlW5 to Equity

Internal Rate of Retum on Equity D

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
$0 $19,467 $37,165 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394

$9,734 $8,849 $9,115 $0 $0 $0 $0 $0 $0 $0 $0
$9,734 $28,316 $46,280 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
$9,734 $28,316 $46,280 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394
$9,734 $8,849 $9,115 $0 $0 $0 $0 $0 $0 $0 $0

$19,467 $37,165 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
$0 $19,467 $37,165 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394 $55,394

$19,467 $17,698 $18,229 $0 $0 $0 $0 $0 $0 $0 $0
$19,467 $37,165 $55,394 $55,394 $55,394 $55.394 $55,394 $55,394 $55,394 $55,394 $55,394

SUM

Ii~F;::~ ~:::~
$18.229 $0 $0 $0 $0 $0 $0 $0 $0

$0 $9,429 $10,319 $11,130 $11.987 $12.894 $13,852 $14,865 $15,934
($18,229) $9,429 $10,319 $11,130 $11,987 $12,894 $13,852 $14,865 $15,934

:::::::::::'!,:!!,:::::::::::: ,':.:' ~~'IJl. over first 2S years of project



REALIZE 20% RETURN ON EQUITY - FINANCE MIX: EQUITY 10%, GOVERNMENT CONTRIBUTION 90%, EQUITY PAYOUT 77.5%

CHlf.~(j?·~n;~FERAIL CORRIDOR
Piiiliiiiliiiifi..:ym;m§i!lJo\nalysts (OOO's of Nominal Dollars)

CASH FLOW PROJECTIONS

Annual Basis
Farebox Revenues
Non-Farebox Revenues
Operating Subsidy
Total Revenues

Operating Costs
Operating Cash Flow

Interest on Debt Service Reserve
In'erest on Capitalized Interest Fund (intI in Drwdn)
Interest on Capital Improvement Fund
Interest on Operating Fund
Totallnterest Earned

Capitalized Interest Fund Drawdown (intI in Souree and Use)

Gross Cash Flow

Vehicle Lease
Senior Bonds Debt Service
Senior Loan Debt Service
Expansion Bonds Service
Total Senior Debt Service

Coverage Ratio. Senior Debt
Rollin!! Coveral!c Ratio. Senior Debt

Subordinated Loan Debt Service

Coverage Ratio, Subordinated Debt
Rollin2 Coveraec Ratio. Subordinated Debt

Total Debt Service

Coverage Ratio, Total Debt
Rotline Covera2e Ratio. Total Debt

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
$37,653 $39,300 $41,020 $42,815 $44,688 $46,643 $48,684 $50,815

$753 $786 $820 $856 $894 $933 $974 SI,016

S38,406 $40,086 $41,840 $43,671 $45,582 $47,576 $49,658 S51,831

$26,265 $27,053 $27,865 $28,701 $29,562 530,449 531,362 S32,303
S12,140 $13,033 S13,975 514,970 S16,020 517,128 S18,296 S19,528

$0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0
$0 $86 5115 $272 $375 $487 $606 $735

5181 SI9S 5210 $226 $242 S260 5278 $297
5181 5282 S386 $497 $617 $746 5884 51,032

$0 $0 $0 $0 $0 $0 $0 $0

I,
I

512,322 513,314 514,361 515,467 516,631 517,874 519,1&1 S20,56O I,

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0 $0 $0

lIN/A lIN/A lIN/A IN/A IN/A IN/A IN/A IN/A
lIN/A lIN/A IN/A IN/A IN/A IN/A IN/A #N/A

$0 $0 $0 $0 $0 $0 $0 $0

#N/A #N/A #N/A IN/A IN/A IN/A IN/A #N/A
IN/A IN/A #N/A IN/A IN/A IN/A IN/A lIN/A

I
I $0 $0 $0 $0 $0 $0 $0 $01

i
lIN/A lIN/A IN/A IN/A #N/A IN/A #N/A IN/A
lIN/A lIN/A IN/A IN/A IN/A IN/A lIN/A IN/A

Net Cash Flow After Debt Service
Taxes
Equity Distributions (Payout Rati Inconnu
Conm'butions to Capitallmprovemelll Fund

Capital Improvement Fund Balance (Beginning of Period) " w )-:::.a,,,, .),)tMY .J';t, UU .)U.,OU} .)IO•.)It-' ;UU.JO,J )o~.Ol)J II

9:R
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REALIZE 20% RETURN ON EQUITY m FINANCE MIX: EQUITY 5%, GOVERNMENT CONTRIBUTION 95%, EQUITY PAYOUT 34%

f~~~~~1tC~o~~~~inalDollars)
SOURCES AND USES OF FINANCING

USES OF FUNDS TOTAL 2000 200l 2002 2003 2004 2005 2006 2007 2008 2009 2010
Infrastructure $360,861 $104,920 $126,079 $129,862 $0 $0 $0 $0 $0 $0 $0 $0
StatiOrui $21,027 $6,114 $7,347 $7,567 $0 $0 $0 $0 $0 $0 $0 $0
NewStatioffi 5299 $87 $104 $108 $0 $0 $0 $0 $0 $0 $0 $0
Pax Equipment (non·leased pcnion) $58,253 $16,937 $20,353 520,963 $0 $0 $0 $0 $0 $0 $0 $0
Maintenance Facility $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Construction Management 566,111 $19,222 $23,098 $23,791 $0 $0 $0 $0 $0 $0 $0 $0
Acquisition of Right of Way $47391 $47391 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Toral Capital Costs $553,942 $194,671 $176,981 $182,290 $0 $0 $0 $0 $0 $0 $0 $0

Payment of Capllaliz.ed Interest II $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Construction Fund SO $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Capitalized Interest Fund $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Debt Service Reserve $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 SO
Financial Fees $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 SO $0

Sub.otal $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

TOTAL USES OF FUNDS I $553,942 $194,611 $116,981 $182,290 $0 $0 $0 $0 $0 $0 $0 $01

SOURCES OF FUNDS TOTAL 2000 200l 2002 2003 2004 2005 2006 2007 2008 2009 2010
Senior Bonds $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Senior loan $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Subordinated loan $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Expansion Bonds $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Total Debt II $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Private Equity II U7697 $9734 $8849 $9115 $0 $0 $0 $0 :iO $0 $0 $0

Government Contribution II $5Z6245 $184 937 $168 132 $173 176 $0 $0 $0 $0 $0 $0 $0 $0
Capital Improvement Fund $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Construction Fund $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Interest on Consttuetion Fund $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Capitalized Interest Fund $0 $0 SO $0 $0 $0 $0 $0 $0 $0 $0 $0
Interest on Capitalized Interest FWKI SO $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Interest on Debt Service Reserve II $0 $0 $0 SO $0 $0 $0 $0 SO $0 $0 $0

Sub.otal $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

TOTAL SOURCES OF FUNDS II $5S3942 $194671 $116981 $182290 $0 $0 $0 $0 $0 $0 $0 $0



REALIZE 20% RETURN ON EQUITY· FINANCE MIX: EQUITY 5%, GOVERNMENT CONTRIBUTION 95%, EQUITY PAYOUT 34%

~M~t~~~I~C~~:O~:::~na' Dollars)

PRIVATE EQUITY

!stHalf
Beginning Balance
Contributions
Ending Balance

2nd Half
Beginning Balance
Contributions
Endmg Balance

Annual
Beginning Balance
Contributions
Ending Balance

2000
$0

$4,867
$4,867

2000
54,867
54,867
59,734

2000
$0

$9,734
59,734

2oo1
$9,734
$4,425

$14,158

2oo!
514,158
54,425

518,583

2oo!
$9,734
$8,849

518,583

2oo2
$18,583
$4,557

$23,140

2oo2
523,140
54,557

$27,fm

2oo2
$18,583
$9,1IS

$27,697

2oo3
$27,fm

$0
$27,fm

2oo3
527,fm

$0
$27,697

2oo3
527,fm

$0
$27,fm

2004
$27,697

$0
$27,fm

2004
527,697

$0
$27,fm

2004
$27,697

$0
$27,fm

200S
$27,fm

$0
$27,fm

200S
527,fm

$0
$27,fm

200S
527,fm

$0
$27,697

2006
$27,fm

$0
$27,fm

2006
527,fm

$0
$27,fm

2oo6
$27,fm

$0
$27,fm

2oo7
$27,fm

$0
$27,fm

2oo7
527,fm

$0
$27,fm

2oo7
$27,fm

$0
$27,fm

200S
$27,fm

$0
527,fm

200S
$27,fm

$0
$27,fm

200S
$27,fm

$0
$27,fm

2oo9
$27,697

$0
$27,fm

2009
$27,fm

$0
$27,fm

2oo9
$27,697

$0
$27,fm

2010
$27,fm

$0
527,fm

2010
$27,fm

$0
$27,fm

2010
$27,697

$0
$27,fm

Equiry Contributions
Equity Contribs • Op DefICit
Annual RetUrnS 10 Equity
Net Casb Flows 10 Equity

Internal Rate of Return on Equity -

SUM

i!!1:1!:!!i!il!!!!:;1~;;;i;:;:;'::fJ~e'i $9,7: $8,:

1IIIIIlllllllllllI11111iiiiiilll;:,I:lfii:::::::7:~= nf(::j:>

$9,115

$0
(59,115)

$0

$5.183
$5,183

$0

$5.637
$5,637

$0

$6.120
$6,120

$0

$6.632
$6,632

$0

$7.175
57,175

$0

57.751
$7,751

so

58.361
58.361

$0

59.008
59,008

.'
jBtJ
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REALIZE 20% RETURN ON EQUITY - FINANCE MIX: EQUITY 5%, GOVERNMENT CONTRIBUTION 95%, EQUITY PAYOUT 34%

CASH FLOW PROJECTIONS

515.021 516.039 517,113 518,245 $19,439 $20,696 $22,020 523.415

,---------- $41,286 $43,093 $44,978 $46,946 $49,000 $51,145 $53,382 $55,7181

$26.265 $27,053 $27,865 $28,701 $29,562 $30,449 $31,362 $32,303 I

Annual Basis
Farebox Revenues
Non-Farebox Revenues
Operating Subsidy
Total Revenues

Operating Costs
Operating Cash Flow

2000 2001 2002 2003
$40,477

$810

2004
$42,248

$845

2005
$44,096

$882

2006
$46,026

$921

2007
$48,040

$961

2008
$50,142
$1,003

2009
$52,336
$1,047

2010
$54,626
51,093

Interest on Debt Service Reserve
Interest on Capitalized Interest Fund (incl in DIWdn)
Interest on Capital Improvement Fund
Imerest on Operatmg Fund
Tntallnterest Earned

Capitalized Interest Fund Drawdown (incl in Source and Use)

Gross Cash Flow

$0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0
$0 $300 $625 $979 $1,363 $I,m $2,225 $2,709

$224 $242 $260 $280 $301 $323 $346 $370
$224 $542 $886 $1,259 $1,663 $2,100 $2,571 $3,079

$0 $0 $0 $0 $0 $0 $0 $0

, $15,245 - $16.581 $17,999 un m$19.sijS--$2DoC--$n;-1%--$24,~$26A94J

I

Vehic1e Lease
Senior Bonds Debt Service
Senior Loan Debt Service
Expansion Bonds Service
Total Senior Debt Service

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0 $0 $0r - --------- $0 $0 $0 $0 $0 $0 $0 $0 Ii

Coverage Ratio, Senior Debt
Rollin2 Covera2c Ratio. Senior Debt

#N/A
#N/A

#N/A
#N/A

IN/A
IN/A

IN/A
#N/A

IN/A
#N/A

IN/A
#N/A

#N/A
#N/A

IN/A
#N/A

Subonlinated Loan Debt Service

Coverage Ratio, Subonlinated Deb!
Rollinl! Covera2c Ratio. Subordinated Debt

IN/A
IN/A

$0

IN/A
IN/A

$0

IN/A
IN/A

$0

IN/A
IN/A

$0

IN/A
IN/A

$0

IN/A
IN/A

$0

#N/A
IN/A

$0

IN/A
IN/A

$0

IN/A
lIN/A

IN/A
#N/A

IN/A
IN/A

IN/A
#N/A

IN/A
IN/A

#N/A
IN/A

IN/A
IN/A

IN/A
#N/A

, $O----$o-----ro---$o $0 $O-----$O----JOJ

I iCoverage Ratio. Total Debt
Rolling Coverage Ratio. Total Debt

Tntal Debt Service

Net Cash Flow After Debt Service
Taxes
Equity D~tributinns (Payout Rati Inconnu
Contributions to Capital Improvement Fund

I $15,245 $16,581 $17,999 519,505 $21,102 $22,796 $2439i~~$26,4941

$0 $0 $0 $0 $0 $0 $0 50'
55,183 55,637 $6,120 $6,632 $7,175 $7,751 $8,361 $9,008

, $10,062 $10,943 - -$11,879-- $12,873 $13,927 $15,045 $16,230 $17,4861
I

Capital Improvement Fund Balance (Beginning of Period) II $0 $10,062 $21,005 $32,885 $45,758 $59.685 $74,730 $90,960 II

!6(



REALIZE 20% RETURN ON EQUITY· FINANCE MIX: EQUITY 3.25%, GOVERNMENT CONTRIBUTION 96.75%, EQUITY PAYOUT 24%

i:~~~~~II::~o~~::::inal Dollars)

SOURCES AND USES OF FINANCING

USES OF FUNDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
nfrastructure 5360,861 $104,920 $126,079 $129,862 $0 $0 $0 $0 $0 $0 $0 $0
italians $21,027 $6,114 $7,347 57,567 $0 $0 $0 $0 $0 $0 $0 $0
llewStations $299 $87 5104 5108 $0 $0 $0 $0 $0 $0 $0 $0
'ax Equipment (non-leased ponion) SS8,2S3 516,937 520,353 $20,963 $0 $0 $0 $0 $0 $0 $0 $0
,.fainrenance Facility $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
:onstruction Managemcm $66,111 $19.222 523,098 $23.791 $0 $0 $0 $0 $0 $0 $0 $0
~cquisition of Right of Way 547391 547391 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
'Olal Capil3l Cos.. $553,942 $194.671 $176.981 $182.290 $0 $0 $0 $0 $0 $0 $0 $0

'ayment of Capitalized Interest I $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $01

~onstruction Fund ~ $0 $0 $0 ~ $0 $0 $0 $0 $0 $0 $0

~apitalized Interest FU11d $0 $0 $0 $0 $0 SO $0 SO $0 $0 $0 $0
'cbt Service Reserve $0 $0 $0 $0 $0 $0 SO $0 $0 $0 $0 $0
inancial Fees $0 $0 $0 $0 $0 $0 $0 $0 SO $0 $0 $0

SubtOlaI $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

OTAL USES OF FUNDS II $553 942 $194 671 $176981 $182290 $0 $0 $0 $0 $0 $0 $0 $0

OURCES OF FUNDS TOTAL 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
::nior Bonds $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
:nior Loan $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Jbordmated Luan $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Kpansion Bonds $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

TOlaI Debt $0 SO $0 $0 $0 $0 $0 $0 $0 SO $0 $0

rivate Equity S18003 $6 327 $5752 $5 924 $0 $0 $0 $0 l;O $0 $0 $0

ovemment Contn"bution I $535,939 $188,344 $171.229 SI76,366 $0 $0 $0 $0 $0 $0 $0 sol
apital Improvemem Fund $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

onsnuction Fund I $0 $0 $0 $0 $0 SO $0 $0 SO $0 $0 :1lterest on COruibUction Fund $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

SUb.OlaI $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

apitalized Interest FU11d $0 $0 $0 $0 $0 $0 $0 $0 $0 SO $0 $0
lterest on Capitalized Interest fund $0 $0 $0 SO $0 $0 $0 $0 SO $0 $0 $0
lterest on Debt Service Reserve II $0 $0 $0 $0 $0 $0 $0 $0 SO $0 $0 $0

Sub.OlaI $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

DTAL SOURCES OF FUNDS I $553,942 $194,671 $176,981 $182.290 $0 $0 $0 $0 SO $0 $0 $01T'

/0':<'-_. .. -- .. -, ..' .. - .. - --- .. '.. - - - .. ~-
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REALIZE 20% RETURN ON EQUITY· FINANCE MIX: EQUITY 3.25%, GOVERNMENT CONTRIBUTION 96.75%, EQUITY PAYOUT 24%

r~~~J~~fa::'=~~~~:inaIDollars)
PRIVATE EQUITY

1st Half
Beginning Balance
Contributions
Ending Balance

2nd Half
BegiMing Balance
Contributions
Ending Balance

Annual
Beginning Balance
Contributions
Ending Balance

2000
$0

$3,\63
$3,163

2000
$3,163
$3,163
$6.321

2000
$0

$6,321
$6,321

200!
$6,321
$2,816
$9,203

200!
$9,203
$2,816

$12,019

200!
$6,321
$5,152

$12,019

2002
$12,019
$2,962

$15,041

2002
$15,04\
$2,962

$18,003

2002
$12,019
$5,924

$18,003

2003
$18,003

$0
$18,003

2003
$18,003

$0
$18,003

2003
$18,003

$0
$18,003

2004
$18,003

$0
$18,003

2004
$\8.003

$0
$18,003

2004
$18,003

$0
$18,003

2005
$18,003

$0
$18,003

2005
$\8,003

$0
$18,003

2005
$18,003

$0
$18,003

2006
$18,003

$0
$18,003

2006
$18,003

$0
$18,003

2006
$18,003

$0
$18,003

2007
$18,003

$0
$18,003

2007
$\8,003

$0
$18,003

2007
$18,003

$0
$18,003

2008
$18,003

$0
$18,003

2008
$18,003

$0
$18,003

2008
$18,003

$0
$18,003

2009
$18,003

$0
$18,003

2009
$18,003

$0

$18,003

2009
$18,003

$0

$18,003

2010
$18,003

$0
$18,003

2010
$\8,003

$0

$18.003

2010
$18,003

$0
$18,003

ItJ3

Equity Contributions
Equily Connibs • Op Deficl.
Annual Renuns to Equity
Net Cash FI""", to Equily

Internal Rate of Return on Equity -

SUM

11!::::iii~:I:!l:~:;:':':i:::'::':.:~r~i:: $6,3: $5,1:

ili!il1jlliI11!1~li!!!;:~;:ra:::::,(:':: of Pro:::152)

$5,924

$0
($5,924)

$0

$2.951
$2,951

$0

$3.242
$3,242

$0

$3.546
$3,546

$0

$3.869
$3,869

$0

$4.213
$4,213

$0

$4,518
$4,518

$0

$4,961
$4,961

$0

$5.381
$5,381



REALIZE 20% RETURN ON EQUITY - FINANCE MIX: EQUITY 3.25%, GOVERNMENT CONTRIBUTION 96.75%, EQUITY PAYOUT 24%

l~m~~G()..l\Utw.A'P,!mE RAIL CORRIDOR
Pteufuin~w:::riJjiilliig\llaJvsis (000'8 of Nominal Dollars)

CASH FLOW PROJECTIONS

Annual Basis 2000 200! 2002 2003 2004 2005 2006 2007 2008 2009 2010
Farebox Revenues $37.653 $39.300 $41.020 $42.815 544.688 $46.643 $48.684 $50.815
Non-Farebox Revenues $753 $786 $820 $856 $894 $933 $974 $1.016
Operating Subsidy
TOlaI Revenues $38.406 $40.086 $41.840 $43.671 $45.582 $47.576 $49.658 $51.831

Operating Costs $26265 $27053 $2786S $28701 $29562 $30 449 $31 362 $32303
Operating Cash Flow $12.140 $13.033 $13.975 $14.970 $16.020 $17.128 $18.296 $19.528

interest on Debt Service Reserve $0 $0 $0 $0 $0 $0 $0 $0
Interest on Capitalized Interest Fund (incl in Drwdn) $0 $0 $0 $0 $0 $0 $0 $0
Interest on Capltallmprovernent Fund $0 $279 $585 $919 $1.284 $1,681 52,113 52,581
Interest on Operating Fund $181 $197 $213 $231 $249 $268 $289 $311
Tntal Interes, Earned $181 $476 $798 $1149 $1533 $1949 $2402 $2892

Capitalized Interest Fund Drawdown (incl in Soun:c and Use) $0 $0 $0 $0 $0 $0 $0 $0

Gross Cash Flow r 512,322 513,509 $14,173 $16,120 $11,553 $19,077 $20,698 $21,420 I

Vehicle Lease $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
senior Bonds Debt service $0 $0 $0 $0 $0 $0 $0 $0
Senior Loan Debt Service $0 $0 $0 $0 $0 $0 $0 $0
Expansion Bonds Service $0 $0 $0 $0 $0 $0 $0 $0
Tntal senior Debt service I $0 $0 $0 $0 $0 $0 $0 $01

Coverage Ratio, Senior Debt IfN/A IfN/A IfN/A IfN/A IfN/A IfN/A IN/A IN/A
Rollinll Coveral!':e Ratio Senior Debt IN/A IN/A IfN/A IN/A IN/A IN/A IN/A IfN/A

Subordinated Loan Debt service $0 $0 $0 $0 $0 $0 $0 $0

Coverage Ratio. Subordinated. Debt IN/A #N/A #N/A IN/A IN/A IN/A IN/A IN/A
Rollin" Coverallc Ratio Subordinated Debt #N/A IN/A IN/A IN/A IN/A IfN/A IN/A IN/A

Tntal Debt service J I $0 $0 $0 $0 $0 $0 $0 $01".
Coverage Ratio, Total Debt #N/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A
Rollina Coveraae Ratio Tntal Debt #N/A IN/A IN/A IN/A IN/A IN/A IN/A IN/A

Net Cash Flow After Debt service I $12,322 513,509 $14,773 $16,120 $17,553 $19,077 520.698 $22,420 I
Taxes $0 $0 $0 $0 $0 $0 $0 $0
Equi[}' Distributions (Payout Rati tnconnu I $2.957 $3,242 $3,546 $3,869 $4.2I;1 $4.518 $4.967 55,3811
Contributions (0 Capitallmprovemc:m Fund I $9.365 $10,266 $11.228 $12,251 $13,340 514,499 $15.730 $17,0391

Capital Improvement Fund Balance (BeaiMina of Perind) I $0 $9,365 $19,631 $30,859 $43,109 $56,449 570,948 $86,6781

/Df
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Caribbean Power Project

Module 3

Price WaterhouseLLP

Overview ofProject

• Construction and operation ofa 60 MW diesel power plant

• construction duration: 24 months

• turnkey contract: design, construction, start-up and testing
of power plant complex

• 20-year Power Purchase Agreement

• Operating expenses covered in form of :
- capacity payments
- energy payments

PrIce WaterhouseLLP 2

jtJt3



•I
\

I
I

I
I,
I
I
I
'I
I
I
I
I
I
I
I
I
I

4

IFuel Supplier~,
Fuel Supply
Agreement

Price WaterhouselLP

Security Package

I Government ~ / IMinistries ~

+ Pennits

hnplementation~

I Project~, Agreement I I
Insurers "T' ..A" Investor~

Insurance t Shareholders .

Pobetes~I Project rAgreement

Engineering Company ILenders)

~=~~n #/ t V
"'IIIIIIIIIIBIIIIIIIIIIIIIIIIIIIIIII" 0/ =-/ "'"
Projoc' Opemtn<r - Iu.b I&crow Agent ~

Overview of Results

Total Project Cost $123,644,541

Projected 2-yearbond issue (equity bonds) $35,825,862

Projected 5-yearbond issue (debt bonds) $81,000,000

Projected total bond issue $116,825,862

Remaining project costs will be supplied from
additional equity investments and standby debt.

Average coverage of interim period (operation 2.63
years 1-3) debt (bond interest wILe fees +
additional debt)

Price WaterhouseUP 3
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Construction Period Project Financing

• Sources of construction financing
- proceeds from the sale of 2-5 year bonds

- cash equity investments by stockholders of Caribbean
Power Project Company

- standby debt financing

• 2-year bonds will be retired by cash equity from
Caribbean Power Project Company stockholders.
5-year bonds will be retired from proceeds from
the Energy Loan Fund term loan

Price WaterhouseLLP 5
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I PROJECT MODEL Base Case, Rev. 3 49

Base Tariff Tariff Project Project
Project Adjustments Model Model minus
Costs to Base Proi. Costs Proiection Tariff

$85,573,000 -$3,220,957 $82,352,043 $79,479,043 -$2,873,000
0 300,000 300,000 300,000 $0

351,051 -351,051 0 0 0
0 0 0 0 0

320,000 10,880 330,880 330,880 0
1,680,000 57,122 1,737,122 2,160,000 422,878

555,653 14,150 569,803 687,197 117,395
0 120000 120000 120,000 0

88,479,704 -3,069,855 85,409,848 83,077,120 -2,332,728

1,876,283 105,565 1,981,848 2,196,533 214,685
3,364,250 2,378,657 5,742,907 7,292,657 1,549,750
1,149,474 -39,474 1,110,000 1,110,000 0

0 250,149 250,149 250,149 0
0 0 0 0 0

7,296,430 1,113,446 8,409,877 7,833,412 -576,465
57,000 0 57000 257,000 200,000

13,743,438 3,808,343 17,551,781 18,939,751 1,387,970

1,028,125 34,958 1,063,083 1,578,125 515,042
1,823,214 140.764 1 963,978 3,589,195 1 625,218
2,851,339 175,722 3,027,060 5,167,320 2,140,260

2,246,882 -35,913 2,210,969 2,235,349 24,380
3,000,000 0 3,000,000 3,000,000 0
3000000 4,000,000 7,000,000 7,000,000 0
8,246,882 3,964,087 12,210,969 12,235,349 24,380

113,321 362 4,878,296 118.199658 119,419.541 1.219,883
4,225,000 143,656 4,368,656 4,225,000 -143,656

0 0 0 0 0
117,546,362 5,021,952 122,568,314 123,644,541 1,076,227

7,107,136 -5,021,952 2,085,184 1,008,958 -1,076,227

I
I
I
I
I
I
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CAPITAL COST SUMMARY - PROJECT MODEL

CONSTRUCTION AND START-UP
Power plant construction - EPC
Security for EPC termination
EPC interest on retained payments
Taxes and duties
Operating equipment
Project management
Start-up
Site lease payments

Subtotal

FINANCE
Equity finance costs

(3) Bond finance costs
Energy Loan Fund finance fees
Capital cost standby debt fees
Interim period standby fees

(3) Net construction interest
Miscellaneous financing costs

Subtotal

DEVELOPMENT
Professional fees
Direct development costs

Subtotal

RESERVES
Working capital
SecuritY deposits
Debt service reserve

Subtotal

BASE CAPITAL COST
Base Contingency
Additional cost overruns

TOTAL PROJECT COST
Remaining Additional Standby

TOTAL REQUIRED FUNDS

7/17/96, JPPC, (TM 2 23)

124,653,4981 01 124,653,4981 124,653,4981 o



FINANCE

Sheet1

EQUITY FINANCE COSTS

Estimated cash equity commitment

Non-sponsor cash equity commitment

Equity placement fee

Equity placement fee on non-sponsor equity

Equity letter of credit fees

Construction duration

Annual equity letter of credit fee %

Construction period equity letter of credit fees

65.0%

3.5%

$37,396,050

24,307,432

$850,760

24 months

1.00%

$747,921

I
I
I
I
I

JPPC will incur costs for equity letter of credit fees up to 1.0% of equity per annum.

Additional costs will be borne by investors separately for their own accounts.

Equity political risk insurance

Political risk insurance for equity (2 yr.) bonds 1.5%

JPPC will incur costs for equity political risk insurance up to 1.5% of equity per annum.

Additional costs will be borne by investors separately for their own accounts.

Total equity finance costs

$597,852

$2,196,533

I
I
I

2-year bonds

Fee % Amount

5-year bonds

Fee % Amount

BOND FINANCE COSTS

Estimated 2-year bond proceeds

Estimated 5-year bond proceeds

Total bond financing

Closing fees

Issuer placement fee

Investment banking fee

LC bank commitment fee

CARIFA issuance fee (936 bonds only)

Total 936 bond financing

CARIFA fee

1.25%

1.00%

0.60%

2.85%

$447,823

358,259

214,955

$1,021.037

35,825,862.27

81,000,000.00

1.25%

1.00%

2.75%

5.00%

75,000,000

0.50%

116,825,862

$1,012,500

810,000

2,227,500

$4,050,000

$375,000

I
I
I
I
I

Political risk insurance for disbursed 5-year bond funds

Insurance premium rate

Total insurance paid during construction

LC bank fronting fee

Annual fee % of bond amount

Total fee paid during construction

LC bank administrative fee

Annual fee

Total fee paid during construction

Total bond finance costs

Page 1

1.25%

0.25%

50,000

$1,162,490

$584,129

$100,000

$7,292,657

JV r
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I Sheet1

I
I

ENERGY LOAN FUND TERM LOAN FEES

Energy Loan Fund commitment fee

Base Project Cost (utilizedl

Base Standby cost (utilized)

Total Energy Loan Fund commitment

81,000,000

o
81,000,000

I Commitment fee %

Estimated commitment fee paid during construction

0.50%

$810,000

I
I

Energy Loan Fund monitoring fee

Fee % of Energy Loan Fund term loan amount

Estimated loan monitoring fee paid during construction

0.250% 1st five year

0.125% thereafter

$300,000

Total Loan Fund finance fees paid during construction

I
I

STANDBY FINANCING FEES

Capital cost standby

Construction standby financing commitment

Projected utilization of construction standby

$6,257,449

$5,551,179

$1,110,000

I
Placement fee (paid at Financial Closing)

Annual commitment fee during construction

Estimated fees - capital cost standby

$125,000

1.00% 12;;;,.5.;,.:,...;.1...;.4;;;,.8.;.;;9.;:;8 _

$250,149

$250,149

10.5%

#NIA

Interest

Rate

$0

7.00

#NIA

Amort.

period

(years)

$81,000,000

1 year

5.90%

$0

1.25%
0.50% _

$0

3.00

#NIA

Grace period

from. Fin.

Closing (yrs)

Capital cost standby

Interim period standby

Additional details to standby financing

Total standby financing fees

Placement fee (paid at Financial Closingl

Annual commitment fee during construction

Estimated fees - interim period standby

Interim period standby

Projected 5-year bond utilization

Assumed bond interest & LC fees to be provided for by standby

Bond interest rate {inc. LC feesl for standby calculation

Resulting interim period commitment

I

I
I

I

I

I
Interim period standby commitment fee for operating years 1 - 3 1.75%

I
I
I
I

Page 2



Sheet1

CONSTRUCTION INTEREST

Bond interest rates

Base Int.

Rate paid

Trustee

fee

Interest

Rate paid

Interest

Earned

•
I

2-year bonds

5-year taxable bonds

5-year 936 bonds

Letter of credit fees

LC fee rate on disbursed bond funds

LC fee rate on undisbursed bond funds

3.500%

3.625%

2.BOO%

0.050%

0.050%

0.050%

3.550%

3.675%

2.850%

2-yr bonds

1.25%

0.75%

3.140%

3.140%

2.860%

5-yr bonds

2.50%

0.75%

I
I

Determination of net construction interest

Calculated gross construction interest

Add letter of credit fees

Less interest earned on invested bond proceeds

Net construction interest

MISCELLANEOUS FINANCING COSTS

Energy Loan Fund loan application fee

Energy Loan Fund loan processing/legal fees

Printing, statements and bond certificates

Bond trustee fee

MIGA commitment fee

Additional construction period insurance

Inconvertibility insurance for interim period standby

Total miscellaneous financing

Page 3

$7,259,636

3,579.158

3,005.383

$2,000

20,000

25,000

10,000

100.000.00

100,000.00

$7.833,412

$257.000

I
I
I
I
I
I
I
I
I
I
I
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Projected

Base Allocation Inflation adj. Total

monthly cost (Months) Base cost to FC Cost

Initial fuel oil inventory $640,582 2 $1,281,165 $1,281.165

Fuel oil transportation 27,135.11 2 54,270.21 54.270.21

Engine lubricating oil 50,980.89 2 101,962 4,885.39 106.847.17

Plant maintenance 126,704.47 2 253,409 12,141.81 265.550.76

Operating labor 69,808.33 2 139,617 6,689.58 146,306.25

Utilities 8,105.83 2 16,212 776.76 16,988.43

Supplies and services 11,390.40 2 22,781 1,091.52 23,872.32

Administrative expenses 4,166.67 2 8,333 399.28 8,732.62

Operations mgmt. fee 20,000.00 2 40,000 1,916.56 41,916.56

Site lease payments 5,000.00 2 10,000 479.14 10,479.14

Property tax 6 0

Insurance 46.536.84 6 279,221 279,221.03

Subtotals 2,206,969 28.380 2,235,349.20

Total working capital reserve $2.235,349

Initial cash working capital balance $1,786,942

Annual addition to working capital cash balance 0.0%

I
I
I
.1
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Sheet1

DEVELOPMEN r

PROFESSIONAL FEES

Energy Loan Fund legal

Bond counsel

Underwriter's counsel

Letter of credit bank legal

Project company legal

Other legal

Third party engineering review

Subtotal professional fees

Inflation adjustment

Total professional fees

DIRECT DEVELOPMENT COSTS

Estimated environmental assessment cost

Letter of credit charge for performance securitY

Project company reimbursement for other direct development costs

Subtotal development costs

Inflation adjustment

Total development costs subject to direct adj.

Base Project Cost

Sponsor's development fee percent of base project cost

Sponsor's development fee

KASAC permit charge

Total direct development

RESERVES

WORKING CAPITAL

Starting date for working capital cost adjustments

Ending date for adjustments

Months of working capital cost adjustment

Escalation rate

Page 4

119,419,541

1%

Fuel

27-Apr-92

l-Mar-94

22

0.0%

$0

87,500

65,625

400,000

850,000

100,000

75,000

1,578,125

a

100,000

20,000.00

2,200,000

2,320,000.00

o
2,320,000.00

1,194,195

75,000

Other costs

22-Jul-92

l-Mar-94

19

3.0%

$1,578,125

$3,589,195

JI./-



The debt reserve is maintained at the funded amount until take-out by the Energy Loan Fund. After take-out the

reserve balance is maintained at the lesser of: 1) the funded amount, 2) 6-months Loan Fund debt service.

Page 5

Sheet1

SECURITY DEPOSITS

Construction security deposit

Interconnection security deposit

Subtotal construction security

Inflation adjustment

Total construction period security deposits

Interest earned during construction on security deposits

Interest earned during operation on the operations security deposit

DEBT SERVICE RESERVE

Funded debt service reserve

JPS share of reserve benefits (interest + distribution of reserve)

Interest earned during operation on debt reserve funds

2,000,000

1,000,000

3,000,000.00

o

3.5%

5.5%

70.0%

5.5%

$3,000,000

$7.000,000

I,
I,.
I
I
I
I,
I
I
I
I
I
I
I
I
I
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Sheet1

CONSTRUCTION PERIOD SOURCES AND USES OF FUNDS (can't)

Sources of funds for construction period capital costs are shown separated below into funds for the Base

Project Cost, and funds for contingencies.

Proceeds from the placement of bonds will be used to fund construction costs. Upon completion of

construction the 2-year issue (the "Equity Bonds") will be retired with cash equity from JPPC stockholders,

committed at financ.al closing. The 5-year issue (the "Debt Bonds") will be retired from proceeds of the

Energy Loan Fund term loan.

Sources of Funds for Base Project Cost

I
I
I
I

Base Project Cost

2·year bond proceeds backed by equity take-out

Debt proceeds (5 yr. bonds + capital cost standby debt)

Sources of funds for Base Project Cost

Sources of Funds for Standby

Total Remaining Standby

Additional debt commitment

JPPC stockholder cash equity commitments

Sources of funds for Standby

STANDBY FINANCING ASSUMPTIONS

119,419,541

Percent

30.0%

70.0%

5,233,958

3,663,770

1,570,187

Amount

35,825,862

83,593,679

119,419,541

5,233,958

I
I
I

The base total standby amount is stated relative to the Base Project Cost, equal to the JPPC proposal

model capotal cost plus a $3.0 million allowance for the debt reserve.

Base Project Cost

Total Standby

Utilized capital cost standby ("Base Standby")

Remaining capital cost standby ("Additional Standby")

Total capital cost standby ("Standby")

113,321,362

10.0% 11,332,136

4,225,000

1,008,958

5,233,958

I
Pursuant to terms of the agreement with the Energy Loan Fund, funding for capital cost standby is

required to consist of at least 30% equity.

Base

Standby

Additional

Standby

I
I
I
I
I
I

Equity commitment

Debt commitment

Standby sources

Page 1

30.0%

70.0%

100.0%

1,267,500

2,957,500

4,225,000

302,687

706,270

1,008,958



Sheet1

STANDBY FINANCING ASSUMPTIONS (con't)

Sources of Financing for Base Standby

Base Standby

Cash equity

Additional 5-year bond proceeds backed by ELF

Standby debt proceeds

Sources of funds for Base Standby

Sources of Financing for Remaining Additional Standby

Remaining Additional Standby projection

5-year bond proceeds

Standby debt

Cash equity

Sources of funds for remaining standby

Page 7

I
I

4,225,000 I
1,267,500

0 I2,957,500

4,225,000

I
1,008,958

0 I
706,270

302,687

I1,008,958

I
I
I
I
I
I
I
I

,

I
I
I
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Sheet1

FINANCING DURING THE PERIOD FROM CONSTRUCTION COMPLETION TO TERM LOAN DISBURSEMENT

SOURCES AND USES OF FUNDS AT CONSTRUCTION COMPLETION

I
I
I
I
I
I

Uses of Funds

Retire 2-year bonds

Construction contingency cost funded with equity

Gross equity investment

Sources of Funds

Cash equity investment

DETERMINATION OF NET EQUITY INVESTMENT

Security deposit transaction at construction completion

Refund of construction and interconnection security deposits

Interest earned on construction period security deposits

Less operations security deposit

Funds available for distribution to JPPC

Net JPPC stockholder equity investment

Total cash equity investment

Less funds available from security deposit transaction

Net equity investment

35.825,862

1,267,500

37,093,362

37,093,362

3,000,000

217,197

2,000,000

1,217,197

37,093.362

1.217,197

35.876.166

I
I
I
I
I
I
I

FUNDS IN PLACE AFTER CONSTRUCTION COMPLETION

5-year bond proceeds

Additional standby debt proceeds

Cash equity from JPPC stockholders

Total funds in place after construction completion

LONG-TERM PROJECT FINANCING

When the 5-year bonds mature, they will be retired by JPPC via a term loan provided from the Energy Loan Fund.

SOURCES AND USES OF FUNDS AT TERM LOAN DISBURSEMENT

Uses of Funds

Retire 5-year bonds

Sources of funds

Energy Loan Fund term loan

SUMMARY OF LONG TERM FUNDING

Energy Loan Fund term loan

Additional debt financing for standby

Total JPPC stockholder equity investment

Total funds in place after term loan disbursement

ASSUMED ENERGY LOAN FUND TERMS

Amount

81,000.000

5.551.179

37,093.362

123,644,541

81,000,000

81,000,000

Amount

81,000,000

5,551,179

37.093,362

123.644.541

% of Project

Cost

65.5%

4.5%

30.0%

100.0%

% of Project

Cost

65.5%

4.5%

30.0%

100.0%

I
I
I

Energy Loan Fund terms

PageS

Interest

Rate

9.2%

Term from

financial

closing (yrs)

17

Less 5-year

bond term Amortization

(yrs) Period (Yrs)

5 12



Operating Year
Calendar Year 1994

1
lS95

2
1996

3
1997

4
1998

Jamaica Private Power Company
Project Cashflow

5 6 7 8 9 10
1999 2000 2001 2002 2003 2004

11
2005

12
2006

13
2007

14
2008

15
2009

PROJECT MODEL, Base Case, Rev 3 49

16 17 18 19 20
2010 2011 2012 2013 2014

21
2015

PRODUCTION
Umt #1 operating months
Unil #2 operating months

Dependable Capacity (kWe)
Availability

Overall capacity factor
Resulting average dispatch load factor

Net electricity generation (MWh)

1
o

61,500
83.5%
74.1%
88.8%
16,642

12
11

61,500
835%
741%
88.8%

382,766

12
12

61.500
835%
74.1%
888%

399,408

12
12

61,500
83.5%
74.1%
888%

399,408

12
12

61,500
835%
74.1%
888%

399,408

12
12

61,500
835%
741%
888%

399,408

12
12

61,500
835%
741%
888%

399,408

12
12

61,500
835%
741%
88.8%

399,408

12
12

61,500
835%
741%
888%

399,408

12
12

61,500
83.5%
741%
888%

399,408

12
12

61,500
835%
741%
888%

399,408

12
12

61,500
835%
741%
888%

399,408

12
12

61,500
835%
74.1%
88.8%

399,408

12
12

61,500
835%
74.1%
88.8%

399,408

12
12

61,500
835%
741%
88.8%

399,408

12
12

61,500
83.5%
74.1%
888%

399,408

12
12

61,500
835%
741%
888%

399,408

12
12

61,500
835%
741%
888%

399,408

12
12

61,500
83.5%
74.1%
888%

399,408

12
12

61,500
83.5%
741%
888%

399,408

12
12

61,500
83.5%
74.1%
888%

399,408
OVR

Net plant heat rate (BtulkWh) 1.iiO
Fuel consumption (kGBI (U.S.»

7,529 7,529 7,529 7,529 7,529 7,530
905 20,804 21,708 21,708 21,708 21,711

7,531 7,532 7,533 7,535 7,536 7,537 7,538 7,539 7,540 7,541 7,542 7,544 7,545 7,546 7,547
21,715 21,718 21,721 21,724 21,728 21,731 21,734 21,738 21,741 21,744 21,747 21,751 21,754 21,757 21,760

ELECTRICITY REVENUE
CAPACITY SALES

Total Dependable Capacity (kWe) 61,500 61,500 61,500 61,500 61,500 61,500 61,500 61,500 61,500 61,500 61,500 81,500 61,500 61,500 81,500 61,500 61,500 61,500 61,500 61,500 61,500

Base Dependable Capacity (kWe)
Base capacity sales rate ($IkWe-yr)

ease capacity payment (OOO's)

Additional Dependable Capacity (kWe)
Additional capacity sales rate ($IkWe.yr)

Additional capacity payment (OOO's)

Total capacity payments (OOO's)

60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000
$21.59 $21.59 $23.23 $22..08 $3259 $34.23 $33.72 $3276 $31.79 $3004 $2900 $2797 $2649 $2516 $2429 $2296 $13.05 $1141 $11.41 $11.41 $1141

648 14,895 16,724 15,900 23,468 24,644 24,279 23,588 22.,889 21,628 20,879 20,140 19,074 18,116 17,486 16,529 9,397 8,218 8,215 8,214 8,214

~ 1~ 1. i. 1. i. 1. i. 1. 1. 1. 1. i. 1. 1. i. i. i. i. i. i.
65% $14.03 $1403 $15.10 $14.35 $21.19 $22.25 $21.92 $21.29 $2066 $1953 $1885 $1818 $1722 $16.36 $1579 $1492 $8.48 $7.42 $7.42 $7.42 $7.42

11 242 272 258 381 400 395 383 372 351 339 327 310 294 284 269 153 134 133 133 133

658 15,137 16,995 16,159 23,850 25,044 24,674 23,971 -23,26f 21,980 21,218 20,467 19,384 18,411 17,770 16,798 9,549 8,351 8,348 8,348 8,348

ENERGY SALES
Net electricity generation (MWh)

Electncity energy sales rate ($IkWh)
Energy payments (OOO's)

16,642 382,766 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408 399,408
$00246 $0.0233 $00233 $0.0245 $0.0245 $00245 $00245 $00245 $0.0245 $00246 $00246 $00248 $0.0248 $00248 $00248 $0.0248 $0.0251 $0.0251 $00251 $0.0251 $0.0251

409 8,912 9,300 9,779 9,800 9,801 9,802 9,803 9,805 9,806 9,807 9,900 9,901 9,903 9,904 9,905 10,006 10,007 10,008 10,009 10,010

SUPPLEMENTAL TAR/FF PAYMENTS 13 664 632 632 632 632 632 632 632 632 632 632 632 632 632 ~2 632 632 632 632 832

OPERATING REVENUE (OOO's)
Effective power purchase rate ($IkWh)

1,080 24,714 26,927 26,569 34,281 35,477 35,108 34,406 33,697 32,417 31,657 30,999 29,917 28,945 28,305 27,335 20,187 18,990 18,988 18,989 18,990
00641 0.0628 00658 0.0649 00842 0.0872 00863 00846 00828 00796 0.0777 0.0760 00733 0.0709 00693 00669 0.0490 00460 0.0460 0.0460 00460

OPERATING EXPENSES OVR Esc
Heavy fuel ott price ($/U.S Gat) 1.00 0.0% $0 354 $0.354 $0.354 $0354 $0.354 $0354 $0 354 $0 354 $0.354 $0.354 $0 354 $0.354 $0.354 $0.354 $0.354 $0.354 $0 354 $0.354 $0354 $0.354 $0.354

Heavy fuel oil 1 00
Fuel ott transportation 1.00
Engine lubricating oil 1.00

Variabie maintenance charges 1.00
Fixed maintenance charges 1.00

Direct operating labor 1.00
Initial training expellSe

Utilities 1.00
Unit starts 1.00

Supplies and services 1.00
Administration 1.00

Operations managementlee 1.00
Energy Loan Fund fees 1.00

LC bank fees
Intenm period standby financing expenses 1.00

EqUity MIGA insurance 1.00
Site lease payments 1.00

Property tax 1.00
Insurance 1.00

Allowance for liqUIdated damages to JPS
Debt reseNe royalty payments 10 JPS

Total operating expenses (OOO's)
NET OPERATING INCOME

7/17/96, JPPC, (TM 2.23)

--

7,706
326
612

1,321
388
838

o
97
20

137
50

240
o
o
o

35
60
o

557
838

o

5,765
13,225

32

7,704
326
612

1,321
388
838

o
97
20

137
50

240
o
o
o

35
60
o

557
838

o

5,765
13,223

_.. --

7,703
326
612

1,321
388
838

o
97
20

137
50

240
o
o
o

36
60
o

557
838

o

5,765
13,223

7,702
326
612

1,321
388
838

o
97
20

137
50

240
o
o
o

40
60
o

557
839
435

5,329
13,661

-
4,552

7,701
326
612

1,321
388
838

o
97
20

137
50

240
1
o
o

38
60
o

557
959

2,291
15,635

..

7,700
326
612

1,223
388
838

o
97
20

137
50

240
10
o
o

39
60
o

557
1,687

370

12,982
14,353

7,699
326
612

1,223
388
838

o
97
20

137
50

240
18
o
o

39
60
o

557
1,784

382

13,836
14,470

-

7,697
326
612

1,223
388
838

o
97
20

137
50

240
27
o
o

40
60
o

557
1,849

394
14,555
14,390

7,696
326
612

1,223
388
838

o
97
20

137
50

240
35
o
o

42
60
o

557
1,946

406

.-
14,674
15,244

7,695
326
612

1,223
388
838

o
97
20

137
50

240
44
o
o

43
60
o

557
2,055

418

16,197
14,802

..

7,694
326
612

1,132
388
838

o
97
20

137
50

240
52
o
o

43
60
o

557
2,131

481
14,858
16,799

..

7,693
326
612

1,132
388
838

o
97
20

137
50

240
60
o
o

41
60
o

557
2,207

714
15,172
17,245

7,692
326
612

1,132
388
838

o
97
20

137
50

240
69
o
o

41
60
o

557
2,336

501

18,602
15,095

..

7,690
326
612

1,132
388
838

o
97
20

137
50

240
75
o
o

40
60
o

557
2,407

515
15,184
19,222

7,689
326
612

1,132
388
838

o
97
20

137
50

240
75
o
o

34
60
o

557
2,478

289

..
20,086
15,022

7,688
326
612

1,132
388
838

o
97
20

137
. 50
240

75
o
o

584
60
o

557
2,515

270
15,588
19,889

-

7,687
326
612

1,132
388
838

o
97
20

137
50

240
155

42
o

584
60
o

557
2,395

270
15,589
18,692

-

7,687
326
612

1,112
388
838

o
97
20

137
50

240
555
253

o
584

60
o

557
1,623

270

11,163
15,407

7,687
326
612
632
388
838

o
97
20

137
50

240
555
253

o
584

60
o

557
1,707

270
15,011
11,915

7,367
312
586
608
388
838
138

97
17

137
50

240
463
210

o
584

50
o

557
1,520

225
14,384
10,330

320
14
25
47
32
70
13

8
o

11
4

:20
o
o
o
o
o
o

46
66
o

402
677

00%
00%
0.0%
0.0%
00%
00%
00%
0.0%
00%
00%
00%
0.0%
0.0%
00%
0.0%
0.0%
00%
00%
00%

..-..-//7.-



- - .. - - .. .. - - .. .. - .. - - - - .. -Jamaica Private Power Company PROJECT MODEL, Base Case, Rev. 3 49

Project Cashflow
Operatin9 Year 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21

Calendar Year 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

DEBT SERVICE
5-YEAR BONDS

Be91nning balance 0 81,000 81,000 81,000 81,000 0 0 0 0

Energy Loan Fund take-out 0 0 0 0 81,000 0 0 0 0
Post-construction interest payments 2.91% 0 1,965 2,358 2,358 393 0 0 0 0

Letter of cred.t fees 1.50% 0 1,013 1,215 1,215 203 0 0 0 0
Ending balance 0 81,000 81,000 81,000 0 0 0 0 0

STANDBY FINANCING (Capital costs)
Beginning balance 0 0 5,551 4,890 4,097 3,304 2,511 1,718 925 132 0 0 0 0 0 0 0 0 0 0 0

Principal additions 0 5,551 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 a 0
Principal payments a 0 661 793 793 793 793 793 793 132 0 0 0 0 0 0 a a 0 a 0

Interest payments 10.50% 0 486 569 493 409 326 243 160 76 7 0 0 0 0 0 0 0 0 0 0 0

Ending balance 0 5,551 4,890 4,097 3,304 2,511 1,718 925 132 a a a a 0 0 0 0 0 a a 0

STANDBY FINANCING (Interim period)
Determination of standby requirement

Cash available for debt during bond period 402 10,554 12,185 11,432 Interim period is the period dUring operations prior to the ELF take out.
Interim pd debt service (bond+cap cost stdby) 0 3,463 4,803 4,859 NOI for operating year 4 based on the number of months

Shortfall in cash available for debt 0 0 0 0 in this year that bond Interest is bein9 paid

Advances from standby funds 0 0 0 0 Note Model assumes any accrued interest on utilized
Interest accrual on advanced funds 8.70% 0 0 0 0 standby funds is added to the opening capital cost standby loan balance.

Outstanding standby 0 a a 0 Total utilized standby funds (wI interest: a

Beginnmg standby available funds 0 0 0 0
Advances of funds for bond interest shortfall 0 0 0 0

End-of.year required standby 0 0 0 0
Allowed reduction in standby 0 a 0 0 Ending standby available funds IS set to minmum of the mibal

Ending standby available funds 0 a 0 0 standby requirement and the end-of-year remaining bond interest

Average standby outstanding balance 0 a 0 0
Interest payments on average outstandings 0 a 0 a

Amortlzabon of interim period advances
Beginning balance a a 0 0 a 0 a a 0 0 a 0 0 a a 0 a a 0 0 0

Principal additions - interest shortfall 0 0 0 a 0 0 0 a 0
Principal payments a a 0 a 0 0 0 a 0 a 0 0 a a 0 0 0 a 0 0 0
Interest payments 870% a 0 0 a 0 0 a a 0 a 0 0 0 a 0 0 0 a 0 0 a

Ending balance a 0 0 a 0 0 0 0 0 a 0 0 a a 0 a a 0 0 0 a

liP
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Jamaica Private Power Company PROJECT MODEL, Base Case, Rev. 3.49

Project Cashflow
Operating Year 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 18 17 18 19 20 21
Calendar Year 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

DEBT SERVICE (CON'T)

ENERGY LOAN FUND TERM LOAN
Beginning balance 0 0 0 0 0 75,375 68,625 61,875 55,125 48,375 41,625 34,875 28,125 21,375 14,625 7,875 1,125 0 0 0 0
Principal additions 0 0 0 0 81,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Principal payments 0 0 0 0 5,625 6,750 6,750 6,750 6,750 6,750 6,750 6,750 6,750 6,750 6,750 6,750 1,125 0 0 0 0
Interest payments 920% 0 0 0 0 6,107 6,779 6,158 5,537 4,916 4,295 3,674 3,053 2,432 1,811 1,190 569 52 0 0 0 0

Ending balance 0 0 0 0 75,375 68,625 61,875 55,125 48,375 41,625 34,875 28,125 21,375 14,625 7,875 1,125 0 0 0 0 0

TOTAL DEBT SERVICE
Bond debt service 0 2,978 3,573 3,573 596 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Standby debt service 0 486 1,230 1,286 1,202 1,119 1,036 953 869 139 0 0 0 0 0 0 0 0 0 0 0
Energy Loan Fund debt service 0 0 0 0 11,732 13,529 12,908 12,287 11,666 11,045 10,424 9,803 9,182 8,561 7,940 7,319 1,177 0 0 0 0
TOTAL DEBT SERVICE (OOO's) 0 3,463 4,803 4,859 13,529 14,648 13,944 13,240 12,536 11,184 10,424 9,803 9,182 8,561 7,940 7,319 1,177 0 0 0 0

CASH AVAILABLE FOR DEBT SERVICE
Net operating income 402 10,330 11,915 11,163 18,692 19,889 20,086 19,222 18,602 17,245 16,799 16,197 15,244 14,390 13,836 12,982 4,552 5,329 5,765 5,765 5,765

Add back debt reserve royalty to JPS 0 225 270 270 270 270 289 515 501 714 481 418 406 394 382 370 2,291 435 0 0 0
Cash avail for debt service (coverage calc) 402 10,554 12,185 11,432 18,961 20,158 20,375 19,737 19,103 17,959 17,281 16,615 15,650 14,785 14,218 13,352 6,842 5,763 5,765 5,765 5,765

DEBT COVERAGE MIN AVG
Bonddebtservice~ #N/A 3.08 341 3.20 531

All debt 1.38 1.79 #N/A 2.65 254 2.35 140 1.38 146 1.49 152 1.61 166 169 170 1.73 1.79 1.82 0.97 #N1A #N/A #N/A #N/A

)/1 7/17196, JPPC, (TM 223)

I .. .. - - - .. .. - .. - -
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SOURCES OF FINANCING
AND RISK MITIGATION

MODULE 4

-
Price Waterhouse LLP 1

Elements of Worldwide Project Financing

• Most project fmancing is "non-recourse"
- used for greenfield investments and capital expansion programs
- lenders repaid only from project cash flow
- ifproject fails, lenders may claim the project's assets, not those

of the parent company

• "Limited recourse" fmancing offers lenders some
claim on parent company's assets

• Project fmancing requires a clear delineation of risks

Price Waterhouse LLP 2
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Sources of Equity

• Local Equity
- Local investors

- Local strategic investor

- Local financial institutions

• Foreign Equity
- Foreign strategic investor/operator

- fustitutional investors

- Development banks
Price Waterhouse LLP 3

Country Risk Rankings 1993

Risk

80 r---------------------.

60

40

20

o
Nigeria Poland Pakistan Philippines India Colombia Malaysia United

States

Country

Price Waterhouse LLP 4
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Sources and Instruments ofEquity Financing

Soures of Financing IInstruments

Institutional investors (e.g., ADRs, "144A" equities, portfolio equity
pension/mutual funds, insurance) positions

Infrastructure investment funds (e.g., Strategic and portfolio equity positions
Quantum Industrial Holdings, GE
capital)

Development Banks (e.g., IFC) Direct (portfolio) equity participation;
guarantees

Employees Portfolio equity position via ESOP

Infrastructure finance conglomerates Strategic equity positions
and suppliers (e.g., GE Capital, ASB Issuing stock in their own name
Fundina Partners)

Price Waterhouse lLP 5

Sources of Debt

• Local Debt
- Commercial banks

- Development fmance institutions

• ForeignDebt
- Foreign commercial banks

- Export credit agencies

- Development banks

- Vendors/contractors

- Institutional investors
-~-

Price Waterhouse lLP 6



Sources and Instruments of Debt Financing

Sources of Financing iInstruments

! Short-term loans (up to 12 years)
Commercial Banks ICommercial paper

j Certificates of Deposit

IShort-term credit
Vendors/contractors

ILong-term bonds (e.g., 144A,
Institutional investors Isenior/subordinated)

!Long-term loans, guarantees
Development banks ILetters of credit, guarantees
Export Credit Agencies (e.g. OPIC) !

!

Price Waterhouse ILP 7

Factors Affecting Financing: Pros and Cons
ofEquity

• PROS • CONS
- equity more easily - equity is more expensive

accessible - greater risk

» 144A » equity contributors

Securities!ADRs have less mobility to

» growth of local stock
mitigate risks

markets
- strategic partners bring

technology transfer
- higher returns ~.

Price Waterhouse ILP 8
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Factors Affecting Structure of Financing: Pros and
Cons ofDebt

• PROS • CONS
-debt is cheaper source of - loan maturities typically

financing shorter than project life
• short maturities make

-lenders have priority over debt service difficult
shareholders - the 30-40 banks who

-lenders may impose risk dominate international
controls to ensure project's lending fear regional
success overexposure

Price Waterhouse LLP 9

Capital Markets -A New Source of Project
Financing

• Longer maturities/lower costs

• Less focus on "Political Risk"

• Compatible with other forms of financing

Price Waterhouse LLP 10



...
Commercial Banks

• Regulatory constraints limit ability to take on new exposure

• Preference for export oriented projects

• Political risk insurance/multi-lateral co-financing often necessary

• Aversion to "completion risk" (especially non-power)

• Underlying objective: Maximum return for no risk

Price Waterhouse LIP 11

Export Credit Agencies

• Continue to wrestle with participating in "true project
fmancing"

• Resource constraints

• Availability and costs vary from country to country

• Direct loans
• Guarantees: (i) comprehensive or (ii) political risk only

• Unwilling to accept completion risk

Price Waterhouse ILl' 12
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Multilateral Agencies

• Recent flexibility and aggressiveness

• Institutional and resource constrained

• Lengthy approval and documentation process

• IFe
- Limited to private sector projects

- A and B loan programs and equity available

- Limited to 25% ofproject costs'

- Unwilling to accept completion risk

Price Waterhouse ILP 13

Multilateral Agencies (cont.'d)

• WorldBank
- Limited to public sector projects

- emphasis on public works and environmentally friendly
projects

- can guarantee sovereign obligations to private sector projects

• IADB
- new, private sector project fmancing effort

- direct loans limited to $75 million

- emphasis on public works and environmentally frieJ:.ldly
projects

Price Waterhouse ILP 14



Role ofFinancial Advisor

• Advise clients on optimal structuring ofproject
to raise financing

• Financial analysis and development of financial
model

• Added credibility for the international financial
community

• Coordinate approaches to lenders and investors

• Act as placement agent, underwriter or lender to
a project

Price Waterhouse ILP 15
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PUTTING A PROJECT OUT
TO BID/TENDER

MODULE 5

e
Price Waterhouse LLP 1

International Competitive Bidding

• Objective: to provide all eligible prospective
bidders with timely and adequate notification
of a government's requirements and an equal
opportunity to bid for the required goods and
works.

Price Waterhouse LLP 2



Desirable Bidding Conditions

• Ample opportunity for due diligence prior to bid

• Short-listed bidders limited in number and quality

• Clearly articulated evaluation parameters

• Bid award driven equally by technical competence and
financial responsiveness

• Full disclosure ofregulatory framework (current and
planned) and existing tariff system

• Model contracts and agreements provided

• Transparency

Price Waterhouse lLP 3

Options for Bid Structure

• Prequalification

• Sole source or competitive bidding

• Technical and financial qualification
evaluated together or separately (one
envelope or two?)

Price Waterhouse lLP 4
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Proponent Pre-Qualification Analysis

• Does the proponent have the necessary
experience to do the project?

• Does the proponent fulfill the requirements of
law?

• Does the proponent fill the requirements
necessary to undertake the project?

• Does the proponent have to identify his full
team? Is the proponent alone impressive enough
to prequalify for the proposal?

Prequalification of Bidders

• usually necessary for large or complex projects

• in circumstances in which high cost of preparing
detailed bids could discourage competition
- custom-designed equipment, industrial plant,

specialized services, and constracts to be let under
turnkey, design and build or management
contracting.

Price Waterhouse ILP 5

6Price Waterhouse ILP
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Two-Stage Bidding

• first unpriced technical proposals on the
basis of a conceptual design or performance
specifications are invited
- subject to technical as well as commercial

clarifictaions and adjustments

- followed by amended bidding documents and
submission of final technical proposals

• second, a priced bid

Price Waterhouse UP 7

TYPES OF BIDDING SYSTEMS
(Based on evaluation criteria)

• TollslTariffs

• Project Cost

• Credit Enhancements/ Financial Incentives

• Time (Length of Cooperation Period)

• Revenue Sharing

-..-

Price Waterhouse UP 8
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BIDDING BASED ON TOLLS/TARIFFS

• Evaluation Criteria:
-lowest tariff/toll

• Applicability
- Facilities located in large affluent urban centers

- Facilities within major international or national
gateways

- Facilities that can secure financing on
favorable terms

Price Waterhouse LLP 9

Bidding Based on Tolls/Tariffs

• Advantages
- By focusing on user fees, promotes public interest
- Encourages cost-efficient construction
- Initial tolls reflect market forces and minimize market

distortions

• Disadvantages
- Proposed user fee may not be acceptable/affordable
- Use of parametric indexation to increase yearly tolls/tariffs

may discourage operating efficiency in long term
- Sometimes requires credit enhancements that partially

ameliorate market risks -,

Price Waterhouse LLP 10



d BIDDING BASED ON PROJECT COST

• Evaluation Criterion:

- Highest project cost that sponsor is willing to assume

- Advantages

- Can be used

» in low population density areas

» where tolls/tariffs are regulated and/or

» if user demand is not robust

» if credit enhancements are not available

• Disadvantages

- Usually requires substantial government cost sharing

- Extent of government participation in cost sharing is identified only by bidding

» Cost Sharing leads to economic distortions

Price Waterhouse LLP 11

BIDDING BASED ON CREDIT
ENHANCEMENTSIFINANCIAL INCENTIVES

• Evaluation Criterion:
- Least exposure to govenunent in the fonn ofcredit enhancements. fmancial

incentives

• Advantages
- May minimize credit enhancementsifmancial incentives government has to

provide
- Applicable if user demand is not robust or questionable or the facility is first of its

kind
- May create less economic distortions

• Disadvantages
- Difficult to compare alternate bids
- Winning bidder may fmd it difficult to raise fmancing on basis ofproposal

Price Waterhouse LLP 12
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BIDDING BASED ON TIME

• Evaluation Criterion:
- length of cooperation period

• Advantages
- May result in faster transfer of project to government

• Disadvantages
- Difficult to finance

- Mexican experience using this bidding system has not been
good

- Required government support can introduce distortions

Price Waterhouse UP 13

BIDDING BASED ON REVENUE SHARING

• Evaluation Criterion
- Highest present value ofproject revenues shared with government

• Advantages
- Maximizes revenue share ofgovernment
- hnplementing agency shares in project revenues normally after debt is

paid off
- Government share grows with demand and inflation

• Disadvantages
- Difficult to monitor and administer

Price Waterhouse UP 14



Elements ofBidding Documents

• performance targets

• model concession contract

• existing regulatory framework

• existing tariff system/adjustment mechanism

• evaluation/award methodology
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Notification and Advertisement

• Timely notification of bidding opportunities
essential

• Advertise opportunity to bid in newspapers
and international journals

Price Waterhouse UP 15
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DRAFT
(for fmal version,
see French binder)

ANATOMYOFA
CONCESSION AGREEMENT

MODULE 6

e
Price Waterhouse LLP 1

The Concession Agreement

• Objectives of a concession agreement

• Elements ofa concession agreement

• Risk mitigation

PrIce Waterhouse LLP 2



What is a Concession Agreement?

U What is a Concession Agreement?

• A means for the government (state and local) to delegate
to a private concessionaire the right to carry out and
manage a public sector services on a long-term basis.

• Right to provide public services via a contract.

• Between a public entity and a private party.

• The private party is given the task of carrying out and
managing a project.

• Represents risk for the private party.

• Remuneration by users.

Price Waterhouse UP

• The concession contract:
- incorporates reciprocal obligations in order to

achieve economic equilibrium.

- allows for the necessary stability to carry out and
manage the long-term investment.

Price Waterhouse UP
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• Operating autonomy

.Accountability of parties involved

Objectives of a Concession Agreement

6

5

• Incentive system

What is a Concession Agreement?

Price Waterhouse UP

• The concession contract results from the choice ofa
public entitity who, instead ofdirectly delivering or
managing the service, transfers the responsibilities to a
private investor.

• This type ofcontract allows the government to
maintain ownership ofassets and the investor to have
autonomy over management ofoperations.

Price Waterhouse UP
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Better accountability between parties
involved

• Procedures should be set out in contract to
include:
- points ofcontact with organization
- role ofa regulatory agency in resolving disputes
- procedures for legal resolution

• in legal resolution, should include forum selection (where
the dispute to be resolved) and choice of law (which law the
forum will use)

• For the government, conceding is not privatization. It is
only quantitative and qualitative control via a contract
that defines the specific objectives ofthe concessionaire.

• The concession allows the operator to participate in a
task ofpublic interest by assuring capital investment for
a specific length oftime. The operator has to adapt to a
changing environment and continuously deliver a
quality service.

• Government and operator share rights and obligations.
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Accountability through Dispute
Resolution

Price Waterhouse LLP

Prlce Waterhouse LLP



• Provide the concessionaire sufficient flexibility in
day-to-day management of operations.

- perfonnance targets and sanctions vs. command and
control regulation
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Operating Autonomy

Price Waterhouse UP

Incentives

• Operational incentives achieved via:
- exclusivity
- concession tennlduration
- renewal options
-tariffs

Price Walerhouse UP

':"" ..-
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Efficiency Incentives through Bonuses
and Penalties

lements of a Concession Agreement

• Bonuses may be added to the agreement to
provide incentives for excellent performance on
certain dimensions
- (e.g., timely investment, rapid improvements in

service quality, entry into new markets)

• Penalties may be used to deter poor project
perfonnance

Price Waterhouse UP

• Technical Specifications
• Period of Exclusivity
• Tariff Setting and Rebalancing
• Regulatory Framework
• Term and Renewal Options
• Buy-out Provisions
• Provisions covering risks of developing and

operating assets:

Price Waterhouse UP

11
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Technical Specifications

Period of Exclusivity
lIIIIIIIlIIIlllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllll_lIIIIIIIlIIIllllllllllllllllll_

• Ensures accountability by delineating the obligations
of the concessionaire rather than through strict
regulatory oversight.

- e.g., quality levels, meeting demand levels, investment and
maintenance requirements

- may be incorporated directly into concession contract or
standardized set of specifications may be used

- degree of specificity may vary depending on country
experience in sector and amount of competition available

• Less detailed specifications have advantages of
administrative ease and market sensitivity (e.g.,
Malaysia port)

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Price Waterhouse UP

• Provide financial incentives to concessionaire
through a monopoly on the provision of a
particular service while including appropriate
incentives that would otherwise be absent.

Price Waterhouse LLP
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• generally negotiated during concession award and
incorporated in the contract

• tariff changes may be addressed by specifying an
index which tariffs may follow or leaving changes
to discretion of a regulatory body

Tariff Setting and Rebalancing

• represent the rates charged by concessionaire to
end users

Price Waterhouse UP

Regulatory Framework

• May be explicitly incorporated into contract or
by reference to documents promulgated by a
regulatory authority

• Concession contracts can facilitate regulation
where regulatory authorities weak or non
existent

Price Waterhouse UP

IS
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Price Waterhouse ILP

Term and Renewal Options

• May have buy-out or renewal clauses structures to
reflect market structures
- (e.g., 30-year contract with periodic rebids, Argentina

electricity)

• Purchase of the project by government
• Usually resulting from "political force majeure"
• Payment amount will depend on what triggered

the buy-out
- favorable to sponsor (example: political force

majeure)
- unfavorable to sponsor (example: insurable event)

18

17Price Waterhouse ILP

• Renewal or rebid maintains competitiveness in
concession process, while still providing
mechanism for investment to be recovered.

~ Buy-Out Provision
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~..Provisions Covering Risks of Developing
and Operating Assets

• currency risks (inconvertibility, transfer,
depreciation)

• expropriation/creeping expropriation
• change of law/regulations
• permits/consents (issuance, renewals, adverse terms

and conditions)
• other political force majeure (acts of war, invasion,

revolution, insurrection, terrorism, riot, civil
commotion or sabotage)

• risks of host country legal system

• Commercial Risks
- ProjectSpecific: development, construction ofproject,

operation and maintenance ofassets, finding the
market

- Broader Economic Risks: interest rate, inflation,
currency, energy and raw materials price movements

• Non-Commercial or Policy Risks
- Project SpecifiC: expropriation, changes in regulation,

failure ofgovernment or public to meet contractual
obligations

- Political risk: change in gov't, civil disturbance

Price Waterhouse LLP

Mitigating Risks via a Concession
Agreement: Types of Risks

Price Waterhouse LLP
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Commercial Risk: Project Specific
Risk and Mitigation

rRi~k"'''''''''''''''''''''''''''''''''''\Vh~'C~;;t;~i~'''''''''T[;~'t~;;t''''''''''''''''''''''''''''''''''''''''''
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,CANfV)ISingle Purchaser '''fu;~h~~ef . "'''Tiki: ~i'payroiitra~f'

: - -- -. -- - --- -- -- .- ;- ---- - _. - ~ - --..- -_ _ --. _ -._-
~::: Sponsor Commitment :Sponsor :Performance bonds, substantive

:equity commitment

t : : 0404 .
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Commercial Risk: Economic
Environment and Miti ation

IRisk .Who Controls ' Instrument

i.!:,·cummCY/il1ii:;est rote ~i'sk'''''Partiy'gov't ~::~~~~~~~=~=:~~.

'to cover ERrisk (e.g, Mexico's

l'i~iiati;ii""'" ·.. ·· ··..·j·Partiygov't ;-I~r;h~~)i~·iiifiatiOO:kd;;; ·..· ..
i: .buying futures contracts on raw

imaterials
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IRisk :Who Controls : Instrmnent
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j. Force mcyeure . No Party :Insurance against act ofGod (e.g.,
: fire, earthquake)

Price Waterhouse LLP

Non-Commercial Risk: Project
Specific Risk and Mitigation
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~::::.·E;q;~~p~iaii~~ :Host Gov't :Expropriation insurance (e.g., OPIC);

:include a broad-based team of

................................~.d.?~e.s~~.lIrld..i~!~~!i~~~I.~~~~~~....
rc'lbligation of .Concessionaire .Perfonnance bond (e.g., to ensure!Concessionaire :non-commercial covenants met)

L : u.u ~ .

Price Waterhouse LLP

Non-Commercial Risk: Non-Project
Specific Risk and Mitigation
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CONTRAT DE CONCESSION
DE SERVICE PUBLIC

ENTRE LES SOUSSIGNES :

- la commune (Ie district, Ie syndicat) de ,
representee par ,

dfunent habilite acet effet par une deliberation du ,
en date du ,
devenue executoire Ie ,

ci-apres denomme Ie concedant

D'UNEPART
ET

-Ia societe (forme juridique de la societe),
au capital social de ,
dont Ie siege social est immatriculee au registre du commerce et des societes de
..................................... ,

IL A ETE CONVENU ET ARRETE CE QUI SUIT:

Article 1 - Objet

La presente convention a pour objet la concession par Ie concedant au concessionnaire du service public de
gestion et de distribution de I' eau potable sur Ie territoire de la commune de .

Article 2 - Definition du contrat

2.1. Le concessionnaire est charge de :

- concevoir,
- construire,
- rehabiliter,
- renover,
- agrandir,
- entretenir Ie reseau urbain de distribution d'eau potable.

et de l'exploiter ases risques et perils, conformement aux dispositions du present contrat.

2.2. Le concessionnaire est autorise apercevoir aupres des usagers un prix fixe dans les conditions ci
apres stipulees, destine fa couvrir les charges d'investissement et d'exploitation qu'il supporte.

1



2.3. Le concedant conserve Ie controle du service et doit obtenir du concessionnaire tous renseignements
necessaires aI'exercice de ses droits et obligations.

2.4. Le concessionnaire est responsable des travaux et ouvrages qu'il entreprend et de l'exploitation du
service qu'il assure, ainsi que de toutes les consequences dommageables qui pourraient en resulter,
conformement aux dispositions du present contrat.

Article 3 - Duree

La presente convention est conc1ue pour une duree de acompter du

Elle ne peut etre reconduite tacitement.

Elle peut neanmoins etre prolongee :

a) pour une duree maximale d'un an pour un motif d'interet general,

b) lorsque Ie concessionnaire a ete charge de realiser, pour la bonne execution du service ou pour etendre
son perimetre d' intervention, par Ie concedant, des investissements materiels non prevus au contrat initial
et qui ne pourraient etre amortis pendant la duree initialement prevue de la presente convention que par
une augmentation des tarifs manifestement excessive.

I. Mise adisposition

A. Perimetre

Article 4 - Perimetre du service

4.1. Le service de distribution d' eau potable est concede aI'interieur du perimetre fIxe en annexe

4.2. Le concedant est habilite, Iorsque des considerations economiques ou techniques, ou lorsque Ia
preservation de I'interet general Ie justifIent, amodifIer Ie perimetre de la presente concession.

4.3. Toute modifIcation de ce type ouvre droit aune renegociation des conditions fInancieres du present
contrat, par Ie biais d'un avenant, conformement aI'article 34 de la presente convention.

Article 5 - Terrains

5.1. Les terrains d' assiette de la concession tels que decrits en annexe , sont mis ala
disposition du concessionnaire pendant toute la duree de la concession.

5.2. La remise des terrains donne lieu aI'etablissement d'un proces verbal, situe en annexe ....... , auquel
sont joints les etats descriptifs et tous les plans necessaires pour defmir les limites et la consistance de la

2
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concession.

A compter de l'etablissement de ce procl~s-verbal, Ie concessionnaire est redevable, quel qu'en soit Ie
redevable legal, de I'ensemble des impets, taxes et redevances de toute nature yafferent.

B - Ouvrages existants

Article 6 - Ouvrages existants

6.1. L'ensemble des ouvrages et biens d'exploitation dont la liste figure en annexe est mis a
la disposition du concessionnaire.

6.2. Un inventaire des ouvrages et biens d'exploitation fixes au premier alinea du present article est etabli
contradictoirement au plus tard apres la signature de la presente convention.

6.3. eet inventaire precise notamment la situationjuridique des biens et leur etat.

Article 7 - Materiels necessaires au fonctionnement du service

7.1. Le concessionnaire rachete au concedant, des I'entree en vigueur de la presente convention, les
materiels necessaires au fonctionnement du service dont la liste figure en annexe .

7.2. A defaut d'accord amiable, ces materiels sont rachetes adire d'expert. Le concessionnaire versera Ie
montant du decompte au plus tard apres approbation du decompte par Ie concedant.

II. Realisation de la concession

A.Ouvrages

Article 8 - Description des ouvrages

8.1. Les ouvrages arealiser sont :

- La rehabilitation d'un centre de gestion des eaux usees conformement aux specifications foumies a
l'annexe .

- L I extension du reseau de distribution dans les conditions visees aI'annexe .

8.2. L'ensemble de ces ouvrages doit etre realise en conformite avec l'annexe qui contient
un descriptif, un ensemble de plans et d'esquisses, et qui sert de cadre dans lequel avant-projets et projets
d'execution sont etablis.

Article 9 - Financement des ouvrages
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9.1. Le concessionnaire assure Ie financement des depenses occasionnees par la realisation des ouvrages.

9.2. Le cout global est evalue par Ie concessionnaire a en valeur du .

9.3. La part de ces travaux dont Ie concessionnaire n'assure pas la maitrise d'ouvrage est de

9.4. Au cas ou des emprunts seraient contractes. lls devront etre totalement amortis au terme de la
presente convention.

9.5. Un plan de financement etabli par Ie concessionnaire est joint ala presente convention en annexe
..................... Il fait apparaitre en particulier Ie montant de chaque annuite fmanciere ainsi que Ie
montant et les modalites de la participation de la collectivite telle que decrite al'article 10 alinea 2 de la
presente convention.

Article 10 - Financement - participation du concMant

10.1 Le concedant garantit les emprunts souscrits par Ie concessionnaire dans les conditions suivantes
mentionnees en annexe :

10.2. Participation fmanciere

Le concedant participe au financement des ouvrages ahauteur de .

Article 11 - Approbation des plans et documents techniques

11.1. Le concessionnaire est responsable de I' etablissement des avant-projets en conformite avec Ie
planning joint en annexe .

11.2. Le concessionnaire soumet au concedant pour approbation ses avant-projets avant tout
commencement de la realisation des travaux.

B - Realisation des Ouvrages

Article 12 - Modalites d'execution des travaux

12.1 Les travaux doivent etre executes conformement aux projets approuves et dans Ie respect de toutes les
observations et directives donnees par Ie concCdant ou I' autorite chargee du contrale des travaux pour Ie
compte du concedant. designee dans un delai d'un mois acompter de la signature de la presente
convention.

12.2. L'organisation des chantiers doit permettre un contrale et une surveillance dans des conditions et
selon une frequence decidee par Ie concedant ou I'autorite qu'il a designee.

12.3. L'approbation par Ie concMant ou l'autorite qu'll a designee de tout ou partie des travaux ne limite
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en rien la responsabilite exclusive, pleine ou entiere du concessionnaire.

12.4. En particulier, toutes verifications et essais necessaires doivent etre realises par Ie concessionnaire
sous sa seule responsabilite, et il doit, ases frais, recourir en temps utile, atous les organismes, bureaux
de contrale et de certification dont les qualites et les contours de la mission doivent avoir prealablement ete
approuves par Ie concedant ou l'autorite qu'il a designee.

Article 13 - Sous-traitance des travaux

13.1. Le concessionnaire doit faire realiser les travaux par les entreprises competentes et prealablement
agreees par Ie concedant.

13.2. L'agrement du concedant porte, en particulier, sur les capacites financieres et techniques des
entreprises ainsi que sur I' adequation des clauses et conditions principales des contrats conclus entre Ie
concessionnaire et ces entreprises, et les termes de la presente convention.

13.3. Cet agrement du concedant ne limite en rien la responsabilite du concessionnaire qui
demeure seul responsable envers Ie concedant de I' ensemble des obligations resultant de la presente
convention.

13.4. Le concessionnaire est tenu personnellement responsable de tout Ie contentieux qui pourrait survenir
dans Ie cadre de cette sous-traitance.

13.5. Le sous-traitant ne peut lui-meme sous-traiter sans l'accord prealable, expres et ecrit du concedant.

Article 14· Delai

14.1. Le concessionnaire est tenu de respecter Ie planning contractuel fixe en annexe .

Ce planning tient compte des aleas administratifs et techniques raisonnablement previsibles.

14.2. En cas de non-respect de la date de commencement des travaux ou d'une des dates d'ecMance fixees
par Ie concedant, apres une mise en demeure restee infructueuse dans un delai de .
jours calendaires acompter de la delivrance de la mise en demeure par lettre recommandee avec accuse de
reception, Ie concedant a Ie droit de resilier Ie present contrat aux torts et griefs du concessionnaire, dans
les conditions prevues aI'article 50 du present contraL

14.3. Le concessionnaire s'engage amettre en service I'ouvrage :

- dans un delai de acompter du debut des travaux.

Article 15 - Imprevus, desordres, troubles

15. I Le concessionnaire ne peut elever contre Ie concedant aucune reclamation aI'occasion de I'execution
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de travaux afferents a des decouvertes, des imprevus geologiques ou autres ainsi qu'a toutes sujetions de
quelque nature que ce soit, et notamment liees a l' environnement.

15.2. Le concessionnaire ne peut elever aucune reclamation envers Ie concedant a raison des desordres ou
travaux de toute nature afferents aux voies et services publics se situant aux alentours de la concession, ou
susceptibles d' affecter son fonctionnement. II en va de meme pour les troubles de toute nature lies a des
mesures temporaires d'ordre et de police.

Article 16 - Indemnisation des tiers

16.1. Le concessionnaire assume seulla responsabilite tant envers Ie concedant qu'envers les tiers, sauf
recours de sa part contre qui de droit, a I' exception du concedant, de tous les dommages qui peuvent etre
causes par la suite de l'etude et de la realisation, ou des modifications des ouvrages.

16.2. Les indemnites et indemnisations eventuelles sont a sa charge exclusive.

Article 17 - Reception des travaux

17.1. Immediatement apres I' achevement des travaux et avant tout prononce de reception des travaux entre
Ie concessionnaire et les entreprises chargees de la realisation des travaux, Ie concessionnaire realise un
etat des lieux contradictoirement avec Ie concedant.

17.2. Dans Ie cas ou Ie concedant estime que les conditions du prononce de Ia reception des travaux entre
Ie concessionnaire et les entreprises ne sont pas reunies, Ie concessionnaires doit refuser la reception.

17.3. Apres realisation des travaux necessaires, Ie concedant et Ie concessionnaire procMent a un nouvel
etat des lieux.

Article 18 - Acceptation de I' ouvrage

18.1. L'achevement de l'ouvrage fait l'objet d'un proces-verbal d'acceptation des travaux par Ie concedant
et d'un etat des lieux contradictoirement effectue par Ie concedant et Ie concessionnaire.

18.2 Prealablement a ces operations, Ie concessionnaire fournit au concedant l'ensemble des documents de
recolement necessaires a la bonne connaissance des ouvrages.

Article 19 - Ouvrages non prevus

19.1. Le concedant, dans I'interet public, dispose a tout moment du droit d'ordonner la realisation
d'ouvrages annexes ou complementaires, ainsi que toutes modifications aux ouvrages projetes, en cours ou
existants, afin d'assurer Ie meilleur fonctionnement des installations concedees dans Ie respect de la
reglementation en vigueur.
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19.1.2. 5i ces obligation sont de nature abouleverser l'economie du contrat, les deux parties se
rapprochent afin de prendre toute mesure utile, notamment en ce qui concerne la duree du contrat et ses
conditions financieres.

19.1.3. En cas de desaccord, les dispositions de l'article 48 relatif au reglement amiable des litiges
s'appliquent.

ill - Conditions d'exploitation

Article 20 - Principes generaux

20.1. Dans Ie cadre du present contrat, Ie concessionnaire s'engage adevelopper une politique
d' exploitation du service concede conforme asa vocation definie aI' article 2 du present contrat.

20.2. L'exploitation du service se fait en conformite avec Ie programme fixe contractuellement par les
parties en annexe .. 00 •••••••••••••• ,

20.3. Le concedant dispose atout moment du droit d'imposer au concessionnaire de nouvelles obligations
ou restrictions de service au titre de la concession et de modifier les obligations qui pesent sur Ie
concessionnaire afin d' assurer Ie meilleur service.

20.4. 5i ces obligations sont de nature abouleverser l'economie du contrat, les parties se rapprochent afin
de prendre toutes mesures necessaires, notamment fmancieres.

20.5. En cas de desaccord, les dispositions de I'article 48 relatif au reglement amiable des litiges
s' appliquent.

Article 26 - Obligations du service (1)

21.1. Ouverture

21.2. Surveillance

21.3. Prescriptions techniques - normes d'exploitation

21.4. Politique de communication

21.5. Politique de tarification.

Article 22 - Continuite du service

22.1. Le concessionnaire est tenu d'assurer la continuite du service de distribution d'eau potable qui lui est
confie.
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22.2. Tout arret technique, ou pour quelque cause que ce soit, superieur a , devra etre
prevu en accord avec Ie concedant.

22.3. Le concedant devra etre informe immediatement et par ecrit de tout arret, quelle qu'en soit la cause,
superieur a , qui n'aurait pu etre prevu.

22.4. En cas d'arret du service, Ie concessionnaire pourra voir sa responsabilite recherchee dans les
conditions prevues aI'article 43 de la presente convention, sauf dans les hypotheses suivantes :

- destruction totale des ouvrages,

- arret du service dil aun manquement du delegant al'une quelconque des obligations de faire ou de ne pas
faire lui incombant au titre de la presente convention et presentant pour Ie concessionnaire un caractere de
force majeure,

- evenement exterieur, independant de la volonte du concessionnaire, imprevisible et qui rend impossible la
poursuite de I' execution du contrat.

(1) apreciser selon la nature de la concession

Article 23 - Reglement

23.1. Le concessionnaire etablit Ie projet de reglement interieur qui fixe les principales dispositions
relatives au fonctionnement du service. 11 est destine aassurer un meilleur service aux usagers.

23.2. Le reglement interieur est soumis al'approbation du concedant au moins jours
calendaires avant la mise en service.

23.3. Un reglement du service est remis achaque abonne au moment de la conclusion de son contrat
d'abonnement. II informe notamment les abonnes de la faculte qui leur est offerte de prendre connaissance
de la presente convention.

IV. Entretien

Article 24 - Entretien du materiel et des installations, reparation, refection

24.1. Tous les ouvrages, equipements, installations et materiels:

- situes dans Ie perimetre de la concession,
- necessaires ala bonne marche de I'exploitation sont entretenus en bon etat de fonctionnement et repares
par les soins du concessionnaire et ases frais.
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25.1. Les travaux de renouvellement sont a la charge du concessionnaire.

25.2.Jls comprennent notamment :

................................... ,

................................ ,

25.3. Ces travaux sont realises conformement aux dispositions du plan de renouvellement (annuel,
quinquennal, ) etabli annuellement par Ie concessionnaire et approuve par Ie
concedant. Le premier plan de renouvellement est etabli dans un delai de jours calendaires
a compter de la signature de la presente convention.

Article 26 - Execution d'office

26.1. Faute par Ie concessionnaire de pourvoir a l'entretien des ouvrages et installations du service public,
Ie concedant peut faire proceder aux frais et charges du concessionnaire aI'execution des travaux
necessaires au fonctionnement du service, apres une mise en demeure, realisee par lettre recommandee
avec accuse de reception, restee en tout ou partie infructueuse dans un delai de jours
calendaires a compter de sa reception par Ie concessionnaire.

Article 27 - Droits de controle du concessionnaire

27.1. Le concessionnaire dispose d'un droit de controle sur tous les travaux dont il n'est pas lui-meme
charge. Ce droit comporte notamment la communication des projets d'execution sur lesquels il donne son
avis.

27.2. Il aura en outre Ie droit de suivre l'execution des travaux et, en consequence, aura libre acces aux
chantiers, sans qu' il puisse en resulter une quelconque modification des obligations et responsabilites du
concessionnaire.

27.3. Au cas ou il constaterait une malfa~on ou une omission dans l'execution, susceptible de nuire au bon
fonctionnement du service public, il devra Ie signaler au concedant dans un delai de
..... , jours calendaires, par lettre recommandee avec accuse de reception.

V. Regime du personnel

Article 28 - Regime du personnel

28.1. Dans un delai de jours calendaires a compter de la date ou Ie service concede aura
commence a fonctionner avec un personnel approprie aux besoins, Ie concessionnaire devra communiquer
au concedant la convention collective applicable ainsi que la liste du personnel.
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28.2. Le concessionnaire est tenu de reprendre Ie personnel anterieurement affecte aI'exploitation.

28.3. Tous les trimestres acompter de la date ou Ie service concede aura commence afonctionner, Ie
concessionnaire communique au concedant la liste du persomlel affecte al'exploitation.

VI. Conditions financieres

Article 29 - Redevance pour occupation du domaine public

La redevance due ala collectivite par Ie concessionnaire pour occupation du domaine public du concedant
par les ouvrages de la concession est flXee selon la formule situee en annexe .

Elle evolue selon la formule situee en annexe .

Pour la premiere annee, elle est fixee a (en chiffres et en lettres).

Article 30 - Conditions financieres d' exploitation

30.1. Vne redevance destinee acouvrir les charges supportees par Ie concedant au titre notamment du
controle qu'il effectue ou fait effectuer est versee chaque annee par Ie concessionnaire aIa date du

30.2. Son caicul et son evolution sont defmis en annexe ;

30.3. Pour Ia premiere annee. elle est fixee a (en chiffres et en Iettres).

Article 31 - Remuneration du concessionnaire

La remuneration du concessionnaire est constituee par les ressources tirees de I' exploitation du service
concede et de l'ensemble des ouvrages et installations qui Ie composent.

Article 32 - Tarifs

32.1. Le concedant et Ie concessionnaire se sont accordes sur Ie fait que Ie prix de revient unitaire de la
prestation concedee est de :

- pour la categorie d'usagers .

- pour Ia categorie d'usagers .

- etc.

32.2. Des ressources correspondant aces prix de revient permettent au concessionnaire d'assurer
I'equilibre financier de la concession dans des conditions normales eu egard aux charges des differents
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postes de prestations fournies.

32.3. Ce prix de revient a ete determine selon un decompte previsionnel annexe au present contrat.

32.4. Les tarifs correspondant aux alineas precedents sont determines comme suit:

- pour la categorie d'usagers ,
- pour la categorie d'usagers ;
- etc.

Article 33 - Indexation des tarifs

33.1. Les tarifs definis aI' article 32 evolueront chaque annee ala date anniversaire de signature de la
presente convention selon la formule situee en annexe .

33.2. Le concedant doit veiller, nonobstant l'application de la formule d'indexation, ace que l'evolution
des tarifs permette d'assurer de fa90n effective l'equilibre de I'exploitation confiee au concessionnaire, en
fonction notamment de l'evolution des charges de fonctionnement et du taux de frequentation du service.

Article 34 - Revision des conditions financieres

34.1. L I ensemble des conditions fmancieres est soumis areexamen sur production par Ie concessionnaire
des justifications necessaires, notamment dans les cas suivants :

- apres annees de mise en oeuvre,

- si Ie concedant decide, pour des questions de politique generale de faire evoluer les tarifs d'une fa90n
differe'1te de celIe prevue au present contrat,

- si Ie montant des impots et redevances ala charge du concessionnaire varie de fa90n significative,

- en cas de modification notable et durable du service,

- dans tout autre cas de nature abouleverser l'economie generale du contrat.

34.2. A defaut d'accord, cette revision a lieu dans les conditions prevues aI'article 48 du present contrat
relatif au reglement amiable des litiges.

Article 35 - Regime fiscal

35.1. Tous les impots et taxes, quels qu' its soient, lies ala realisation et aI'exploitation du service, etablis
par l'Etat, Ie departement ou la commune sont ala charge du concessionnaire ; quel qu'en soit Ie redevable
legal.
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35.2. Les tarifs definis al'article 32 sont reputes tenir compte de I'ensemble de ces impots et taxes en
vigueur aI'origine du present contrat ou lors de I'application des indexations.

Article 36 - Frais d'etablissement de la presente convention

Tous les droits eventuels de timbre, d'enregistrement et de publication auxquels donnent lieu la convention
et ses suites sont ala charge du concessionnaire.

VII. Comptabilite

Article 37 - Comptes rendus

37.1. Pour permettre la verification et Ie controle du fonctionnement des conditions financieres et
techniques de la presente convention, Ie concessionnaire produit chaque annee, dans un delai de
................ acompter de la cloture de l'exercice considere, un compte rendu technique et un compte
rendu financier.

37.2. Pour permettre Ie contrOle de la qualite du service qui est confie au concessionnaire, celui-ci foumit
au concedant un rapport comportant l'ensemble des elements necessaires a l'appreciation de cette qualite et
de son evolution vis-a.-vis des annees anterieures et des estimations previsionnelles de la premiere annee.

Article 38 - Compte rendu technique

38.1. Au titre du compte rendu technique, Ie concessionnaire doit foumir pour l'annee ecoulee au moins
les indications suivantes :

-l'evolution generale de l'etat des materiels et equipements exploites,
- I'evolution de I' activite,
- les modifications eventuelles de I'organisation du service,
- les travaux d'entretien et de renouvellement,
- etc.

38.2. Des justificatifs pourront etre demandes par Ie concedant.

Article 39 - Compte rendu financier

39.1. Un compte previsionnel d'exploitation pour la duree du contrat, etabli par Ie concessionnaire et
approuve par Ie concedant, est annexe ala presente convention.

39.2. Un compte d'exploitation retra~ant l'ensemble des operations afferentes aI'execution de la mission
de service public confiee au concedant est etabli pour chaque exercice.

39.3. Ce document rappelle les conditions economiques generales de I'annee d'exploitation.
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39.4. Un compte previsionnel est etabli par Ie concessionnaire a la fin de chaque exercice pour l'exercice
suivant. Il retrace notamment l' ensemble des depenses et recettes previsionnelles. Il est soumis a
I' approbation du concMant dans Ie mois qui suit son etablissement et au plus tard jours
calendaires apres Ie debut de l'exercice concerne.

Article 40 - Comptes

40.1. Les activites de la concession font l'objet d'une comptabilite separee.

40.2. Avant Ie jour calendaire de chaque annee, Ie concessionnaire remet au concMant
dans les formes prescrites par celui-ci, Ie compte de resultat, Ie tableau de financement et l'etat du fonds
special de reserve de la concession, etablis pour l'exercice precedent.

40.3. Le concessionnaire est tenu de communiquer au concMant les pieces comptables, les registres et tous
autres documents justificatifs necessaires au contrale de I' exploitation.

40.4. Les sous-traitants autorises peuvent etre soumis aux memes obligations sur demande du concMant.

Article 41 - Amortissements et provisions

41.1 Pendant toute la duree de la concession et en application de la legislation en vigueur, Ie
concessionnaire constitue chaque annee les amortissements et les provisions necessaires pour mener a bien,
en temps utile, les travaux de gros entretien et de remise en etat indispensables aux ouvrages concMes et Ie
renouvellement de ces derniers et de tous les equipements et installation, ainsi que la reparation des
dommages subis ou causes.

41.2. Elles doivent lui permettre d'assurer dans des conditions normales l'entretien des ouvrages,
equipements et installations de telle sorte qu'a l'issue de la concession, ces ouvrages, equipements et
installations soient remis au concedant en parfait etat de fonctionnement.

Article 42 - Contrale du concMant

42.1 Le concMant a Ie droit de contraler les renseignements donnes par Ie concessionnaire tant dans les
compte-rendus que dans les comptes d'exploitation.

42.2. A cet effet, ses agents accrMites peuvent se faire presenter toutes pieces de comptabilite necessaires
a leur verification.

42.3. Ils peuvent procMer a toute verification utile, sur piece et sur place, pour s'assurer que Ie service est
exploite dans les conditions prevues a la presente convention et que les inten~ts contractuels du concMant
sont sauvegardes.

VIII. Responsabilite et assurances
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Article 43 - Responsabilite - assurances

A. Travaux et ouvrages

Le concessionnaire conserve pendant toute la duree du present contrat la responsabilite du bon achevement
et de la qualite des ouvrages et travaux realises, sans prejudice des recours contre qui de droit.

B. Exploitation

43.1. Le concessionnaire fera son affaire personnelle de tous les risques et litiges pouvant provenir du fait
de son exploitation. La responsabilite du concedant ne pourra etre recherchee a I' occasion de litiges
provenant de la gestion du concessionnaire.

43.2. Le concessionnaire sera seul responsable vis-a-vis des tiers de tous accidents, degats, dommages de
quelque nature que ce soit, causes par les equipements et materiels mis en place pour I' exploitation du
service. II lui appartient de conclure les assurances qui couvriront ces differents risques et qui
correspondent aux risques normaux de ce type d' exploitation.

43.3. En cas de sinistre, l'indemnite versee par la compagnie d'assurance est integralement affectee a la
remise en etat de l'ouvrage et de ses equipements.

43.4. Les travaux de remise en etat doivent commencer:

- au plus tot apres Ie sinistre,
- dans un delai de .00 •••••• 00 .......... a compter de la date du sinistre.

lIs font l'objet d'une reception dans les conditions prevues a l'article 17 de la presente convention.

Article 44 - Justification des assurances

44.1 Toutes les polices d'assurance devront etre communiquees au concedant.

44.2. Le concessionnaire lui adresse chaque police et avenant dans un delai de jours calendaires
a compter de leur signature, accompagnes d'une declaration des compagnies assurant qu'elles ont
effectivement dispose d'une ampliation certifiee du texte du present contrat.

IX - Sanctions

Article 45 - Sanctions pecuniaires

45.1. En cas de retard ou de non-execution de I'une quelconque des obligations mises a la charge du
concessionnaire par la presence convention, et jours calendaires apres une mise en demeure
restee infructueuse en tout ou partie, Ie concessionnaire sera redevable sur simple decision du concedant
d'une indemnisation forfaitaire egale a 00000 F par jour de persistance de l'infraction a compter
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du jour.

45.2. En cas de manquement aI'obligation d'execution continue du service public, telle que precisee
notamment aI' article 22 de la presente convention, Ie concessionnaire peut etre redevable sur simple
decision du conc6dant, sans formalite, atitre de clause penale, envers Ie conc6dant d'une indemnisation
forfaitaire egale a , multiplie par Ie nombre de jours de persistance de I'infraction.

45.3. Les dispositions du present article ne prejudicient pas de I'application des sanctions coercitives et
resolutions ci-apres defmis.

45.4. Exploitation du service:

En cas de retard dans I'entree en fonctionnement du service, d'interruption generale ou partielle du
service, de non-conformite de I'exploitation aux prescriptions techniques applicables, de non-respect des
regles de securite, de negligence dans Ie renouvellement ou I'entretien des equipements et materiels, apres
une mise en demeure restee infructueuse en tout ou partie pendant jours calendaires, Ie
concessionnaire peut etre redevable sur simple decision du conc6dant d'une indemnite forfaitaire egale a
...................... F par jour acompter de .

45.5. Production des comptes :

En cas de non-production des documents prevus aux articles 37 et suivants de la presente convention, et
................... jours calendaires apres une mise en demeure reste infructueuse, une penalite egale a
............. est appliquee.

Article 46 - Mise en regie provisoire

46.1. En cas de faute grave du concedant, et notamment si la continuite du service n'est pas assuree en
toutes circonstances, sauf en cas de force majeure, de destruction totale des ouvrages, de retard imputable
au conc6dant ou de circonstances independantes de la volonte du concessionnaire, Ie concedant peut
prendre toutes les mesures necessaires pour assurer Ie service par les moyens qu'il juge bon.

46.2. Cette mise en regie provisoire sera prec6dee d'une mise en demeure restee infructueuse dans un
delai de jours calendaires.

46.3. Le concedant peut alors prendre possession des materiels, approvisionnements, etc., et de tout Ie
materiel necessaire a l'exploitation.

Article 47 - Sanctions resolutoires

47.1 En cas de manquement grave du concessionnaire al'une quelconque des obligations souscrites dans Ie
cadre de la presente convention, presentant un caractere irreversible ou de manquement grave du
concessionnaire aI'une quelconque des obligations souscrites dans Ie cadre de la presente convention ayant
fait I'objet d'une mise en demeure de reparer dans un delai de jours calendaires et restee
infructueuse, Ie conc6dant, nonobstant la mise en oeuvre de dispositions des articles 50, 51 de la presente
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convention, a la faculte de resilier la concession aux torts et griefs du concessionnaire.

47.2. La resiliation de la concession ne fait pas obstacle aI' exercice de toutes actions civiles ou penales
contre Ie concessionnaire.

47.3. En cas de resiliation au titre du present article, les suites seront mises par Ie concedant au compte du
concessionnaire.

Article 48 - Reglement amiable des differends

48.1 Si un differend survient entre Ie concessionnaire et Ie concedant, Ie concessionnaire expose dans un
memoire les motifs du differend et toutes les consequences de nature administrative, technique et/ou
financiere qui en resultent selon lui. Ce memoire est transmis par lettre recommandee avec accuse de
reception au concedant. Dans tous les cas et nonobstant I'existence de ce differend, Ie concessionnaire doit
executer fidelement les directives emanant du concedant ou relevant de la presente convention.

48.2. Le concedant notifie au concessionnaire sa proposition pour Ie reglement du differend dans un delai
de jours calendaires acompter de la date de reception du memoire.

48.3. L'absence de proposition de concedant dans ce delai equivaut a un rejet de la demande du
concessionnaire.

48.4. Dans Ie cas ou Ie concessionnaire ne s'estime pas satisfait de la decision du concedant, iI doit dans un
delai de jours calendaires a compter de cette decision, qu'elle soit implicite ou explicite,
saisir du differend une commission de conciliation composee de trois personnes.

48.5. A cet effet, Ie concessionnaire et Ie concedant disposent d'un delai de ........jours calendaires pour
nommer chacun un conciliateur. A dCfaut de nomination dans ce delai, Ie ou les conciliateurs sont nommes
par Ie President du tribunal territorialement competent ala requete de la partie la plus diligente. Les deux
conciliateurs ainsi nommes designent d'un commun accord dans un delai de jours
calendaires Ie president de la commission de conciliation. A defaut d'entente dans ce delai, Ie president de
la commission de consiliation est nomme par Ie President du tribunal territorialement competent.

48.6. La commission une fois constituee dispose d'un delai de pour

48.7. Dans Ie cas ou dans un delai de , cette proposition ne rencontrerait pas
l'assentiment des parties ou dans Ie cas ou, dans ce meme delai, la commission de conciliation ne ferait pas
de proposition, Ie differend serait alors soumis au tribunal administratif territorialement competent ala
requete de la partie la plus diligente.

x -Fin de contrat

Article 49 - Intuitu personae

49.1 La presente convention ayant ete conclue en consideration des qualites et capacites des actionnaires
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majoritaires de la societe, toute modification de la repartition du capital de la societe ayant pour effet direct
ou indirect de faire perdre Ie controle de la societe par un ou plusieurs desdits actionnaires est subordonnee
a l'accord prealable de la collectivite.

49.2. Toute cession partielle ou totale de la concession, a quelque titre ou sous quelque modalite que ce
soit, ne peut intervenir qu'apres un accord prealable, expres et ecrit du concedant.

49.3. Le non-respect des dispositions des alineas 1 et 2 du present article entraine de plein droit la
resiliation de la presente convention dans les conditions prevues a l'article 47.

Article 50 - Resiliation pour motif d' interet general

50.1. Pour la preservation de l'interet general,le concedant peut mettre fin de falton anticipee a la presente
convention. Il en informe Ie concessionnaire par lettre recommandee avec accuse de reception. La
concession prend fin a compter de la notification de la resiliation dument motivee.

50.2. Les biens et equipements d'exploitation font l'objet d'un retour immediat au concedant, dans les
conditions de I' article 53, sous reserve des paragraphes 3 et 4 du present article.

50.3. Toutefois, Ie concessionnaire pourra obtenir une indemnite compensatrice egale a la valeur des
travaux realises et non amortie.

50.4. Les materiels et mobiliers mis en place par Ie concessionnaire et necessaires a l'exploitation seront
rachetes par Ie concedant, pour un montant evalue a I' amiable ou a defaut d'accord, a dire d' expert.

Article 51 - Rachat

51.1 Le present contrat peut etre resilie a compter de la annee contractuelle, dans
I'hypothese ou les necessites d'adaptation du service rendraient Ie maintien du contrat incompatible avec
l'interet du service public et ce jours apres une notification adressee par lettre recommandee
avec accuse de reception au concessionnaire.

51.2. Le concessionnaire peut alors pretendre a une indemnite egale al
:

- une somme egale a la valeur des investissements realises et finances par Ie concessionnaire, deduction
faite des subventions reltues et affectees aces investissements et des amortissements et des provisions pour
depreciations deja realises et figurant au bilan.

- une somme egale a :

a) la valeur actualisee des annuite calculees selon la formule mentionnee en annexe 0 •• 0.0. o ••••

b) la moyenne annuelle arithmetique du benefice fiscal realise au titre des annees precedentes, multipliee
par Ie nombre d' annees restant a courir.
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Cette somme est payable par fraction si la duree du paiement depasse annees.

- une somme couvrant la valeur des objets mobiliers acquis par Ie concessionnaire et necessaire pour Ie
fonctionnement du service public et la valeur des approvisionnements en stock ou en cours de livraison,
evaluee a l'amiable ou adefaut adire d'expert.

1. Le present article devra etre adapte achaque hypothese

Article 52 - Domicile

52.1. Pour I'execution de la presente convention et de ses suites, les parties font election de domicile a
l'adresse indiquee en tete des presentes.

Article 53 - Reprise en fin d'exploitation

53.1. Le concMant, aI'expiration de la duree normale de la concession, entre immediatement en
possession des biens de retour - ouvrages, equipement, installation et materiels qui font partie de la
concession telle qu' elle est defmie aux articles 2 et 3 de la presente convention.

53.2. Le concMant a la faculte de racheter au concessionnaire les biens necessaires aI'exploitation,
finances par Ie concessionnaire mais ne faisant pas partie de la concession. La valeur de ces biens sera
fixee al'amiable ou, adefaut, adire d'expert, et payee au concessionnaire dans un delai de jours
calendaires acompter de l'expiration de la presente convention.

53.3. Tous les autres biens, non vises aux alineas precedents, qui ne sont pas strictement necessaires it
I'exploitation, pourront etre rachetes par Ie concedant apres accord des parties.

La valeur des biens sera flXee aI'amiable ou, adefaut, adire d'expert, et payee au concessionnaire dans
un delai de jours calendaires acompter de I' expiration de la presente convention.

Article 54 - Continuite du service en fm de contrat

Pendant les avant I' expiration de la presente convention, Ie concedant a la faculte de prendre
toutes les mesures utiles pour assurer la continuite du service en fin de contrat, en reduisant au maximum
la gene ainsi occasionnee pour Ie concessionnaire.

Fait a .
Le .
En exemplaires
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REGULATION

MODULE 7

e
Price Waterhouse LLP 1

Why Regulation and Competition Go
Hand-in-Hand with PPI

• Defines operating rules

• Provides government control without
financial obligations

• Provides investors with assurances that
prices can be adjusted

• Defines tradeoffs between social and
commercial objectives.

Price Waterhouse LLP 2



Relationship Between Regulations and
Competition

• Regulation where necessary, competition
where possible and desireable

• Regulation as a surrogate for competition

• Regulation for competition

Price Waterhouse lLP 3

Relationship Between Regulation and..J Compeititon

• Regulation benefits • Competition is
from competition affected by regulation
- cost-effective pricing - pro-active regulatory

- incentives to reduce strategies

costs - restructuring

- stranded-asset effect - role in changing rules
eliminated of game

Price Waterhouse UP 4

I
I
I
I
I
I
I
I
I
I
I
I
I

//,1



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Competition Issues

• incumbency advantages

• competitive model in background

Price Waterhouse I.LP 5

Relationship With Privatization

• long-term value dependent on regulation
form

• regulatory credibility maximizes sale value

• desire for large sale proceeds can lead to
inefficient regulatory outcome

........ .,

Price Waterhouse UP 6



Regulatory Institutions and Commitment

• transparent implementation policy
- independent vs. government ministry

• regulatory provides "credible commitment"
to both private sector and the public

Price Waterhouse UP 7

!d Overview

Institutional capacity

/
Fonn of private-

sector involvement

~
Regulatory function Costs and benefits of De~i1 of agency

~ regulation ~ design

Price Waterhouse UP 8
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Costs of Regulation

• direct costs of regulatory body

• company costs

• costs of regulatory failure: gold-plating,
inefficiency, barriers to entry

Price Waterhouse UP 9

Independence

• pre-specified criteria for appointment

• fixed term ofoffice

• avoidance ofconflicts of interest

• clear mandate

• financial independence from government budget

Price Waterhouse UP 10



L Accountability and Performance Monitoring

• regulatory mandate - clear goals

• reporting and transparency ofdecisions

• judicial review

• appointment procedures

...... trade-of/between accountability and efficiency

Price Waterhouse UP 11

Individual Versus Commission

• In favor of individual • In favor of commission
- direct accountability - avoids personality dominance

- rapid decision-making - reduces potential for
corruption

- greater predictability
- reduces potential for political

interference or regulatory
capture

- range of players brought to
bear

Price Waterhouse UP 12
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Single Sector Versus Multi-Sector

• In favor of single • In favor of multi-sector
sector - economies ofscale

- sector specific - economies ofscope

expertise - reduced risk of

- sector-specific regulatory capture

institutional - promotes regulatory

structure consistency

- sequencing of
privatization

Price Waterhouse ILP 13

Centralization Vs. Decentralization

• In favor of • In favor of centralization
decentralization - ability to deal with inter-

- regulation adapted to regional and international
meet local conditions issues

- brings regulation - economies of scale in
closer to users, i.e., regulatory capacity and
strengthening administration
responsiveness and - transaction and coordination
accountability benefits

'.

Price Waterhouse ILP 14
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L Arbitration

• legal mechanisms

• appellate bodies

• international arbitration

Price Waterhouse ILP 15

o Check-list for Institution Design

• What are the institutional endowments ofthe country?

• How much flexibility can be built into the regulatory
mechanism?

• What is the form ofprivate-sector participation and the
degree ofcentralization?

• What attitude is taken to regulatory design issues:
tradeoffs regarding individual versus commission;
multi-sector or single?

• Detail issues: funding, accountability, appeal
mechanisms, stakeholder involvement

Price Waterhouse ILP 16
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STRATEGIES SECTORIELLES POUR PSPI
AU MAROC

Module 8

Les analyses sectorielles presentees dans ce module sont tirees
de l'etude de la Banque Mondiale, Royaume du Maroc:
Participation du Secteur Prive dans les Infrastructures,

Division du Developpement du Secteur Prive, des Finances, et
de 1'Infrastructure, Departement Maghreb et Iran, Bureau

Regional Moyen-Orient et Afrique du Nord, Decembre 1995.

Price Waterhouse LLP 1

Deft strategic pour Ie Maroc: faire face aux
faiblesses de ['infrastructure

• Renforcer la capacite concurrentielle de
I'economie maroccaine

• Rehausser les avantages comparatifs du pays aux
yeux des investisseurs etrangers

• Ameliorer la couverture et la qualite des services
essentiels afin de satisfaire les besoins de la
population

Price Waterhouse LLP 2



L'etat de l' infrastructure au Maroc

• Diminution de depenses de l'Etat en matiere
d'infrastructure de plus de 3% par an depuis 1991

• Besoin de financement d'entre 7% a 8% pour assurer
un scenario de croissance acceleree

• Renouvellement, entretien, et developpement
insuffisants des grandes infrastructures modemes

• Faible couverture en services municipaux

Price Waterhouse UP 3

fI!lIlIIIlIIliIlII Benefices de l'introduction de la participation privee
dans l' infrastructure

• Apport des financements necessaires (plus de DH 250 milliard
pour la periode 1995-2005)

• Limiter les subventions (alleger les charges sur les budgets
nationaux et municipaux)

• Choix de meilleurs technologies

• Gains de productivite d'exploitation

• PriviIegier la concurrence et I'ouverture intersectorielle

I
I
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Strategies sectorielles pour PSPI

1. Le Secteur Transport

- Autoroutes

- Aeroports

- Secteur ferroviaire

- Secteur portuaire

2. Les Services Municipaux

- Distribution de l'eau et l'assainissement

- Distribution de I'electricite

- Transports urbains

Price Waterhouse lLP 5

Autoroutes - dispositif

• Les routes interurbaines transportent plus de 90% du trafic passagers
intervilles, et 75% du trafic du marchandises hors phosphates

• Densite routiere (1162 Ian routes revetues par million d'habitants)
inferieure ad'autres pays du Maghreb

• Gestion des autoroutes confiee ala Societe des Autoroutes du Maroc
(ADM)

• Financement assure a70% par les bailleurs de fonds, 20% par l'Etat,
et 10% par ADM par moyen de peages (l00 Ian d'autoroute entre
Casablanca etKenitra)

Price Waterhouse lLP 6
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r Autoroutes - options pour PSPI

• Separer les reponsabilites reglementaires, a
devoluer aI'administration routiere, des
responsabilit6s d'exploitation

• ADM pourrait demeurer I'operateur unique, avec
ouverture de son capital au prive

• Mise en concession aux operateurs prives de
certains tron~ons rentables, par exemple:
Casablanca-Settat

Price Waterhouse UP 7

Autoroutes -
fonnules envisageables pour PSPI

• Liberaliser Ie marche, introduissant la concurrence entre
ADM et un operateur prive

• Developper une competence de regulation autonome

• Faible elasticite du trafic permet une strategie de
relevement progressif des tarifs vers un tarif optimum en
terme de revenues

• Reduire les subventions au secteur creant, par exemple, un
fonds autoroutier, capitalise par les droits de concession

Price Waterhouse UP 8
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Aeroports - dispositif

• Aeroports cornmerciaux sont places sous Ie contrale de
l'Office National des Aeroports (ONDA), qui detient Ie
monopole sur leur developpement, exploitation, et
administration

• La position financiere de l'ONDA est faible: deficitaire en
1994 de DR 124,6 millions, pour un chiffre d'affaires total
de DR 646,6 millions

• L'intervention actuelle du secteur prive dans la prestation
des services aeroportuaires est minimale

Price Waterhouse LLP 9

Aeroports - options pour PSPI

• Sous-traiter certaines fonctions secondaires

• Creer une societe d'exploitation d'un ou de
plusieurs aeroports, invitant des entreprises prives
d'acquerir une participation au capital

• Conceder la gestion de l'aeroport entier, ou d'un
terminal, aun operateur prive dans Ie cadre d'un
contrat de concession

,

Price Waterhouse LLP 10



Aeroports -
formules envisageables pour PSPI

• Redefinir Ie role de l'ONDA vers les fonctions de controle et de
coordination

• Regionaliser la gestion des aeroports, laissant achaque aeroport
l'autonomie de gestionjournaliere

• Autoriser la plus grande concurrence entre aeroports, evoluant vers
I'octroi de concessions de service

• Confier au prive, par contrat de sous-traitance, l'entretien des
batiments, la gestion des parkings, les transports, la restauration, etc.

Price Waterhouse UP 11

J Secteur ferroviaire - dispositif

• Reseau ferroviaire d'environ 1900 km

• Le sous-secteur est gere par un etablissement public acaractere industriel
et commercial, 1'ONCF

• Concurrence accrue de la part des transports routiers sur Ie marche des
transports de marchandises et de voyagers

• Gestion financiere desequilibree de l'ONCF: deficit cummu1e (1980-
1994) depassant DR 4 milliards

• Besoin de financement pour renouveller et moderniser les infrastructures

Price Waterhouse UP 12
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Secteur ferroviaire 
options pour PSPI

• Transfer au secteur prive des activites de support

• Association avec Ie secteur prive pour I'exploitation des
services specialises

• Separer Ia gestion des infrastructures-- assuree par une
entreprise publique-- de Ia gestion des services de
transport, assuree par des entreprises prives

Price Waterhouse 1LP 13

Secteur ferroviaire -
fonnules envisageables pourPSPI

• L'Etat conserve la propriete des infrastructures

• Mise en concession de l'activite ferroviaire-- exploitee par
Ie concessionnaire it titre d'activite commerciale

• Sous-traitance de l'entretien des infrastructures et du
materiel

• Transfer au prive des activites non-ferroviaires (telle
I'activite hotelic.~re)

Price Waterhouse 1LP 14
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• Recentrage du role de I'ODEP sur les missions de puissance publique
et les investissements ayant nature de bien collectif

Price Waterhouse UP

• Manque de sensibilite aux les besoins d'usagers
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Secteur portuaire - options pour PSPI

Price Waterhouse UP

• Contrat de gestion des equipements signe avec un operateur prive

• Concession de travail et d'exploitation octroyee a une entreprise
privee (locale ou internationale)

• Location des magasins et des terres-pleins aux usagers des ports

• Prestation des services rencherie aau moins 25% grace ala politique
tarifaire monopolistique

• Productivite portuaire largement inferieureala plupart des grands
ports

• Gestion et exploition du domaine portuaire exercees sous un
monopole public confie aI'ODEP

• 95% du commerce exterieur du Maroc transite par les ports

Secteur portuaire - dispositif
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Secteur portuaire -fonnules envisageables
pour PSPI

• Demembrer l'integration horizontale et verticale de l'ODEP

• Demonopoliser la manutention, Ie gardiennage, les terminaux
specialises, etc.

• Ceder certains services marchands, parvente ou location
d'equipements, organisee par appels d'offres

• Preparer des contrats de concession pour les investissements

Price Waterhouse LLP 17

Distribution de l'eau et l'assainissement
- dispositif

• Responsibilite pour la distribution de I'eau et I'assainisement
dans les grands centres confiee aux regies publiques

• ONEP reste Ie seu) producteur d'eau

• En fonction de la politique tarifaire, les regies ne couvrent pas
leurs couts marginaux

• Nouveaux investissements requis pour rehabiliter et etendre les
reseaux actuels- plus de 500 millions de dollars pour Ie secteur
de reau, et 1,4 milliard de dollars pour l'assainissement

Price Waterhouse ILP 18



• Contrats de concession alongue duree, confiant au
concessionaire les fonctions d'exploitation du systeme, ainsi que
I'investissement et Ie developpement du reseau -.

Distribution de l'eau et l'assainissement -
dispositif (suite)

• 56% de la population a l'acces a l'eau salubre (1990-91),
ala tralne d'autre pays a revenu moyen: la Tunisie (70%),
la Malaysie (78%), Ie Chile (86%), etc.

• Les taux de pertes d'eau, aujourd'hui a l'ordre de 35%,
performance inferieure a la moyenne internationale

• Services d'assainissement tres insuffisants dans
nombreux quartiers urbains, avec des impacts negatifs sur
la sante et Ie developpement touristique

Price Waterhouse LLP 19

Distribution de l'eau et
l'assainissement - options pour PSPI

• Transfonnation des regies en societes autonomes

• Sous-traitance des services annexes ades entrepreneurs
independants

• Contrats d'affennage, confiant I'exploitation et l'entretien du
systeme ades entites privees

Price Waterhouse LLP 20
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Distribution de l'eau et l'assainissement -
formules envisageables pour PSPI

• Demonopoliser Ie secteur en laissant a l'ONEP la fonction de
production d'eau

• Sous-traiter d'avantage pour I'exercise des fonctions annexes:
grosses reparations, entretien, releve des compteurs, etc.

• Negocier des concessions en matiere de distribution d'eau et
d'assainissement

• Liquidation des regies la ou les operateurs prives sont selectionnes

• Desserte des zones ruraIes par des entrepreneurs prives

Price Waterhouse LLP 21

Distribution de l'electricite - dispositif

• 10 regies assurent la distribution d'electricite, alimentee en electricite
par l'Office National de l'Electricite (ONE)

• Taux d'electrification global (55%) inferieur a d'autre pays arevenu
moyen

• Production electrique aete ouverte en 1994 a I'intervention des
producteurs independants

• Investissements requisjusqu'a l'an 2000 pourrait atteindre pres de
SUS 2,5 milliards

Price Waterhouse LLP 22



Distribution de l'electricite - options pour PSPI

• Transformer les regies en societes autonomes

• Liberaliser la distribution electrique, permettant
l'introduction de la concurrence entre operateurs prives
et, eventuellement, entre ces operateurs prives et
l'ancien monopole public

• Etablir des contrats de concession de la distribution
d'electricite (e.g., l'experience en cours it Casablanca)

• Mise en place d'un cadre reglementaire: niveau des
tarifs, normes it respecter, etc.

Price Waterhouse LLP 23

Distribution de l'electricite - fonnules envisageables
.pour PSPI

• Mise en place d'un organe reglementaire autonome dote de
pouvoirs decisionnels

• Fixer les tarifs it un niveau afin d'assurer la rentabilite des
investissements

• Demembrer ou filialiser l'ONE en plusieurs societes
distinctes-- Ie capital souscrit en partie par des partenaires
prives

• Auto ou co-producteurs devraient etre autorises it alimenter
directement les regies et certains gros consommateurs

Price Waterhouse LLP 24
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Transports urbains - dispositif

• Les compagnies d'autobus municipal (les regies) assurent
Ie service public de base

• L'ouverture au prive en 1984: aujourd'hui 50 concessions
prives couvrent environ 80% des besoins de service de
transports urbains (offiant les services de premiere classe)

• A cause de subventions de l'Etat insuffisantes, et la faillite
des municipalities, Ie parc des autobus publics n'a pas pu
etre renouvele et les services publics deteriorent

Price Waterhouse LLP 25

Transports urbains - options pour PSPI

• Renforcement de la regulation (politique tarifaire, criteres
de selection des concessionnaires, etc.)

• Introduire la concurrence dans Ie transport de masse

• Rationaliser la productivite des regies par la definition des
contrat-plans

• Transfer total des services au secteur prive

Price Waterhouse LLP 26



Transports urbains -
formules envisageables pour PSPI

• Developpement des organes locaux de regulation (au
niveau des collectivites locales)

• Liquidation des regies defaillantes

• Transformation des regies viables en societes autonomes

• Permettre aux entreprises prives d'exploiter certains lignes
actuellement reserves pour les regies, incorporant une
formule pratique de subvention

Price Waterhouse UP 27
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MEXICO--TOLUCA TOLL ROADS PROJECT

Introduction1

In the winter of 1991, three project finance associates at Lehman Brothers International in London
prepared an internal business proposal for their meeting the next day with Nancy Tuffnel, Vice
President of Lehman's Infrastructure Finance Group2. Ms. Tuffnel had been contacted weeks earlier by
Grupo Tribasa, the owner-operator of Mexico's Toluca toll road, about the possibility of Lehman
raising long-term debt to refinance the Toluca road's short term obligations, as well as the cost of the
concession's extension.

Ms. Tuffnel believed that the opportunity to become the first international investment bank to
underwrite financing for Mexico's toll roads provided Lehman with a chance to leapfrog competitors
already active in Mexico, including: JP Morgan, CS First Boston, and Goldman Sachs. In addition,
Ms. Tuffnel believed that because the construction phase of the Toluca project was completed, risks for
long-term financing would be mitigated.

Nonetheless, the private toll roads sector in Mexico was burdened by inefficiencies and lower than
expected returns. Ms. Tuffnel figured that if the group were to proceed with the underwriting, the
environment for a successful issue must first be in place. She wanted to understand better the factors
affecting the entire sector's financial and operating environment since the Toluca toll road represented
only one of several private toll concessions for Government of Mexico (GoM). Her analysis of the
sector's performance to date, as well as the conditions which led to the need to refinance the Toluca
toll road, would help her decide whether to proceed with the deal. She began by tracing the evolution
of the Toluca road and the sector at large.

Rationale for Private Sector Participation in the Economy

The rapid expansion of the public sector combined with the collapse of oil prices in the early 1980s
adversely affected the Mexican economy, and led to dramatic reversal of government policies. With the
economy experiencing negative growth rates in 1982 and 1983, government budget deficits grew to as
much as 16% ofGDP, and the financing of these deficits produced severe inflation. In response,

IThis case study was developed by Price Waterhouse LLP and is meant to serve as a basis for class discussion
rather than to illustrate either effective or ineffective handling of a business scenario. The authors of the case wish
to thank the World Bank's PPI Group for obtaining information necessary to write the case. Sources for this case
include: World Bank reports; selected issues of Public Works Financing; and discussions with World Bank
officials. Further use of the case is prohibited without permission from Price Waterhouse LLP.

2Names and positions have been fictionalized for the purpose of case writing

Price Waterhouse LLP
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President Miguel de la Madrid launched a program to shrink Mexico's public sector by selling or
liquidating loss making state owned enterprises. His successor, President Carlos Salinas de Gortari,
expanded and accelerated the program.

The Beginnings of Private Sector Participation in Toll Roads

The GoM began to build and operate toll roads in the 1950s. By 1970, Mexico had approximately
1,000 kilometers of public toll roads. As part of a massive public investment program over the next
ten years, almost 3,000 kilometers of untolled four-lane divided highways opened to supplement the
1,000 kilometer toll network.

In line with the private sector initiatives in other parts of the economy, the de la Madrid administration
granted two experimental road concessions totalling 215 kilometers. This initiative proved to be the
beginning of the GoM's extensive toll roads construction and expansion plan to alleviate the public
sector's financial burden resulting from increased highway traffic, road maintenance requirements, and
foreign debts assumed during the public expansions of the 1970s. Furthermore, road building
strengthened both long term economic prospects(through more efficient travel) and short term growth
(through stimulation of construction industry).

Upon assuming office in 1989, the Salinas administration built upon the private sector initiatives of the
previous administration. Mr. Salinas launched a new program to build 4,000 kilometers of new toll
roads and seven new international toll bridges as private concessions before the end of his
administration in 1994. Analysts estimated the project's costs at approximately $5 billion. This amount
was triple the rate of new highway investment over that of the preceding few years.

The Toluca Toll Road

Completed in 1990, the Toluca toll road is a six-lane, thirteen-mile highway connecting Mexico City
with the industrial city of Toluca. In 1989, the Secretariat for Communications and Transport (SCT),
the implementation agency for the toll roads concession program, granted Grupo Tribasa a twenty
eight month concession to build and operate the road. However, traffic levels subsequently fell below
those initially projected and SCT offered to resell Tribasa an extended concession expiring in 2002.
The SCT even agreed to extend the concession beyond 2002 if traffic levels did not meet the levels
pre-established in the renewal concession. In 1992, at the end of the first concession, current daily
traffic approached little more than 70% of the concession's guaranteed level (19,000/26,000 cars p.d.)
or 38% of capacity (19,000/50,000 cars p.d.).3

Grupo Tribasa had intended to maintain its role as builder and operator. However, the financial
obligations associated with its short-term debt ($105.1 million in construction costs) and the concession

3 At the time of the concession renewal, the Toluca toll was more than $ .20 per lan. The average concession
toll rate at the time was $ .17 per lan. These rates greatly exceeded those of Mexico's public toll roads ($ .02 per
km) and those of the United States ($ .018 per lan for the NJ Turnpike).

Price Waterhouse LLP
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renewal prompted the company to seek long-term external assistance, this time from an international
investment bank.

The following table illustrates Tribasa's intended use of the proceeds for the Toluca Toll Road bond
issue:

~~~~",;, ..•..;i',' :fi::.
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Refinance initial loan 105.1

SCT payment for concession extension 102.7

Offshore Contingency Account (ER and 18.7
convertibility)

Beginning operating cash .8

Renewal and Replacement Fund .3

Fees and expenses for financing 11.9

Net to developers (includes escrow account for 73.2
cross-subsidies)

Total Uses 312.7
Source: Hamtlton, RabmoVltz & Alschuler, Inc.

Issues Affecting Private Participation in the Toll Roads Sector

Three principal issues seemed to explain both Toluca's need for refinancing and the overall status of
the sector:

(i) Cost and Traffic Projections

According to both GoM and the concessionaires, a rushed bidding and bid-evaluation process often
produced inaccurate traffic and revenue forecasts. In many cases, engineers had not yet completed road
designs when the projects were put out to bid. As a result, local communities often pressured
construction companies to make last minute modifications which were not accounted for in the initial
business projections. Construction companies also had incentive to pad their construction bills so as to
reduce the real equity they contributed. Furthermore, they often expected to be able to renegotiate the

Price Waterhouse LLP
3



concession terms with SCT in the event of cost overruns.4 Although they were responsible for the first
15% of the overrun, overruns exceeding 15% were grounds for requesting an extension.

Throughout the sector, toll road use was price elastic. If a parallel untolled road were available, such
as Route 15 along the Toluca toll road, most Mexicans opted for the inconvenience of a heavily
travelled road rather than pay a toll which often exceeded their daily income. For fifteen projects for
which data were obtained, the average ratio of observed to guaranteed traffic was 67%. Trucks also
had particularly low traffic figures, largely because of the disproportionately high tolls charged. The
average, sector-wide internal rate of return of toll roads projects was 2 % (instead of 26 % based on
original cost and traffic estimates).

(ii) Concession Period

The sector's high tolls mentioned above resulted primarily from the short concession periods awarded.
The average duration of the first twenty-two private awards was only eleven years and ten months. The
length of proposed concession became the single most important criterion upon which the concession
award was based: the shorter the period, the better the chances of award. Once the award was made,
GoM used the concession extensions as a trump card, in order to compensate the operator for lower
than expected traffic flow or cost over-runs. Though some operators perceived this as a palliative,
others believed that the contract extension did not alleviate their working capital or cashflow shortages.
Grupo Tribasa remained somewhere in between, hoping to raise long term financing for their renewed
Toluca concession as well as other toll road projects. At the time of Toluca's initial financing, the
short concession was the only realistic alternative given the reluctance of international investors to bear
the risk of a long-term toll concession and the absence of long-term capital in Mexico's financial
markets.

(iii) Financial Markets

The availability of long-term financing (domestic and international) frequently did not match the capital
investment needs of the toll-road concession. Initially, only short-term loans were available, primarily
from nationalized banks which were pressured by the government to assume large risks. For the
Toluca road, a consortium of local commercial banks extended loans with a four year maturity. At the
end of the first Toluca concession, commercial banks had more than $105 million worth of loans
outstanding to Tribasa.

Subsequently, as roads began to develop a reliable traffic base after the start-up and construction
phases of the project, a few investment banks sold domestic medium-term securities of the operating
company, secured by a claim against toll road revenues. However, this tended to be the exception, and
long-term financing remained scarce.

4Por example, the Tampico bypass and the 162 mile Cuernavaca-Acapulco highway, two major concession
projects, exceeded their budgets by 51 % and 200%, respectively.
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Nevertheless, the Mexican government attempted to attract foreign capital due to the fear that further
toll road investments financed with domestic savings might increase domestic interest rates and
displace useful private investment. In 1992, it seemed the Salinas administration would consider
issuing convertibility and exchange rate guarantees for second stage financing (i. e., long-term after the
construction and start-up phases) in order to make debt more attractive to foreign investors. Despite
these intentions, foreign investors had hitherto remained apprehensive about the major financial market
risk factors in Mexico: currency riskS, interest rate risk, and market liquidity risk.

Ms. Tuffnel considered other reasons why international financiers had not previously been involved,
they included: (i) many commercial banks still suffered the effects non-performing loan portfolios
resulting from the debt crisis of the 1980s and (ii) the US market was full of high-yield corporate deals
which offered investors an alternative to high-yield Mexican securities at lower risks.

Lehman's Decision

Although the team projected the ratio of revenue to debt at a mere 1.25 (the minimal requirement for a
comparable project in the US), Ms. Tuffnel believed that the project was an acceptable risk. Her
decision was supported by an independent consultant study, prepared by URS Consultants, which
estimated a 3% reduction in traffic for every 10% increase in toll rates. The study also estimated
growth in traffic volume between 2.4% and 14% and inflation in tolls between 10% and 13 %. When
combined, these estimates produced revenue gains of between 15% and 25% annually from 1993 to
2005. The growth and revenue projections by URS were based on two assumptions. The first was that
traffic would dramatically increase on the Toluca road as a result of the completion of the Guadalajara
Mexico City toll road in 1995. The second assumption was that inadequate road maintenance on
parallel Route 15 would also increase traffic levels on the toll road. However, Ms. Tuffnel was aware
that the consultants t estimates might be optimistic given that the historical rate of traffic growth on
Route 15 from 1980-89 was only 1.5% a year.

In any case, the competitive advantage presented by becoming the first foreign investor in Mexico's
toll roads sector made the deal very appealing. Furthermore, the potential involvement of the
International Finance Corporation in the underwriting process might seal the legitimacy of the deal,
and help to assuage the fears of other investors. Although it appeared that Lehman's Commitments
Committee would support her decision, the challenge remained on how to structure the re-financing of
the concession so as to minimize potential risks.

SDuring the time Lehman was considering the refinancing deal, many analysts believed the peso was
overvalued and that not enough sectors of the economy were generating dollars.

... ~~...

Price Waterhouse LLP
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MEXICO--TOLUCA TOLL ROADS PROJECT

Questions for Discussion

1. List issues/actions that the World Bank might have to taken to assist the Mexican toll roads
concessions program.

2. Attack or defend the following statement: Given the existing sectoral environment, the GoM's toll
roads concessions program was a sign of "one step forward two steps back".

3. What factors differentiated the concessions program from publicly-sponsored toll roads launched
earlier?

4. Discuss other critical elements which Ms. Tuffnel might have examined before making her final
decision.

Price Waterhouse LLP
6
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Chicago-Milwaukee Corridor Case Study: Financial Feasibility Assessment for High Speed
Rail Transit

Introduction1

In June 1992, the Wisconsin Department of Transportation (WOOT) awarded a US$1 million feasibility
study project to assess high speed rail passenger (HSR) options in the Chicago-Milwaukee corridor to the
Engineers Consortium. The consultant team was responsible for assessing high speed rail passenger options
which could significantly relieve automobile travel and congestion, and could contribute to improvements in
air quality within the corridor.

The first phase of the study effort involved conducting a preliminary analysis and screening ofvarious
route and train technology options that could provide HSR service along the Chicago-Milwaukee corridor.
The second phase would consist of revenue and ridership forecasts, further analysis offreight interface and
operations conflicts, and detailed estimates ofcapital and operating costs. These tasks would be supported
by environmental, economic and financial analysis and assessments oftransportation impacts. A Steering
Committee provided oversight for the study, representing various interests which would be involved with or
affected by high speed rail service in the corridor.

In April 1996, at the end ofthe study, Mr. Mark Finch, Chairman of the Study Steering Committee, was
reviewing the feasibility reports submitted by the various members ofthe consultant team. The Committee
was most interested in the outcomes of the financial analysis, which assessed the extent to which the private
sector could contribute to the project. They were careful in reviewing the ridership and revenue forecast
reports and operating and capital cost estimate reports as well. Mr. Finch and the Committee needed to
assess not only the assumptions made in each report, but the congruence ofthose assumptions, before
implementation ofa new high speed rail system along the Chicago-Milwaukee corridor could take place.

Background on the Chicago-Milwaukee Corridor

Chicago has historically been and continued to be the nation's premier transportation hub. Potential existed
for the development of a network ofhigh quality rail passenger services emanating from downtown
Chicago to major metropolitan areas in the Midwest such as Detroit, Indianapolis, Milwaukee, St. Louis
and Minneapolis-St. Paul. Ofthese, the Chicago-Milwaukee corridor was the shortest (90 miles long), the
most densely populated and the most heavily traveled. The corridor also included the mainlines oftwo full
service railroads, the major highway link between Chicago and Milwaukee (Interstate 94) and General
Mitchell International Airport in Milwaukee (see Exhibit 1: Map).

By 1992, the existing passenger rail service between the two cities operated at maximum speeds of 79 mph
for conventional passenger trains, with an approximate one-way travel time between each city ofan hour
and a half and a one-way fare averaging $20 per trip. Though Amtrak provided daily intercity service
between Chicago and Milwaukee, the frequency of service (every 2 hours, as opposed to every hour on the
hour) was not conducive to high levels ofdaily commuting. The service is more convenient for business and

IThis case was written by Tina Pham ofPrice Waterhouse LLP. The case is intended to serve as a basis for class
discussion, rather than to illustrate either effective or ineffective handling of a particular situation. The names and
positions mentioned herein have been fictionalized for teaching purposes. Further use or reproduction of this case
is forbidden without permission from Price Waterhouse UP. July 1996.



Preliminary Analysis and Screening of Technology and Route Options

Detailed Financial Analysis

discretionary (non-commuter) travelers. Highway travel is the most competitive alternative to existing rail
service.

Intercity travel congestion along the Chicago-Milwaukee corridor had led to increased air pollution, and
caused lost productivity due to increased travel time for business as well as other travelers. Further, a
burden had been placed on federal, state, and local governments to develop infrastructure to handle the
increasingly onerous numbers ofautomobile and air travelers along the corridor. With HSR, with an
average speed of 103 mph, travel time could decrease to as much as 50 minutes one way.
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As a result of this phase ofthe study, the consultant team concluded that the best combination of
performance and cost was based on a 110 to 125 mph maximum diesel-electric HSR passenger service
along the CP Rail System's C&M Subdivision. The track route choice offered: available right-of-way to
accommodate additional tracks for HSR, freight traffic, existing commuter trains; existing end connections
directly into downtown passenger terminals in Milwaukee and Chicago; minimal environmental and
community impacts; and the ability to interface with General Mitchell International Airport and other HSR
routes. Further, the selected track route fell on relatively flat terrain, requiring little new infrastructure other
than installation or upgrade ofthe tracks themselves. A diesel-electric HSR train would require the least
initial capital improvements to the system, since an all-electric system would require immediate
electrification ofthe selected track route.

Under the second phase ofthe study, the financial analysis sought to maximize the portion ofthe project
costs funded by project revenues and minimize the public contribution to the project, while maintaining
financial feasibility. Thus overall project funding would be provided through a combination ofpublic
sources, private sources, and revenue-backed financing sources. The consultant team developed a financial
model that incorporated key characteristics of the proposed HSR system, cost and revenue projections and

The study also evaluated the range of state-of-the-art-steel-wheel-on-steel-rail passenger technologies.
Several types of locomotive technology, including diesel-electric, turbine hydraulic and total electric, were
evaluated. Characteristics such as speed; acceleration capabilities; turning radius; energy usage; climbing
ability; capital, operating and maintenance costs; ability to use existing railroad rights-of-way; and
compatibility with tilt and conventional equipment were assessed for each individual technology. The
consultant team also considered the ability of each technology to comply with current U.S. standards,
regulations and recommended industry practices.

The first phase ofthe study involved the screening ofthe most promising track route and train technology
options. The consultant team analyzed several combinations of passenger-and freight-share route options,
contained on three existing railroad tracks within the Chicago-Milwaukee corridor: the Chicago and North
Western's Lake Shore Line, the Chicago and North Western's New Line subdivision, and CP Rail
System's C&M subdivision (see Exhibit 1 map). The study also considered the establishment ofa new
track within the existing right-of-way ofthe CP Rail System's C&M subdivision as a parallel route solely
for use ofHSR. The track alternatives were evaluated for their potential economic impacts; environmental
impacts; interfaces with other transportation systems, including air traffic at General Mitchell International
Airport, commuter and public transit; and their ability to interface with the potential high speed rail system
centered in Chicago and extending to St. Louis, Minneapolis and Detroit.



Use ofCapital, Operating andMaintenance Cost Estimates

Use ofrevenue and ridership forecasts

Two sets of capital cost estimates were prepared, one for a I 10 mph implementation scenario and one for a
125 mph incremental scenario.

financial assumptions, and was used to assess development structures and to produce proforma financial
projections.

DRAFT: 7/17/963Price Waterhouse LLP

2 Travel market data quanitified the size of the existing travel market by trip origin, destination, mode of travel,
and trip purpose. This defined the base travel volumes and shares used to develop intercity passengers travel
demand models and prepare forecasts offuture travel volumes and shares associated with future scenarios. Socio
economic measures used included population, employment and income. Data describing the service characteristics
of the available modes included: travel time (minutes), travel cost (dollars), and frequency of service (air, rail, or
bus departures per day). Rail fares used in this study were based on existing station-to-station fares.
3 The revealed preference surveys collected information on existing observed travel choices, while stated preference
surveys asked responsondents to indicate a choice of mode under hypothetical future circumstances.

The fare sensitivity/revenue maximization analysis results for intercity HSR travel suggested that with an
increase in the Chicago-Milwaukee fare from $15 to $55, the revenue curve was expected to reach its
maximum value at a fare higher than $60 and would decrease after that. Further, ridership was expected to
decrease with increases in fare. The results ofthe fare sensitivity analysis for airport access trips suggested
that this market was more sensitive to fare increases than the intercity market.

To perform the revenue and ridership forecasts, the consultants conducted an intercity market analysis
(travel markets within Chicago-Milwaukee corridor), an airport access market analysis (airport/mode
choice models and ridership and revenue forecasts associated with air travel passengers using the Chicago
Milwaukee rail system to travel to/from General Mitchell International Airport) and a fare sensitivity
analysis.2

The consultants used a two-stage travel demand modeling and forecasting approach to conduct the
forecasting. First, a mode share model was estimated to predict the share ofeach of the alternative modes
available for travel between each origin-destination. This involved conducting traveler revealed and
preference surveys.3 Secondly, a total travel demand model was estimated to predict the travel volume
between different origin-destination pairs. This defmed the market size to which the mode share portions
were applied to produce ridership forecasts by modes. The total travel demand was dependent on two
factors: I) socio-economic characteristics ofthe population in geographic area; and 2) level of service
available to travelers between geographic areas.

Using the base data and models described above ridership and revenue forecasts were prepared for several
future conventional and HSR scenarios within the Chicago-Milwaukee corridor. First, a set of forecasts
were prepared to test the service and fare changes implemented by Amtrak for conventional rail passenger
service. Then, several HSR ridership and revenue forecasts scenarios were prepared, predicting an average
ridership growth rate of 1.4 percent per year . Although the service alternatives provided a range of
different running times and frequencies, the forecasts for each scenario were based on the same origin
destination fares.
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Financial Analysis Scenarios

Taking the various scenarios under the revenue and ridership forecasts and those under the capital cost
estimates, the consultants came up with three base case scenarios for the financial analysis:

• The implementation scenario analyzed a 110 mph HSR (electric vs . non-electric) service by upgrading
the selected corridor's existing "physical plant," i.e., signal system, track structure, bridges, fencing,
etc.

Inputs for each ofthe service scenarios and development structures include farebox and non-farebox (such
as in-vehicle advertising and food concessions)revenue, capital and operating costs, and a set of financial
assumptions.
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Below is a summary offinancial assumptions used throughout the model:

• Cost estimates were developed for rolling stock, trackwork, fencing, signaling, grade crossing costs,
maintenance facility and acquisition ofcorridor right-of-way. An additional 15% margin was added to
the capital cost to cover construction management and contingencies.

Under the estimates for operating and maintenance cost, major expense categories included operation,
equipment maintenance, track and signal maintenance, administration, energy, and other relevant expenses.
Further, since one-third of the track route was owned by Metra, a fee would be paid to Metra for the use of
its tracks and maintenance facility.

• The incremental scenario analyzed a 125 mph HSR (electric vs. non-electric) service by upgrading
specific physical features, (i.e., curve elevations), adding new facilities (i.e., additional main track and
supporting signals), and rearranging existing facilities (i.e., interlockings, signals and stations) to
facilitate operations at higher speed.

Catell;orv Assumptions
Development Timetable 3 years of construction (2000-2002); Operations start in 2003
Fund Drawdowns 30%,35%,35%
Inflation Rate 3%
Lendinll: Rate 3% short-term; 5 % long-term
Revenue Bonds (tax exempt) Issued first year
• term 30 years, and 20 years for expansion bonds
• interest rate 8%, and 7.5% for expansion bonds ...., ..

• minimum coverage ratio 1.25

• principal deferment 5 years

• issuance cost 2 % of issuance amount
Revenue Bonds (taxable) Issued first year
• term 30 years, and 20 years for expansion bonds

Scenario Sneed Senice Snecial Features
A 110 12 local roundtrips Hi~hest revenue for 110 mph
B 125 16 local roundtrips High cost and highest revenue for 125 mph. Includes

new airport station.
C 110-125 12-16 local roundtrips Expansion to an electrified HSR system in 2013.

Expansion construction from 2010-2012.
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• interest rate 10.5 %, and 10% for expansion bonds

• minimum coverage ratio 1.25

• principal deferment 5 years

• issuance cost 2%

Lease (if any)

• term 20 years

• interest rate 8.0%

• minimum coverage ratio 1.25

• discount 5%

• Private EQuity (if any): minimum ROR 20%

Mr. Finch and the Committee reviewed the reports and were ready to discuss the implications of the
project
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This extract was taken from the World Bank study, The Kingdom ofMorocco: Private Sector
Participation in Infrastructure, Private Sector Development, Finances and Infrastructure
Division, Maghreb and Iran Department, Middle East Region and North Mrica Bureau,

December 1995.
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SOMMAIRE ET RECOMMANDATIONS

Participation pril'ee accrue - UllC Ilecessite

1. Pour souten:r une croissance de I'ordre de 7 a 8 pour cent par an, Ie Maroc devra investir de
20 a30 milliards de Dirham par an dans les grandes infrastructures sur les dix prochaines annees. Entre
1988 et 1992, I'investissement public qui leur a ete consacre n'a ete que de I'ordre de DH 13 milliards
par an. Vne augmc:ltation substantielle du financement public des infrastructures est exclu dans Ie
contexte actuel des contraintes budgetaires de l'Etat. On estime done que Ie deficit de finaneement
pourrait etre de I'orllre de DH 15 milliards par an. Le Maroe n'a pas d'autre choix que de reeourir,
entre autres sources. au financement prive en appui de sa politique d'amelioration et d'expansion des
infrastructures essenlielles au developpement economique du pays. Ce diagnostic a deja ete fait par Ie
Ministre des Finances et d'autres autorites du pays.

2. L'angle bmlgetaire et Iinancier, bien qu'important, lI'est pas Ie seul ajustifier nne participation
privee accrue. Loin s'en faut. Plus important encore est I'urgente necessite. de fournir aux producteurs
marocains, qu'ils appartiennent aux secteurs primaire, secondaire ou tertiaire, les services
d'infrastructures dOtlt iJs ant besoin pour devenir ou demeurer competitifs au niveau international. Le
gouvernement a ten:c~ au debut des annees quatre-vingts de remedier a ce probleme par la voie de la
rHonne des entreprises publiques chargees de ces services. Cette voie s'est averee insuffisante, et n'a
pas pennis d'atteilldre les ohjectifs fixes. Par ailleurs, dans une grande majorite des secteurs
d'infrastructure, cetle derniere decennie a vu a travers Ie monde une re~el1e revolution dans la maniere
dont ces services sont structures, foumis, et rcglementes. Le modele de I'entreprise publique
monopolistique ne pl:nnet plus de repondre aux delis que J'economie marocaine doit affronter.

Objet de l'elude

3. Un certain t:onsensus existe deja au Maroc quant au besoin d'impliquer Ie secteur prive. Cela
dit, il n'y a pour Ie mt)ment ni 13 strategie, ni I'engagement politique necessaires pour que ce diagnostic
debouche sur des acticns concretes. Quelles sont les principales options? Quels sont les obstacles qui
se posent aune plu:\ glande participation du secteur prive dans ces secteurs nevralgiques? Quels sont
Ics organismes ou instiiutions charges de promouvoir I'initiative privee dans ces secteurs? Quelle est
la base juridique pour une telle intervention? Quels sont les imperatifs economiques qui devraient guider
ce processus? Pourquoi les differents projets dont on a tant parle ces derneres annees, que ce soit au
niveau de la participation privee dans les secteurs electriques, gazier ou de I'eau mettent-ils tant de temps
a voir Ie jour?

4. Telles sont cerlaines des questions examinees dans ce rapport par Ie biais de deux grands
secteurs d'infrastruclure, a savoir les services municipaux (distribution d'eau et d'electricite.
assainissement, dechets soides, transports urbains) et Ie transport (ferroviaire, maritime, aerien, ainsi que
les autoroutes). L'analyse, en particulier les themes intersectoriels developpes dans Ie Volume II,
s'applique dans une large u;esure egalement aux secteurs d'inrrastructure non couverts par cette etude,
qu'H s'agisse de telecommmications, de production ou de transport d'el~ctricite, de gaz, d'eau, ou de
parcs industriels, par exemp\e. Le Maroc a besoin d'investissements prives importants dans les secteurs
d'infrastructure, or ceux-ci lIe semblent pas se eoncretiser pour Ie moment. L'objet de ceUe etude est
de rournir une analyse glob.Qe de la situation actuelle et des perspectives en matiere de participation
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pnvee, de. souligner les principaux points de blocage et de degager certaines pistes de rcflexion et
d'action.

Vile strategie d'ensemble

5. De nouvelles strategies sectorielles doivent etre articulees autour d'une nouvelle vision qui
privilegierait la concurrence, I'ouverture au secteur prive et la qualite du service. Ces strategies
sectorielles devront egalement s'integrer hamlonieusement dans et etre appuyees par la politique macro
economique de l'Etat (reduction des deficits budgetaires et des ponctions publiques sur les marches
financiers, contrale de I'inflation, etc.) et par d'autres politiques complementaires (developpement des
marches financiers).

6. L'objectif de promotion de la concurrence est fondamentaI. La discipline imposee aux
entreprises operant lIans des marches concurrentiels est en effet Ie plus puissant des stimulants pour
ameliorer la performance. L'introduction de concurrence est aussi un moyen de faciliter la tache des
organes de reglementation. La au la concurrence lle peut eIre introduite directement, comme dans les
secteurs sous monopole naturel, it est souvent possible et souhaitable d'octroyer des licences ou contrals
de concession par voie d'appels d'offres internationaux reserves ades firrnes preselectionnees sur base
de leur experience dans la prestation des services concernes,

7. La mise en place d'un nouveau cadre rcglementaire perforrnant, s'appuyant sur des regles
claires et des organismes de reglementation reellement independants des entreprises qu'its sont senses
reglementer et d'autres influences extemes, est une autre priorite amettre au point au debut du processus
d'ouverture de ces secteurs au prive. Ces mecanismes sont essentiels pour donner aux investisseurs les
garanties sans lesquclles i1s n'investiraient pas et pour protegeI' les consommaleurs.

8. Un accroissement de l'investissement prive (domestique et etranger) est une dES conditions pour
une croissance economique soutenue. Cela requiert l'amelioration des infrastructures et services pUblics
indispensables ala rentabilisation de ces investissements, et done l'apport de capitaux etd 'expertise prives
pour Ie developement de ces infrastructures et services. En effet, a I'exception peut-etre de quelques
activites a moindre intensite de capital et d'expertise, telles que Ie transport urbab et la collecte de
dechets, la presence d'investisseurs strategiques ayant nne experience concrete de gestion de services
publics s'imposera presque partout, si l'objectif est ('amelioration du service public e: de la competitivite
de l'economie nationale.

9. II importe egalement d'associer les partenaires nationaux aussi etroiterrent que possible ala
mise en oeuvre de ces programmes, que ce soil les cadres et employes des secteurs concemes, les
entrepreneurs et investisseurs prives marocains (investisseurs institutionnels, indmtriels ou epargnants),
au les consonunateurs et utilisateurs.

10. Dans la mesure OU une majorite des entreprises publiques concernees O.1t des sureITectifs. nne
reduction de personnel sera souvent necessaire pour realiser les gains d'efficiencepoursuivis. De meme,
les operateurs prives devront avoir toute flexibilite pour recruter et licencier leu personnel.

11. 11 importcra egalement de revoir I'ensemble du contexte financier dans lequel ces services
operent, et de developper une politique coherente de tarification de services IUblics, de subventions (Ie
cas echeant), de garanties aoctroyer par !'Etat (Ie cas echeant), et de resorptim des arrieres de paiement
par Ie secteur public qui sont en grande partie a l'origine des problemes lUxquels ces secteurs sont
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confrontes aujourd'hui. Ceci est particulierement vrai pour Ies services municipaux qu'il est difficile de
confier a tine gestion privee sans rHonne en profondeur du systeme de financement des collectiviles
locales .

12. La preparation et mise en oeuvre de programmes de participation privee, qlle ce soit par Ie biais
de concessions, de privatisation, ou par d'autres techniques, requiert une expertise qui n'existe pas au
sein de I'administration. Un recours ades experts qualifies et experimentes s'avere indispensable pour
conseiller Ie gouvernement sur les rHormes sectorielles devant preceder ou accompagner I'entree du
secteur prive, notamment pour la refonte du cadre legislatif et reglementaire du secteur, la mise en place
de mecanismes de regulation, et pour preparer les documents d'appels d'offres et facililer les negociations
avec les soumissionnaires selectionnes. Celle voie a ete suivie par Ie Royaume Un;, l'Argentine et les
Philippines, parmi d'autres pays.

13. Le cadre iustitutionnel existant au Maroc u'est pas propice au developpement e1'un partenariat
dynamique avec Ie ~ecteur prive. Non seulement y a-t-i1 trap de tutelles au Maroc, mais elles
inlerviennent aussi. sans consultation ou coordination, et sans strategie ou objectifs communs. Le cas des
services municipaux I'illustre bien. Ainsi, les regies de distribution d'eau et.d'electricile sont soumises
a la double tutelle de I')nterieur et des Finances, tout en se trouvant dans un secteur domine par une
entreprise publique (ONEP et ONE) qui est leur fournisseur unique et parfois egalement leur concurrent,
et dont la tutelle est assuree par les Ministeres des Travaux publics et de l'Energie. En outre, la politique
des prix reieve du Ministhe de I'Incitation de l'Economie et du CIPEP. Developper des strategies
sectorielles coherent('s dans ces conditions s'est avere presqu' impossible. Au niveau des transports, Ie
cadre institutionnel t'xistant ne se prete pas mieux au developpement de strategies sectorielles coherentes.
Les entreprises publiques de ces secteurs ont en effet reussi a detourner l'elahoration de strategies
d'entreprise en strategies sectorielles, toutes a leur avantage. Des monopoles et rentes de situation
subsistent. La gestion elargie a la logistique des echanges ne se fait pas; I'integration inlermodale et
I'efficience du sectenr dans son ensemble en souffrent.

14. Le cadre institutionnel en place, tant au niveau des services municipaux que des services de
transport, encourage Ie statu quo et protege certains interets. Afin de rompre ce cercle vicieux, iI est
recommande de confier a un organisme specifique un mandat clair pour mettre en oeuvre ces
programmes d'ouverture a la concurrence et de participation privee. En fait, iI ne s'agirait 130 que de
poursuivre en I'etendant I'approche que les plus hautes autorites du pays avaient retenue en 1989 pour
permettre la realisation de I'important programme de privatisation inscrit dans la loi 89-39. Le ministere
cree acette occasion a depuis lors acquis l'experience requise, et serait I'organisme indique pour assurer
la mise en oeuvre du programme de participation privee dans les secteurs d'infrastructure.

15. Par ailleurs, une reflexion devrait etre engagee sur les techniques el inslnIments de participation
privee et sur I'elimination des obstacles existant a I'heure actuelle. En effet, bien que chacun de ces
nombreux obstacles ~oit surmontable. leur accumulalion rend la realisation de tout projet de participation
privee plus longue et plus difficile qu'elle ne devrait I'etre. et aussi plus risquee. II en resulte, dans bien
des cas, que les investisseurs prives demanderont certaines garanties etatiques pour couvrir ces risques.

16. Un tel reexamen du cadre institutionnel et iegislatif regissant la participation privee dans les
secleurs d'infrastructure pourrait eventuellement deboucher sur une legislation globale en la matiere.
Sans attendre me eventuelle refonte du cadre legislatif et institutionnel, la realisation de quelques projets
pilotes de participation privee dans differents secteurs d'infrastructure devrait etre une priorite. Cela
permettrait au Gouvernement d'asseoir sa credibilite aupres des inveslisseurs potenliels, de tester les
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differents'm~ismes de participation privee dans les infrastructures, de tirer de ces experiences certains
enseignements pour les transactions ?i venir, et de contribuer de la sorte ~ l'elaboration de ce nouveau
cadre institutionnel et reglementaire.

Recommandations spidjiques - Services municipaux

11. Au niveau des services municipaux. la priorite serait de clarifier les responsabitit~ et Ie cadre
institutionnel et de voir dans queUe mesure certaines fonctions ne pourraient pas' ~tre transferees h un
organe central charge de la mise en oeuvre d'un programme de participation privee au niveau municipal
(par exemple. Ie Ministere de la privatisation). La question de l'impecuniosite des communes, et done
de leur financement, est egalement critique.

18. Distribution d'eau et d'electricite. Parmi les differentes formules de participation privoo
envisagees dans cette etude, la formule de la concession semble la mieux adaptoo, en ce qu'elle
permettrait d'alleger considerablement Ie poids de ce secteur sur les finances pubtiques et d'ametiorer la
qualite du service public. Des actions sont suggerees ~ deux niveaux:

a) Lancemcnt d'une operation pilote: _
choisir avec les elus locault concernes une ville pilote pour la mise en oeuvre d'une
operation de type concession de distribution d'eau, assainissement etlou distribution
d'electricite;
constituer une ~uipe chargee du pilotage de l'operation; et
recruter des experts pour assister ~ la preparation des appels d'offres. ~ I'evaluation des
offres. et 1lla negotiation de contrats avec roperateur retenu.

b) Reformc du cadre institutionnel et reglementnire:
reformer les systemes de financement des collectivitt!s locales;
promulguer des lois-cadres pour l'eau, l'electticM. et l'environnement (impact sur
l'as&ainissement et les d6chels solides);
examiner et proposer un nouveau mode de supervision et r~glementation de ces services
(au travers, par exemple, d'une agence nationale de reglementation);
proposer les r~formes necessaires pour passer du stade du programme pilote au stade d'une
ouverture generalisoo de ces secteurs ~ la concurrence et ~ la participation privee.

19. Transpurts urbains. Le Maroc a acquis une experience interessante de transport urbain privet
dont il faudra tirer les l~ns. L'organe central suggere ci-dessus pourrait:

evaluer l'experience de concession d'autobus au Maroc au cours de ces dix derni~res

annees;
preparer des cahiers des charges types;
assister les communes en matiere de negotiation et de suivi de ces concessions; et
proposer des r~fonnes plus globales r~ultant de ces interventions.

20. Dechels solides. Une amelioration considerable est nl!cessaire dans Ie domaine des d~hets

solides, que ce soit pour raisons de salubrit6 publique ou pour ne pas nuire au tourisme. Deux prtalables
indispensables 1l toute action durable sont la refonne des fmances publiques locales, et la mise en oeuvre
d'une legislation effective de l'environnement. Une structuration des services favorisant la concurrence
entre operateurs priv~ sous contrats est ~ promouvoir.
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Recol1J1!Ulndations spedfiques - Transports

21. Chemin:; de fer, L'option suggl!r~ par cettc I!tude est de confier la gestion du secteur
ferroviaire .ll. un opl!rateur priv~ par voie de concession. L'Etat resterait toutefois propri~taire des
infrastructures de base. Un projet de la Banque mondiale, actuellement en pr~paration. appuierait cette
ouverture au privl! et d'autres r~formes et mesures d'accompagnement.

22. Autorontes. n importe avant tout d'e.xaminer la rentabilit6 ~nomique du programme
autoroutier. Dan." la mesure OU celle-ci serait tgevl!e et justifierait la poursuite de l'extension du r~eau,

Ie recours au priv6 serait souhaitable (moyennant, Ie cas I!ch~t, octroi de subventions lorsque la
rentabilit6 financi~re n'est pas suffisante). L'organisation d'un appel d'offres pour la mise en concession
de la section Casablanca- Settat permettrait de tester l'int~r~ du secteur prive pour ce type d'op~ration,

23. Secteur maritime. L'6tude sugg~re la Mmonopolisation du secteur portuaire. Nombre
d'activit~ aetuellement r~erv~ ?ll'ODEP sont en fait des services concurrentiels qui devraient ~e
transfl!r~ sans e"clusivit~ ~ des operateurs priv~. D'autres services ont des caract6ristiques
monopolistiques plus prononc~ et pourraient ~tre conc6d~ sur base d'un callier des charges stipulant
clairement les obligations de service public de l'operateur priv~. Le nombre important de ports
commerciaux au Maroc permet egalement d'envisager une certaine concurrence entre ports, ce qui
requlert ~'as arpartiennent au du moins soient gl!r~ par des entitl!s concurrentes. En ce qui concerne,
les trans~rts maritimes, l'etude sugg~re la privatisation ou la liquidation de la COMANAV. Le danger
du retour au proteetionnisme y est egalement soulign6.

24. Tram.port amen, La situation de la RAM est prooccupante. La nouvelle direction a lance
un progr.unme de redressement. L'etape de la privatisation paralt in~vilable. La !tAM a besoin d'un
partenaira strat~gique international. Plus la dl!cision est report~, et plus grand est Ie risque de ne pas
trouver azqu6reur. Presque toutes les compagnies aeriennes aujourd'h~i Mn6ficiaires soot priv~. Elles
ant dans bien des cas I!t~ privatis~ au cours des dix derni~res ann~. En ce qui concerne rONDA,
it dispoSE! d'un nutil surdimensionn6 qu'il importe de rentabiliser davantage. lei aussi un appel au privet
probable:nent sous forme de concession, est indiqu6 en vue de dl!velopper les recettes commerciales des
aeroporU~

0"

Sug,restions sur l'ordn des priori!ls d'irrlervention

25. Les reformes de gestion qui sont recommand~ ont une port~ considerable, et il ne Caut pas
minimisellies llifficult~ de leur mise en oeuvre. Peut-on mener de front ces r6formes dans tous les SOUSe

secteurs couverts par 1'6tude? nsemble qu'une approche s61ective soit plus adaptoo au potentiel existant
en term~: de capacite juridique et r~glementaire au plan national, ou de mobilisation tant des forces
produetivls et du capital prive marocains, que de l'int6r~t des investisseurs etrangers pour qui l'l!conomie
marocaint~pre5ente encore beaucoup d'inconnues. L'ordre des priorit~ devrait d~coulerde l'apprl!ciation
de l'importance relative des enjeux de chacune des rl!formes sous-sectorielles dans Ie contexte des
objectifs ,Ie la politique economique du pays. A cet egard, toute action susceptible de favoriser
l'accel6ratlon de la croissance en renfor~ant la capacit6 concurrentielle de l'economie marocaine, en
all6geant it budget de l'Etat du poids des subventions d'infrastructure, et en eliminant les nuisances
devrait ~tr, engag~ rapidement. Ces consid6rations am~nent h proposer l'ordre des priorit~ suivant:
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(a) les ports: points de passage obliges de l'essentiel des flux du commerce ext~rieur, leur rOle est
fondamental, et les enjeux d'une plus grande productiviti et fluidite du transit portuaire sont
consid~rables; -

(b) les chemins de fer: leur contribution h une r~artition plus c!quilibroo des trafics entre modes
concurrents et au d6veloppement du transport multimodal passe par la commercialisation de la
gestion; la reforme est aussi dictoo par Ie souci de rMuire la charge financiere que l'Etat supporte
dans les conditions de gestion actuelle; ,

(c) la distribution d'eau et d'61ectricM, et l'assainissement: on attendra de la reprise des services
par Ie secteur priv~ un apport de capital, et une meilleure couverture des besoins de la population
qui aura un impact favorable sur la produetivite du travail, et rehaussera les avantages comparatifs
du pays aux yeux des investisseurs &rangers;

(d) la gestion des dkhets solides: tout particuli~rement ~ Casablanca, les defaillances ~ ce niveau
sont telles que des am6liorations rapides doivent ette recherch~;

(e) les transports urbains: la crise des transports qui s6vit dans les grandes villes justifie egalement
des actions rapides;

(f) les autres sous-seeteurs ben~ficieraient d'une participation accrue du seeteur prive, mais avec
une urgence beaucoup moins prononcee. Les autoroutes ne n~essitent sans doute pas Ie niveau
d'investissement couramment envisag6. Les transports maritimes sont tr~ largement assur6 par des
armements ~trangers efficaces, et la solution des probl~mes de I'armement marocain est d'un interet
cat~goriel put~t que national. De tous ces autres sous-secteurs, c'est celui des transt>crts aeriens
qui m6rite Ie plus d'attention immMiate, en raison des enjeux financiers importants que r~pr~entent

les options de restrueturation envisageables et de la nt5cessit6 de limiter les charges de l'Etat.
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K. Refonne administrative

CD
prfv6

duree (ann6es)
Inves1fssements. r1sque (r8parUtion)

Techniques dCl participation prtv6CI

A. Sous-traitance - Acquisition de biens et services

o
public

5.2 La sous-traitance porte typiquement sur des aetivites auxiliaires, tel que I'entretien, Ie nettoyage,
Ie transport, la restauration du personnel, l'imprimerie, etc. Elle peut egalement porter sur des aetivites
plus centrales, telles que la facturation et la perception des redevances. Elle offre de nombreux
avantages. Elle laisse ces activites a des specialistes des secteurs concemes et pennet al'entreprise de
service public de se concentrer sur ses aetivites de base. Elle resulte souvent en un meilleur service a
moindre couto Elle devrait etre envisagee dans toutes les entreprises comme une premiere etape vers une

Tableau 5.1 : Techniques de participation privee

CHAPITRE 5. TECHNIQUES DE PARTICIPATION PRIV~E

5.1 La participationprivee peut etre r6alisee par differentes techniques, presentees sch6matiquement
ci-dessous par ordre croissant de participation. On peut egalement distinguer selon que la technique vise
principalement I'entree de nouveaux operateurs ou Ie desengagement de l'Etat. Dans la premiere
categorie, on retrouve la suppression du monopole public et I'ouverture du seeteur a de nouveaux
operateurs prives, qui ont deja ete examinees dans la section B du chapitre 2 portant sur l'introduction
de la concurrence. On peut egalement citer certaines techniques sp6cifiques, telles que les techniques
dites de Build-Operate-Transfer (BOT) ou Build-Qperate-own (BOO) impliquant non pas un transfert du
public au priv(, mais seulement une ouverture au prive. Cette section-ci portera toutefois essentiellement
sur les techniques de desengagement de l'Etat.

4.26 Les differentes questions evoquees dans ce chapitre, et de maniere plus generate la
transformation du r61e de l'Etat de la production de services publics vers la regulation de ces secteurs,
implique un besoin de rHonne plus fondamentale de l'administration publique. II importera en particulier
de supprimer Certains ministeres ou structures qui n'ont plus de raison d'ctre, et d'eviter que les nouvelles
responsabilites esquissees dans ce chapitre, que ce soit en matiere de conception ou de gestion du
processus de refonne ou encore en matiere de reglementation, ne viennent se superposer aux organismes
et mecanismes pesants qui caraeterisent Ie systeme aetuel.
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participation accrue du secteur prive. S'agissant de taches et de contrat de petite ou moyenne taille, cette
technique s'adresse avant tout aux entreprises locales et favorise Ie developpement du secteur prive
national.

5.3 La sous-traitance ne constitue evidernment pas une remise en cause fondamentale de la maniere
dont est organise Ie service public et, ace titre, cUe ne peut pretendre apporter une veritable solution aux
problemes de type institutionnel ou financier qui affectent les secteurs d'infrastructure. .
5.4 Le contrat de gestion (management contract) est une forme de sous-traitance plus poussee en
ce qu'eUe porte sur la gestion globale de I'entreprise. L'utilisation de contrats de gestion n'apporte
toutefois pas de capitaux frais et ne trans~re pas les risques de gestJon du service public al'operateur
prive; eUe n'offre done pas Ie meme potentiel d'amelioration des performances et de permanence des
reformes et ne parait pas repondre aux objectifs et priorites du gouvemement marocain. Un contrat de
gestion peut en outre compHquer de maniere significative une privatisation ulterieure, Ie gestionnaire
b6neficiant d'infonnation et de connaissances sur l'entreprise que d'autres soumissionnaires n'auront pas.
La regie interessee, qui est un contrat de gestion avec interessement du gestionnaire aux resultats de sa
gestion, se rapproche de l'affermage et pourrait etre envisagee dans certains cas, tel que la gestion d'un
aeroport. EOOn, lorsqu'une privatisation se fait par vente d'une participation minoritaire aun investisseur
strategique, ce dernier aura souvent egalement un contrat de gestion; dans ce cas, U importera de limiter
les risques de "prix de transfert", qui permettent al'investisseur minoritaire de s'approprier une plus
grande part des profits de I'entreprise en sur-facturant ses services.

B. Vente ou transfert de biens ou activites non-essentiels

5.5 Les options de demonopolisation des activites de service public ont deja ete evoquees (voir
section B du chapitre 2 relative a la concurrence). La presente section vise certaihes activites auxiliaires
ou colUlexes, qui ne sont pas essentielles al'exercice des fonctions de service public. Ainsi, une filiale
et certains hOtels de l'ONCF ont deja etc inclus dans Ie programme de privatisation du gouvemement41

et d'autres devraient I'etre sous peu. De meme, des entreprises publiques teUes que I'ODEP ou I'ONDA
ayant developpe des zones ind~trielles ou ayant des terrains de type industriel dans leur portefeuille,
pourraient se voir dessaisies de ces actifs et aetivites p6ripheriques, par exemple par voie de vente au
secteur prive. Les recettes de teUes ventes peuvent ctre affeetees soit a I'entreprise publique, soit -au
Tresor; dans Ie contexte d'une politique de desengagement de l'Etat, la seconde option sera souvent
preferable41

• A I'oppose de la demonopolisation, ce type de d~engagement ne devrait pas requerir de
reforme reglementaire particuliere: en effet, it devrait soit etre soumis ala reglementation en vigueur en
matiere de privatisation, soit aux regles en vigueur en mati~re de cession d'aetifs.

41 D s'agit de Ia SCIF, fitiate 114,5%, et des hOtels des nes (Essaouira: vcndu en juin 1994), Terminus (Oujda),
Transatlanlique • Casablanca) et Transatlantique - Mekn~ (vendu en mai 1994).

41 L'cntrcprise publique pourra l~gitimement demander dans ce cas que Its obligalions s~irtques 1 cette aelivi~ (par
eltemple. emprunts contrac~s pour d~velopper l'Mtel au fa zone industrielle) soient ~galement transr~~s, soit au repreneur
soil AI'Etat.
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C. Affermage et concession

5.6 Les contrats d'affermage et de concession sont des contrats en vertu desquels une ou plusieurs
collectivites publiques (par exemple, les communes en mati~re de distribution d'eau et d'electricite)
octroient aune entreprise (normalement privee) Ie droit de fournir un service public en se remunerant
normalement sur les redevances qu'elle percoit aupr~ des usagers.43 L'operateur a avant tout des
obligations de resultat: it doit assurer Ie service public dans des conditions determinees (continuite, non
discrimination entre usagers, normes techniques a respecter, etc.). S'agissant d'un service public,
I'autorite concedante se reserve generalement Ie droit de modifier unitateralement certaines conditions de
la concession pour I'adapter al'interet general, moyennant compensation lorsque ces conditions sont plus
onereuses (augmentation des redevances ou subventions). Le concessionnaire (ou f~rmier) est egalement
tenu d'entretenir I'infrastructure necessaire 1 la fourniture du service et it supporte les risques
commerciaux lies ason aetivite. L'infrastructure elle-meme reste la propriete de la colleetivite publique
qui en retrouve la jouissance compl~te au terme du contrat.

5.7 La concession figure parmi les techniques traditionnelles de participation du secteur prive dans
les infrastructures. Elle s'applique principalement aux activites de nature monopolistique et comprend
generalement des clauses d'exclusivite.

5.8 La technique de la concession a connu son essor au Maroc avant I'independance, etant
notarnment utilisee dans les domaines de I'eau, de I'electricite, des telecommunications, des chemins de
fer, des ports et des transports urbains. Elle est progressivement tomb6e en desuetude par la suite. Ce
declin peut etre attribue en grande partie a la politique de Marocanisation de I'economie. En effet, Ie
soud de transferer Ie controle des grandes aetivites economiques aux nationaux et I'absence d'entreprises
privees nationales ayant une experience en mati~re d'exploitation de services publics a conduit ane pas
renouveler, voire meme aracheter, les concessions en cours dans de nombreux secteurs.

5.9 Aucun texte ne regit la concession en droit marocain. Le regime de la concession y resulte de
l'application des principes generaux du droit administratif et plus particuli~rement du droit des contrats
administratifs. La jurisprudence marocaine en mati~re de concession est tr~ peu foumie et ne permet
pas de combler les lacunes creees par l'absence de texte.44 Les concessions de service public national
sont normalement signees au nom de l'Etat par Ie ministre de tutelle apres avoir ete approuvees par decret
du Premier Ministre. Pour les services communaux, la concession est signee par Ie president de la
commune, du syndicat de communes ou de la communaute urbaine, selon Ie cas, apr~s approbation du
Ministre de l'Interieur.4S

4J Dans certains cas, Ie concessionnaire foumit un service ·en gros· directement ll'entreprise publique, qui Ie payee
et c'est I'entreprise publique qui assure la distribution aux usagers finaux. C'est Ie cas, par exemple, de la concession
d'adduction d'eau octroy~ en 19491la SMDIELYO (dont la dur~ courtjusqu'au 31 d~mbre 1999), ou de la concession pour
la production d'~leetrici~ 1 Jorf Lasfar en cours de n~gociation. Dans d'autres cas, tels que des concessions de collecte de
dechets solides dans plusieurs pays, Ie service aux usagers est typiquement r~mun~re par la commune concem~e (quant aux
b6n~ficiaires, its doivent en gc5nc5ral payer des irnpOts communaux, tels que la taxe d'~i1i~).

4C Les tribunaux compc5tents pour les litiges entre con~nt et concessionnaire sont les sept (1) tribunaux administratifs
r~mment cr~~s, avec recours possible aup~ de la Chambre administrative de la Cour supr!me.

Voir Ie chapitre 3 ci-dessus sur Ie cadre institutionnel.

I
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5.10 La dur~e d'une concession est de nature purement contractuelle. A titre d'exemple, la
concession de la Compagnie du chemin de fer du Maroc oriental avait une duree de SO ans, tout conune
la concession d'amen~e d'eau aCasablanca (toujours en vigueur). La concession pour la distribution
d'eau pour la ville de Rabat ~tait quant aelle de 40 ans (1932-1971). •

5.11 I.e concessionnaire ayant en charge l'exploitation d'un service public, se trouve aux lieu et place
du concedant et dispose des memes privil~ges que ce demier, en particulier I'expropriation et les
servitudes s¢ciales de droit public (pose de canalisations, de poteaux et de cables ~lectriques, etc.).
Cette d~l~gation de prerogatives de puissance publique est souvent mentionn~e express~ment dans Ie
contrat de concession.

5.12 I.e Dahir du 14 avril 1960 institue un controle financier de l'Etat non seulement sur les
entreprises publiques, mais egalement sur les societes concessionnaires et les organismes ben~ficiant de
concours fmanciers publics. Contrairement aux entreprises publiques, les concessionnaires ne sont pas
tenu de procMer ades appels d'offres pour la passation de leurs marches ou de se soumettre au visa
preaIable du contr6leur financier. Les modalites du contr6le financier exerce sur Ie concessionnaire est
dans une large mesure al'appr~iation du Minis~re des Finances. Jusqu'en 1994, la DEPP se contentait
d'un controle a posteriori en r~clamant seulement les comptes annuels. Depuis lors, les societes
concessionnaires se seraient vu r~clamer non seulement les comptes annuels des exercices clotures, mais
egalement les comptes pr~visionnels pour l'exercice en cours: un controle a priori s'est done ajoute au
controle a posteriori. C'est dire que les contraintes decoulant du dahir de 1960 peuvent etre plus ou
moins importantes suivant Ie rele que peut mettre l'administration dans l'application de la loi et les
instructions gouvemementales qu'elle peut recevoir. Le contr61e financier, tel qu'it existe aujourd'hui.
constitue ainsi un obstacle s~rieux pour Ie developpement des concessions.

5.13 Aujourd'hui Ie mecanisme de la concession refait surface. 11 n'a cesse d'exister, fllt-ce en
sourdine jusqu'il y a une dizaine d'annees, en mati~re de transports urbains et a ete propose notamment .
pour la reprise des aetivit6s de la RAD aCasablanca par un o¢rateur prive. ndemeure Ie mecanisme
de choix pour les secteurs ou sous-secteurs ou it n'est pas possible d'organiser une concurrence directe
entre o¢rateurs au sein du marehe. Les sections sectorielles de ce rapport proposent ainsi diff~rentes

formes de concessions dans les secteurs de la distribution d'eau et d'electricite, des ports, des chemins
. de fer, des a~roports, des autoroutes, des d~hets solides et des transports urbains.

5.14 Au vu des besoins de financement importants dans la majorite de ces seeteurs (a. l'exception
peut-etre des aeroports), les autorites marocaines semblent preferer la concession pure, qui implique la
prise en charge des investissements par l'o¢rateur prive, al'affermage, ou ces investissements restent
acharge de l'Etat. Dans certains cas, il est peu probable que l'on puisse trouver des investisseurs prives
prets afmancer de gros investissements au vu de la faiblesse des montants pouvant raisonnablement etre
per~us aupr~ des usagers: c'est notamment Ie cas des autoroutes. D'autres montages devront done etre
elabores. tel que l'octroi d'une concession au soumissionnaire demandant la plus faible subvention.
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Encad.re 5.1 : Dispositions essentielles des contrats de concession ou d'affennage

Capacit! juridique des coconlractants
Objet de 120 concession (6tendue, port6e, activit6s couvertes, ctc.)
D~fUlition

Dur~ de la concession
Octroi de licences, pennis, etc. n~ssaires
Capital de la soci6t6 concessionnaire (monlant, cessibilit! des actions, etc.)
Ouvrages et installations faisant panic de Ia concession (propri6t6, transfert, etc,)
R~gime de I'occupation du domaine public
R~gime d'cxpropriation pour cause df utilit6 publique: scrvitudes
Realisation de nouveaux ouvrages et installations pendant Ia ¢riode de Ia concession
Mode de passation des march~ par Ie concessionnaire
Sous-traitance - Sous-conccssionnaires
Relations avec Ie foumisseur (e.g, foumiture d'uu ou d'~lectricit6 pour les concessionnaires-distributeurs)
Relations avec les consommateurs/usagers (y compris contrat-type entre conccssionnaire et usagers)
Obligations de r6sultat et cri~res de performance
Obligations de service public (continuit6, non-discrimination. adaptation du service: obligations particuli~res)

Normes 1 respecter par Ie concessionnaire
techniques
de s6curitC, sant6. environnement
financi~res. administratives

R6gime du personnel du concessionnaire
Responsabilire du concessionnaire
Redevanees
Tarifs, formule tarifaire et mode de r~vision de la formule
SUbventions (Ie cas fchCant)
Imp6ts. droits de douane et taxes
Garanties foumies par Ie concblant etlou I'Blat
Garanties et cautions foumies par Ie concessionnaire
Assurances
Dispositions en mati~re de concurrence (mterconnexion, etc.)
Exclusivit6 (champ, dur~, etc,)
Auttes dispositions relatives lla gestion
Comptes de la concession
Amortissement des investissements
Infonnation .... foumir au r6gulateur
Infonnation du public • procMures consultatives
Exercice de contr61es (fmanciers, techniques, etc.) par l'autontE conddante, Ie r~gulateur ou d'autres organismes
Inspection
Audit
PenalitEs et sanctions
Indemni~

ModaJitEs de substitution en cas de defaillance du concessionnaire
Amendcmcnts, modifications des contrats de concession
Mode de renouvellement ou extension de Ia concession (Ie cas ttheant)
Resiliation au dCcheance de Ia concession
CessibilitE de Ia concession (intuitu persolUle, Ie cas ~cheant)

Faitlite au disparition du conddant
Expiration de Ia·concession
Rachat de Ia concession
ModalitEs de retour/tranSfert en fin de concession (actirs, conttats, personnel, fonds de commerce, 0")
Indemnisation due en fin de concession .
Force majeure
M~canismes de concenation entre conc~nt et concessionnaire
R~glement des conflits et Iitiges entre conddant et concessionnaire (y compris arbitrage international, Ie cas ~cheant)

Application des textes legislatifs et r!glementaires
Annexes techniques
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5.15 Dans la mesure ou la technique de la concession risque d'etre largement utilisee au Maroc, il
importe de tirer les l~ns de l'experience du pass6, ainsi que d'experiences en cours au Maroc et dans
d'autres pays pour formuler un nouveau cadre r6gissant l'octroi de concessions et affermages. Ce cadre
definirait les responsabilites des differentes institutions et organismes publics impliques, organiserait Ie
mode d'appel d'offres devant etre suivi par les autorit6s concedantes, etc.<l6

5.16 Une liste non-exhaustive de questions importantes qui se posent dans Ie cadre de la negociation
d'un contrat de concession ou d'affermage et du cahier des charges y afferent est pr6sentee dans l'encadre
5.1 ci-dessus. .

D. Vente d'actions

5.17 L'ouverture au prive par vente d'actions est une technique bien connue au Maroc, ou elle a et6
appliquee dans de nombreuses privatisations. Elle requiert toutefois que l'entreprise 1privatiser soit dejl
constituee sous forme de societe par actions, ce qui n'est pas Ie cas de la majorite des entreprises
publiques d'infrastructure; en effet, une majorite d'entre elles est organisee sous fonne d'etablissement
public. La transformation en societe par actions ou Ie transfert de certaines de ses aetivites a une nouvelle
societe anonyme constitue un pr6alable si 1'0n souhaite choisir la vente d'actions pour privatiser tout ou
partie d'une entreprise publique de droit public.47

5.18 La RAM, la COMANAV et ADM figurent parmi les exceptions. La participation du secteur
prive pourrait done deja s'y effectuer par vente d'actions. Cela dit. une reorganisation du secteur pourrait
s'imposer au pr6alable pour eviter un transfert de monopole (de droit ou de fait) du secteur public au
secteur prive, surtout lorsqu'il s'agit d'activites potentiellement concurrentielles.

5.19 Par ailleurs, la vente d'actions peut etre soumise a autorisation pr6alable du legislateur. En
cffet, en vertu de l'article 45 de la Constitution, "Ies transferts d'cntreprises du seeteur public au seeteur
privett sont du domaine de la loi. La loi de privatisation de 1989 autorise de tels transferts pour les
entreprises dont Ie nom figure en annexe a la loi; ces annexes comprennent une entreprise de transport
(OM-LN, deja privatisee), ainsi que certains actifs dont l'ONCF etait proprietaire.41 Pour les entreprises
dont Ie nom n'a pas etC annexe a la loi de privatisation, la vente par l'Etat (ou les entreprises publiques
actionnaires) d'actions ne devrait etre soumise a autorisation legislative que dans la mesure ou l'entreprise
cesse d'appartenir au sccteur public, notion generalement interpretee par rapport au controle de la
majorite des actions: une entreprise cesserait d'appartenir au seeteur public lorsque la part de ..Etat et
des entreprises publiques dans son capital tombe en dessous de 50%.49

~ Voir ci-dessous Ie chapitre 8 sur l'opportunitC d'une loi regissant la participation privee dans les secteurs
d·infrastrueture. .

Voir ci-dessus Ia section D du cbapitre 2 sur Ia transfonnation d'entreprises publiques.

Voir Ie paragraphe 5.5 ci-dessus.

.. Vautorisation legislative pourrait etre donnee par voie d'amendement de I'annexe lla-!oi de privatisation, ajoul2nt
lesdites societ& lla liste qui y figure (ce rut Ie cas en janvier 1995 de Ia SAMIR et de Ia SCp>, ou dans Ie cadre d'une autre
loi.
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5.20 Une autorisation legislative ne serait done pas requise si I'entree du secteur prive dans Ie capital
n'entraine pas un transfert d'une majorite des actions du secteur public au secteur prive. On peut
imaginer plusieurs scenarios:

I'ouverture au prive se fait lors de la transformation de I'entreprise publique en SA; c'est Ie cas
Ie plus trancqe, puisqu'il est regie par l'article 8 de la loi de privatisation;50
l'ouverture au prive se fait dans Ie cadre d'une augmentation de capital reaIisee par une
entreprise publique sous statut de droit prive souscrite par des investisseurs prives;
l'ouverture au prive se fait dans Ie cadre de la vente au prive d'actions detenues par l'Etat ou
des entreprises publiques; c'est Ie cas de figure qui pourrait etre Ie plus controverse, bien'qu'a
priori, ce type de transaction devrait pouvoir se faire sans autorisation legislative preaIable51•

5.21 Differentes techniques peuvent etre utilisees pour la vente d'actions. II s'agira tantot de
placements prives, tantot d'offres publiques de vente.n Ces demieres ont remport6 un succes certain au
Maroc depuis Ie placement en bourse de CTM-LN en 1993. Une vente d'actions en bourse n'est toutefois
pas recommandee comme premiere 6tape pour les grandes entreprises des secteurs d'infrastructure .et de
services publics. Celles-ei ont besoin d'investisseurs professionnels, et notamment d'o~rateurs

experiment6s (voir ci-dessous, section sur la selection d'operateurs). Rien n'em¢che toutefois, que des
actions soient mises en bourse dans Ie cadre d'une seconde tranche, la premiere tranche 6tant reservee
aun consortium d'investisseurs qui assureront la gestion et Ie redressement de l'entreprise avant sa mise
en bourse.53

E. Liquidation ou dissolution des entreptises publiques

5.22 La liquidation ou dissolution d'une entreprise publique est une technique qui ne s'applique pas
seulement aux entreprises dont l'activite est appelee a s'eteindre. EUe peut resulter du transfert de
l'ensemble des activites d'une entreprise publique au prive, que ce soit parce que l'entreprise publique
n'est pas organisee sous fonne societaire, que Ie gouvemement ait decide de scinder ses activites en
plusieurs entites, ou que sa situation financiere est teUe qu'aucun acquereur ne pourrait etre trouv6.S4

5.23 La liquidation d'une entreprise publique est Ie processus par lequell'Etat (ou autre proprietaire
public) se dessaisit de l'entreprise en transferant la propriete des actifs (et du passif) de l'entreprise plutot
que de l'entreprise elle-meme. La dissolution vise plus particulierement la fm de I'existence juridique
de l'entreprise. Lorsque I'entreprise est un etablissement public, sa dissolution et liquidation requierent
une loi en vertu de l'article 45 de la Constitution et du principe du parallelisme des fonnes. Lorsqu'il

Voir l'article 8 de Ia loi de privatisation. Voir ~galement la section D du chapitre 2 ci-dessus.

51 L'article 4 de Ia loi de privatisation stipule que les transferts vises par cette loi ·s'effectuent soit en suivant les
proc~ures du march~ financier, soit sur appel d'offres. soit en combinant ces deux modali~·.

54 La liquidation tend ainsi 1 ~tre Ia technique de d~sengagementla plus pratique pour tes entreprises pUbliques qui
ne tiennent pas une complabili~ rigoureuse ou dont Ie passif est inconnu, ineertain ou impr~visibleo

,\ n est inreressant de Doter 1 eet ~gard que un bon nombre de participations minoritaires furent inclues dans Ia liste
d'entreprises publiques 1 privatiser (1oi de 1989): it s'agissait principalement de participations dans des eotreprises des secteurs
financier et industriel. allant de moins de 10% 1 pres de 50%.

Voir ~galement la section 0 du chapitte 7 ci-dessous sur Ie fmaneement priv~ local.$I

I
I
I
I
I
I



-.
- 34-

s'agit d'une societe anonyme (e.g. RAM ou COMANAV), une decision de I'assemblee generale
extraordinaire des actionnaires pourrait suffire (application du droit conunercial commun), mais dans la
mesure ou la liquidation resulte en un transfert de l'entreprise au secteur prive, l'article 45 de la
Constitution pourrait trouver as'appliquer et une loi serait alors requise. En ce qui concerne les regies
municipales, leur dissolution et liquidation ne peut se faire qu'en respectant la forme qui avait ete retenue
pour leur creation, asavoir par deliberation du conseil conununal ou du comite de syndicat de communes,
approuvee par I'autorite de tuteUe5s.

5.24. La liquidation est la technique de desengagement privitegiee dans de nombreux pays, dont Ie
Mexique dans la phase initiale de son progranune de desengagement et la plupart des pays d'Afrique sulr
saharienne. EUe permet souvent un desengagement rapide et efficace en echappant aux formalites et aux
complexites de la faillite. En effet, la faillite, qui ne peut normalement s'appliquer qu'aux entreprises
organisees SOllS forme societaire, requiert l'intervention des tribunaux qui gereront ou du moins
superviseront toute la procedure. Au terme de la liquidation, et al'encontre de la faillite56, Ie proprietaire
public reste toutefois generalement tenu de toute dette de I'entreprise restant due.

5.2.5 En vertu du principe de la continuite du service public, lorsqu'il s'agit d'une entreprise
prestataire de service public, sa liquidation ne peut intervenir qu'apres reprise de l'activite de service
public par une autre entite (publique ou privee). Dans Ie cadre d'une privatisation, la liquidation ne peut
en principe avoir lieu que lorsque Ie transfert au repreneur prive est completement realise et que Ie
service public fonctionne normalement.

F. Participation des salaries et cadres

5.26 QueUe que soit la technique de participation privee choisie, it importera d'examiner dans queUe
mesure les salaries et cadres de l'entreprise pourront y etre associes. Differentes techniques ont ete
utilisees a cet effet, qu'il s'agisse de la sous-traitance de certaines activites a des employes quittant
l'entreprise, ou l'octroi d'actions gratuites ou aconditions preferentieUes dans Ie capital de l'entreprise.
La participation au capital des salaries et cadres peut leur fournir des incitations materieUes a une
meilleure performance de I'entreprise et faciliter leur adhesion aux mesures que ceUe-ci devra prendre
pour demeurer competitive et rentable. Le progranune de privatisation marocain comprend une teUe
participation dans des conditions flXees par decret (en vertu de I'article 7 de la loi de privatisation). Les
avantages d'une teUe participation sont particulierement importants dans Ie secteur des services et pour
les activites necessitant beaucoup de main d'oeuvre, et donc pour une majorite des secteurs couverts par
la presente etude. EUe peut utilement completer, mais ne remplace toutefois pas la presence
d'investisseurs strategiques.

55 Certaines I~ns devraient pouvoir ~tre tides de ..experience marocaine, et notamment de la dissolution de Ia r6gie
des transports urbains de Tanger, dissoute en 1990 pour faire place 1 de nouveaux operateurs priv6s.

16 Une grande majori~ des dettes et obligations d'entreprises publiques organis6es sous fonne soci!taire et contrOI6es
par I'Etat, telles que RAM, ADM ou COMANAV. sont toutefois probablement garanties par I'Etat, explicitement ou
implicitement. Une procMure de famite n'affecterait pas cette garantie.
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Concessions in the Waste and Ports Sectors

II. Legal and Financial Aspects

Governments frequently use concessions when they wish to:

I. Preliminary Project Evaluation

Price Waterhouse LLP1

Among the considerations for a private investor to enter a market are the legal and financial
conditions ofthe country. Frequently, national legislative change is necessary to allow for private
participation in infrastructure industries. This would be an issue for either waste or ports
privatization, as well as more sector specific concerns. The most important concern for waste
privatization is the authorization ofmunicipalities to enter into agreements with private sector

Concession contracts include factors directly related to the financial benefit of the project to the
concessionaire, such as tariffs, license fees, and investment requirements. These mechanisms can
be used to provide incentives for the concessionaire to behave in keeping with government
objectives.

• stimulate sector specific private investment
• improve efficiency through private sector management
• diversify commercial risk
• retain asset ownership

In the ports area, concessions are frequently granted to private sector operators of cargo,
specialty cargo, or container terminals. Ports concessions are alternatives to full privatization,
where cargo facilities are sold as going concerns to private operators. In the waste sector,
concessions are the most common fonn of private sector involvement. Factors to be considered
in deciding on a concession style privatization include government privatization policy and civil
law framework.

Concessions represent a fonn of private sector participation in which the government sells to the
private sector investor (concessionaire) the right to operate a certain business. Concessions are
typically used where the business is considered to be either a public good or infrastructure. The
concession process has the advantages of tailoring deal specifications via the contract and of
enabling private sector participation without transferring assets to the private sector. Concession
contracts are typically long-term and require some level ofgovernment oversight for enforcement.
Exhibit I presents a checklist for issuing a concession.

The objective of this technical guide is to describe the principle steps and fundamental issues
invloved in the establishment of concession contracts in the waste and ports sectors.
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ID. Introduction of Competition

Concessions in the Waste and Ports Sectors

• Inter-port competition: Inter-port competition includes both international competition as
well as competition between different ports in the same country.

operators. This is because most waste privatizaton is undertaken at the municipal level, rather
than nationally.
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Price Waterhouse LLP2

• Competition for the market: This form of competition involves successively rebidding an
exclusive contract. It might include such functions as berth maintenance, cargo handling,
or services to ships. Competition for the market enables operating companies to realize
economies of scale, thus making the market more attractive.

• Inter-company competition: This is observed largely in the cargo handling market
segment. Different companies would have facilities to handle cargo and would compete
with each other to attract business from the carriers. This model has been used less widely
than the other models.

The nature ofcompetition in the waste and ports sectors may vary based on market requirements.
There is a distinction between competition in a given market and competition for that market. In
the first case, multiple providers offer service in the same market and compete with each other
directly to attract business from specific customers. The latter, competition for a market, is one
where alternative providers compete for concessions but concessions are only granted to one
provider at a time.

Linked to decisions about introducing competition are decisions regarding target sector structure.
Sector structure issues include vertical integration as well as the number of competitors to be
authorized. In the ports sector, there are three main models of competition:

Other national initiatives of concern for privatization also apply to waste and ports concessions.
These include tax policy, requirements for local partners, the foreign investment code, and the
sophistication of the civil law framework. Non-legislative concerns over exchange rate stability,
availability of foreign exchange, and permitting risk are also likely to affect investor interest.

Among the important aspects of the legal environment for ports privatization is labor law. When
the Government ofPeru ended its state owned monopoly controlling port labor in 1991, labor
costs in ports dropped 76%. Legal protections for labor as well as operator flexibility with
respect to labor force management are almost universal issues in ports privatization. Other
concerns for ports management include laws governing imports, anti-trust, corporate
reorganization, and sale ofassets.



Concessions in the Waste and Ports Sectors

Decisions about target sector structure and number of operators should balance several factors:

• Geographic market definition: Geographic definitions are a greater issue for the waste
sector than the ports sector. Waste management is frequently addressed at the local level,
so identifying the specific community(ies) of interest defines the size and dynamics of the
markets to be served. Ports concessions are typically done by port, offering a more
natural market definition.

Within the waste sector, some differentiation is made between waste collection and landfill
management. The first decision to be made in introducing competition in the waste sector is
whether a single company may manage both collection and landfill operations, or whether these
functions should be managed separately. Since each of these areas may have either single or
multiple operators, there are a number ofoptions open to waste authorities.

2..17

Price Waterhouse LLP3

• Sector dynamics: The specific composition of services to be provided sheds a great deal
of light on the economics underlying a concession contract. In the waste sector, a waste
stream analysis is generally used to identifY the magnitude and composition ofwaste
services for a given area. The results of the waste stream analysis may be used to project
business conditions for the concessionaire. Similarly, a ports environmental assessment
would identify the political, economic, social, operational, and technical factors defining
the concessionaire's operations.

• Regulatory authority: In both ports and waste, the strength ofthe regulatory authority is
critical to successful introduction ofprivate sector participation. The stronger the
regulatory authority, the easier it is to centralize operations, whereas broader competition
mitigates the need for regulation. For example, competition within the waste collection
sector may be implemented via multiple contracts with a local authority or by allowing end
users to select their own waste removal service provider. The capacity ofa local authority
to manage competing contractors needs to be considered in deciding at what level
competition is implemented. In the ports sector, inter-company competition would keep a
cap on prices, reducing the need of tariff setting regulation, which would be carried out by
a Rates Commission. Such competition would, however, also increase the demands on
the Port Authority, which would have to oversee safety and quality conditions for a

• Market size: Attracting competitors may be difficult in sectors historically dominated by
government. Competitors in smaller markets may need the economies of scale associated
with exclusivity to provide sufficient profitability_ Conversely, if other operators are not
permitted to compete in the market, then there might not be other players to compete
when a new concession is tendered. In the European ports sector, increased competition
during the past 20 years is considered to have resulted in overcapacity and fragmented
investment.
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IV. Elements of the Contract

Concessions in the Waste and Ports Sectors

Key contract provisions include:

greater number of operators. While regulatory dynamics may need to be modified to
accommodate differing levels ofcompetition, government's ability to appropriately
regulate should be considered in determining competition levels.
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Price Waterhouse LLP4

• Term and renewal options: Concessions are typically long-term, but may have buy-out
or renewal clauses which can be structured to reflect market structures, such as a 30 year
contract with periodic rebids. The purpose oflong-term concessions is to allow operators
to recover the substantial amount of investment they are expected to make during the
early years. Renewal or rebid options maintain competitiveness in the concession process,
while still providing a mechanism for investment to be recovered. There are no hard and
fast rules about concession terms. Although many ports concessions range from 20 to 25
years, a recent concession in China had a 50 year term. Smaller investment requirements
might justify shorter terms for waste concessions. In Bolivia, a recent waste concessions
had a 5 year terms (plus a 90 day start-up period) with optional 5 year renewals. The
renewal option provided an incentive for high quality performance.

Once sector structure decisions are made, the government must decide how many competitors
should participate in a sector, what the timing ofcompetition is, and how to phase in competition.
Exclusivity is a key issue in any concession and needs to be spelled out in the contract. While
most ports and waste type concessions have been exclusive, competition can be introduced with
or without an exclusivity period. Advantages to government of an exclusivity period for
competitive services are to making the concession easier to sell and to allowing higher investment
requirements.

Concession contracts should be structured to promote incentives for efficiency, operational
autonomy, and accountability. Mechanisms for providing operational incentives are exclusivity,
concession term and renewal options, and tariffs. The operating framework is established in
contractual provisions outlining the regulatory regime and technical specifications. Accountability
is supported through quality control provisions, dispute resolution procedures, and any structure
ofbonuses and penalties which may be used.

• Government policy: General government policy regarding competition, liberalization, and
sector structure will necessarily flow down into sector specific decisions. For example,
the privatization ofPort Kelang in Malaysia was part ofa government-wide privatization
campaign. The overall privatization policy stemmed from Prime Minister Mahathir's belief
that government's obligations to fund public enterprises was responsible for economic
cnSlS.



Concessions in the Waste and Ports Sectors

Technical Specifications: Technical specifications may be incorporated directly into a
concession contract or a standardized set of specifications may be used. The degree of
specificity for technical requirements will vary depending on the country experience in the
sector and the amount ofcompetition available. Technical specifications carry with them
implicit investment requirements. If the concessionaire needs to make investments to meet

Tariffs: Tariffs represent the rates charged by the infrastructure provider to the end users.
In the case of ports, cargo handling tariffs are charged to the carrier, who collects them
from the end user. In the waste sector, tariffs are payable to the concessionaire by either
the municipality or by the end user, depending on how the concession is structured. Initial
tariffs are generally negotiated during concession award and incorporated in the contract.
Tariff changes may be addressed by specifying an index which tariffs may follow or
leaving tariff changes to the discretion ofa regulatory body.

Concessionaires for ports will likely be subject to regulation from the Port Authority as
well as possibly from a Ports Rates Commission. A ports concession contract would
explicitly state the concessionaire's rights and obligations relative to either or both
regulatory bodies. The most important regulatory function for waste concessions is
agreement on the weight of the waste collected. Since the municipal government is often
the customer, it is unlikely to perform regulatory functions with impartiality. Therefor~,

most waste concession contracts specify the weight measurement on which payments will
be based.

Price Waterhouse LLP5

Regulatory Framework: The concessionaire must comply with the prevailing regulatory
framework. This framework may be explicitly incorporated into the contract or may be
incorporated by reference to documents promulgated by a regulatory authority. One of
the advantages of concession-style privatization is that the contract mechanism facilitates
regulation where regulatory authorities are weak or non-existent. Therefore, the contract
may specify only that the concessionaire is subject to regulation by an established
regulator or it may spell out a regulatory regime unique to that concession and enforceable
through contract law.

Exclusivity: Exclusivity provisions in the concession contract must reflect long-term
decisions embodied in sector policy. Ports concessions in smaller or less developed
markets tend are more likely to be exclusive than in larger markets for two reasons. First,
larger markets have greater traffic to justify additional operators without risking
overcapacity. Second, larger port cities are likely to have more operators bidding for
concessions. Exclusivity for waste concessions is also difficult to determine a priori. In
Bolivia, the decision to award one vs. two concessions was deferred until after the results
of the solicitation process were known.

•

•

•

•
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Concessions in the Waste and Ports Sectors

the technical specifications, the magnitude of investment is less important to the
government than the result in practical terms.

Less detailed specifications have the advantages ofadministrative ease and market
sensitivity. When the Malaysian Port Kelang was privatized, throughput increased by 32%
during the first two years. Despite less then expected growth, the privatization was still
considered to be a success, based on market conditions. First, the shortfall was demand,
not supply driven (Le., global recession limited the volume ofimports/exports) and,
second, productivity increases enabled the port to compete successfully on international
markets.

Bonuses/penalties: Bonuses and penalties may be added to the concession to provide
incentives for excellent performance on certain dimensions, such as timely investment,
rapid improvements in service quality, or entry into new markets. In the Bolivia waste
contract, penalties were used to prevent such actions as accepting bribes, abandoning a
vehicle, failure to meet contractor obligations, picking or selecting materials form the
waste set out for collection, inappropriate use ofvehicles, or failure to maintain
equipment.
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Dispute resolution: Dispute procedures should be set out in the contract and should
include points ofcontact within organizations, the role of a regulatory agency in resolving
disputes, and procedures for legal resolution. Issues to be addressed in legal resolution
include forum selection (where the dispute will be resolved) and choice oflaw (which law
the forum will use). This issue is sufficiently prevalent across sectors and across countries,
that the it has been addressed in the Francophone Afiica Model Agreement, which
provides for disputes being resolved "... by an arbitration board ofthree judges, one
appointed by the State, another appointed by the Concessionaire, and a third appointed by
mutual agreement ofthe parties...Arbitration proceedings shall be conducted in French,
according to the conciliation and arbitration regulations of the International Chamber of
Commerce ofParis, France."

•

•



IV. Draft Contract

I. Decide to use concession

II. Assess Legal and Financial Implications

ill. Define Competitive Regime

Assess interest ofmajor operators
Market transaction to major operators
Distribute draft contract
Solicit financial proposals

Concessions in the Waste and Ports Sectors

Steps in Implementing a Concession
(steps should be performed in parallel)

o
o
o
o

o Review relevant legaVregulatory framework
o Review taxation implications
o Identify local contentlpartnering requirements
o Review foreign investment framework

o Approve technical specifications
o Approve pricing regime
o Specify regulatory compliance requirements
o Specify competitive regime
o Identify other provisions (e.g., penalties, dispute resolution)

o Determine how competition will be implemented
o Specify timing ofcompetition
o Specify mechanisms for introdudng competition
o Specify target number of competitors

o Define government objectives
o Define project
o Conduct preliminary investigations
o Assess financial feasibility
o Allocate risks

v. Conduct Solicitation

Exhibit I.
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Introduction I

PIRINDIA WATER CASE STUDY (pART A) : ENTRY CONDITIONS

PirindJa's Economy and Financial Markets

1Price Waterhouse LLP

'This case study was developed by Price Waterhouse UP for the Private Participation in Infrastructure (pPl)
Principles and Techniques Seminar given for the World Bank Group. The case is meant to serve as a basis for
class discussion rather than to illustrate either effective or ineffective handling of a business scenario. The
authors of the case wish to thank the World Bank's PPI Group for obtaining information necessary to write the
case. Sources for this case include World Bank and concessionaire analyses of the actual case upon which
Pirindia is based. Names in the case have been fictionalized for teaching purposes. Further use of the case is
prohibited without pennission from Price Waterhouse UP and the World Bank's PPI Group.

Before submitting their letter of interest, the Purewater Board of Directors reviewed projections of
Pirindia's economic performance and political prospects for the next several years. The 1989
presidential election of moderate Jaime Blanco helped reverse the decades-long trend of statist
intervention perpetrated by Pirindia's military rulers. Mr. Blanco was looked upon favorably by all

Late in the evening in February 1991. C.W. Tortolli, Undersecretary of Public Works for the MPW
in Pirindia. considered an unsolicited expression of interest submitted by a consortium of leading
European water providers. led by Purewater (see Exhibit 1 for excerpts from the consortium
transmittal letter). In keeping with its global operations strategy. Purewater expressed interest in
managing all aspects of the water supply and sewerage systems for the metropolitan area of Piritown,
Pirindia's capital. The consortium also suggested a gradual expansion and upgrading of the city's
water and sewerage services.

Mr. Tortolli knew Purewater; the company bad experienced previous success with sewerage and water
concessions in developing countries. Despite the cost of the Piritown system's investment needs.
estimated by the MPW to be US $3-4 billion over a 25 year period. the strong revenue prospects from
satisfying umnet water and sewerage service demand. coupled with strong GDP growth projected for
the next five years, enticed the consortium to establish a presence in the region. The Purewater group
knew that out of a total population of almost 9 million in metropolitan Piritown. only about 6 million
had houses with piped water connections; of these. only 5 million had access to public sewerage
systems. It was expected that the population in the metropolitan area would grow at a rate of .5% per
annum for the next thirty years. The per capita water demand was estimated at 400-500 liters per day:
twice the average for well-managed systems.

An UnsoUcited Expression of Interest

On July 26th 1991, the Privatization Committee for water and sewerage works in the Republic of
Pirindia met for the first time to consider options for private participation in that sector. The
formation of the Committee was a response to badly needed capital investments and efficiency
improvements, as well as an expression of interest made by a major international water and sewerage
service operator. Purewater. With the World Bank and the Ministry of Public Works (MPW)
advising,the Committee e~ined alternatives...
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Privatization

levels of Pirindian society and was determined to push through economic reform. His popularity led
many analysts to believe that he would also be the front-running candidate in the next presidential
election due in 1995.

In order to control its public fmances, Pirindia needed to rid itself of expenditure programs which
sustained inefficient publicly-owned enterprises (PEs). This rationale, along with encouragement from
the World Bank, became the impetus for a widespread privatization program which entertained much

,,:-."

In tandem with its economic reform. Pirindia initiated a privatization program in 1990. At that time, it
became apparent that the key to Pirindia's economic adjustment was improved public finances and the
need to improve the efficiency of Pirindia's utilities. But the improvement could not come from simple
wage repression. since that tactic had repeatedly proven unsustainable.
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2Price Waterhouse UP

Although the country's stockmarket capitalization rose significantly from 1990, largely due to an
influx of foreign investnient resulting from the privatization program. it was low compared to many of
its middle income counterparts (see Exhibit 2). Furthermore. barely 40% of the stoclanarket was
tradeable since many shares were controlled by family owners. Combined, these factors limited
recourse to domestic fmancing for large capital investments.

Despite the GoP's increasing fIScal prudence since 1989 (inclUding a balanced federal budget in 1991),
domestic savings rates remained low and capital markets relatively thin. Bank loans in 1990 amounted
to less than 20% of GDP, compared with 70% in other upper-middle income countries. Interest rates
also remained high, on average 30% p.a in 1991., to combat inflation and to keep the zip on par with
the dollar. Due to the existing high interest rates and large levels of public debt accumulated in past
years. the GoP preferred to attract private. preferably international. capital to finance long term
investments.

By pegging its currency (the zip) to the dollar in early 1991, the GoP demonstrated its commitment to
prudent fiscal policy. With the zip's full convertibility and the exchange rate pegged at a $1:lz parity,
the GoP no longer had the option of printing zips to finance its deficit. Both the dollar-zip parity and
the ending of exchange rate and capital controls allayed investor concerns about exchange rate risk for
dollar denominated investments. Foreign direct investors and concessionaires also received a one year
tax holiday.

Economists forecasted stable annual inflation, around 10%, over the medium term - a remarkable
tum-around from the days of hyper-inflation in the 1980s. Moreover, analysts predicted real GDP
growth at 7% p.a. for the same period (see Exhibit 2 for a summary of key macroeconomic and
financial indicators). Much of this optimism resulted from the GoP's successful strategy to reduce its
foreign debt and diminish the overall public sector deficit. The World Bank classified Pirindia as an
"upper" income country which, among others, included: Korea, Brazil, Hungary, Mexico. and
Argentina. --



Key Problems with MPW's Water and Sewerage Operations

'The sale of the national airlines. Pirairia. provided GoP with USS 260 million in cash plus the buy-back of
USS 2 billion in external debt.

lOf the 18 fmns which subsequently controlled 60% of the newly privatized enterprises. 7 were Pirindian
and 11 were foreign.

3Price Waterhouse UP

• Only 20% of connections had meters. Of these. few were monitored for billing purposes.
Despite the lack of metering and customer accountability for consumption. the average tariff rate of $.40/m3

came closer to covering operating and maintenance costs than the tariffs of some neighboring countries. Alandia.
for example, charged an average water tariff of S.04/m3•

• Commercial/Financial. Demand management proved futile since neither treated nor consumed
water was metered·. In most cases, water charges were based on lot size and property value.
regardless of the amount consumed. These practices created losses for MPW. The estimate for
1991 was an operating loss of $7,000.000. However. the quality of existing financial and
operational information was poor. Revenues could not be audited; fmancial projections and
estimates of water consumption and demand reflected ball-park estimates.

• Technical/Operational. More than 50% of the water produced was unaccounted for (compared
with 10-20% in well managed systems). Much of this resulted from physical losses due to old
pipes which were neither replaced nor maintained for a very long time.

Despite repeated attempts to improve the efficiency of the MPW, overall performance remained
unsatisfactory. Main problem areas included:

Most of the sewage collected by the network - approximately 2.2 million m3/day_ was returned,
without any prior treatment, to the Ongo river (downstream of the two main water intakes). Untreated
domestic and industrial sewerage was also disposed of into several rivers crossing the area and
eventually discharging into the Ongo river, in some cases upstream of the water intake. Only a very
small percentage of the sewage collected in the area underwent treatment, in one wastewater treatment
plant which was poorly operated.

The magnitude of the MPW system was indicated by the huge extension of its water distribution
network (some 11,000 kih) and sewerage collection (more than 7,000 km). Operations consisted of
two water production and purification plants. one of which was among the largest in the world, which
had a combined capacity of 3.6 million m3 lday.

popular support, as well as foreign investor interest.2 By 1991, the country successfully privatized
numerous PEs, and initiated or completed privatization of several public utilities, including power and
telecommunications, and the national airlines. Revenues from the sales provided a financial cushion
while fiscal reforms took hold and the economy began to stabilize.3 However, the speed of the
privatizations often outpaced the creation of a regulatory framework for the newly privatized utilities.
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Mr. Tortolli felt that Purewater's inquiries seemed reasonable. However, he realized that if private
participation advanced, these investment pre-conditions could become potential sticking points with the
GoP. existing management and labor unionS.

• Next, Purewater stated that they, as well as other international investors, perceived the current
policy against cutting off water services in the event of non- payment as an operating risk.
Only a policy which allows cutting off the service in the event of non-payment can eliminate
payment defaults and reduce payment delays.

."

Ineffective collection and billing practices also created commercial losses. Laws prohibiting
cutting off water services in the event of non-payment did not permit sufficient revenue
generation for either expansion of service or for protection of the environment against
contamination by untreated sewage'discharges. From 1981 to 1991, the MPW's annual capital
investments averaged less than US $20 million per year - a small .~ount for a system that
size.

• Human/Institutional. The MPW water and sewerage works had a staff ratio of 8-9 employees
per 1000 connections, in comparison with 2-3 employees per 1000 for an efficient water
company. Many of the staff were political appointees, with little technical ability. The MPW
also simultaneouSly operated and regulated itself - there was no independent regulatory
agency.

• Environmental/Social. Those who were not connected to the system, disposed of sewerage
through cesspools and septic tanks which endangered groundwater. Those who were connected
discharged untreated sewerage into the Ongo river, contaminating the main sourCe of potable
water for the city. In addition, nearly 3 million people were without connection to the water
supply system.

Purewater's Investment Concerns

In its statement of interest, the Purewater group identified four key pre-conditions for participation in
a water and sanitation concession:

• First, Purewater sought assurances that they would eventually be able to charge a tariff which
covered all operating and investment costs.

• Secondly, because there was no water regulation authority in place at the time of their
expression of interest, the group required a mutually acceptable system of mediation, as well
as an established regulatory entity with which it could work.

• Finally, Purewater required assurance about Pirindia's existing social safety net plans to
finance labor redundancies resulting from privatizations.

Price Waterhouse UP 4
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Following Mr. Tortolli's call. Mr. Serlin wondered whether Purewater's expression of interest
signaled a change in events. How could the Bank facilitate greater private involvement in the water
and sewerage system? What would now be the timing of the restructuring? How would the private
sector participate? What attitude should be adopted with respect to unsolicited proposals/expressions of
interest?
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The Bank's Role

As a first step to evaluating Purewater's expression of interest, and fonnulating an appropriate
response for the European investor group, Mr. Tortolli decided to solicit the opinion of Mr. Geddy
Serlin. Task Manager at the World Bank. Mr. Serlin had been involved with Pirindia's water supply
system since 1986, when the Bank's first water supply loan to Pirindia became effective. Since that
time he oversaw technical assistance projects (primarily operational improvement studies and fIXed
asset assessments) which identified solutions for Piritown's operational and financial losses.
Preliminary technical assistance underlined the need for (i) rehabilitation of the water network in order
to curtail existing water l~s and (ii) expansion of water and sewerage network in order to meet
present and future unsatmied demand.

Mr. Serlin knew that with over 3 million people without adequate water supply and 4 million without
adequate sewage disposal in metropolitan Piritown. new investments for expansion of service. major
rehabilitation of existing facilities. as well as radical changes to provide adequate operations and
maintenance (0 & M) to the system could not wait. Mr. Serlin had therefore encouraged the GoP to
move forward with operational restructuring. The Bank would be able to provide additional technical
assistance funding for a rehabilitation and expansion study, however. it would not be able to fund
capital investments. Because of the Ministry·s tight budget and Pirindia's thin capital markets in 1989
and 1990. the MPW was not in a position to begin the necessary improvements.

Resistance to Private Participation

Mr. Tortolli knew that any fonn of private participation in the sector was certain to bring contention
on many fronts; and would therefore have to build consensus. For instance. Metropolitan Piritown's
municipal and regional governments would surely demand input in matters relating to water and
sewerage privatization in their jurisdictions.' Mr. Tortolli did not want to repeat the experience of
neighboring Alandia. where the bidding process for a water concession collapsed due to in-fighting
among the municipal govemments who jointly_owned the assets. As a result. potential private
operators became distrustful of the negotiatorS representing Alandia's municipalities.

Another element of resistance was public works water and sewerage employees, and their
representative unions. who disdained the idea of a foreign private company exercising management
authority. The water works was widely believed to be overstaffed. Consultant's studies and World
Bank estimates suggested that the current water and sewerage services staff of 7.600 could be
effectively halved without sacrificing efficient service.

S Both municipal and regional governments resided within the metropolitan area of Piritown and often felt
they were left without a voice in Piritown's federally-managed water sector policies.

Price Waterhouse UP 5



Tlte Formation of the Privatization Committee

A second option was a concession model in which the concessionaire enjoyed the use rights of the
existing facilities and equipment necessary for the provision of service. without actually asswning their
ownership. Finally, management contract and leasing options were considered.

To increase the acceptability of his initiative, Mr. Tortolli assembled an 11 member Privatization
Committee, composed of MPW officials, labor unions, and representatives of three levels of
government (national, regional. municipal). The broad representation of the Committee. along with a
requirement for unanimity for all voting procedures, helped to build politi:cal consensus among all
parties involved. Although this measure helped consolidate support for the need for privatization, the
central question remained, "what fonn should private sector participation take?".

On July 5th 1991 t t1)e Minister of Public Works approved Mr. TortolIi's initiative to create a
committee that would evaY'uate private sector participation in Piritown's water and sewerage provision,
but not without stipulations. The Minister believed that MPW should do its utmost to incorporate into
the process those parties who would most likely be resistant to the idea of private participation. In
particular, he thought the waterworks unions should have a say in the privatization preparation
process. especially if massive employee lay-offs were foreseen.
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Ultimately, three options were considered. One was an asset privatization, an approach adopted for
other public services in Pirindia (electricity, gas, telephone). This was also the model adopted for
water provision in the United Kingdom. Mr. Tortolli had enjoyed an opportunity to see and hear
about the UK experience during a recent tour sponsored by the British government. Though the UK's
franchising method conformed with Britain's political currents of the time and historical factors,
officials told Mr. Tortolli that the resulting high post-privatization water prices met with resistance
from many consumers. Post-privatization price hikes primarily resulted from: (i) subsequent Be
directiVes, calling for improved water quality and provision standards. requiring larger than expected
capital investments and; (ii) the private operator's need to raise tariff's to offset the large initial outlay
required to buy the water franchise.

Given the cost associated with restructuring and the amount of capital investment required for
Piritown's existing water and sewerage services, Mr. Tortolli believed he had a case for convincing
the GoP that private-sector provision of water and sewerage services was the best alternative. Upon
the suggestion of Mr. Serlin. Mr. Tortolli urged the GoP to use the existing political window of
opportunity. created by the success of other utility privatizations, to build public consensus for the
potentially contentious water services privatization.



Dear Mr Tortol1i:

February 7, 1991

• A tariff rate covering all operating and investment costs;

7Price Waterhouse LLP

• An established regulatory agency, and mutually acceptable legal recourse mechanisms, through
which contract disputes can be resolved;

Pirindia's rebounding economy and successful privatization program provide the Purewater group with
a promising environment in which to operate. However, prior to our participation in this badly
needed rehabilitation, we require that entry conditions be conducive to private participation. The
following conditions are pre- requisites for our involvement:

It is in this context that we express interest in the restructuring and rehabilitation of Piritown's
waterworks system once it is officially opened to private participation. Our track record and proven
technologies make us a leading candidate to work with the waterworks authority and the MPW in
providing a more efficient and modernized water provision system. Furthermore, we possess strong
working relationships with international investors and global commercial banks. These ties will allow
us to access financing necessary for the investments required to rehabilitate Piritown's existing
delivery systems and to meet current unsatisfied demand in the metropolitan area.

Exhibit 1
Excerpts from Expression of Interest

Pirindia Water and Sewerage Provision

Our forte has been providing concession-based services in Europe, where we have helped govermnents
restructure and rehabilitate operations, as well as launch long term capital investment programs. While
our experience is mostly in operating water and sewerage systems in Europe, we have recently
branched out into developing regions. Our record speaks for itself, and we would be happy to provide
you with a list of qualifications for our specific member companies as well as for our consortium as a
whole.

We are a consortium of companies dedicated to providing top-quality water and sewerage services
worldwide. Our four-member consortium led by Purewater currently manages water services in over
forty municipalities in five countries.

Mr. C. W. Tortolli ...
Undersecretary of Public~orks,Ministry of Public Works
Government of Pirindia
Piritown, Pirindia
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• A change in the current policy which disallows service cut-offs in the event of non-payment.

• A GoP financing plan for labor red~ndancies resulting from privatization.

Upon fulfillment of these conditions, we respectfully request your consideration should MPW put
forth a water concession tender. We are prepared to move quickly with the drafting of a
business/investment plan. However. we first need to be assured of the GoP's commitment to the
specified prerequisites for investment. The rehabilitation and restructuring of Piritown's water and
sewerage services is a complex challenge. We look forward to the opportunity to meet this challenge
and work closely with the government of Pirindia to advance the goals of private sector participation
"th ..m e economy.

Sincerely.

Pierre Otto
Managing Director
Purewater Consortium

Price Waterhouse UP 8
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GDP Growth

Price Waterhouse LLP

Inflation: Change in Consumer Price Index

9

96,373 2

Year % Change in CPI

1990 2314.0

1991 171.1

1992* 24.9
*forecasted

Year GDP('ooo) $US %Real Growth p.a.

1989 "9"9 68,997,000 -.3%

1990 105,440,000 -.5%

1991 189,216,000 5.0%

1992* 228.512.000 7.0%

orecasted

Exhibit 2
Key Macroeconomic and Financial Market Indicators

Pirindia: 1991

o 20,000 40,000 60,000 80,000 100,000 120,00
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US$Millions

*

1991 Stockmarket Capitalizaiion: Pirindia and Selected Upper-Middle Income Countries
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Aggregate PricelEamings Ratios on the Pirindian Stockmarket

Number ofCompanies Actiyely Traded on Pirindia Stock Exchange

Exhibit 2
Key Macroeconomic and Financial Market Indicators

Pirindia: 1991 (continued)

Other Stock Market Facts:
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Pirindia (part A)-Entry Conditions: Assignment 1 (ream A)

Assignment 1

Team A

You are Mr. Serlin. Mr. Tortolli has asked you to help him and Privatization Committee members
think through the issues involved in attracting private sector participation for the provision of water
and sewage services in P-i.rindia. You think that this unsolicited expression of interest is an excellent
start. Private sector participation could fmally shift the burden of the long-needed operational
restructuring from the public to the private sector.

Despite many setbacks. you believe that it was because of your continuous efforts in private sector
development that the Ministry recognized the need for private participation in water/sewerage
provision. This is your first opportunity to help them think about how they structure private sector
participation in infrastructure services. Your memorandum should address the following issues:

1. The GoP seems intent on following suit with previous private participation in infrastructure by
privatizing its water provision services . You believe an outright privatization of water and sewage
service would be preferable to a concession arrangement or a management contract agreement. Outline
~e benefits and potential risks of this choice.

2. Outline how the MinistrylPrivatization Committee canlshould address the concerns raised by the
investor group.

3. Based on the letter in Exhibit 1, highlight any information/questions Mr. Tortolli should raise
with the Purewater consortium.

4. What issues are of primary concern to the Bank in this initiative?

5. Do you think going ahead with the unsolicited bid is a good idea. or should you push for "
competitive bidding? In what cases do you think one option might be preferable to the other?

6. What should be the sequence of decisions/reforms?

7. Imagine that the country in question is not Pirindia but Riskistan. a country characterized by
chronic political and economic instability. a worthless currency and a weak legal system. How, if at
all. would your approach to the above questions differ?

Selected participants will be asked to summarize their PPI options memo for the Privatization
Committee.

Price Waterhouse LLP



Pirindia (Part A)-Entry Conditions: Assignment 1 (Team B)

Assignment 1

TeamB

You are Mr. Serlin. Mr. Tortolli has asked you to help him and his government think through the
issues involved in attracting private sector participation for the provision of water and sewerage
services in Pirindia. You think that this expression of interest is an excellent start. Private sector
participation could finally shift the burden of the long-needed operational restructuring from the public
to the private sector.

You believe that it was because of your continuous efforts in private sector development that the
Ministry recognized the need for private participation in water/sewerage provision. This is your first
opportunity to help them think about how they structure private sector participation in infrastructure
services. Your memorandum should address the following issues:

1. You believe a concession arrangement for water and sewage services would be preferable to a
management contract or an outright privatization. Outline the benefits and potential risks of this
choice.

2. Outline how the Ministry/Privatization. Committee can/should address the concerns raised by the
investor group.

3. Based on the letter in Exhibit, highlight any information/questions Mr. Tortolli should raise with
the Purewater consortium.

4. What issues are of primary concern to the Bank in this initiative?

5. Do you~ going ahead with the unsolicited bid is a good idea, or should you push for
competitive bidding? In what cases do you think one option might be preferable to the other?

6. What should be the sequence of decisions/refonns?

7. Imagine that the country in question is not Pirindia but Riskistan, a country characterized by
chronic political and economic instability, a worthless currency and a weak legal system. How t if at
all. would your approach to the above questions differ?

Selected participants will be asked to summarize their PPI options memo for the Privatization
Committee.

Price Waterhouse UP
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Pirindia (part A)-Entry Conditions: Assignment 1 (Team C)

Assignment 1

TeamC

You are Mr. Serlin. Mr. Tortolli has asked you to help him and his government think through the
issues involved in attracting private sector participation for the provision of water and sewage services
in Pirindia. You think that this expression of interest is an excellent start. Private sector participation
could fmally shift the burden of the long-needed operational restructuring from the public to the
private sector.

You believe that it was because of your continuous efforts in private sector development that the
Ministry recognized the need for private participation in water/sewerage provision. This is your first
opportunity to help them think about how they structure private sector participation in infrastructure
services. Your memorandum should address the following issues:

1. You believe that the lack of reliable information on the existing operation does not allow the
adequate preparation of bidding documents for a concession. You also believe that basic
improvements of various technical and financial aspects of the operation should be carried out urgently
to increase its attractiveness for private sector participation. Therefore, you are in favor of a
management contract, to be followed by a more advanced option such as a lease or a concession
contract.

2. Outline how the MinistrylPrivatization Committee can/should address the concerns raised by the
investor group.

3. Based on the letter in Exhibit, highlight any information/questions Mr. Tortolli should raise with
the Purewater consortium.

4. What issues are of primary concern to the Bank in this initiative?

5. Do you think going ahead with the unsolicited bid is a good idea, or .should you push for
competitive bidding? In what cases do you think one option might ~e preferable to the other?

6. What should be the sequence of decisions/reforms?

7. Imagine that the country in question is not Pirindia but Riskistan, a country characterized by
chronic political and economic instability, a worthless currency and a weak legal system. How, if at
all, would your approach to the above questions differ?

Selected participants will be asked to summarize their PPI options memo for the Privatization
Committee. '.

Price Waterhouse UP



Background'

PIRINDIA WATER CASE STUDY (pART B): BID PREPARATION AND EVALUATION OF
THE FINANCING PACKAGE

Mr. Tortolli knew he would not be able to gain the Committee's unanimous support of Purewater's
investment pre-requisites. Therefore, in early September, Mr. Tortolli infonned Purewater of the
Committee's interest in the proposal without committing the MPW to any of Purewater's conditions.

December 20, 1995IPrice Waterhouse UP

IThis case study was developed by Price Waterhouse UP for the Private Participation in Infrastructure (PPI)
Principles and Techniques Seminar given for the World Bank Group. The case is meant to serve as a basis for
class discussion rather than to illustrate. either effective or ineffective handling of a business scenario. The
authors of the case wish to thank the World Bank's PPI Group for obtaining information necessary to write the
case. Sources for this case include World Bank and concessionaire analyses of the actual case upon which
Pirindia is based. Names in the case have been fictionalized for teaching purposes. Further use of the case is
prohibited without permission from Price Waterhouse UP and the World Bank's PPI Group.

As a result of Purewater's unsolicited expression of interest, Mr. Serlin decided that the water works'
restructuring could be left to the private sector. The Bank's role in this early stage should be to
support sound technical and financial evaluation, facilitate a transparent and ultimately successful
bidding process, and to support capacity building in the yet-ta-be created regulatory bodies. Consensus
building among the parties would be key. Mr. Serlin knew this would be an important task given the
tensions that he recognized early on in the process. In the back of his mind, he also remembered how

Mr. Serlin concurred with the Committee's choice to implement a concession arrangement, primarily
because there did not seem to be a positive precedent case for outright privatization. Though the full
outcome of the only water privatization case of which he was aware, in the United Kingdom, was still
unclear, Mr. Serlin was aware that the initial high tariffs charged in the UK. were not well received by
local constituents.

Though the Committee achieved initial consensus on the need for private participation, the
Committee's union representatives were concerned about staff cut-backs and severance packages.
Moreover, Committee representatives of Piritown's municipal and regional governments were
concerned that the lifting of the current service cut-off ban would affect poorer constituents (especially
those who were faithful on election day). Also, they wondered whether and how the regional and
municipal governments would have a say in the regulation of the private sector operation.

In September 1991, following the Committee's decision on the appropriate mode of private
participation, Mr. Serlin identified new opportunities for the Bank's involvement in the private
participation process. The Committee unanimously selected the concession model as the preferred
fonn of private participation. Although the option of an outright sale had been seriously discussed, the
Committee considered lower tariffs to be the sine qua non of private participation. Furthennore, the
outright sale of water services would be politically sensitive since many considered this utility to be
the supreme public good.
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Bid Documentation and Criteria for Selection

the prospect for a water concession in Alandia led nowhere due to the lack of transparency in the
bidding and selection processes, a result of the· absence of objective, third party technical ~xperts.2

20ther issues affecting the Alandia concession included municipalities' conflicting jurisdictional claims over
the water works and the political ramifications of the concessionaire having to raise the existing low tariff in
order to cover operating costs.

Metering was also a key component of meeting performance targets (Le., reducing unaccounted-for
water). Within two years, metering of consumption and the application of the corresponding rates
based on consumption would be compulsory for non-residential consumers and for bulk water sales.
Metering for residential consumers would be optional.
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Performance targets were used in lieu of pre-specified capital investments. These targets included such
parameters as: percentage of Piritown's population served; percentage of wastewater to receive
primary and secondary treatment; percentage of the water and sewerage network to be renovated; and
the maximum allowable percentage of unaccounted-for water (see Exhibit 1 for specified performance
targets).

These challenging coverage targets were designed to COIU1ect approximately 1 million inhabitants every
five years to both the water supply and sewerage systems. The Privatization Committee estimated that
the compliance with all the performance targets stipUlated in the concession contract implied an
average investment in the order of US $103 million per year - more than US $4 billion over the life
of the concession. In the first five-year period the investments are even higher - some US $240
million per year. The latter amounts to more than ten times the MPW's aIU1ual investment average
over the previous ten years.

In addition to coverage targets. the Committee expected the concessionairb to meet or exceed
performance targets for water quality. continuity of supply. effluent quality. sampling frequency.
reducing unaccounted-for water, and addressing users' complaints. These would be established and
monitored by a regulatory agency charged with overseeing compliance with the concession contract.

The objective of the concession preparation was to encourage potential bidders to formulate technical
and financial proposals to comply with a set of performance targets for coverage of water and
sewerage services during the life of the concession. While concession contracts were typically for 20
to 30 years, the consultants recommended the longest period (30 years) in order to allow the
concessionaire a reasonable prospect for recouping the investments necessary for meeting the
performance targets.

Mr. Serlin believed the Bank could be most effective supporting the process by funding bid
preparation studies and hiring technical advisors to ensure successful bidding and selection processes.
Mr. Serlin would guide the consultants in the development of an expansion plan; preparation of
prebidding documents;' drafting a concession contract; and devising a regulatory framework. With this
technical support, Serlin hoped that Pirindia could draw some important lessons from Alandia.



Selection of the Concessionaire

Bid Preparation and Pre-qualification

3Bidding fmalists later estimated that the bid preparation and due diligence processes cost bidding each
bidding consortium approximately US$ 8 million.

The Committee wanted to ensure that participation would be restricted only to those bidders having
the technical expertise and fmancial capability to undertake a concession of such magnitude. The
Committee set the hurdles high. Requirements included:

December 20, 19953Price Waterhouse UP

The Committee sent an investor's prospectus, as well as a draft copy of the concession contract. to
over twenty potentially qualified water and sewage service companies in November 1991. Of these, 12
submitted pre-qualification requests which were screened by the Committee. Only four consortia were
selected. Following a period of feedback and clarification, the four bidders were invited to submit
their final bids in June 1992.

• a $30,000 fee to obtain the pre-qualification document and draft contract;
• the population of largest city currently being served by the operator-partner should be no less

than one half million and the total aggregate population served should be no less than 2
million;

• the operator-partner would have annual billings of at least $250 million and minimum equity
of $750 million;

• the operator-partner should have at least 25% of equity in consortium; employees should be
allocated a minimum of 10% equity ownership.

• a minimum equity investment of $120 million3

Working with consultants, the Privatization Committee would evaluate submitted bids in a two stage
process. First, the Committee would evaluate the technical quality of the bids based on the
consortium's proposed methodology for meeting the specified performance targets. In a second stage,
the Committee would evaluate the fmancial proposals of only those bidders deemed successful on the
technical portion.

The sole criterion that would be used by the Committee to judge the fmancial proposal was the
Constant Adjustment Coefficient (K) which was built into the pricing formula. The K coefficient
represented the magnitude of change with respect to the waterworks' existing tariff. The Privatization
Committee would specify certain criteria that would justify adjustments to the tariff. No automatic
adjustment was permitted on the grounds of exchange rate fluctuation. However, in the event this
happened, the concessionaire would have the right to apply for a revision The Committee anticipated
two kinds of rate adjustment: (i) "regular", which would be implemented every five years based on
the concessionaire's service obligations and five year investment program; and (ii) "extraordinary",
which would be inItiated when the cost indices of the tariff formula increase by 7% or more. Other
criteria which allowed the concessionaire to apply for extraordinary adjustment included new
environmental standards, changes in capital expenditure, and changes in tax laws. Both regular and
extraordinary revisions would first be subject to review by the appointed regulatory agency.
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Working out the Details

40f the three bids submitted. all had very similar investment programs.

S The difference between Purewater's and the runner-up's "K" was minimal (one hundredth of a point). The
third place bidders bidder submitted a "K" of .90.

As discussed. once the bidders met the specified technical criteria. the "K" factor in the fmancing
proposal became the single most important criterion upon which the award was based. While
preparing the bid documents, Mr. Serlin advised the Committee to keep the criteria objective and
quantifiable. Although the stand-alone tariff rate criterion facilitated Purewater's selection, the
Committee and Mr. Serlin needed to re-examine other•. less-tangible aspects of the fmancing package
which might resurface during the negotiations phase prior to the signing of the contract.

Purewater presented a financing plan to mee~ the ambitious performance targets. At the time of the
bid, the Consortium had lined up short-term financing with a lending syndicate consisting of a group
of international commercial banks and their affiliates in Pirindia. Mr. Malcolm Goodberry•.a vice
president at Unibank. the lead bank in the consortium. represented the group during negotiations with
Purewater. The Unibank syndicate agreed to provide Purewater with a US $ 200 million loan.
scheduled to mature on the fifth anniversary of the facility agreement. Although the banking
consortium had initial reservations about Purewater's ability meet specified performance targets.
especially in the absence of secured long-term fmancing, the lenders provided the sponsors with this
short-term fInancial backing. The Unibank group was encouraged by: (i) Purewater's potential to
secure long-term loans from the International Finance Corporation and possibly one other multilateral
organization; and (ii) the project's anticipated fmancing structure. to consist primarily of equity
contributed from operations (see fmancing structure Section 3b).
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During the bid evaluation process in September. the Privatization Committee deemed all but one of
the four proposals to be technically sound. The one exception. a proposal from the California-based
Virtual Water Company was thought to be technologically unattainable. In the Committee's opinion.
the other three consortia presented innovative. yet realistic methodologies for achieving the
performance targ~ts.

Out of the three remaining bids that passed the test of technical feasibility. the Purewater consortium
proposed the lowest tariff and won the concession award." Their bid price was 27%(K = .73) lower
than the MPW tariff at the time of the bid.:S Although the perfonnance targets in the bid were related
to service coverage and quality only. Purewater envisaged investments over the 30 year period to be
approximately $4 billion (a summary of fmancial and technical highlights of Purewater's bid can be
found in Exhibit 2).
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Exhibit 1
Summary of Performance Targets Found in Bid Documentation

Year 5

Current: 1991

Year 15

Year 5

Year 30

Current: 1991

~ SeweraEe
Y~O 0% 0%
YearS '9% 2%
Year 10 12% 3%
Year 20 28% 4%
Year 30 45% .,' 5%

Price Waterhouse LLP

D. UNACCOUNTED-FOR WATER

C. NETWORK RENOVATION TARGETS (CUMULATIVE PERCENTAGE)

B.. PERCENTAGE OF PIRITOWN'S POPULATION WITH SEWERAGE COVERAGE

A. PERCENTAGE OF PIRITOWN'S POPULATION WITH POTABLE WATER
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A. PROPOSED CAPITAL STRUCTURE

Exhibit 2
Summary of Key Financial and Technical Details of Purewater's Proposal

• The proposed capital structure confonns with the MPW's US $120 minimum capital
requirement. The leading stakeholder include Purewater AG and participating consortium
members: Green River, Inc., Bau Nationale, and Walton Water.

Broken down as follows:

Price Waterhouse UP

"t:o --,:.;t. M' ..~...,i?:i ¥.: . "''':~'' .......
:. nsortium em r;;"j ;;Fet. Equity
t ~ .~f;;;~ ~I ~~;: ~~~}patio.n

Purewater AG 25.3

Greenriver 20.7

Eau Nationale 12.6

Walton Water 10.8

Pirifm 8.1

Piribank 8.0

Smithton 4.5

Employees 10.0
t101Q represents t'ureWller onsoruum MemDen:

6 December 20, 1995
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5,000,000,000 ,--------------------,

Breakdown by S-Year Investment Period (US$ Millions)

B. PROPOSED INVESTMENT SCHEDULE TO MEET PERFORMANCE CRITERIA

6lncludes: Water treatement, pumpstation and underground mains, and water system

December 20, 1995

.....•..............................,.....

7

..,..,..'..,..,..'

3,000,000,000

2,000,000,000

4,000,000,000

1,000,000,000 Pl.rew8tOIll;;,i:run Capital
R~$120m

~ •.•.
o 1" ..~ 5 7 9 11 13 15 17 19 21 23 25 27 29

,- -, Yea,..

Avg. Annual Investment ($103 m) Over life of Concession- ..•...•..

Purewater Consortium's Proposed Capital
Investments Over Life of Concession (US$)

Exhibit 2 (continued)
Summary of Key Financial and Technical Details of Purewater's Proposal

.
Y~1-5:'

......-; ...... ~ . ......\,....~ . ......,.JO'... ~. ~ 0' ".
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Subtotal Water 474 324 250 207 156 127,
Subtotal 551 376 690 351 304 135

Sewerage7

Others 59 33 24 16 20 12

Price Walerhouse UP

1lncludes: sewerage system, system plant, sewer and pumping stations. Over the 30 year concession, 86%
of investments will be devoted to expansion, 11 % to improvements and 3% for emergency provisions.

This graph illustrates the anticipated invesbnent schedule over the 30 year life of the concession. By
the end of the year 30, the Consortium will have invested a total of US $ 4 billion in waterworks and
sewerage services. By the end of year 2, the Consortium will confonn with the US $120 million
minimum capital requirement.
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D. EXISTING AND POTENTIAL SOURCES OF PROJECT FINANCE

C. PROJECTED FINANCIAL STRUCTURE
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The Purewater Consortium was required to secure US $200 million in medium tenn debt from a six
member banking syndicate led by Unibank. The loan has a maturity of fIve years and could provide
60% of the capital needed to meet the investment requirements foreseen for the fIrst three years (US $
333 million expected to be invested by the end of the concession's third year).

Exhibit 2 (continued)
Summary of Key Financial and Technical Details of Purewater1s Proposal

Short to Medium Term Financing

The Consortium anticipates that the project's portion of equity fInancing will come from internal cash
generation from operations. following an initial equity injection of US$ 120 m.. It is expected that as
much as 50% of the concession's investment funding could be raised this way. The following is a
summary of existing and potential sources of debt and equity fInance for the project.

The following tables illustrate the rol~ of debt and equity in the future fmancial structure of the
Purewater Consortium. For example. by the end the end of year 15. the Consortium will rely
primarily on cash from operations (achieving a .4 debHo equity ratio in 2008). down from an
anticipated high of 1.4; in 1998). With regard to debt service ratio (long-term debt/revenue). coverage
is expected to be best between 1998-2003. Section D discusses existing and potential sources of debt
and equity finance.



Below are anticipated types of long-term fmance that could be raised during the life of the project:

Long-Term Financing

Exhibit 2 (continued)
Summary of Key Financial and Technical Details of Purewaterls Proposal

In addition t~ the stipulated 5-year tariff review that coincides with the Consortium's 5-year .
investment plan, the new rate will be subject to annual revision, taking into account annual changes

$250 million
98 million

$100 million
448 million

December 20, 19959Price Waterhouse UP

E. TARIFF REDUCTION AND MODIFICATION

IFC (8-12 year loan)
Other Multilateral (potential 20 year loan/guarantee)
International Equity Markets (eg., ADRs)

• Private Placements (selling a minority share to another operator)
• Yankee Bonds (dollar-denominated bonds issued in US)
• Medium Term Notes (local bonds maturing in 2 to 10 years)
• Local Sources (pension and insurance funds)

Other options for long-term financing might include:

• At the time of bidding the water rate was $.66 per cubic meter for households with both water and
sewerage connections, and $ .33 per cubic meter for households with water connection only. Metered rates are
equivalent to half the rate for unmetered connections (the first 15 cubic meters per month consumed are free).

Although long-term finance has not yet been secured, the Consortium is confident that the upturn in
Pirindia's economic and fmancial markets will allow the Consortium to raise long-term finance, both
internationally and domestically, to meet the 30 year performance targets.

Through its efficient management know-how. as outlined in technical proposal, Purewater Consortium
is prepared to support the aforementioned performance targets and investment schedule with a new
tariff offering a 27% discount (K=.73) on the MPW's current rate.a

The Consortium has learned that the MPW initiated contact with the International Finance Corporation
(IFC), and possibly one other multi-lateral lender, about a potential long term loan or equity injection
to support capital investments. Based on IFC's record, Purewater is confident that this source of long
term finance will be forthcoming. By increasing investor confidence, this would greatly facilitate
acquisition of other sources of long-term international capital.

The syndicate is composed of two sub-groups, with Unibank coordinating the loan. The first
subgroup, contributing $112 million is composed of Unibank, Capital Corporation and Bancare. The
second syndicate, contributing $88 million, is composed of the Pirindian affiliates of four international
commercial banks.
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to an agreed-upon price index and necessary revisions to the capital investment program. Both the five
year and annual tariff revisions will be arrived at through negotiations with the regulatory agency 0

Price Waterhouse UP 10 December 20, 1995

I
I(.
I

I

I
I
I
I
I
I
I
I
I
I

I

I
,

I
I
I
I

~,t·H:



-/..

Mr. Serlin-World Bank

Bidding Process

December 20, 1995Price Waterhouse UP

6) What products might the Bank have to offer either the concessionaire (e.g., temporary
financing of deficiency payments for not raising K given a change in economic indices) or the
Government (e.g, performance guarantees) ?

5) Based on Exhibit 2, evaluate the strengths and weaknesses of the Purewater proposal with
regards to a) cash flow forecasts and debt coverage, b) long term financing arrangements

Purewater Financial Proposal

4) Technical proposals being equal, was the tariff reduction criterion ("K" factor) alone sufficient
information upon which to evaluate the fmancial proposal? What other fmancial
criteria/yardsticks could have been used?

Pirindia (part B)- Bid Preparation and Evaluation of the Financing Package:

Assignment 2

3) What are the merits of a two-stage bid evaluation process, particularly when this involves
difficult technical issues?

2) Should the pre-qualification criteria have been set differently?

1) Under what circumstances, if any, would it be better to proceed with an unsolicited bid?

Questions for Discussion:

Purewater has submitted a very aggressive K factor and investment plan. Taking into account the
country enviromnent, as well as Piritown's water and sewerage needs, what are the strengths and
weaknesses of the bidding process and Purewater's proposal from the World Bank's point of view?
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Mr. Otto-Purewater

Purewater Financial Proposal

Assignment 2

1) Under what circumstances, if any, would it be better to proceed with an unsolicited bid?
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What, if any, products or guarantees should Purewater seek from the Bank (e.g, could the Bank
fmance deficiency payments to compensate Purewater for not revising the tariff over a specified time)?

Based on Exhibit 2, evaluate the strengths and weaknesses of the Purewater proposal with regards to
a) cash flow forecasts and debt coverage, b) long tenn fmancing arrangements

Pirindia (part B) - Bid Preparation and Evaluation of tbe Financing Package:

4) technical proposals being equal, was the tariff reduction criterion ("K" factor) alone sufficient
information upon which to evaluate the fmancial proposal? What other fmancial
criteria/yardsticks could have been used?

3) What are the merits of a two-stage bid evaluation process, particularly when this involves
difficult technical issues?

Questions for Discussion

2) Should the pre-qualification criteria have been set differently?

From Purewater's point of view, what are the strengths and weaknesses of the bidding process?
Purewater has submitted a very aggressive K factor and investment plan. Prepare to defend your own
proposal and the financing arrangements.



Mr. Tortolli -Privatization Committee

Purewater Financial Proposal

Bidding Process

2) Should the pre-qualification criteria have been set differently?

December 20, 1995Price Waterhouse UP

Pirindia (Part B)-Bid Preparation and Evaluation of the Financing Package:

5) Based on Exhibit 2, evaluate the strengths and weaknesses of the Purewater proposal with
regards to a) cash flow forecasts and debt coverage, b) long term financing arrangements

Assignment 2

4) Technical proposals being equal, was the tariff reduction criterion ("K" factor) alone sufficient
information upon which to evaluate the financial proposal? What other fmancial
criteria/yardsticks could have ·been used?

3) What are the merits of a two-stage bid evaluation process, particularly when this involves
difficult technical issues?

1) Under what circumstances, if any, would it be better to proceed with an unsolicited bid?

Questions for Discussion:

Purewater has submitted a very aggressive K factor and investment plan. Taking into account the
country environment, as well as Piritown's water and sewerage needs, what are the strengths and
weaknesses of the bidding process and Purewater's proposal from the Privatization Committee's point
of view?
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PIRINDIA WATER CASE STUDY (pART C) : POST-AWARD NEGOTIATIONS

Background'

You will prepare the pre-eontract negotiations from the viewpoint of~ Mr. Tortolli and the
Privatization Committee m: Mr. Otto and the Purewater Consortium

Although the attached strategy will serve as a guideline for setting your agenda, you are free to bring
up other issues which may affect your party. In preparation for the actual negotiations. you must first
prioritize your agenda and decide which points may be compromised and which ones may not.

December 20, 19951Price Waterhouse UP

lThis case study was developed by Price Waterhouse UP for the Private Participation in Infrastructure (pPI)
Principles and Techniques Seminar given for the World Bank Group. The case is meant to serve as a basis for
class discussion rather than to Ulustrate either effective or ineffective handling of a business scenario. The
authors of the case wish to thank the World Bank's PPI Group for obtaining information necessary to write the
case. Sources for this case include World Bank and concessionaire analyses of the actual case upon which
Pirindia is based. Names in the case have been fictionalized for teaching pwposes. Further use of the case is
prohibited without permission from Price Waterhouse UP and the World Bank's PPI Group.

Following the award of the concession, the key players geared up for the final negotiations prior to
the signing of the contract. When the negotiations finally opened in mid-December 1992, the players
had a firm understanding of how the range of financial and technical alternatives on the table could
help or hinder their agendas. Although the level of the tariff discount ("Kit factor) provided an
objective gauge for the selection of Purewater, less tangible issues needed to be worked out through
negotiation.
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(
Pirindia (Part C)-Negotiations: Agenda 1

Mr. TortoW and the Privatization Committee (representing GoP)

By establishing the tariff discount as the key selection criterion, the Committee objectified and
expedited the bid evaluation process. Yet Mr. Tortolli knew that addressing those less-quantifiable
issues, established in both the draft concessionlbidding documentation and Purewater's response,
would not be as straightforward. As spokesman for the Committee, Mr. Tortolli mediated the
Committee's own internal disputes (i.e., pressure from labor union representatives, and municipal and
provincial governments who wanted equal footing with their federal counterparts), while at the same
time sought external guarantees which might ensure the security of Pirindia's most vital sector. With
the Committee's full support, Mr. Tortolli enumerated the GoP's key discussion points as they
appeared in the initial draft contract.

• The Regulatory Entity. Tariff regulation for PiritownI s water and sewage sector would be
under the supreme authority of WATREG, a quasi-independent institution vested by the
authority of Parliament. WATREG's Board of Directors will be appointed by the MPW. The
Ministry of Health would be put in charge of monitoring water quality.

To rapidly build the technical and administrative capacity ofWATREG's staff to monitor,
report on, and audit Purewater's performance, Mr. Tortolli is intent on initially utilizing the
international expertise of the UK-water consulting company of Allen, Flag & Associates, for a
12-month period. He also intends on staffmg WATREG with some of the former staff of the
previous state water works. Mr. Tortolli is confident that the combination of international
auditing expertise and thorough familiarity with the local conditions will give WATREG a
running start in performing its regulatory duties.

Mr. Tortolli held the view that WATREG's annual budget should be raised by levying a fee
on each customer's water bill, as opposed to annual allocations from the government's federal
budget.

• Compliance with Performance Targets. The performance targets established in the bidding
documents are extremely ambitious, particularly with regard to population coverage and
equipment rehabilitation (see Case B). The Committee holds that Purewater must stick to its
proposal, especially in light of an aggressive tariff structure and the absence of secured long
term financing.

For this reason, the Committee insists that Purewater give a performance guarantee, such as
an annual performance bond, or deposit. This performance guarantee could be redeemable by
the MPW in the event that the concessionaire's performance targets are not met.

• Financing of Redundancies. If current employees are forced to leave as a result of the
concession, severance and retirement payments could be extremely burdensome to the state.
The concessionaire will therefore be responsible for fmanciqg a minimum of 90% of worker
severance schemes and early retirement programs.
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• Temlination of Contract. In the event of concessionaire default or negligence, the contract
may be tenninated at any time by the WATREG and the MPW. At that time, the perfonnance
bond will be called and additional compensation for damages may be claimed through an
administrative court. _.

• Rate Adjustment. Tariff rate adjustments (i.e, of the proposed "K" .factor) may only occur
after approval from WATREG. Rates will automatically be reassessed every five yearS', but
may be modified according to extraordinary circumstances such as the inflationary impact on
the water works' price index (based on a "bundle" of input costs and conswner prices)' and
other reasons. WATREG will detennine the na~re of extraordinary circumstances.

• Environmental Liability. Due to past dwnping of untreated sewage, portions of the Ongo
River are higWy contaminated and could have adverse effects on Piritown's drinking water
supply. It should be the responsibility of the concessionaire to coordinate and to fmance the
river's clean-up as part of its capital investment campaign to improve water quality. The
concessionaire will comply with all existing'and future environmental directives and
regulations as they pertain to water.

I
l
I
I
I
I
I

t
I
I
I
I
I
I
I
i
I
I
I

Price Waterhouse UP December 20, 1995

( .~.

'\

(



Mr. Otto and the Purewater Consortiu~

Pirindia (Part C)-Negotiations: Agenda 2

The concessionaire must have as a guarantee that water and sewage services may be cut off in
the event of non-payment from the customer - a reasonable request given that consumer
prices will drop due to the reduced tariff.
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The time frame (2 years) which the GoP set for the installation of non-residential meters is
overambitious. The concessionaire should first be pennitted to gauge elasticity of demand
based on meter installation. However, Mr. Otto was concerned that the Government might
decide to change the investment in water supply and sewage facilities mid-stream, thereby
possibly affecting the overall profitability of the concession. He was wondering whether it
would be advisable to include specific details of a 30-year investment program in the
concession contract.

Mr. Otto was concerned that the majority WATREG's staff would be drawn from the fonner
state-owned enterprise. A second potential problem area might arise from the unfamiliarity of
monitoring the concessionaire. Based on experience in other countries, Mr. Otto knew of the
temptation to adopt a command and control attitude on the part of the regulator, quickly
souring the relations between the two parties.

• Compliance with Performance Targets. The concessionaire will make its "best efforts" to
confonn with the proposed perfonnance targets. However. the concessionaire's long-tenn
investment commitments. in addition its the minimum capital requirement, should constitute
adequate fmancial guarantees that the project will be completed successfully. The
concessionaire's professional reputation and experience should provide further assurance that
the targets will be met.

• The Regulatory Entity. Based on extensive operating experience in several developing
country environments, Mr. Otto knew that transparency, credibility, legitimacy and
administrative efficiency would matter most in establishing a sustainable regulatory regime for
the sector which, in tum~ would be. a crucial factor to the company's success.

For this reason, he wished to ensure that there were sufficient checks and balances to curb the
entity's power vis avis the concessionaire. The regulatory framework should provide a system
of recourse, with an adequate appeals process, for contractual disputes. All contractual
disputes should be resolved through mediation; a process whereby the concessionaire and
regulatory body agree upon a third party who proposes a resolution to the problem in
question. In the event that mediation leaves the dispute unresolved, the two parties will submit
the decision to arbitration perfonned by a mutually acceptable third party.

The euphoria arising from the Consortium's (the concessionaire's) winning bid soon faded when the
team realized that their bottom line could be significantly affected by the outcome of the negotiations
prior to the signing of the contract. The Consortium agreed that the following topics must be
addressed if their operating, ~ommercial, and regulatory risks were to be minimized.

(



• Tennination of Contract. The concessionaire will not be liable for any failure or delay in
complying with.its obligations under the contract to the extent that such failure has been
caused by a political or physicalforce majeure. In the event of contract termination due to
political force majeure, the concessionaire shall be rightly compensated by the GoP.

• Financing of Redundancies. The concessionaire is prepared to fmance up to 10% of costs
related to labor displacement resulting from the concession's implementation. The
concessionaire will provide additional assistance by offering free advisory services on
employee re-training and voluritary retirement programs.

• Envirownental Liability. The concessionaire is aware of the existing contamination of the
Ongo river resulting fro~ the dumping of untreated sewage. The Purewater Consortium will
not be liable for breaches of environmental regulations occurring before the signing of the
contract. Nor should the Consortium be responsible for complying with modifications to
environmental standards occurring during th6 life of the concession, unless proper
compensation is provided for.

(
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• Rate Adjustment. The economic climate of Pirindia is still relatively uncertain. Therefore,
frequent (i.e., annual) reviews of the economic indices to which tariffs are linked should take
place. The concessionaire will be ensured that marginal costs will be fully recoverable
throughout the life of the concession. Based on changes occurring in the economic indices
andlor in the investment plan (e.g., 5% or more), the concessionaire may at any time request
a rate hike from the regulatory entity.
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PIRINDIA WATER CASE STUDY: EPILOGUE

Outcome of the Negotiations as Reflected in the Final Contract

Project Timetable:

---Commencement June 1991 June 1991

Initial Regulatory December 1991 June 1992
Framework

Prequalification (Not envisaged) January 1992

Call for Bids December 1991 June 1992

Bid Opening April 1992 September 1992

Award June 1992 December 1992

ContractlNegotiations August 1992 March 1993

Transfer September 1992 May 1993

The following are excerpts from the May 1993 contract which reflect the outcome of previous
negotiations:

The Regulatory Framework

In accordance with the Central Government's regulatory decree, the regulatory agency (WATREG)
will be an autonomous, self-sustaining entity to ensure the quality of water and protect consumers, as
well as monftor the compliance with the existing norms and the provisions of the concession contract.
Its Board of Directors will consist of 6 members - two representing each of the three entities
involved: the Central Government. the Municipality of Piritown and the Province of Piritown.
WATREG will be financed by consumers. Its annual budget of $8 million will be collected by the
concessionaire through billing. and will represent a user surcharge of 2.7% of the water and sewerage
bill. The first employees to be hired will consist of ex-MPW waterworks' employees. Later, a
competitive recruitment process will take place.

WATREG will conduct itself as an independent agency, and will render definitive, final decisions on
all contractual disputes. Protests on behalf of the concessionaire will be judged individually and, if
deemed tenable, will be re-submitted to arbitration. WATREG will have unrestricted access to
waterworks' facilities and financial statements at all times.

Price Waterhouse LLP



Tennination of Contract

Status ofExisting Non-Core Assets

Rate Structure, Rate Revision and Customer Subscription

Environmental Compliance
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The financial considerations of the contract's termination (except by expiration) rely on the general
principal of transferring the concessionaire's assets over to the public authority for an amount equal to
their net book value at the date of termination. This net book value will be adjusted up or down

Changes in rates will result from:
• changes to the initial legal or regulatory framework (e.g., environmental standards, tax law)
• negotiated modifications to the investment program
• changes in the economic indices used to build the cost function (salaries, energy. etc.)

The adjustment coefficient (K) will apply to the rate structure that is in effect on the date the contract
is signed. The rates will be reassessed every five years, based on the next five-year updated
investment plan and updated estimates of expenditures.

The concessionaire will be permitted to cease water services should non-payment occur for two
consecutive billing periods.

Before any rate changes occur. the concessionaire must obtain approval from WATREG. A decision
will be made only after a detailed assessment of the impact on costs due to these changes is submitted.
With regard to the economic indices, a change in the rate structurl? will be approved only if the price
index leads to cost modifications in excess of 7 %.

A residual MPW waterworks organization will be created to oversee the liquidation of those non-core
assets falling under the auspices of the waterworks but that will not be transferred as part of the
concession. The concessionaire will not be responsible for the management these assets.

The concessionaire will not be held responsible for environmental damages occurring before the
signing of the concession. Nor will the concessionaire be retroactively liable should environmental
directives be modified during the life of the concession. Punishment for breaches of environmental law
will be determined by WATREG in conjunction with Pirinida's judicial system.

Throughout the life of the concession, the concessionaire will be responsible for adhering to the water
quality and effluent standards set forth in Pirindian law through MPW and WATREG directives.

Performance Bond

The concession requires the remittance of an annual security deposit, or bond, that is renewable over
the entire life of the thirty year contract. This deposit, set at $150 million for the concession's first
five year period, is intended to guarantee the successful execution of the contract and performance
targets therein. Decision's on the bond's application and renewal will be rendered by WATREG.



Relations with WATREG

Selected Results of the Concession Mter One Year

Reduction in Staff

3Price Waterhouse LLP

Public expectations with regard to service also increased. This prompted WATREG to request a
change in the sequencing and composition of the investment program. including: accelerating the
connections to the water supply system, while postponing some of the originally planned investments
in wastewater treatment.

For the first time in many years, the city of Piritown did not experience water shortages during the
peak summer demand months; this was achieved by operating its largest plant at almost 20% capacity
higher than before (2.7 million m3/day in March 1994).

• termination in case of force majeure does not result in any form of compensation to
either party.

Of the more than 7,000 employees that were transferred by the MPW to Purewater at the beginning of
the concession, a total of 1,300 employees took advantage of a voluntary early retirement program.
The goverm.nent financed up to $ 38 million in severance benefits before the transfer occurred.
Shortly after operations were transferred, another 2,300 employees left the company through a similar
program initiated and financed by the concessionaire. The number of employees was therefore
reduced by more than 50% in a period of six months, with no adverse effects observed.

• if the contract is terminated by default of the concessionaire, the performance bond
shall be called by the public authority" and, if need be, additional compensation for
damages will be claimed, via an administrative court, by the public authority;

• if the contract is terminated by buy-out or by default of the public authority, a
compensation for loss of earnings, computed as the sum of the reported net earnings
over the previous five-year period, must be paid to the concessionaire;

Performance Targets, Operating Efficiency and Improvements

After the first year, the relationship between the concessionaire and the Regulatory Agency seemed
somewhat tense due to contention over the operator's independence vis avis the regulator, the
frequency and quality of reporting financial and operating data, and the reliability of available
information. The concessionaire raised concerns about the summary powers of WATREG with regard
to contract clauses, particularly rate revisions and the conditions for calling the performance bond.

The following are selected descriptions of Purewater's (the concessionaire or the operator)
performance after one year.

depending on the nature of the termination:
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Tariff Rate Revision

Investments and Financing

Approximately 40,000 water meters were installed for large, non-residential conswners. Moreover,
125 kIn of water distribution pipes and 2,600 valves were rehabilitated or renovated. More than 1.000
kIn of sewerage collection pipes underwent cleaning.

At the concessionaire's second wastewater treatment plant, in the southwest of the city, the secondary
units (large trickling filters) were operated successfully after simple mechanical modifications were
made. Prior to the transfer, the filters had not been operated since their construction in 1987. These
modifications substantially improved the effluent quality.
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The increase was purportedly due to the advancement of investments to increase coverage targets and
to replace nitrate-contaminated wells over the next couple of years. WATREG therefore requested
that the investment program be advanced and accelerated. Moreover. higher labor costs were incurred
beyond the inflation formula included in the contract (see Epilogue A for the contractual provision).

Approximately one year after the new concession began, WATREG granted the concessionaire a
13.5% increase to the maximwn allowable tariff. The rat~ hike represented a compromise from the
initial 17.5% hike proposed by the concessionaire. The "K" factor thereby increased to 86.5 from 73
when the concession began.

The concessionaire did not make any substantial investments during the first year. However, as
mentioned above, the concessionaire made a large number of small investments to replace and
rehabilitate components. By the end' of 1993, approximately $60 million was injected into the
operation, corresponding to half the contractual minimwn ($120 million) and three times the level of
average annual historical investment. By the end of 1994, US$ 113m had been committed.

Although no long tenn financing was obtained by the end of the first year,funding was in the process
of being secured from IFe and commercial banks, as well as from internal cash generation from
operations. As·stated in their proposal. the concessionaire believed to contribute half of its internal
cash generation to investment funding. However, a net income loss of approximately $25 million was
experienced - largely a result of the outlays needed to finance the early retirement plan.

Despite the aforementioned improvements, interruptions in service continued to occur. These were due
to: (i) unexpected power outages and (ii) planned repair works carried out by the concessionaire.
Furthennore, many operating wells for potable water exceeded the allowable nitrate concentration of
50 mg!l (a small percentage of wells even exceeded 100 mg/I). The concessionaire and WATREG
agreed that the removal of nitrate would be given priority. Wells would either be replaced or new
surface water supply systems would be installed. Nevertheless, for the first time a majority of the
customers were satisfied with the concessionaire's services.

The water quality achieved at both production plants exceeded that of previous years, as a result of
improvements in the quality of chemical products utilized in the treatment process. However, both
plants experienced a higher hydraulic load. The latter appeared to result from a series of low-cost
rapid improvements.



Ceske Tecin officials anticipated that Technical Services employees would come together to form most
of the new local private fions. Foreign fions were excluded from participating. The government relied
on the fact that the Technical Services employees possessed the best operations know-how and
experience in working in the city to provide the service.

Technical Services organizations delivered municipal services in the Czech and Slovak Republics.
These organizations typically provided five to ten direct (e.g. curbside trash pick-up) and indirect (e.g.
road maintenance) services. The structure of the Technical Services organizations often involved a
series of separate units, with asingle director and internal heads responsible for individual services.
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CESKE TECIN: PRIVATIZATION OF MUNICIPAL SOLID WASTE SERVICES THROUGH
A LEASE CONTRACT (Entry Conditi~ns)

Introduction I

In the summer of 1990, the city of Ceske Tecin in the Czech Republic, announced its intention to
privatize the city's Technical Services organizations, which were in charge of providing municipal
services. The city's solid waste services were highly unreliable and poorly executed. Garbage
collection was insufficiem, with trash pick up occurring once every two to three weeks. Solid waste
disposal often involved illegal dumping resulting from a lack of adequate landfill space and funding to
construct new ones. Demand for improved services far exceeded Ceske Tecin's budgetary capabilities
to meet those needs for the city's 28,000 inhabitants. Ceske Tecin officials chose to tum to the private
sector for fmancial relief, contemplating privatization through a lease contract arrangement to transfer
Technical Services equipment to newly..created, local private fions.

In the fall of 1990, Mr. Cemr, a Technical Services manager working in solid waste disposal
services, was interested in providing the service for solid waste container collection and disposal. He
believed that he possessed the skills needed to. properly manage and provide the service, and the
market was such that few knew how operations worked as well as how the city routes ran. Prior to
submitting his proposal, he decided to conduct a careful evaluation of the 'current operational
environment and the government's expectations of him as a private provider of the service. Then, he
would decide whether and how to bid on these services.

Technical Services Organizations

IThis case study was developed by Price Waterhouse UP for the Private Participation in Infrastructure
(PPI)-Principles and Techniques Seminar given for the World Bank. The case is meant to serve as a basis for
class discussion rather than to illustrate either effective or ineffective handling of a business scenario. Sources
for this case include various project reports on the privatization of solid waste management services in
Czechoslovakia written by Price Waterhouse LLP. The authors of the case wish to thank Ms. Margarita
Femandez of Price Waterhouse LLP and Mr. David Agnew for their editorial and info~ational contributions.
Further usc of the case is prohibited without permission from Price Waterhouse UP and the World Bank's PPI
Group.

2Names and positions have been fictionalized for the purpose of case writing.
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The range of service provided depended on the needs of the city's inhabitants. Some of the services
included:
• street cleaning and repair;
• city landscaping and greenhouse 'operation;
• garbage collection and disposal;
• streetlighting;
• cemetery operation and maintenance.

A Greater Role for the Private Sector in the Economy
~

Prior to the fall of the communist regime, municipal govenunents in the Czech and Slovak Republics
were extensions of the central government. Decision-making authority flowed from the top downward.
Local municipalities relied greatly on federal grants and subsidies to fund solid waste collection and
disposal and other municipal services. The Ministry of the Interior in each Republic had oversight
responsibility for funding the Technical Services organizations. The central government owned all
Technical Services assets, not the municipality in which the Technical Services organization operated.

In the post-communist Czech and Slovak Republics. greater financial and budgetary responsibilities
accompanied the devolution of authority to municipal governments to manage and meet local needs.
Federal funds to the municipalities declined more rapidly than the increases in local revenue. The
growing federal budget difficulties removed the primary source of revenue for local governments.

The Act Concerning Communities and the Community System was passed September 4, '1990.
handing over the responsibility of providing municipal services to local governments. The law
presented fundamental provisions regarding communities, their exclusive jurisdictions, taxation and
budgeting, and their structure and decision makiDg processes. The Act specifically defmed the
communities responsibility for "administering and maintaining and removing home waste and its
harmless liquidation."

At the same time of this transfer of authority to the municipalities, a heightened public concern over
environmental damage led the Czech and Slovak Republics to create ambitious standards for solid
waste disposal. In addition to poor quality service in solid waste disposal and collection provided by
Technical Services, the lack of adequate landfIll space remained an obstacle to improving the quality
and efficiency of solid waste management operations. Many landfIlls began to approach their

.maximum capacity, while stricter environmental regulations and standards forced many landfIlls to
shut down. Such obstacles and lack of adequate fmancing capabilities led the municipal governments
to increase the rates charged for disposal services, at a time when citizens, seeing their purchasing
power shrink, were least willing to pay higher prices for such services.

Opening doors for privatization ofmunicipal services

Financial urgency. limited government revenue and environmental concerns combined to make city
officials receptive to new approaches for delivering local services. which included expanding the role
of the private sector. Citizens expressed little opposition to privatization since the current operations
were expensive and service levels were poor.

Price Waterhouse LLP 2
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At the time that Ceske Tecin officials decided to privatize its Technical Services in 1990. no legal
framework was established to guide the incorporation of private sector participation. The following
legislation. however. was being considered and debated to provide the legal Jramework necessary to
facilitate privatization efforts by the municipal govenunents. Ceske Tecin would serve as a model to
the realization of the following laws:

a. the Law on the Conditions of Transfer of Property of the State to Other Persons (The
Privatization Law) would outline the conditions for transferring state assets to other legal and
physical persons. The provisions of the privatization law stated that state assets could be
transferred fronna state property fund (where state assets were placed upon approval of the
privatization project) to the private sector in any of the following ways: fonnation of a joint
stock or other commercial company; the outright sale of state assets to private entities; or the
transfer of state assets to be privatized to local municipalities (leasing);

Since the central government owned the Technical Services assets. municipalities and
communities would have to request the transfer of ownership of Technical Services equipment
in order to later lease it to private contractors. Otherwise. the central government would
incorporate the equipment into a list designated for liquidation. The municipality" would have
to apply for this right from the Ministry of Privatization. These measures would be reinforced
by the Czech and Slovak National Council Acts on the Collection of Laws on the Transfer
of State Property.

c. the Waste Disposal Act of 1991 would derme the rights and responsibilities of parties
(generators, collectors or disposers of waste. and regulators) involved in all areas of solid
waste operations. The Act aimed to protect the envirorunent by bringing solid waste
management practices in the Czech and Slovak Republics closer to world industry standards
and defining duties and responsibilities for state administrative bodies on behalf of the
community. The Act would grant the Ministry of the Envirorunent and its corresponding
municipal agencies the authority to approve and oversee all facilities engaged in solid waste
collection and disposal activities. In addition, the Act would give the Czech and Slovak
Republic legislatures responsibility for developing implementation instructions and regulations
governing specific activities of solid waste operations.

The Ceske Teem model for privatimtion

The solid waste services designated for privatization were the following. each to be delegated to a
single private supplier:

• household (llo-liter solid waste container) collection and landfill operation;
• commercial/industrial (liDo-liter solid waste container) collection.

The city designated also six other services for privatization:
• cemeteries management;
• street and public premises cleaning;
• general maintenance and street lighting;
s city landscaping and greenhouse operations;

Price Waterhouse LLP 3



The privatization model developed by Ceske Tecin officials stipulated the following conditions:

• Only private. Czech-owned firms would be allowed to provide the services. Foreign firms
were excluded from participating.

• The selection of the private contractor would be based on perceived technical quaiifications.
The selection committee would require each interested party to describe in detail its technical
capabilities. Detailed fmancial and operational plans would not be reviewed until after the
selection of the contractor. No official proposal format had been developed.

• Ceske Tecin wdbld retain ownership of the municipal services but agreed to lease the
equipment to the newly-created private firms in exchange for assurances of continued service
and compliance to agreed upon prices. The price charged to citizens for the service would be
a pre-agreed upon price detennined between the city and private contractor at the time of
signing the lease contract. Ceske Tecin ·would use the revenue from the rental of equipment to
cover annual overhauls. .
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• Ceske Tecin would grant exclusive equipment leasing contracts, averaging 5 years, to the
private contractors for the designated public services. These transitional monopolies would
serve as an incubation period for the creation of a competitive private sector. The new private
contractor would receive fuJI monopoly rights over the service for the duration of the contract.
At the end of the contract period, other private individuals/fions would be allowed to
competitively bid for the contract to service the city. The new private provider would again
maintain monopoly rights over the service for the duration of the contract. If the size of the
city pennitted and enough equipment was available, the city would be divided into service
'sections allowing more finns to enter into the service for different parts of the city. However,
in the case of Ceske Tecin, the city was too small and equipment limited to divide the city into
separate service units.

The chosen private contractor could lease any of the serVice equipment that it needed to provide the
service. The lease contract would also permit the private contractor to deliver the service to other
customers with the equipment, but the contractor could not lease or sell the equipment to anyone else.
Once services had been performed in Ceske Tecin, the private contractor could perform the same
services in neighboring villages in which that panicular service was not provided. In addition. local
factories could contract the finn to provide the service for them. By leasing with such restrictions,
the government would provide the private finns with a flexible operating arrangement while protecting
the city from potential service interruptions.

• local streets maintenance, including winter street maintenance (snow removal);
• miscellaneous operations (e.g. parking garages. campgrounds. sWinuning pools).

Technical Services employees expressed little opposition to privatization. City officials had guaranteed
these employees at least a chance to keep their jobs· after privatization under the new private finns.
though the privatization model had not built in any such provisions. The total number of Technical
Services employees in Ceske Tecin by 1990 was 178, with 23 as administrative clerks.



Mr. Cerny was thinking of bidding on the lease contract for the llOO-liter solid waste container
operations. Though he believed he was technically qualified to best operate the service, Mr. Cerny
would also be competing for the service from other Technical Services managers, including the
current chief of solid waste operations. One of his concerns included potential conflict that might arise
with the operator of the lID-liter solid waste container and landfill operations. Would he fall victim to
being overcharged for use of the landfill by the other contractor? What other potential issues would
Mr. Cerny have to address prior to submitting his proposal?
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Prices charged on rented equipment would be based on the depreciated value of the equipment, set by
the Czech government. The depreciation rate would average annually 13% of the present value of the
equipment. .

For some services such as street cleaning and maintenance of public lighting, the private contractors
would have to invoice the city in order to receive payment. In the case of garbage collection, the
private contractor would receive payment directly from the consumers. Consumers would be billed
based on a detailed calculation of time and material costs (cost-based payment method). Ceske Tecin
would authorize how many times garbage must be cleared...
The government of Ceske Tecin would pay for major equipment overhauls (on an annual basis
usually), while the private contractor would pay for any other standard repairs or improvements.
However, the differences between a major overhaul or standard repair were not well defmed. The
private contractors would also have to replace equipment from their own budgets when the equipment
eventually breaks down beyond repair. The private contractor would pay for any new machinery or
equipment needed to provide the service. The city would not monitor the amount of use or the
maintenance record of the leased equipment.

The city could terminate the lease contract for any of the following five reasons:
• if the private contractor lost his entrepreneurial license3 from failure to pay the license fee;
• if the private contractor died (an heir may take over within 30 days of death);
• if the private contract~r failed to pay for the rented equipment;
• if the quality and timeliness of work was found to be unsatisfactory; and
• if overall performance output was not sufficient.

The private contractor could terminate the contract on any of the following three conditions:
• if the city did not pay the invoices billed to it by the contractor for service;
• if the city did not maintain its agreements in the contract (ie. to pay for major overhauls); and
• if the private contractor became seriously ill or needed to move away.

Tt.e private contractor would have the opportunity once a year to propose changes in the contract
regarding service levels and rates charged. The city could not amend, however, the contract on its
behalf. .

Making a Decision

3Firms had to obtain an entrepreneurial license prior to operating businesses in the Czech and Slovak
Republics

Price Waterhouse LLP 5
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CESKE TECIN: PRIVATIZATION OF MUNICIPAL SOLID WASTE SERVICES THROUGH
A LEASE CONTRACT (Entry Conditions)

Questions for Discussion

1. What advantages does the fonn of PPI chosen provide for the city of Ceske Tecin? What potential
risks may exist for the city through this fonn of PPI?

2. What makes this deal attractive to Mr. Cerny?...
3. What potential problems may exist for Mr. Cerny as the new p~ovider of the service?
.
4. How can this model be applied in other market environments and how should it be modified?

5. What role exists for the World Bank Task Manager in this case?

Price Waterhouse LLP 6
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In 1990, when the city council of Ceske Tecin privatized its waste management services, there were
not many finns. interested in providing this type of sexvice. Much has changed since then. Not only
do Czech firms now seek to provide these services, but foreign firms are bidding as well. The city
council has not yet decided whether or not it will bid out the task to a new contractor at the end of the
year or even bid it out to two contractors, who would then have to share the job. If an additional
contractor was chosen he or she would have to share the transfer station with the fIrst contractor. The
city council thus has two options: to refuse renewal of the existing contract and re-bid the sexvice, or
add another contractor and thus promote competition among the two. The council will continue to
discuss its options before deciding on a plan of action.
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CESKE TECIN-PRlVATIZATION OF MUNICIPAL SOLID WASTE SERVICES TImOUGH
A LEASE CONTRACT: EPILOGUE

The privatization ofwaste services

The privatization of solid waste management services in Ceske Teein began in 1990. First, the city
council requested the transfer all waste facilities from state to city control. Next the city liquidated the
state-owned Technical services. Some former Technical Services employees went to work in the newly
created private waste management firms, while most found other jobs locally. The majority of
employees were terminat¢ because they could not adapt to the new requirements of the private fimi..
These workers were either not interested in adapting their own work patterns or did not have the
necessary skills. The city did not offer the newly dislocated employees other jobs since
unemployment in this region was quite low (about 7%). These workers were able to find jobs fairly
easily on their own through the local placement office.

The city then announced a request for proposal to bid out waste services to local private companies.
The city council wanted the private sector to provide the city with refuse collection and solid waste
transfer. The private contractor would lease waste facilities and office space to provide such services.
Bids were judged using severai criteria: the firm's ability to provide repair of waste facilities (such as
trash receptacles and trucks), its willingness to maintain its own office building, and a guarantee of
quality of service once in operation. Three firms submitted bids for the contract: the local
govemment.of the nearby town Karvinh (about 10 miles away), and two private firms in Ceske Tecm.
The city council would not accept offers from other local governments or foreign flCDlS. This
eliminated the bid from KarvinA. Of the two flIlDS in Ceske Teein, one had no experience in waste
management, while the other firm had considerable experience. Hence, the experienced firm, Peiga,
won the bid.

The other services previously provided by the state, such as street lighting, road cleaning and repair,
city landscaping and greenhouse operation, were now provided by three other private flI1IlS.

Waste services: the current situation

The winning private contractor, Mr. P. Peiga. had extensive experience in wast.~ management. Mr.
Peiga had worked in all departments of Technical Services, and worked in its solid waste department
for the previous three years. When Technical Services closed down he started his own company,
Peiga.

,
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PeZga's expenses include road taxes, gas for vehicles repair of trucks and trash receptacles, employee
salaries, office rental (which is paid to the city) and other indirect expenses. Although Pdga's fees
cover his cost of collection and maintenance, they do not allow him sufficient funds to replace or buy
additional trucks (which cost about $110,000 each). The last improvement made by pczga involved
replacing the receptacle container type on the truck for more efficient collection. This proved
considerably cheaper than ~aving to replace the truck. While small refuse receptacles are city-owned.
large receptacles are now partially owned by the private contractor. Refuse containers in general have
short lives (between 5 and 6 years. depending on the frequency of collection and content) so they must
constantly be replaced.

Initially, pczga employed 26 p.eople. Several workers then left the company and were not replaced
since the workers who remained had gained experience and improved efficiency. In the spring of
1995, there were 17 employees (15 taking care of collection, one accountant, and one secretaiy). The
company now has two garbage trucks fcir small receptacle collection, two trucks to collect large refuse
receptacles (1100 liter). one truck equipped to pump sewage from septic tanlcs. Mr. Pdga has already
purchased three of these trucks and would like the city to sell him. the rest once he raises the necessary
revenue.

Pdga provided services for 1.800 pick-up sights and 227 commercial organizations in Ceske Tecin,.
which has a population of 28,000. Each ofPe!ga's 2,027 customers signs a yearly agreement with
the firm specifying freqliency of collection. Customers may change their requested collection
schedules at any time by sending a letter to the firm. The firm usually handles the requests within
two weeks.

The contract signed by the city council allows' Pdga to provide services for other custOmers,
although it does not allow him to lease any of the equipment to other contractors. Since August
1993,Pe!ga also provides collection services for the nearby village of Albrechtice.

.~
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Table 1

Breakdown or reruse collection by private contractor 1993 1994

household refuse (mixed food residue) 24% 20%

bigger volume household refuse (textiles, paper, plastics) 6% 7%

big volume household refuse (furniture. appliances) 1% 0%

other big volume hous$old refuse (fences) 3% 4%

yard trimmings 1% 2%

septic-tank waste 1% 0%

ash from coal and coke 2% 1%

building and construction rubble 11% 44%

paper cuttings 2% 2%

street cleaning refuse . 2% 3%

road demolition 1%. 5%

soil and excavation 46% 12%

Effect on citizl!ns

The citizens of Ceske Tecin recognized the change in waste management services as positive for
several reasons. Most noticeably, their trash cans were emptied more often than before. Next, their
trash receptacles are now being repaired shortly after they are damaged, or replaced altogether.
Before privatization, citizens often went several weeks without receptacles. Citizens noted that the
service was intIexible and generally unreliable (sometimes the collection simply did not occur for
weeks at a time). They now have the option to decide how often they want their trash to be collected
since the new waste management company is flexible and willing to accommodate its customers.

Collection prices, however, have increased dramatically. In 1993, the price of collection increased by
40% and in 1994. the price was doubled (100%) from the previous year. The city has always paid

... 30% of the cost and citizens are asked to pay a supplement. The city pays the difference from its own
budget (through funds received from the central ,government). In reality. only about one third of
citizens actually pay the requested fee. . .

Price Waterhouse LLP 3



Price of collection per year:

1991: $8
1992: $8
1993: $10
1994: $20
(city still pays 30%)

Waste cannot contain certain solid waste like tires, car batteries, car wreckage, etc. Citizens must J?ay
an added fee to dispose of this type of waste. In the past, citizens received a small fee for depositing
waste such as bottles, C&S1S, scrap metal, etc. This service is rarely provided now, resulting in the
disposal of wreckage throughout the town.

Use ofthe sanitary lmuljiIl

The sanitary landfill shared by the city, located about 25 miles outside of town, is buUt to meet'Czech
regulating standards. Waste is stored by category to avoid chemical reactions which prOduce toxicity
and the corrosion of landfill. The landfill cannot contain potentially self-igniting material, odor
emitting materials, or materials which become 'heat or gas-emitting materials if in contact with water.
Highly-inflammable substances and containers whose contents are under pressure are strictly
forbidden, as well as certain hospital waste, metals, toxic pollutants, and organic or inorganic
materials must fit into a strict and specific code of law as far as which quantities are allowed. Any
amount considered hazardous under Czech law will not be admitted. into the landfilL

The landfill is composed of two artificial layers resting on a natural stone basin whose bottom is semi
permeable but was made impermeable with insertion of a mineral seal two feet thick. The second
layer is made of foil. The landfill has the technical capability to drain rain or groundwater and
transfers the water to an impermeable pool where it can be purified. It also contains a groundwater
monitoring system. When parts of the landfill are full, it is covered by soU and prepared for
recultivation.

LandfJ.Il operators monitor the weight, quantity and quality of refuse. They provide space for
handling waste·before it is put into the landfill, and clean trucks and other landfill equipment such as
bulldozers, earth movers, landfill compactors, etc.

Price Waterhouse LLP 4
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Table 2

Some concerns

The city council would eventually like to tranSfer all its waste facilities (excluding its offiCes) to the
private contractor. who currently rents these. This would eliminate the city's duties to pay for the'
annual overhaul of the facilities. The contractor would like to buy the facilities, although slowly, as
his income allows it.

Mr. Pefga believes that cooperation between his firm and the city has generally been good. One
dilemma mentioned by Mr. Pefga , however, is the city's lack of vision. In 1993, Mr. Pefga
wanted to inv~t in a sorting facility which would include an incinerator and a transfer station. The
city council vetoed this proposal since they believed that building a sorting facility. would not be
profitable for their small city. The city advised Mr. Pefga to start sorting on.a small scale (with such
activities as recycling paper first), then to slowly expand his activities. The need for a sorting facility
has taken on new importance, however, since a recent Czech law states that as of June 1996, all
refuse will have to be sorted. The city council has suggested that cooperation be started with other
neighboring cities in order to pool resources.

5Price Waterhouse LLP

Furthermare. Cle city council has no modification or expansion plans for collection and disposal of
solid waste. The council is aware of how much refuse the city produces, and since it presently has a
place to put it, it is not eager to develop a plan for the future. But this plan will be needed shortly.
At the end of 1994, the landfill within the city's district was shut down because it was not legal. The
landfill did not have the required protective underlayer and toxins seeped into groundwater sources.
The city currently operates another landfIll which only accepts inert substances (construction debris,
etc.). Presently, non-inert waste must be taken to another landfIll, about 25 miles away. The city of
Ceske Tecin must pay for this service on a per dump basis. The city also uses make-shift transfer
stations since it is cheaper than building a new transfer station. This make-shift station is unprotected,
open and unsorted. Two prospective sites exist for new landfIlls, but which are currently only in the
proposal stages. In general, private firms are interested in developing a contract for this service. The
city would not assist monetarily, but would provide the land. The current temporary solution involves
Mr. Peiga taking the waste to the make-shift transfer station, where his responsibility ends. A
transport company, which runs a bus and truck service in the Czech Republic, then takes the waste to
the landfIll.

Fee structure in dollars per ton 1992 1993

soil and rock. dirt. misc. .04 .11

other solid waste except above .93 2.59
..

municipal solid waste .74 2.59

special waste not inclul!ing hazardous waste and municipal 4.07 11.85
solid waste

hazardous waste . 111.11 148.15

I
I

I

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I



Mr. Peiga also noted that the city hall's bureaucracy is very slow"to respond to resolving needs in the
waste management area. Mr. PeZga cites an example: when citizens place their trash into
receptacles, refuse sometimes spills over onto the street. Since his contract does not cover this task,
the refuse was left in its place. The citYCleaners ignored the refuse as well, so it was not cleaned up.
Mr. pc.zga would eventually clean up the trash even though he was not paid to do so. He plans to
ask the city to pay him for this service next year.

As another example of bureaucracy's problems, Mr. Pdga sends a monthly invoice to the city, who
in tum pays him. Mr. PeZga then pays taxes out of his income. He would like to receive a subsidy
from the city, as well as the process to be simplified. He believes it would be more efficient if they
settle on one amount ana have the city pay him directly.

. The city is supposed to pay for the annual overhaul of waste equipment. Since the term ·overhaul· is
not specified, the private contractor must negotiate the terms each year. Mr. PeZga first requests the
overhaul, then both parties agree on what is necessary given the technical state of the trucks, and the
city's budget. The city tries to minimize the amount it provides for overhauls since they are quite
expensive (a truck engine overhaul rons about $20,000). The city would like to sell all the facUities to
the private contraCtor who would then assume responsibility. but must wait until the contractor has the
funds to do so. .

Price Waterhouse LLP 6
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Introduction I

Structure of the Power Sector

PInLIPPINES-HOPEWELL NAVOTAS I POWER PROJECT THROUGH BUILD-OPERATE
TRANSFER (part A: Entry Conditions)

Prior to 1972, power was mainly generated and distributed by the private sector. During this time, the
NPC. held responsibility only for hydropower development, while the Manila Electric Company
(MERALCO), the largest private distnoution utility in the Luzon grid, operated its own oil-based
thennal plants. In 1972, however, the government reorganized the power sector in response to

1Price Waterhouse UP

Hopewell Holdings Limited (HHL), a Hong-Kong based holding company, had earlier expressed to
the GoP an interest in participating in such a project. HHL had just completed in 1988 the first
successfully operating BOT power plant outside of the United States. The new 700 MW Shajiao coal
fired power plant in the Guandong Province of the People's Republic of China was intact and
operating profitably. Though HHL had substantial experience in BOT projects, it needed to further
examine the proposed project's enabling environment for private sector participation before submitting
a proposal.

lThis case study was developed by Price Waterhouse UP for the Private Participation in Infrastructure (pPI)
Seminar given for the World Bank. The case is meant to serve as a basis for class discussion rather than to
illustrate either effective or ineffective handling of a business scenario. The authors of the case wish to thank the
World Bank's PPI Group and Mr. Bob Parra of Price WaterhouselPhllippines for obtaining information
necessary to write the case. Sources for this case include: Submjssion and Evaluation of Proposals for Private
Power Generatin~ Projects in DeyeJQPjn~ Countries, a joint paper by the World Bank and USAID; various
infrastructure assessment studies submitted by the World Bank; a project recommendation report from the Asian
Development Bank; and excerpts from the Seminar on Public-Private Partnerships (PPP) presented by the
Coordinating CouncU of the Philippine Assistance ProgramlUSAIDlPrice Waterhouse LLP. Further use of the
case is prohibited without permission from Price Waterhouse UP and the World Ba:nk's PPI Group.

In March 1988, the National Power Corporation (NPC), the state-owned entity responsible for bulk
power generation and transmission, advertised an invitation to bid on the construction of the 200 MW
turbine gas power plant through a Build-Qperate-Transfer (BOT) scheme. This project would serve as
a pilot attempt to gain experience in BOT projects prior to initiating larger scale commitments. The
plant would be located at the Navotas Fishing Complex. At the end of a 12-year cooperation period,
the plant would be transferred by the operator to the NPC at no cost.

In 1988, the government of the Philippines estimated that a shortfall in electricity generated, averaging
about 500 MW, would occur betWeen 1989 through 1990 within the Luzon power grid. The
government concluded that a 200 MW single cycle gas turbine power plant was needed to act as a
standby facility to provide power for peak-load purposes. This arose from two major developments: a)
higher than expected demand growth; and b) the governments decision not to use the 620 MW nuclear
power plant at Bataan. The government had concerns over the power sector's ability to meet the
demand levels to support economic growth.
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Problems in the Power Sector

Encouraging Private Sector Participation

In 1988, the electric power market had a combined installed capacity of 6,850 MW and generated
24,615 GWh. The NPC accounted for 93 % of all the electricity generated in the Philippines, while
private utilities accounted for 2 %of electricity generated.

The government's decision to halt the completion of the Bataan 620 MW nuclear plant due to
environmental safety problems created a serious impediment to the NPC's generating capacity. This
resulted in a need to retain old, poorly maintained plants in operation which had otherwise been
retired.
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In July 1987, the government instituted Executive Order No. 215, which opened the doors to the
private sector to construct and generate power generation facilities. This order allowed the private
sector to enter into various contractual arrangements with the government, including cogeneration
build-own-operate-transfer (BOOT) schemes, and relaxed the laws established in Presidential Decree

The Philippine Constitution permitted foreign ownership based on two requirements: a) only
companies whose capital was at least 60% owned by Filipino nationals could purchase land, or
otherwise lease land (up to 50 years); and b) only companies that were at least 60% owned by Filipino
nationals could construct, operate, and own public utilities.

Electricity losses had increased from about 14% in 1980 to about 18% in 1988. In 1988, public
investment in power was 2,305 million Philippine pesos (U8$108 million), or 28 % of total
government investments for public infrastructure. This fell from 3,903 million Philippine pesos
(U8$187.6 million), or 31.1 % of total investments in 1987, and from 4,977 million Philippine pesos
(U5$239.3 million), or 42% of total investments in 1986.

By 1988, the NPC had made few investments in new generating plants, and existing plants needed
extensive maintenance, refurbislunent, and modernization. The NPC's self-financing ratio (cash
available from operations for investment/3-year average capital expenditure) was negative for 1987
1988, significantly below the norm of 20-30% that was appropriate for utilities that needed to
undertake major capital expenditures.

The electric power market in the Philippines was now divided into two major power delivery systems:
a) a generation and transmission system dominated by the NPC; and b) a distribution system
consisting of 32 private and municipal utilities, which included MERALCO, and 118 rural electric
cooperatives (RECs). The NPC was government-owned and responsible for the majority of power
generation in the Philippines, including three independent power grids in Luzon, Visayas and
Mindanao. The NPC also sold power to distribution utilities, large industries and the RECs.

problems in long-range planning caused by the sector's fragmented structure. Presidential Decree No.
40, issued in 1972, provided that the establislunent of transmission line grids and the construction of
generating facilities was to become the sole responsibility of the NPC as the state implementing
agency. .

7.,0
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No. 40. The main features of Executive Order No. 215 included:

Project Design

The NPC would use the 200 MW gas turbine power plant as a peaking plant for about four hours per
working day and as ~ standby in case of emergency. Electricity would be generated by the plant at the

BOT projects. however. did not automatically qualify for "pioneer status." Rather. certain areas of
investment were identified as "potentially pioneer." including power generating plants. Power project
sponsors would have to appear before the Board of Investment to apply for "pioneer" status. and upon
approval, would receive the benefits under the Omnibus Investment Code.

3Price Waterhouse UP

Executive Order No. 215 gave the NPC authority to process the bidding and award of the projects.
thus avoiding a lengthy approval process. The NPC was also authorized to determine and award credit
enhancementsllimited guarantees (capital infusions made by participating parties to reduce risks in case
of adverse events) in order to make the project more attractive to the private sector.

Priority areas of the economy were divided into two groups: "pioneer" and "non-pioneer". Pioneer
status allowed for 100% foreign ownership. but the area of investment had to be returned to Filipino
ownership afrer 30 years. Non-pioneer status only applied to areas of investment in mass transit
operations. storage and processing facilities. and port infrastructure.

The government also enacted the Omnibus Investments Code in July 1987 to liberalize the country's
investment policies. Part of the Code prescribed the incentives to companies who invested in the areas
of the economy that were classified by the Board of Investments as "priority areas." Such incentives
included three to six year tax hol~days. tax deductions for labor expenses. tax credit on domestic
capital equipment. and tax and duty exemption of imported spare parts and supplies.

• allowing the NPC to recruit private sector participation in power generation consistent with its
Power Development Program; .

• pennitting construction. ownership and operation of generation facilities by private parties.
including foreign entities provided they were governed by Philippine Laws relating to
corporate registration (under Philippine law. a foreign company could only operate in the
Philippines by establishing a local legal entity) and electric utility regulation;

• allowing the private sector to construct and operate power plants throughout the country and
sell electricity to the NPC grids where they existed. or to end-users in areas outside the NPC. ~

gnd;
• not requiring the NPC or any other electric utility to pay more for power than if they had built

the plant themselves;
• increasing power capacity through private sector generation of electricity to meet target

demand without fmancial support from the government.

• Another bill was pending in the House of Representatives that would have authorized all government
infrastructure agencies to enter into contracts with any pre-qualified private contractor for the
fmancing. construction. operation and maintenance of highways. bridges, airports. communication
facilities, and power and electrification systems.
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The government could claim abandonment by the private contractor if physical completion of the plant

The NPC had not guaranteed the minimum amount of energy it would purchase. The government did
provide, however, a performance undertaking through which the government guaranteed NPC's
performance and payment obligations (e.g. capacity fee, fuel provisions) to the private contractor.

NPC's request and supplied to the Luzon grid.

The proposed plant did not pose any sign.ificant environmental risks. An environmental impact study
conducted by the NPC concluded that the chemical emissions into the atmosphere and liquid effluent
into the Manila Bay met standards set by the Environment Management Bureau.

The private contractor would be responsible for the design, construction, testing, commissioning and
operation of the power plant. The private contractor would also be responsible for fully fmancing the
project as well as pay for all project cost overruns. The private contractor would be liable for
penalties if the required.Fwer generation capacities and efficiencies set by the NPC were not met.
Further, the private contractor would have to obtain all permits necessary for project implementation.
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Through an energy sales agreement, the private contractor's only customer would be the NPC. The
NPC would be obligated to pay a monthly capacity fee in US dollars to the private contractor,
whether any electricity was generated or not. for standby capacity committed to be available. The
NPC would also pay a monthly energy fee based on electricity actually generated and supplied to the
NPC. A majority of the energy fee would be paid in US dollars to an offshore escrow account, while
the remainder would be paid in local currency to cover operating and maintenance costs incurred
locally by the project company.

The NPC would take charge of leasing the land for the project from the Philippines Fisheries
Development Authority and make it available to the private contractor at no cost. At the end of the
cooperation period, the private contractor would hand over the project to the NPC, also at no cost. In
addition, the NPC would ensure access to and from the project site and provide all necessary inputs
for construction, testing, and commissioning the power plant. Some of these inputs included on-site
roads, supply of fuel free of charge, start-up electricity. site water, security services, transmission
lines, estate taxes and assessments.

If the private contractor qualified for pioneer status, the following incentives would be granted to it
under the 1987 Omnibus Investment Code:
• 100% foreign ownership;
• exemption from all national internal revenue taxes for 6 years from start of contract date, with

the right to apply for extensions allowable under law;
• full exemption from customs duties and national internal revenue taxes on importation of

Capital equipment and spare parts up to August 1992, with the right to apply for an extension;
• tax credit equivalent to 100% of customs duties and national internal revenue taxes for locally

supplied capital equipment;
• full exemption from value-added tax and local contractor's tax for the private bidder and for

contractors associated with the project;
• unrestricted use of consigned equipment.



Making a Decision

The NPC would also have a continuing option to buyout the equity holders after 5 years by paying the
remainder of the present value of the capacity fee.

were not achieved at the end of a period of 10 months after the target date of completion. The NPC
would require the private contractor to post a performance bond of US$4 million as security for its
completion obligation. For reasons of force majeure (ie. earthquakes or civil wars), NPC would
refund the project company their capital costs plus a 10% premium.

..
Hopewell Holdings Limited planned to propose the refurbishing of three used turbines, instead of the
purchase of new equipment. HHL also planned to use its subsidiary, Hopewell Project Management
Company (HPMC), to prepare the project and provide the majority of the equity for the project. To
cover its obligations to pay for all project cost overruns, HHL would most likely enter into a fixed
price turnkey contract with Slipform Engineering Limited (SEL), another subsidiary with substantial
experience in civil construction and portfolio investment. HHL was also aware that it would need to
establish a local subsidiary in order to even be considered for pioneer status and receive the benefits
under it. Though realizing who it would need to implement the project, what issues did HHL have to
work through to ensure that the project itself would succeed?

5Price Waterhouse UP
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Questions for Discussion

1. What advantages does a BOT scheme provide for the GoP?

2. What makes this project attractive to Hopewell?

5. What factors may contribute to the success of this BOT project?
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6Price Waterhouse UP

4. How are risks commonly allocated in a BOT project? What risks are being born by each party in
this case? What constitutes a fair allocation of risks?

6. Is there a role for the World Bank Task Manager in this case? If so, what type of role?

3. What issues does Hopmvell need to resolve before submitting a bid?

PlllLIPPINES-HOPEWELL NAVOTAS I POWER PROJECT THROUGH BUILD-OPERATE
TRANSFER (part A: Entry Conditions)



This project was sponsored by the following entities:

Introduction I

Project Sponsors

1Price Waterhouse LLP

IThis case study was developed by Price Waterhouse UP for the Private Participation in Infrastructure
(PPI) Seminar given for the World Bank Group. The case is meant to serve as a basis for class discussion rather
than to illustrate either effective or ineffective handling of a business scenario. The authors of the case wish to
thank the World Bank's PPI Group for obtaining information necessary to write the case. Further use of the
case is prohibited without permission from Price Waterhouse UP and the World Bank's PPI Group.

• Financial Advisor: Citibank was an experienced financial advisor and the financier of
Hopewell's Shajiao deal.

• Turnkey CC'ntractor: Slipfonn Engineering Limited (SEL) was a subsidiary of HHL.
.• , SEL was the turnkey contractor for the projects. SEL was engaged in civil

. construction, consulting services, portfolio investment and had extensive experience in
project management and civil construction.........

• Local Project Sponsor: Incorporated in the Philippines to implement, manage,
operate, and maintain the power plant. The company would be established as
Hopewell Energy Philippines Corporation (Hopewell Philippines).

• Project Equity Sponsor: Hopewell Project Management Company (HPMC), a
subsidiary of HHL, was jointly owned by HHL and Kanematsu Gosho, Ltd (KGL) of
Japan. HPMC the provided majority of the equity to the project.

Hopewell Philippines, the local private company established by HHL, was granted pioneer status and
the associated incentives under the Omnibus Investments Code by the Board of Investments on January
31, 1989. Hopewell Philippines was also registered with the Philippines Securities and Exchange
Commission

Hopewell Holdings Limited (HHL) was the only company to submit a bid that confonned to the
parameters set by NPC. Two other bids were accepted, but not submitted as BOT projects and were
twice the cost of Hopewell's. This was primarily due to the fact that the other companies proposed
purchasing brand new equipment, whereas Hopewell proposed the refurbishing of three used turbines.
Contract negotiations began in May of 1988 and a contract was signed between Hopewell and NPC in
November of the same year.

PIDLIPPINES-HOPEWELL NAVOTAS 1 POWER PROJECT THROUGH BUILD-OPERATE
TRANSFER (Part B: Financing Package)
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Total cost for the project amounted to US$45.47 million. broken down as follows:

Total Project Cost

Other participants in the project were:

• Civil Works: Civil works was undertaken by local contractors who were pre
qualified and selected on a competitive basis.
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100.0

PERCENT OF TOTAL
57.3
13.7
7.5
7.5
5.4
8.6

41.00

45.47

4.47

2

COST CUSS millions)
23.50
5.60
3.10
3.10
2.~0

3.50

TOTAL COSTS

HP~c-COSTS

NPCCOSTS

Price Waterhouse LLP

• ElectricallMechanical Design: This was carried out by Ewbank Preece Engineering
(HI{) Limited. which assisted HPMC in an advisory capacity in inspecting the turbines
and appraising them. Additionally. the fum was to provide consulting. services to SEL
in the dismantling of turbines in the US and then re-erection in the Philippines.

• Implementing Agency: The Govemment-owned National Power Corporation (NPC)
was responsible for bulk generation and transmission facilities in Luzon. Visayas.
Mindanao and other major islands.

• Civil Designer: A civil works design contract was let by Hopewell Philippines to Ove
Amp and Partners, H.K., a firm internationally mown for its competence in civil
designs. with representatives'in the Philippines.

ITEM
Gas Turbines
Refurbishment. Shipping
Switchgear
Civil Works
Interest During Cons.
Others



BOT SECURITY PACKAGE

Energy Sales Agreement

Financing Agreement

Land/Construction Agreement

3Price Waterhouse LLP

HHL would purchase 3X75 MW Westinghouse gas turbines that belonged to Tri-State Corporation, a
non-profit, wholesale power supply utility cooperative based in the United States. The equipment was

Equipment Agreement

Hopewell would be liable for penalties in the event of failure to generate the contracted amount of
electricity at agreed upon heat levels. Hopewell would be penalized for not producing enough
electricity at that specified heat level.

In addition, the NPC would pay a monthly energy fee based on electricity actually generated and
supplied to NPC, although there was no minimum guaranteed off-take. The majority of the energy fee
would be paid in US dollars to an offshore escrow account and the balance would be paid in local
currency for use by Hopewell Philippines for expenses incurred locally. Fuel would be supplied by
NPC at no cost to Hopewell Philippines.

The government would guarantee NPC's payment obligations through a performance undertaking, by
which the government backed NPC's obligations to the winning contractor (ie. capacity fee payment,
energy fee payment, no-cost fuel provisions, etc.).

HHL's responsibility to' finance the project as well as cover cost overruns was accomplished by
entering into a fixed price turnkey contract with SEL. To guarantee its obligations, SEL posted a
performance bond of US$3.5 million, equivalent to ten percent (10%) of the turnkey contract. The
economic consequence of any delays in delivery or any cost overrun in excess of the performance
bond was to be the responsibility of HHL. .

NPC would pay a monthly capacity fee to Hopewell Philippines, regardless of usage, for standby
capacity committed to be available. The NPC guaranteed that it would pay to Hopewell Philippines a
fixed capacity fee of $3.225 per kw per month, which would represent 90% of the project's revenues.
This fee would be denominated and paid in US dollars to an offshore escrow account in Hong Kong.

The site for the power plant was leased by NPC and made available to Hopewell Philippines at no
cost. This site, including the facility, would revert back to NPC at the end of the cooperation period
free of charge.

The BOT security package developed NPC and HPMC was a comprehensive agreement which
included project implementation, power- sales and fuel supply arrangements. The security package
served as a summary of all the key contractual undertakings and provided the basis from which the
other project contracts were subsequently developed.
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Abandonment & Buy-out Agreement

Operation & Maintenance Agreement

Shanahan Engineering. based in Ireland. carried out the dismantling. shipping and couunissioning of
the turbines as subcontractor to SEL. They also installed the high-voltage switchyard.

The security package further permitted NPC to buyout the equity holders after five years by paying
the remainder of the present value of the capacity fee.
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Planned maintenance and downtime was calculated as a function of operating hours and unit starts
times twenty (20) hours. Downtime occurs every fOUf thousand (4,000) hours and downtime varies
between seventy-two (72) hours and seven (7) days.

Routine annual. monthly. and weekly system operation programs were to be prepared by NPC in
consultation with Hopewell Philippines. Programs would allow for downtime to enable Hopewell
Philippines to maintain gas turbine generators in line with manufacturer's recommendations.

Hopewell Philippines was responsible for the managements. operation. maintenance and repair of the
power station throughout the cooperation period. Although the intention was to utilize the plant for
peak shaving (4 hours per day). the plant was to be fully manned and available to generate in excess
of minimum output requirements. Operation on'weekends and public holidays was subject to notice
fromNPC.

. .
Had abandonment occurred for reasons of force majeure. NPC would have refunded to the company
the capital cost incurred plus a ten (10) percent premium.

If abandonment by HPMC occurred. HPMC would pay US$4 million in full and final liquidated
damages in addition to any delay penalties incurred. HPMC would post a US$4 million bond as
security for this obligation. Hopewell Philippines would assume this obligation as a party to the
accession agreement between llliL and NPC. SEL would counter-indemnify HPMC for this amount
to cover its liability.

The units were approximately twelve (12) years old. although they were used for only two thousand
(2.000) running hours and considered in good condition. The turbines were refurbished to "zero
running hours" and were expected to have no difficulty delivering rated output of 210 MW during the
entire cooperation period.

sold to Hopewell by George Zaferos, Inc. (GZI), a company that acted as the intennediary and had
exclusive selling rights to the units.



Debt Holders

PROJECT FINANCING

Financing Package

60.10
19.90
10.00
10.00

100.00

Percent of Total

US$IO.0MM
US$10.0MM
US$1O.0MM

US$ 30.0MM
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6.61
2.19
1.10
1.10

11.00

Contribution
fUSS Millions)

Total

ADB
IFC
Commercial Co-financing

(i)
(ii)
(iii)

Price Waterhouse LLP

(i) HPMC
(ii) Citicorp
(iii) ADB
(iv) IFC

The Debt holders were as follows:

The ADB portion was a currency-specific loan in US dollars from its Ordinary Capital Resources
(OCR) to Hopewell Philippines. The term was ten (lO) years inclusive of a grace period of one year.

The debt-equity swap mechanism, pursuant to Central Bank (CB) Circular No. 1111, was used to
provide equity funds. This mechanism allowed Citicorp, for example, to purchase eligible debt paper
at prevailing market prices which the Central Bank discounted and converted to equity in Philippine
pesos. This meant purchasing debt from a "fresh water" bank that held debt paper in dollars of about
the same face value as that which had to be invested in Navotas. Citicorp then retired the debt on that
paper with the Central Bank, who converted dollars into pesos for Citicorp to contribute equity to the
Navotas proje!t. ~

The equity portion of the capital structure, accounting for 37% of the total capital, was composed of
the following:

Equity Component

Total capital raised for the project was US$41.0 million: US$30.0 million came in the form of debt
and US$11.0 million was in the form of equity. In addition, NPC spent US$4.5 million for
construction of fuels oil tanks and related transmission lines. These were financed by NPC out of its
own resources. Of the US$45.5 million total funding, US$36.66 million (80.62%) was provided in
foreign exchange and US$8.81 million (19.38%) in local currency.
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Payments Structure

The Security Package for lenders

The lender's security package included the following provisions in the loan agreement:

In addition, the security package also included:
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(US$4.0 million)
(US$2.0 million)
(US$2.0 million)
(US$2.0 million)
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Osterreichesche Landerbank AG
Indosuez Asia Ltd.
Credit Lyonnais
Girozentrale Bank
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(i) A real estate and chattel mortgage on all fixed and moveable assets of Hopewell
Philippines respectively

(li) A special Power of Attorney to exercise all rights under the Project Agreement
(iii) Charge over the escrow account
(iv) Assignment of all insurance proceed including business interruption insurance.

The finances for the project company were handled by an escrow agent based in Hong Kong. Under
this arrangement, the escrow agent received the capacity fee from NPC and used this money to make
debt service payments to the project's lenders. Whatever cash flow was left over was handed over to
the project company.

(i) Maximwn debt/equity ratio of 75:25
(ii) Minimum liquidity ratio of 1.3:1.
(iii) ":- General minimum debt-service ratio of 1.3:1
(iv) Maintenance of 3 months forward moving balance of debt-service payments
(v) Retention of minimum cash dividend balance of $.95 million until co-financing loans

were repaid
(vi) No buyout of equity shares untillong-teon debt was repaid
(vii) Payment of dividends would be subject to satisfactory payment of due debt-service and

compliance with the covenants above.

The IFC loan was a variable rate loan at 2% over 3-month LmOR. The teon of the loan was fixed at
9 years with 36 quarterly installments commencing six months after project completion.

The teon of the CFS loan was seven years with an one-year grace period. The interest rate was 1-314
per cent above three-month LmOR.

Commercial co-financing in the amount of US$10.0 million was arranged by the ADB through its
Complementary Financing Scheme (CFS). The participating banks were:

The interest rate was fixed at 10.75% per annum. A commitment fee of 1% per annum on 50 percent
of the loan amount less any disbursements during the first year, and 1 percent per annum on the loan
amount less any disbursements thereafter. A front-end fee of 1/2 percent was also charged to recover
the Bank's processing expenses.

,1,72
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HOPEWELL NAVOTAS 1 TODAY

PROJECTED PERFORMANCE
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This was due to the fact that certain legal/contractual problems were encountered. The first major
obstacle was a complication in the lease of land between the Philippine Fisheries Development
Authority and NPC. Second, a delay in fmalizing all legalistic matter caused time slippage in the
purchase of equipment. The turbines were finally purchased in August of 1989.

It was often the case that timetables were not adhered to, for a wide variety of reasons. In the case of
Navotas 1. the effective date of the contract was postponed from May 31, 1989 to October 1, 1989.

(i) Cash flows are highly predictable and stable.
(ii) Three-month forward debt-service is permanently blocked in the retention account.
(iii) Dividends of up to US$ 0.95 million are retained until shorter term commercial bank

loans' are repaid.

Assuming the project would earn only capacity fee payments, the return dropped to 13 % in current
dollar terms and the debt service coverage ratio would drop to 1.0. The project was able to service
its debt"even in the case that it did not generate any power over its entire life. This low-debt service
coverage ratio was offset by three other factors:
~ .~

Sensitivity Analysis

Operating costs (excluding depreciation) were estimated at about eighteen percent (18%) of total
revenues and were projected on the basis of comparable plants in the Philippines.

Performance was tested against two possible adverse situations: (i) a reduction from 210 MW to 200
MW which would have resulted in a decrease of the capacity fee, and (ii) no energy fee for the life of
the project due to non-utilization.

The projections assumed that the project would be able to obtain capacity fees for 210 MW on a·
consistent basis. Energy fees would account for less than ten percent (10%) of total revenues in the
base case. The return on equity was 'seventeen percent (17%) measured in current US dollars. Debt
service remained tight in years 2 and 3, reflecting the fact that commercial bank loans would get paid
off on a shorter schedule, six months after the end of a six-month grace period.

Operating Projections

The gas turbines were expected to operate in a peaking mode with a plant usage factor range of 0-
25%. Based on demand growth projections in the Luzon grid, and given the planned addition of new
coal-fired base load plants, NPC estimated an average plant usage factor of fifteen percent (15%) for
three turbines until the year 2000. Base case assumed an average plant usage factor of ten percent
(10%), dropping to eight percent (8%) in years 1992, 1995, 1998, and 2001, due to additional
required downtime for maintenance in those years. As no new base load capacity was expected to be
on stream until 1993, it was virtually certain that these turbines would be used extensively to meet
peak load demand until 1993.
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Because of these delays, a revised completion schedule was agreed:

Navotas 1 was an excellent and rapid solution to the Luzon energy crisis.

(i) Unit 1 July 7, 1990
(ii) Unit 2 August 15, 1990
(iii) Unit 3 September 30, 1990

Damage to the equipment occurred during shipping, causing more delays. All three units were
shipped to Hong Kong for repairs. Two out of the three units suffered largely superficial damage but
the third unit required extensive repairs. Repairs were undertaken in Hong Kong by ADB.
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No other operational problems were en~untered and the project was ultimately completed on time,
based on this new schedule. Plant availability was at an average of ninety-eight percent (98%) with
average running time per weekday of thirteen (13) hours. Needless to say, running time was much
longer than anticipated and this resulted in greater returns through increased energy fees.



Introduction)

Economic and Political Background Prior to 1983

Case I: Restructured Port
Port Kelang, Malaysia

) This case study was written by 1'rU:e Waterhouse LLP as part of the Regional Seminar on Ports Restructuring,

Project Number 690-0280. The seminar was funded by the U.S. Agency for International Development, Regional
Center for Southern Mrica, on behalf of the Southern Mrican Transport and Communications- .commission and the
Port Management Association of Eastern and Soulhern Mrica. This case was prepared as the basis for class
discussion rather than to illustrate either effective or ineffective handling of an administrative situation.

December 6, 19951Case study: Port Kelang

Malaysia is comprised of Peninsular Malaysia at the southern tip of the Asian mainland, and East
Malaysia on the island of Borneo. About 80% of the roughly 17 million inhabitants reside on the
Peninsula (see Exhibit 1). Malaysia obtained independence from Britain is 1957, and for a
decade experienced an average growth rate of about 6% per year, and a 30% increase in per
capita income. Economic growth and political stability contributed to the country's positive trade

Mr. Ahmed was confident that, while there were many reasons that pointed to the success of the
container terminal's privatization, he believed that the issues were more complex than the ports
themselves realized, and that not every port was positioned to easily replicate the privatization
methodology employed at Port Kelang. He was anxious to inform the board of his views, and was
ready to answer their questions.

It was two years since the privatization of Port Kelang's container terminal. Not only had the
terminal been the first port operation to be turned over to the private sector, but it was also the
government's pilot project to initiate nation-wide a private sector development program. Many
claimed it had been a success, but not everyone agreed. There were several concerns about the
pilot project, including the appropriateness of privatizing a natural monopoly; of "selling off' what
had already been a successful and profitable government entity; and of protecting the interests of
the workforce. Some also questioned the long-term impact on the financial performance of the
rest of the port without what had traditionally been the most profitable division.

On September 14, 1988, Mr. Jafaar Ahmed, Deputy Director of the Ministry of Transport (MOT),
was in the process of reviewing his presentation to the Prime Minister's Privatization Task Force.
He had been called upon to present the Ministry's views on the proposed Ports Privatization Act
which was being drafted for approval by the Parliament. The act currently allowed each port to
develop and implement its own privatization strategy, subject to approval of the MOT. However,
the Ministry believed that formulating a comprehensive ports privatization strategy should be the
responsibility of MOT officials and the Task Force. These organizations had acquired some
measure of privatization knowledge and experience over the past few years.
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Private Participation through Privatization

surplus, budget surplus, and low inflation rate. Private enterprise flourished without much
government intervention.

The concerns of government officials at the outset of this process were numerous. For example,
there was no domestic precedent or expertise in privatization; the general public and the unions

An international recession in 1981-1982 severely affected Malaysia's trade balance and fiscal
stability. By the end of 1982, external debt reached 93% of CDP. During this economic crisis,
Dr. Mahathir bin Mohjamad stepped in as the new Prime Minister. His government decided on
two measures to reverse the economic decline: first, improve poor performance in state-owned
enterprises, and second, increase the level of private participation in the economy, thereby
reducing public expenditure.
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reduce the administrative and financial obligations of the government
improve the efficiency and productivity of state-owned enterprises,
increase the level of private participation in the economy by promoting investment and
entrepreneurship,
reduce the monopolies and bureaucracy present in the government, and
perform all of the above in the context and spirit of the NEP.

Case study: Port Kelang

•
•

•
•
•

Prime Minister Mahathir was convinced that Malaysia's current economic crisis was due largely to
the government's increasing financial and administrative obligations for the management of an
overwhelming number of public enterprises. He firmly believed that a majority of public
enterprises suffered from poor managerial decision-making, inefficient use of resources, and
unmotivated employees - problems that could be resolved in part by encouraging the participation
of the private sector. Backed by Mahathir, the government decided on a set of objectives for
developing the private sector, including:

The Bumiputra government implemented a New Economic Policy (NEP) which required a more
active government role in the redistribution of wealth which would favor the Bumiputra majority.
Developing state-owned enterprises was seen as the necessary vehicle for implementing NEP.
The government's role in the economy doubled from 24% in 1966 to 48% in 1981. Expansion
of this program kept the economy growing at a solid pace for ten years, aided by increasing
commodity prices for key Malaysian exports, notably rubber, tin, palm oil, and crude oil.

The Malaysian population consisted of three ethnic groups. The indigenous population, called the
Bumiputras, comprised roughly 50% of the population, yet were among the poorest. The Chinese
comprised 35%, and the Indians, 12%. During the 1960's, the government pursued a policy of
income redistribution to help relieve the Bumiputra population of widespread poverty, but these
efforts proved too limited in scope to be effective. In 1969, violence broke out and the
Bumiputras seized control of the government.



Management

Port Kelang Before Privatization

were expected to be opposed to the idea; and the window of opportunity for demonstrating a
successful beginning was limited. Immediately, the government began the tasks of forming a
privatization entity, establishing laws and regulations, and selecting the first entities for
privatization.

December 6, 19953Case study: Port Kelang

As a statutory authority, KPA had financial autonomy which required KPA to raise its own funds
and pay corporate taxes. KPA had the right to hire and fire its own staff, but could not authorize
transfers of employees to other government agencies. Although autonomous, KPA's Board of
Directors included officials from the Ministry of Transport, Ministry of Finance, the Economic
Pla~ning Unit, a'nd the Selangor State Secretariat. The presence of so many government entities
impinged on KPA's ability to act independently; for instance, KPA was required to purchase a
crane for the container terminal from a designated manufacturer that KPA would not have
considered otherwise.

From 1901 to 1963, Port Kelang was managed by the Malay Railway Administration. Port
Kelang served the area surrounding Kuala Lumpur, and was the principal port of the country.
Under the Port Authorities Act of 1963, management was transferred to the newly-created Kelang
Port Authority (KPA). KPA was responsible for both regulating and managing the activities of the
port.

Mter carefully evaluating a short list of potential candidates, the Prime Minister personally
selected the Port Kelang Container Terminal as the first pilot company to be privatized. Although
the reasons for the container terminal's selection were not made clear, it seemed to be in line
with national objectives to revitalize the transport sector by increasing efficiency and reliability
while decreasing costs. Linkages to foreign markets were considered essential for expanding the
country's economic growth, and sea trade played an important role the export/import market. In
fact, one of the government's overriding concerns regarding the penormance of Port Kelang was
the long-term impact on Malaysia's ability to facilitate international trade. Lastly, the container
terminal's solid financial condition and potential for growth would presumably appeal to investors.

Located 30 miles from the inland capital of Kuala Lumpur, on the straits of Malacca off the South
China Sea, Port Kelang is the largest and most important of the fifteen Malaysian ports. Seven
additional ports surround the Malaysian peninsula, while another seven ports cover the coastline
of west Malaysia. Competition for international trade emanates primarily from the port of
Singapore, located at the southern tip of the peninsula.
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Operations

In the early 1980's, all aspects of port operations were handled by the Kelang Port Authority
(KPA), including tugs, pilotage, stevedoring, container handling and container freight station
operations. The port operated reasonably efficiently with 24 hour operations for all major ship
handling services.

Port Kelang was primarily a general cargo port with 14 berths handling principally general break
bulk cargo on ocean-going and coastal vessels. In addition the port had three berths dedicated to
Ro/Ro and container traffic. Dry bulk handling facilities were available at two dedicated bulk
berths as well as at several of the general cargo berths. Another two berths were dedicated to
tankers.

The port was able to accommodate large general cargo vessels - up to about 620ft LOA at berths
with 30 to 40 ft depth alongside. Smaller coastal vessels were handled at three shallow water
berths. The Ro/Ro berth could handle ships up to about 40,000 tons. Vessels up to the
"handy-sized" range (about 35,000 dwt) could be accommodated. Small tankers could be
accommodated at two dolphin berths.
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KPA had opened the container terminal in 1973 as a result of the growing demand for container
services. Three units were created within the container services division: the Container Terminal
Department, the Container Mechanical Engineering Department, and the Container Security
Section. These units provided services for discharging containers at the quayside, transporting
containers from the quayside to the container stacking yard, storing at the container stacking
yard, and releasing containers to the consignee. Large container vessels of up to 950 ft LOA and
with over 40 ft of draft could be handled at the 2 dedicated container berths. Between 1981 and
1983, container throughput had increased from 148,000TEU's to 193,000 (see Exhibit 2). The
tenninal was expected to continue being the fastest-growing division of the port.

Despite the introduction of container services, many people believed that customer satisfaction
with the port was declining to the point where it risked losing valuable international shipping
clients. Shippers expressed discontent with the port's operations, including increasing congestion
and the underutilization of available equipment. The container terminal was considered to be
operating at less than standard performance levels, resulting from management's inability to
efficiently manage the terminal's receiving and releasing services, terminal stacking yard, ship
planning and ship working.

The two container berths, operated by KPA staff, were served by four gantry cranes backed up by
21 straddle carriers and 30 to 40 tractor trailers. The container stacking area was designed to
accommodate 9,000 TEU. A container freight station for container stuffing and stripping was
located near by the container berths. Terminal efficiency was reasonably good with gantry load!
discharge rates of 20 moves per hour being achieved.



Labor

Finance

Competition

December 6, 19955Case study: Port Kelang

As a government entity, KPA financed its capital expenditures, for example, the development of
the container terminal in 1973, through the Ministry of Transport at subsidized rates. At the time
of privatization. KPA had loans outstanding from development of the container terminal.

Since Singapore had broken away from Malaysia in 1965, its port was the biggest international
competitor to Port Kelang, operating on a scale and size comparable to ports found in Japan and
Hong Kong. Customer perception held that this port operated more efficiently and with more
modem facilities than Port Kelang. The port was managed by the Port of Singapore Authority
(PSA). Compared to Port Kelang, PSA maintained over three times the number of wharves,
container cranes, and container stacking yard capacity. A number of large domestic and
international companies, primarily in the petroleum industry, also maintained several berths at
the port. In addition, Singapore's port was more accessible from the China Sea than Port Kelang.

KPA employed over 6,000 employees, and was the largest employer in the town of Port Kelang.
Employees belonged to the CUEPACS union which represented more than 150,000 civil servants
nation-wide. Roughly 800 employees, or 13% of KPA's workforce, serviced the container
terminal. .As with most government-owned enterprises, life-long job security and compensation
based on seniority typified the workers' employment expectations.

Despite obvious efficiency and operational problems with the port, it was nevertheless an
profitable entity which had continued to pay its 45% profit tax to the government. even during
the recession. In 1983, KPA had reported revenues of M$ 189.6 million. and net income after
taxes of M$ 26.4 million (see Exhibit 3A). The container terminal was particularly profitable.
generating approximately 33% of the port's revenues and 56% of its profits in 1983 (see Exhibit
3B). This was despite the fact that container handling charges had not been increased by the
Ministry.

However, a number of labor-related problems had been cited by KPA customers, including
productivity levels below that of surrounding international ports, the lack of skilled workers
capable of operating the port's cranes and other equipment, the downtime of equipment dependent
upon the availability of maintenance staff, and increasing levels of pilferage.

The government also recognized that customer service was being adversely affected by problems
generated from a lack of coordination or cooperation with third party operators, among which were
the customs officials, freight forwarders, shippers, consignees, and inland haulers. Port officials
complained that administrative and bureaucratic delays were crippling the implementation of new
projects and impairing management's ability to compete on a commercial basis.
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Preparing for Privatization

While Port Kelang had been the largest of Malaysian ports, the port also competed with other
government-owned ports, namely the southern port of Pasir Hudang, the northern port, Penang,
and the eastern port, Canteen. These ports did not have the developed containerization facilities
of Port Kelang, nor did they compete heavily against each other.

KPA had no specified marketing strategy to target new customers. In terms of size and services
offered, it operated on the level of comparable ports in neighboring Thailand, Indonesia, and the
Philippines. One advantage of selecting Port Kelang's container terminal for privatization was
that none of these countries had, as yet, embarked on ambitious restructuring or public-private
partnership programs. A disadvantage was the lack of precedents.

The government of Malaysia was anxious to proceed with privatization of the container terminal
despite the lack of appropriate regulations or even the designation of a government privatization
entity. However, the process of bringing in the private sector needed to be both transparent to
the public and ultimately accepted by the public. Recognizing that an experienced team would
be necessary to undertake the first phase of privatizing the port, the government initiated a
request for proposals from the local and international investment community.
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A consortium led by Aseambankers, a local investment firm, and Kleinwort Benson, an
international investment firm from England, won the bid. Their proposal combined local
knowledge with experience in conducting transactions. Their task was to analyze the operations
of the port and container terminal, value the container terminal's assets, and then recommend a
process for divesting the terminal. The advisors were asked to take into account certain
transaction requirements, namely: employees at the terminal would not be worse off as a result of
privatization, the private company would be responsible for equipment maintenance, areas of
mutual cooperation between KPA and the new entity would be 'specified, and the long-term
financial position of KPA would not be compromised.

Singapore was well on its way of realizing its goal as a regional hub. In 1983, approximately
30% of Port Kelang's containerized cargo moved through Singapore. Two-thirds of the cargo was
transshipment, and one-third was direct trade to and from Malaysia. Even some of the Malaysian
shipping companies were using Singapore rather than Malaysian ports. Customers cited the port's
volume discounts, location, facilities, and efficiency in the cargo handling and forwarding as
reasons why they preferred this port.

PSA was in the process of solidifying its position as a regional hub, persuading the large,
international carriers that its size, location, and efficiency were best suited for international
traffic, while surrounding ports could access the port's feeder lines for local traffic. The port
offered international carriers acc~ss to transshipment services into Malaysia via feeder lines that
shipped goods into the smaller Malaysian ports, or by road via the causeway that connected the
island of Singapore to the Malaysian Peninsula.



Implementing Private Sector Participation

At the end of 1984, the Prime Minister designated a new department unCler the Economic
Planning Unit (EPU) to oversee the privatization initiative. The Inter-Departmental Committee on

The government accepted the chief recommendations of the Aseambankers team, submitted in the
fall of 1984, which suggested that the government proceed by:

The deal that was finally negotiated guaranteed the workers that they would not be worse off as a
result of privatization. They were given the option of either terminating employment with KPA
and receiving severance pay; remain employees of KPA rather than the new container terminal;
or become an employee of the new company, whereby they could not be fired for a period of five
years, except in extreme cases. The government also amended the pension law to ensure that
their pension contributions under the KPA would not be lost.

December 6, 19957Case study: Port Kelang

In the meantime, the government initiated negotiations with CUEPACS leaders, who were
adamantly opposed to private participation in the port's management. They were convinced that
they would stand to lose significantly from the new privatization policy and expressed a number
of concerns over issues such as job security, loss of benefits, inequitable compensation, morale,
and others. The government clearly understood that winning over the union, and negotiating a
fair agreement in the case of Port Kelang would be crucial for the success of future privatizations.
Several months were spent in negotiations, with even the Prime Minister meeting with union
representatives to lend his support.

• corporatizing the container terminal as a separate entity; a legal requirement for
privatization

• arranging a leasing agreement between KPA and the container terminal to operate the
terminal's facilities

• selling a controlling percentage of shares to a private operator; and
• selling a block of shares on the Kuala Lumpur Stock Exchange within two years.

The container terminal was incorporated as a wholly-owned subsidiary under the name of the
.Kelang Container Terminal (KCT). Authorized capital of M$ 500 million (approximately US$
201 million) was divided into 500 million shares of M$ 1 each. The government decided that
51% of the shares would be offered to a strategic investor, while KPA would retain 49%. Mter a
period of two years, shares would be released on the stock exchange, reducing the current
shareholders' stake, such that the final distribution would be: investor (40%), KPA (20%), public
(35%), and employees (5%). The investor would purchase all of KCTs equipment, lease the land
and buildings from KPA, and sign a management agreement specifying, in part, the allocation of
responsibilities (i.e. fire-fighting and security services) between KCT and KPA.
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The First Two Years

KCT's management goals were to ensure increasing revenues and profitahlity through improving
the management structure, improving operating efficiency and the efficient utilization of

The process of completing negotiations required eight months and the participation of seven
different government agencies. Although all the agreements were signed in September, 1985,
handing over management control would not take place until March, 1986.

Privatization combined a select group of civil servants from various ministries already represented
on the Privatization Task Force. They were immediately given the task to draft a set of
privatization guidelines, and to oversee the process of privatization.
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The consortium agreed to pay the equivalent of M$ 56.9 million (roughly US$ 23 million) for
51% of the shares of KCT. The land and buildings would be leased for 21 years by KTK for
M$16.9 million (US$ 6.8 million) annually, to be increased by 10% every three years. A
percentage of revenues for throughput in excess of 350,OOOTEUs would also he paid to KPA. A
nine-member Board of Directors was established with four seats allocated to KN, one to P&O,
and one each to KPA, the Treasury Department, the Ministry of Transport, and the Economic
Planning Unit.

In March 1985, the government announced that a newly-formed consortium, called Konnas
Terminal Kelang Sendirian Bhd (KTK), had won the bid. KTK consisted of a joint venture
between Kontena Nasional, a nation-wide trucking company with an 80% stake in KTK, and P&D
Australia, a global shipping company with 20%. Kontena Nasional was actually a state-owned
enterprise comprised of the Bumiputra Investment Foundation, which controlled 82% of the
company, and two Malaysian shipping companies with 7.5% each (See Exhibit 4).

• a commitment to retain all workers retained by KCT for no less than five years, and to
compensate them at their current level or better

• identification of all major shareholders, their financial condition, and their experience in
terminal operations (implying implicitly that a foreign operator should be included in the
bid)

• identification of key personnel proposed to manage terminal operations
• a detailed business plan including operational strategies, pro-forma financial statements,

proposed capital expenditures, and an implementation plan
• proposed price for the shares of KCT and projections of future earnings to be remitted to

KPA

To facilitate the search and selection of an investor, the government once again called on
Aseambankers to assemble the terms of reference for the bidding process and then oversee
evaluation of the bids. Potential investors were required to submit numerous documents,
including:



equipment, pursuing a more aggressive marketing strategy, and improving labor utilization
through cross-training and other measures.

Management immediately initiated an aggressive marketing campaign to compete against
Singapore. Without government intervention in the setting of tariffs, KCT was able to offer
discounts and rebates to customers and otherwise respond to trends in the market. KCT was
targeting a number of international carriers, for example the Taiwanese line Evergreen, the
Japanese "K" line, and Wan Hai Lines, to increase their calls to the port.

As part of the privatization agreement, P&O was obliged to provide key managerial personnel for
a period of five years. Three expatriates were placed in top management positions within KCT
and some other officials were reallocated. Management sought to reduce the stifling level of
bureaucratic control in the organization by pushing responsibility down to the lower level
managers. The new managers were instrumental in bringing in a new corporate culture.

Operating efficiency was increased by allowing the terminal to be evaluated independently of the
rest of the port, thus making it easier to monitor the terminal's activities. The increased
flexibility to react to issues that arose on a day-to-day basis also enhanced performance. In
addition, KCT installed a community computerized exchange to facilitate traffic management
which allowed shipping lines, forwarding and shipping agents, customs, etc. to access the
database and greatly reduce the amount of documentation required. By automating the arrival
and unloading of ships, potential bottlenecks could be avoided.

December 6, 19959Case study: Port Kelang

Within two years of assuming management control of KCT, results were positive, although not all
of the penormance targets had been met. Throughput had reached a level of approximately
320,000 TEUs by 1988, up from 242,000 TEUs in 1986, but below the target of 348,000 (see
Exhibit 2). Experts pointed to external factors such as the recession in industrial markets and
competitiveness in the industry as potential reasons for the slower-than-projected growth. Also,
KCT was unable to affect certain port-related services such as customs clearance and forwarding,
which continued to experience problems. However, the port was still poised to expand

Labor union officials had already acknowledged the fact that increasing productivity was
necessary. When the new management arrived, they began immediately to instill a new corporate
culture into the organization. Employees transferred to KCT had all worked on the wharf.
Restructuring the organization included promoting and training some of the workers to perform
administrative jobs, while others were trained as foreman or supervisors. The unskilled workers
were taught to use and repair equipment, and employees were cross-trained so that they were
flexible in performing the tasks that needed to be done at the time. For example, equipment
down time was reduced when the employees were trained to repair it without waiting
unnecessarily for the maintenance staff. While there were some complaints about having to work
harder or longer, these were offset by the workers' ability to participate in decision-making, and
their higher pay (at least 20% for the same position), and incentive bonuses.
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Mr. Ahmed's Decision

aggressively, and was planning to invest in an additional 12 straddle carriers within the next
year.

Mr. Ahmed knew that he needed to make a good case before the Privatization Task Force. He
was convinced that the MOTs experience in the Port Kelang container terminal privatization
would give it tremendous leverage in assisting the ports in their privatization endeavors. He
believed that the privatization issues were of greater complexity than the ports would anticipate.
Further, he knew that the privatization methodology at Port Kelang would not always be easily
replicated at every port. With these thoughts in mind, Mr. Ahmed gathered up his not~s and
headed off to his meeting with the Privatization Task Force.

Case study: Port Kelang 10 December 6, 1995
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** Estimated as of September, 1988

Exhibit 2

* Forecast prepared by Aseambankers prior to privatization.
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283
310
348

Estimated
Prior to Privatization*

148
157
193
241
245
242
276
315**

TEUs

1981
1982
1983
1984
1985
1986
1987
1988

Year

Port Kelang Container Throughput
(thousands of TEUs)

Source: Heman Levy, Aurelio Menendez, "Privatization in Transport: The Case of
Port Kelang (Malaysia) Container Tenninal"; The World Bank, 1989.
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Exhibit 3A

Kelang Port Authority
Selected Income Statement Information
(Million Ringitts)

1982 1983 1984 1985 1986 1987 1988

Operating Revenue 173.6 189.6 193.3 181.9 122.1 116.2 130.9

Working Expense 93.2 96.4 99.1 108.0 85.0 77.0 nla
Depreciation 28.1 28.7 27.8 26.2 22.2 21.9 nla
Total Operating Expense 121.3 125.1 126.9 134.2 107.2 98.9 102.5

Operating Income 52.3 64.5 66.4 47.7 14.9 17.3 28.4

Net Income 21.4 26.4 26.4 20.6 6.6* 8.2 nla

Operating Income Ratio 70% 66% 66% 74% 88% 85% 77%
Net Income as % of RevenUE 12% 14% 14% 11% 5% 7% nla

Note: nla =not available
* If extraordiantry items less taxation are included (an amount of M$ 94.5 million)
the total net income would be M$ 101.1 million. Out of this amount, M$ 65.1 million
were used for redemption on loan capital and M$ 36.0 million for development and improvement
In 1987, all the M$ 53.1 million surplus (including development and improvement reserves)
was used for redemption on loan captial. The amount of M$ 94.5 million for extraordinary
items included the M$ 91.7 million profit form the sale of container operations.

Source: Hernan Levy and Aurelio Menendez
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Port Kelang Container Tenninal Operations
Selected Income Statement Infonnation
(Million Ringitts)

.-
Exhibit 36

c!?e;

KPA Container Tenninal Operations Kelang Container Tenninal
Prior to Privatization After Privatization

1982 1983 1984 1985 1986 1986 1987 1987
forecast actual forecast actual

Operating Revenue 50.2 62.2 69.6 69.6 84.9 70.2 95.2 63.8

Working Expense 21.0 23.1 21.5 24.5 nla nla nla nla
Depreciation 14.2 9.5 9.6 8.7 nla nla nla nla
Total Operating Expense 35.2 32.6 31.1 33.2 48.7 41.2 53.7 37.4

Operating Income 15.0 29.6 38.5 36.4 63.2 29.1 41.5 26.4

Net Income nla nla nla nla 27.5 21.0 33.2 18.4

Operating Income Ratio 70% 53% 45% 52% 68% 70% 65% 71%
Net Income as % of RevenuE nla nla nla nla 32% 30% 35% 29%

Source: Hernan Levy and Aurelio Menendez
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Exhibit 4

Port Kelang Container Terminal
Capital Structure after Privatization and Proposed Changes

Bumiputera MISC PERNAS
Investment Shipping Shipping

~Foundation Company Company 3%

82% 7.5% 7.5%
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Kelang Port Authority I Kontena Nasional P&O Australia
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Source: Hernan Levy and Aurelio Menendez


