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PLANNING AND PROGRAMMING COMMITTEE
SEPTEMBER 17, 2008

SUBJECT:  FINANCIAL STRATEGY FOR THREE LOS ANGELES COUNTY
PROJECTS IMPACTED BY STATE TRAFFIC CONGESTION
RELIEF PROGRAM SHORTFALL

ACTION: APPROVE ADVANCE OF LOS ANGELES COUNTY
REGIONAL FUNDING FOR THREE PROJECTS

RECOMMENDATION

A. Provide up to $110 million in advance funding from Los Angeles County
regional sources (with such funding eligible for Traffic Congestion Relief Program
[TCRP] Letters of No Prejudice [LONPs]) for specified projects on Interstate 5,
Interstate 10, and Interstate 405 (as shown in Attachment A), using the California
Transportation Commission’s TCRP LONP Policy; and

B. Adopt a Resolution, as shown in Attachment B, for a funding commitment of up to
$48 million to the Interstate 405 project (the Project) that authorizes the Chief Executive
Officer to enter into an agreement with the California Department of Transportation
(Caltrans) to use those funds for the Project.

ISSUE

State law includes $4.9 billion in statewide project-specific funding commitments for the
legislatively created Traffic Congestion Relief Program (TCRP) that then Governor Gray
Davis signed into law in June 2000. Of the total $4.9 billion program, the California
Transportation Commission (CTC) committed $3.76 billion by a project-specific allocation
vote. For the remaining $1.14 billion in project funding, the CTC suspended further project-
specific allocations on July 24, 2008, pending resolution of a major shortfall in the program.

POLICY IMPLICATIONS

The three major Los Angeles County projects shown in Attachment A that are now placed at
risk of schedule delay are as follows in Table 1:



Table 1: Los Angeles County TCRP Projects At Risk of Delay

Project Description Un- Prop. 1B | Other Project
(Builder) allocated | CMIA Funds Cost
TCRP (Est.)

Interstate 5 Carpool and Mixed Flow Lanes

from Orange County Line to Interstate 605
(Caltrans) $119M $387M | $734M | $1,240M

Interstate 10 Carpool Lanes
from Interstate 605 to State Route 57
(Caltrans) $62 M -] $495M | $557M

Interstate 405 Northbound Carpool Lane
from Interstate 10 to US 101
(LACMTA) $48M | $730M| $172M | $950M

Total $229M | $1,117M | $1,401 M | $2,747 M

To avoid funding-related schedule delays for this $2.7 billion program of projects, a project-
by-project specific financial strategy is needed, including the possible advance of up to
$110 million in other funds for the now unavailable TCRP funds.

For the $1.14 billion in suspended TCRP project funding statewide, Proposition 1A (2006)
guaranteed that $662 million would be made available over an eight-year period, beginning
in fiscal year (FY) 2009 ($85.6 million) and $82.7 million each year for seven years thereafter.
The remaining $482 million or 43% needed to fully fund the program was to come from
bonds that relied on Tribal Gaming Compact revenues owed to the State of California. The
eight-year spread of the constitutionally guaranteed Proposition 1A funding and litigation
surrounding and preventing the issuance of the Tribal Gaming Compact bonds has meant
that there are insufficient funds to allocate all of the TCRP projects currently before the CTC
for approval. In response to the shortfall, the CTC on July 24, 2008 suspended all allocations
to any TCRP projects until it received more direction from grantees and the Legislature as to
the priorities it was to follow in allocating the now scarce TCRP revenues. As discussed in
the Financial Impact section of this report, we are seeking and expect to receive at least our
proportional share of the constitutionally guaranteed funding. For now, we are asking the
Board to approve up to $110 million to backstop only that amount necessary to avoid project
delays due to the Tribal Gaming Compact revenue.

As the Interstate 5 and Interstate 405 projects also will rely on $1.1 billion in Proposition 1B
Corridor Mobility Improvement Account (CMIA) funds from the CTC, the Board of
Directors will need to consider the impact of the TCRP shortfall on those grants. According
to Caltrans and CTC policies, the CMIA funds can be used only for construction, and then
only for fully funded projects. This means that pre-construction activities must be financed
with other project funding sources. In addition, any shortfalls must be resolved to the CTC'’s
satisfaction before their allocation of the CMIA grant.
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OPTIONS

We have analyzed all TCRP project budgets to determine pre-construction funding options
that avoid using CMIA and TCRP funds. Interstate 5, Interstate 10, and the Interstate 405
projects all have such alternatives, as follows:

Interstate 5: Replacement funds for pre-construction activities can be identified within
the $734 million in other funds shown for the project in Table 1. The TCRP funds will
be moved to construction phases.

Interstate 10: The project budget is also flexible enough to permit other funds to be
moved forward to cover pre-construction activities. The TCRP funds will be reflected in
later construction phases and may be converted to TCRP LONPs should that become
necessary when the construction procurement process begins for the final phase.

Interstate 405: The Interstate 405 project pre-construction work can be completed with
our funds and federal funds previously committed to the project. The CMIA funds will
be available for most of design and construction, while the TCRP funds and/or our
replacement funds will be shown and expended as late as FY 2012 in the project budget.
Under the proposed strategy, if the CTC remains unable to identify sufficient funds to
make the $48 million TCRP allocation by June 30, 2011, we understand that we must
commit to providing alternate funding of $48 million beginning on July 1, 2011. If the
CTC is able to allocate the TCRP funds before June 30, 2011, the CTC’s deferred
allocation status will enable us to add those funds back into the project budget without
prejudice after the point of contract award.

For both the Interstate 5 and Interstate 10 projects, the other funds available for pre-
construction depend, in part, on the assumption that Proposition 42 funds are not
suspended in the State’s FY 2008-09 Budget process. As of this writing, the Legislature and
the Governor have not yet resolved a State Budget crisis that might lead to a Proposition 42
funding suspension. If Proposition 42 funds were to be suspended as part of the State
Budget process, transportation agencies statewide, including us, would be forced to begin a
process for reprogramming the 2008 State Transportation Improvement Program for

Los Angeles County.

Finally, we could propose to defer these projects, cut their scope-of-work, or cancel them
altogether unless the Legislature solves the TCRP shortfall. We do not recommend these
options, as it is unlikely that the State will be able to identify replacement funds during the
current budget crisis. We also believe that sufficient Los Angeles County regional resources
exist to advance funds in the interim for these important improvements. Cutting the scope-
of-work for the projects compromises carefully negotiated environmental clearances and
could lead to community and project performance difficulties later. Furthermore, we do
not recommend to defer, cut scope, or cancel the Interstate 405 and Interstate 5 projects
because that could very well jeopardize the Los Angeles County share of the Proposition 1B
CMIA funds.
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FINANCIAL IMPACT

When we move to construction for all of the projects in Table 1, we will need to be prepared
to provide backstop funding should TCRP funds not be available. As a project construction
contract cannot proceed without a full funding plan, we will have to commiit to fully funding
the projects for up to $110 million, if TCRP funding cannot ultimately be identified. We
currently are assuming that this backstop funding, if needed, would come from escalation
reserves included in the draft 2008 Long Range Transportation Plan process. The actual
strategy utilized will depend ultimately upon the specific circumstance we face when the
funds might be needed several years from now.

If ultimately there are insufficient TCRP funds available, the CTC will be under no
obligation to repay us for any funds advanced. Specifically, the CTC’s TCRP Letter of No
Prejudice policy state’s that: “/¢ should be noted that agencies proceed at their own risk and
that reimbursement is dependent on availability of TCR funding.” 1f, on the one hand, these
funds are never repaid, other Long Range Transportation Plan projects could be impacted.
If, on the other hand, the CTC itself allocates TCRP funds for these projects, the need for
alternative Los Angeles County regional funds would not be necessary at all -- a more
favorable condition for our capital program cash flow plans.

We will be seeking to obtain at least one-third of the $662 million in TCRP funds available
statewide through Proposition 1A constitutional guarantees (approximately $220 million).
That one-third represents the outstanding Los Angeles County proportionate share of the
unallocated projects statewide. If and when the Tribal Gaming Bonds are issued, we will
seek the full complement of TCRP funds committed in law to Los Angeles County.

BACKGROUND

Federal (Title 23 U.S.C. 134 (g) & (h)) and state (P.U.C. 130303) statutes require us to
prepare a Transportation Improvement Program (TIP) for Los Angeles County. The TIP
allocates revenues across all transportation modes based on the planning requirements of
the Transportation Equity Act of the 215t Century (TEA-21) and the Safe, Accountable,
Flexible, and Efficient Transportation Equity Act - A Legacy for Users (SAFETEA-LU). We
accomplish these mandates, in part, by programming revenues consistent with our

2001 Long Range Transportation Plan for Los Angeles County. We have worked closely with
Caltrans and the CTC in these processes to reflect the in-law commitments of TCRP funds
in the project budgets used for the TIP.

Pursuant to the Clean Air Act, those projects in the TIP that are anticipated to reduce overall
air pollution emissions, such as the three TCRP projects mentioned herein, are subject to
specific delivery deadlines that the Southern California Association of Governments, the
U.S. Department of Transportation and the California Air Resources Board enforce. Failure
to meet these deadlines ultimately could jeopardize all federal funding for transportation
capacity-enhancing projects in the South Coast Air Basin. The threat of losing federal funds
is another reason why adherence to schedule is extremely important for these TCRP
projects.

Financial Strategy for Three Los Angeles County Projects Impacted by State TCRP Shortfall 4



NEXT STEPS

If the Board of Directors approves the recommended financial strategy, we will immediately
begin seeking the grant approvals necessary to minimize the amount and period of time any
Los Angeles County regional funds are advanced for the projects on behalf of the State of
California for its inability to provide the in-law TCRP funds. As of this writing, the next
steps include the following key dates:

Legislative Action on State Budget To Be Determined
Governor’s Action on State Budget To Be Determined
Planning and Programming Committee Considers This Report September 17, 2008
Board of Directors Considers This Report September 25, 2008
CTC Considers [-405 TCRP Letter of No Prejudice Request September 25, 2008
CTC Reconsiders 1-405 CMIA Allocation Request September 25, 2008
1-405 Design Build Bid Package Advertised September 29, 2008
Applicable Grant Agreements with Caltrans Executed October 2008

1-405 Design Build Contract Award April 2009
ATTACHMENTS

A. Los Angeles County Traffic Congestion Relief Program Projects - Financial Strategy to
Avoid Delay or Cancellation

B. Resolution

Prepared by: David Yale, Deputy Executive Officer for Regional Programming
Programming and Policy Analysis
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Carol Inge
Chief Planning Officer

Roger Snoble v
Chief Executive Officer
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A RESOLUTION OF THE LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY MAKING A COMMITMENT OF $48 MILLION
DOLLARS FOR THE INTERSTATE 405 CARPOOL LANE PROJECT

WHEREAS, the Los Angeles County Metropolitan Transportation Authority
(Metro) is the designated Transportation Planning agency for the County of Los
Angeles and is, therefore, responsible for the administration of the Transportation
Development Act, Public Utilities Code Section 99200 et seq.;

WHEREAS, Federal (Title 23 U.S.C. 134 (g) & (h)) and state (P.U.C. 130303)
statutes require Metro to prepare a Transportation Improvement Program (TIP) for
Los Angeles County and;

WHEREAS, The TIP allocates revenues across all transportation modes based
on the planning requirements of the Transportation Equity Act of the 21st Century
(TEA-21) and the Safe, Accountable, Flexible, and Efficient Transportation Equity Act
- A Legacy for Users (SAFETEA-LU) and;

WHEREAS, Metro accomplishes these mandates, in part, by programming
revenues consistent with our 2001 Long Range Transportation Plan for Los Angeles
County, having worked closely with the California Department of Transportation and
the California Transportation Commission (CTC) in these processes to reflect the in-
law commitments of Traffic Congestion Relief Program (TCRP) funds in the project
budgets used for the TIP and;

WHEREAS, pursuant to the Clean Air Act, those projects in the TIP that are
anticipated to reduce overall air pollution emissions, such as the Interstate 405
Carpool Lane project (the Project), is subject to specific delivery deadlines that the
Southern California Association of Governments, the U.S. Department of
Transportation and the California Air Resources Board enforce and;

WHEREAS, failure to meet these deadlines could jeopardize federal funding
for transportation capacity-enhancing projects in the South Coast Air Basin and;

WHEREAS, on August 28, 2008 the CTC deferred Metro’s allocation request
for a $48 million TCRP grant for at least one year due to a lack of funds and;

WHEREAS, the deferred TCRP allocation status will continue to as late as
June 30, 2011, but the CTC will permit Metro to advertise the project by allocating
$730 million in Corridor Mobility Improvement Account (CMIA) funds and;

WHEREAS, the funding challenges presented by the state shortfall in the
Traffic Congestion Relief Program, including a $48 million TCRP commitment that
is not now available for the Project, will require Metro to ensure alternative funds are
available and;



WHEREAS, this commitment by the Agency anticipates that the CTC may
later approve an allocation or a TCRP Letter of No Prejudice (LONP) at a future
meeting, thereby permitting Metro to be reimbursed at a later date should the funds
become available and;

WHEREAS, the Board of Directors now desires to authorize the officers and
staff of the Authority to take such further actions, including the negotiation,
execution and delivery of such documents, agreements and certificates as shall be
necessary and appropriate to implement the Transaction as described above;

NOW, THEREFORE, BE IT RESOLVED THAT THE LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY (METRO) DOES HEREBY
FIND, DETERMINE AND ORDER AS FOLLOWS:

e Metro commits to providing alternate funding of $48 million beginning on July 1,
2011 and;

e Ifthe CTC is able to allocate the TCRP funds no later than June 30, 2011, the
CTC’s deferred allocation status will enable Metro to add those funds back into
the project budget without prejudice after the point of contract award and;

e In consideration of the disproportionate commitment of CMIA funds for the
Project, Metro must further agree to use $48 million in alternate funds
immediately following July 1, 2011, deferring further draw-downs against the
CMIA funds until the $48 million is exhausted and;

e Ifnecessary, Metro will return to the CTC for a formal TCRP LONP for use in the
event that the TCRP funds subsequently become available after the project is open
to the public.

CERTIFICATION

The undersigned, duly qualified and acting as Board Secretary of the Los
Angeles County Metropolitan Transportation Authority, certifies that the foregoing is a
true and correct resolution adopted at a legally convened meeting of the Board of
Directors of the Los Angeles County Metropolitan Transportation Authority held on
September 28, 2008

Michele Jackson
Board Secretary
Date: September 25, 2008
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PLANNING AND PROGRAMMING COMMITTEE
SEPTEMBER 17, 2008

SUBJECT: PUBLIC-PRIVATE PARTNERSHIP PROGRAM

ACTION: APPROVE RECOMMENDATIONS

RECOMMENDATION

A. Receive and file the summary of responses (Attachment A) to the Request for
Information (RFI) to seek industry input on the use of Public-Private
Partnership (PPP); and

B. Adopt the PPP Work Plan (Attachment B).

ISSUE

In April 2008, the Board approved a motion directing the issuance of an RFI to solicit
concepts and proposals, and to seek industry input on the use of a Public-Private
Partnership (PPP) model to build one or more of the unfunded transit and/or
highway projects listed in the Draft 2008 Long Range Transportation Plan (LRTP)
Tier 1 Strategic unfunded projects, including perspectives on project delivery
methods and private project financing. Twelve RFI responses were received on

July 14, 2008. This report provides a summary of the responses received.

This report also seeks Board approval of a work plan and assessment of resources

needed to evaluate potential PPP candidates, following the previously Board adopted
Framework.

POLICY IMPLICATIONS

The Draft 2008 LRTP includes language supporting the use of PPP as a project
delivery method to fund and advance projects. Four projects in the LRTP assume
partial funding by other methods such as PPPs. These are SR-710 Gap Closure, I-5
North HOV and Truck Lane Improvements, I-710 South and High Desert Corridor.

The Framework has been structured to assist us in developing a PPP program that is
clear, concise and transparent and will provide consistent evaluation criteria for
determining the PPP potential of these and other Strategic unfunded transit and
highway projects.



OPTIONS

The Board could elect to make modifications to the proposed Work Plan or to not
continue pursuing this project delivery process. However, we do not recommend
these options. The recommendations will enable us to proceed with further
evaluation of the PPP concept as a viable means of advancing strategic transportation
projects and create a transparent evaluation and procurement process.

FINANCIAL IMPACT

Funding for in-house planning resources to continue work on the PPP Framework
has been included in the FY 09 budget in Cost Center 4370, Project 405510,

Task 06.02, General Planning. We will return to the Board for the contract award to
develop the PPP program and strategy, and to commence the high level financial
feasibility assessments. We will also address the FY 09 budget adjustment, if
necessary.

BACKGROUND

On May 12, 2008, we released the RFI to more than 100 national and international
construction, investment banking and program management firms. The RFI was
also available on the Procurement Department’s web page. On June 14, 2008, a pre-
response workshop was attended by nearly 50 potential respondents. At this
workshop, we provided information on the existing Metro system and the LRTP
Strategic projects. Attendees were also given an opportunity to ask questions.

As of the July 14, 2008 due date, we received twelve responses. Attachment A is a
matrix indicating the responses received. A technical review team consisting of
individuals from the Departments of New Business Development, Treasury,
Procurement, Construction Project Management and Planning reviewed and
analyzed each response.

Analysis of RFI Responses

Half of the respondents were private investment providers or financial advisors, and
two were systems operators with the balance providing engineering or management
services.

The respondents variously showed interest in the following LRTP projects (listed in

no specific order) as potential candidates for PPP delivery through the availability
payment (transit) or user fee/toll (highway) financing models:
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e SR-710 Gap Closure (mentioned by four respondents)

e Conversion of all HOV lanes to HOT lanes (three respondents)

e Harbor Subdivision (as stand alone LRT or commuter system) (one
respondent)

e [-710 South (three respondents)

e High Desert Corridor (three respondents)

e Metro Subway Westside Extension/Purple Line (two respondents) (also build
the Extension, operate and maintain entire heavy rail system)

e [-5 HOT lanes and truck lane improvements (two respondents)

e Exposition LRT Phase II (one respondent)

e LA/Burbank/Glendale Corridor (as stand alone LRT system) (one respondent)

e Regional Connector (also build the Connector, operate and maintain entire
light rail system) (one respondent)

Except for the suggestion of user fees and/or availability payments, none of the twelve
responses contained detailed information as to how any of these projects could be
delivered. Instead, the overwhelming advice provided by the industry in these
responses is that, due to the significant investment of time and expense required to
submit a proposal, prior to soliciting proposals from experienced PPP players, we will
need to:

e determine which projects we want to move forward,

e secure all environmental clearances and develop design to 30%,

¢ develop our goals, objectives, priorities and performance evaluation criteria,

e identify and resolve most of the public and legislative issues,

e identify public funding sources for construction costs for transit projects
(highway projects may be different),

e have retained PPP-experienced consultants to provide guidance,

e set up a PPP-experienced management and procurement team.

Since no proposals to actually design, construct, finance, operate and/or maintain any
projects were actually received, we do not have an analysis of advantages and
disadvantages of approach to project concepts or delivery. The summary matrix,
Attachment A, highlights the comments and expressions of project interest provided
in each response.

While the RFI respondents indicated that some of the projects identified in the RFI
could have the potential to benefit from PPPs, they also noted that most of these
projects are still in the early planning stages. Therefore, we recommend pursuing
the process identified in the June 2008 Board-adopted Framework, which outlines the
criteria and process for evaluating PPPs, as well as approving the Work Plan that
more clearly identifies and defines the necessary steps.

Public-Private Partnership Program 3



Work Plan

The Work Plan, Attachment B, tracks how the Framework Steps will be followed
within the next two to three years to identify PPP projects. With the exception of the
High Desert Corridor, which is being advanced by a Joint Powers Authority (JPA), the
analysis may include those projects identified in the RFI responses. We will
coordinate with the High Desert Corridor’s JPA so as to not duplicate their efforts.

NEXT STEPS

Upon Board approval, the Work Plan will be implemented and we will proceed with
preparing a scope of services for procuring a PPP specialist advisory consultant to
support PPP program and strategy development, and to provide technical, legal and
financial services. We will return to the Board this winter to award the contract and
will continue to follow the steps as outlined in the Work Plan.

ATTACHMENTS

A. Matrix Summarizing RFI General Responses
B. Public Private Partnership FY08 through FY10 Work Plan

Prepared by: Kathleen Sanchez, Transportation Planning Manager
Brian Lin, Director San Fernando Valley/North County Planning Team
Renee Berlin, Executive Officer Transportation Development and
Implementation
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Chief Planning Officer
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Roger Snobld”
Chief Executive Officer
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Attachment B

PUBLIC-PRIVATE PARTNERSHIP

WORK PLAN

Project Evaluation Process

STEP 1
Project Feasibility

ACTIVITY

TASKS

FY 09

Identify needed resources to
evaluate project PPP potential

Consultant procurement
process

Assess in-house capability

Formalize in-house Public-Private Partnership Task Force

Determine consultant requirements, scope of work and
cost estimate for program and strategy development
support, including technical, legal and financial services

Procure PPP consultant

Board action

Award consultant contract

FY 10

Assess PPP viability of initial
project list

Consider pending environmental information and legislative
capacity

Perform high-level financial feasibility/life-cycle analyses

Consider opportunity for beneficial project innovation or
alternative technical concepts

Assess risk allocation potential

Determine if clearly definable and measurable
specifications can be established

Industry forum discussing
those projects recommended
as a result of consultant
analyses

Determine private sector interest in recommended projects
Gain technical guidance
Evaluate PPP model alternatives, advantages, risks, etc.

Public-Private Partnership Program




STEP 2
Project Definition

ACTIVITY TASKS
Develop Procurement o Well defined, predictable and transparent
Process o Procurement team experienced in PPP contracting process
Enabling legislation ¢ Determine needed legislation to support identified potential
projects

o Pursue required legislation, if necessary

FY 11

e Finalize environmental studies

Assess projects with Project | « Formulate well defined project scope and objectives
Suitability Screening Criteria | o Assess PPP Project suitability, and identify and allocate
(Attached) potential projects risks

Stakeholders
RFI respondents
Legislators
Unions

Outreach to interested parties

Establish Board adopted
policy for PPP negotiations

Operations/maintenance of projects
Tolls, fares

Project phasing options
Procurement policies

STEP 3
Procurement

ACTIVITY TASKS

Board action ¢ Final Public-Private Partnership project(s) selection

e |dentification of public sector funding contribution

o Authorization to pursue PPP solicitation and execution of
consultant contract option for development of
procurement documents

e Pursue project specific legislation, if necessary

Negotiations ¢ Negotiate PPP agreement
Structure contract documents to fulfill negotiated
agreement

Board action Public sector funding source commitment

PPP agreement execution

Amend LRTP and RTP, if necessary

Exercise consultant contract option for program

management support (optional)

Public-Private Partnership Program 10




PPP PROJECT SUITABILITY SCREENING

Public agency assessment of project risk under PPP delivery methods

Screening Criteria

ANALYSIS

CONCERNS

Financial Feasibility

Project revenue generation potential and parameters

Private sector economics (capital, O&M costs, financing, etc.)

Public sector funding levels, identification of dedicated
funding source, if possible

Financial viability of project, life-cycle costs, value for money
evaluation

Project phasing or packaging

Design and Construction

¢ Significant design and construction constraints

¢ Right of way, geotechnical, hazardous materials risks
¢ Technical feasibility issues

¢ Public sector acceptance of technical innovation

Operations and
Maintenance

e Public or private operator

e Assess existing O&M contracts and viability of PPP
opportunities

¢ Maintainability of service standards by private sector

¢ Feasibility of performance accountability

¢ Public sector acceptance of O&M innovation

Impacts of Approval
Process

e Appraisal of necessary technical staff resources
¢ Consideration of PPP negotiation process with respect to
anticipated project schedule

Project System Interface

Integration of project into existing system
Impact of private operation on system integration

Legislation

Legal and legislative constraints
What new legislation, if any, is required to support proposed
projects

Acceptability

¢ Stakeholder and political acceptance and support of private
involvement in public facility

¢ Public sector comparator analysis to determine if best project
delivery method is really PPP or traditional financing

Public-Private Partnership Program







