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Few would disagree that North
America’s road infrastructure is
underfunded. Whether constructing
new roads or maintaining and
repalrmg existing ones, investment
is required on a considerable scale.

It remains to be seen whether the current economic slowdown will
result in a boom time for the continent’s roads, as governments
seek to invest in infrastructure as a fiscal stimulus measure as

well as to improve long-term productivity. The initial signs are positive,
with the federal governments of Canada, Mexico, and the United
States seemingly prepared to increase the levels of funding available.

Taking into account the policies of the Obama administration in
2009, or the effects of the “Build Canada Plan” and “National
Infrastructure Program” initiatives in Canada and Mexico, respec-
tively, this is an exciting time to be involved in North American
infrastructure. Challenges and opportunities abound for govern-
ments and the private sector alike, with potential changes to the
current investment model encouraging greater participation by pri-
vate capital.

This edition of Global Infrastructure: Trend Monitor provides
estimates of the size and growth prospects of road investment in
Canada, Mexico, and the United States, aiming to highlight those
states that might warrant closer attention. WWe hope you find this
publication interesting and useful.

Stephen Beatty Kai Rintala
KPMG Global Infrastructure, KPMG Global Infrastructure,
Americas Leader Head of Infrastructure Intelligence

© 2009 KPMG International. KPMG International provides no client services and is a Swiss cooperative with which the independent member firms of the KPMG network are affiliated. All rights reserved. 44670NYO




Contents

Foreword

Key findings
Important notes
Canada

Mexico

United States

Method

Appendices

© 2009 KPMG International. KPMG International prov s a Sw ooperative with which the independent member firms of the KPMG net are affiliated. All rights reserved. 44670NYO




1 Global Infrastructure: Trend Monitor

Model Outputs
e Four provinces—Alberta, British Columbia, Ontario and Quebec—are expected to
continue to attract nearly 90 percent of Canadian road investment.

Insights
e Growing calls for increased investment in transportation related investment at all
levels of government—municipal, provincial, and federal.

¢ |nvestment is likely to focus on projects of both local and national importance,
with new road construction being limited to the major urban areas.

e A strong appetite for alternative funding and development models such as P3/
PPPRT Several road and transit-related projects have been developed as PPPs,
with more envisioned for the future

e |nstitutional investors, such as pension funds, are leaders in the secondary
infrastructure asset market, both domestically and abroad.

Mexico Model Outputs
e Road expenditure is predicted to shrink by an average of 8.6 percent per annum

between 2009 and 2013, taking the total expenditure in 2013 to US$773 million.

e Six of the 32 states are forecast to constitute 45 percent of Mexican road
investment during the same period (2009-2013).

Insights
e A “National Infrastructure Program” launched in 2007 is expected to result in
billions of U.S. dollars in additional investment across the country.

e The economic slowdown has resulted in some delays to the road reprivatization
program.

1 Public Private Partnerships

© 2009 KPMG International. KPMG International provides no client services and is a Swiss cooperative with which the independent member firms of the KPMG network are affiliated. All rights reserved. 44670NYO
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OIIGCOINIEIER) Model Outputs
e California, Florida, and Texas lead the states in terms of combined public and private investment in

road infrastructure and are projected to maintain their dominance through the medium run.

e District of Columbia, North Dakota, South Dakota, VWyoming, and Vermont are forecast to invest the
least in US$ in road infrastructure.

Insights

e There is significant need for investment in highway infrastructure in the United States, not only
to increase new capacity, but also to bring the 50-year-old interstate highway system up to an
appropriate condition for the demands of users.

e Existing funding mechanisms, which primarily consist of user fees and taxes, have been insufficient to
cover the infrastructure funding needs.

¢ \With this in mind, the Obama administration has taken the strategic step of placing infrastructure
investment in a prominent position in the American Recovery and Reinvestment Act (Recovery Act).
The Recovery Act alone will not solve the infrastructure issue, but it may provide the catalyst that
helps to redefine the way in which infrastructure is addressed.

e A key emphasis of the infrastructure stimulus is ensuring that there is transparency and accountability
in the spending process, with rigorous scrutiny in determining the candidate projects.

¢ To the extent that the stimulus program creates opportunities for co-investment with the private
sector, public capital can be freed up to address additional pressing needs.

¢ \With regard to private investment in infrastructure, over the last few years, there have been two types
of players from the government side:
— Virginia, Texas, and Florida have been the dominant players when it comes to utilizing private
investment to fund new capacity.
— The City of Chicago and the State of Indiana have led the way in terms of private sector investment
in operation and maintenance of existing assets.

¢ |n the lead up to 2013, states like California, New York, Georgia, Nevada, and Michigan are looking very
seriously at joining the list of states using private investment for road infrastructure.

North America: forecast average annual growth rate in
roads expenditure 2009-2013 (percent)

4% -
2% -
0% A AN\ AYAY
2% A

4% A

Annual Growth Rate

6% ~

-8% 4

-10% -
Analysis: KPMG International, refer to "Method" section of this report

© 2009 KPMG International. KPMG International provides no client services and is a Swiss cooperative with which the independent member firms of the KPMG network are affiliated. All rights reserved. 44670NYO



3 Global Infrastructure: Trend Monitor North American Roads Edition

North America: expenditure on roads in 2006 (US$ billion)
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North America: forecast cumulative expenditure on roads
infrastructure 2009-2013 (US$ billion)
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Important Notes

Notes

1) This publication distinguishes between
“Model Outputs,” oriented commentary
that is based on the data collated from
stated sources, and “insights,” oriented
commentary that is based on the views
among KPMG professionals. The limitation
of the former is that it does not capture new
initiatives or shifts in policy. This may make
some of the commentary under the two
headings appear contradictory.

2) The 2009-2013 data are modeled using the
latest actual figures available at the time of
writing. (For Canada and the United States,
the source data extends to 2006, whereas
for Mexico, the last year is 2004.)

3) Unless otherwise stated, all figures in
this publication are in 2006 U.S. dollars
based on exchange rates to facilitate
direct comparisons, and they represent
all investment, by both the public and
the private sector, into construction as
well as repair and maintenance of roads
infrastructure, including roads and bridges.

4) Annual growth rates over the period
2009-2013 are in real terms, i.e. they
exclude the impact of inflation.

Objective

The aim of the Trend Monitor is to stimulate an
informed debate of global infrastructure opportu-
nities by providing observations and on-the-ground
market insights underpinned by econometric
modeling.

Existing publications tend to focus on the

short-term, identifying opportunities that are about

to come to market, or the long-term, estimating
the size of the required investment over decades
to come. The Trend Monitoris purposefully
positioned between the two in order to present
a medium-term (2009-2013) view of market
potential.

Our analysis builds on what we believe to be the
most consistent data sources and relies on only
a small number of (explicit) assumptions. The
publication also leverages the local knowledge
of professionals in KPMG's North American
member firms to present a better-informed view
of the future.

Definitions and classifications
Size and prospects of individual states:

¢ (Canada and Mexico

— “Large” and “Small” — defined by the level
of investment in road infrastructure in the
respective states in 2006. Large in Canada
is above US$1bn, while Mexico is above
US$50m.

4

e USA.

— "Large and growing fast” — large
(above US$3bn in 2006) states where
investment is expected to expand
relatively rapidly (above 2.5 percent per
year) over the period 2009-2013

— “Small and growing fast” — small
(below US$ 3bn in 2006) states where
investment is expected to expand
relatively rapidly (above 2.5 percent per
year) over the period 20092013

“Small and growing slowly” — small
states (below US$ 3bn in 2006) where
investment is expected to expand
relatively slowly (below 2.5 percent per
year) over the period 20092013

The term “state” is used throughout this
publication to refer collectively to various areas
of the respective federal structures of Canada,
Mexico, and the United States, whether they
are termed “district,” “state,” “province” or
“territory.” However, when reference is made
specifically to federal structures of Canada, the
terms “province” and “territory” are used.

Method

A detailed overview of the research and
analysis method applied can be found in the
“Method” section of this report.

4670NYO
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Canada

Model Outputs

The provinces that received the greatest
amount of road investment in 2006 were
Alberta, British Columbia, Ontario, and
Quebec.

Looking ahead, road expenditure in
Canada is predicted to grow by an
average of 1.0 percent per annum
between 2009 and 2013, taking the total
expenditure in 2013 to US$14.9 billion.

The four largest provinces are expected
to continue to be the highest spending
regions over the period to 2013,
representing close to 90 percent of road
investment in Canada, with Ontario and
Quebec between them constituting 65
percent of the total. This is largely in line
with geographic distribution of population
in Canada.

Insights

Across the country, Canada’s road infra-
structure is in need of major repair and
expansion. Having been characterized

in the past by relatively conservative
stewardship, the federal infrastructure
investment approach is facing growing
calls for a significant increase in funding.
This is in part a stimulus measure given
current economic conditions, but primar
ily due to a simple need for roads across
the country to be upgraded and for new
road construction to take place in major
urban areas.

Benefiting from the “Build Canada Plan’
the federal government's infrastructure
plan, the provinces and territories remain
committed to expanding, repairing,

and improving the roads and highways
system. The most populous provinces,
Ontario and Quebec, are arguably where

most investment is required, particularly
along the trade corridor that runs from
Quebec through Ontario into the United
States. These two are likely to receive
the lion's share of federal investment

as well as potentially implementing their
own, province-level investment programs.

Significant interest exists in considering
alternative approaches to funding and
infrastructure development such as P3/
PPP. A number of major roads projects
across Canada have been procured through
such models over the last ten years.

There is also a large secondary market in
Canada for infrastructure assets. Many
of the largest pension funds have been
leaders in investing in infrastructure
assets in Canada and around the world,
drawn in part by the relatively steady and
predictable cash flows they generate.

© 2009 KPMG International. KPMG International provides no client services and is a Swiss cooperative with which the independent member firms of the KPMG network are affiliated. All rights reserved. 44670NYO
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Canada: expenditure on roads in 2006 by province and
territory (percentage of total)

N\

Key: ®m  Large
. Small

H@

1. Ontario 32.9% 8. Newfoundland and Labrador 0-6%
2. Oggbec . 31.4% 9. Nova Scotia 0.5%
3. British Colombia 13.2% 10. Prince Edward Island 0.1%
4. Alberta 11.5% 11. Northwest Territories 0.7%
5. Sask.atchewan 4.3% 12 Nunavut 0.02%
6. Manitoba ‘ 3.7% 13. Yukon Territory 0.01%
7. New Brunswick 1.5%

Analysis: KPMG International, refer to "Method" section of this report

Canada: expenditure on roads in 2006 (US$ billion)
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Canada: forecast cumulative expenditure on roads
infrastructure 2009-2013 (US$ billion)
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Canada: ratio of forecast cumulative expenditure on roads
infrastructure 2009-2013 to the forecast average for all
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Mexico

Model Outputs

The greatest levels of road investment
in 2006 were witnessed in the states

of Jalisco, Guanajuato, Mexico state,
Puebla, Veracruz, and the Federal District
(where Mexico City is located). These
states represent 45 percent of the
Mexican population and are hubs of
industrial, economic and trade activity.

The six states mentioned above are
expected to continue to provide the
greatest road investment opportunities,
though overall road expenditure is fore-
cast to shrink by 8.6 percent over the
period 2009-2013.

Insights

While Jalisco, Guanajuato, Mexico

state, Puebla, Veracruz, and the Federal
District combined are forecast to repre-
sent 45 percent of the road infrastructure

Global Infrastructure: Trend Monitor North American Roads Edition 8

investment in 2009-2013, KPMG's pro-
fessionals’ insight suggests that the
industrialized state of Nuevo Leon and
the developing states of Chiapas and
Oaxaca are likely to experience signifi-
cant growth in road investment. This is
due to Nuevo Leon'’s proximity to the
United States and high industrialization
levels, the close proximity of the Central
America trade corridor to Chiapas and
Oaxaca, and the government's agenda
to improve general living and economic
standards in Chiapas and Oaxaca.

National Infrastructure Program

The government launched its National
Infrastructure Program in July 2007, a
medium-term investment initiative that
includes, among several infrastructure
projects, the regional rollout of the
FARAC highway concession packages
(see the following).

2 President Calderdn (2008) Announcement of National Infrastructure Fund, February 6 2008, Speech, Mexico City, Official Residence

The National Infrastructure Program con-
tains billions of dollars,2 worth of transport
projects. Specific emphasis is expected

to be placed on the modernization and
construction of highways and rural roads,
in addition to the maintenance of existing
roads.

FARAC

Known by its Spanish acronym FARAC,
the road reprivatization scheme is likely to
have a significant impact on the sector. As
part of this program, the Mexican Ministry
of Communications and Transportation is
in the process of auctioning its second and
third packages of highway concessions.

At the time of writing, the effects of the
economic slowdown had caused the ten-
der process to be delayed. It is estimated
that seven packages remain to be put out
to tender.

© 2009 KPMG International. KPMG International provides no client services and is a Swiss cooperative with which the independent member firms of the KPMG network are affiliated. All rights reserved. 44670NYO
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Mexico: expenditure on roads in 2006 by state (percent of total)
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Key: ®m  large

Small

1. Meéxico state 13.6% 12. Guerrero 3.0% 23. Querétaro Arteaga 1.5%
2. Distrito Federal 8.4% 13. Tamaulipas 2.9% 24. Durango 1.5%
3. Veracruz de Ignacio de la Llave 6.9% 14. Baja California 2.8% 25. Zacatecas 1.3%
4. Jalisco 6.5% 15. Sinaloa 2.5% 26. Quintana Roo 1.1%
5. Puebla 5.2% 16. Coahuila de Zaragoza 2.4% 27. Tlaxcala 1.0%
6. Guanajuato 4.7% 17. San Luis Potosi 2.3% 28. Aguascalientes 1.0%
7. Chiapas 4.2% 18. Sonora 2.3% 29. Nayarit 0.9%
8. Nuevo Ledn 4.1% 19. Hidalgo 2.3% 30. Campeche 0.7%
9.  Michoacan de Ocampo 3.8% 20. Tabasco 1.9% 31. Colima 0.6%
10. Oaxaca 3.4% 21. Yucatén 1.8% 32. Baja California Sur 0.5%
11. Chihuahua 3.1% 22. Morelos 1.6%

Analysis: KPMG International, refer to "Method" section of this report

Mexico: expenditure on roads in 2006 (US$ million)
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Mexico: forecast cumulative expenditure on roads

infrastructure 2009-2013 (US$ million)
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United States

Model Outputs

Road expenditure in the U.S. is predicted
to grow by an average of 2.9 percent per
annum in real terms between 2009 and
2013, taking the total expenditure in 2013
to US$124.8 billion. This excludes the
impact of any enhanced focus on infra-
structure investment, such as that being
promoted by the Obama administration,
and so actual investment may ultimately
be higher.

Some U.S. states are forecast to
experience relatively slow rates of
growth in road infrastructure investment.
While this may be because they

already invest at high levels and have
well-developed infrastructures, it is more
likely that they are simply less able to
afford the funding required.

California, Texas, and Florida attract the
lion's share of road investment and look
set to continue to dominate funding

through to 2013. The greatest growth
rates are expected in Alaska, District of
Columbia, Florida, Hawaii, and Virginia.

Insights

Expenditure across the U.S. on road
infrastructure (both new build and main-
tenance) has not kept up with demand in
recent decades3. Key political and finan-
cial drivers are creating an environment
that is encouraging private sector invest-
ment, particularly highway infrastructure
projects in a variety of states. However,
laws enabling private sector investment
in infrastructure projects are as yet
unavailable in almost half of the states.

Political Drivers

Over the last 12 months, a number of
events have brought the need for infra-
structure investment into focus. These
include the tragic collapse of the [-35W
bridge in Minneapolis, the Federal
Highway Trust Fund running out of money,

3 Report Card for America’s Infrastructure, American Society of Civil Engineers, 2005

and the upcoming federal reauthori-
zation as well as the economic crisis.
These four issues together have created
enough drivers to bring infrastructure
near the top of the Obama adminis-
tration’s priorities. The bridge collapse
highlighted the real need to bring aging
infrastructure up to modern standards.
The federal surface transportation bill
reauthorization and declining gas tax rev-
enues (in real terms) have focused key
federal, state and local leaders on the
growing infrastructure funding gap. The
economic crisis has reduced states’

tax receipts, and impacted spending
budgets, while also highlighting the need
to find fast ways to create jobs and pump
money into the economy. Investment

in infrastructure is currently viewed as a
vehicle to help stimulate the economy.

As this document goes to print, the Obama
administration’s economic stimulus plan
has been signed into law. This stimulus

© 2009 KPMG International. KPMG International provides no client services and is a Swiss cooperative with which the independent member firms of the KPMG network are affiliated. All rights reserved. 44670NYO
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United States: expenditure on roads in 2006 by state (percent of total)

Large and growing fast
Small and growing slowly
®  Small and growing fast

1. California 12.8%  14. Maryland 2.5% 27. Oregon 1.1%  40. New Hampshire 0.4%
2. Texas 8.9% 15. Massachusetts 2.3% 28. Connecticut 1.0%  41. Maine 0.4%
3. Florida 8.6% 16. Washington 2.3% 29. Utah 1.0% 42. West Virginia 0.4%
4. New York 50% 17. Colorado 2.2%  30. Kentucky 0.9%  43. Rhode Island 0.4%
5. lllinois 4.3% 18. Nevada 1.8% 31. lowa 0.8%  44. Delaware 0.3%
6. Pennsylvania 3.7% 19. Minnesota 1.7% 32. Oklahoma 08%  45. Montana 0.3%
7. Georgia 3.1%  20. Indiana 1.7% 33. Kansas 0.7%  46. Alaska 0.3%
8. Virginia 3.0%  21. Missouri 1.7% 34. Mississippi 0.7%  47. Wyoming 0.3%
9. New Jersey 2.9%  22. Tennessee 1.6% 35. Arkansas 0.6%  48. South Dakota 0.2%
10. North Carolina 2.9% 23. Wisconsin 1.6% 36. New Mexico 0.6% 49. District of Columbia 0.2%
11. Ohio 2.8% 24. South Carolina 1.4% 37. Hawaii 0.5% 50. Vermont 0.2%
12. Arizona 2.8%  25. Louisiana 1.4% 38. Idaho 0.5%  51. North Dakota 0.2%
13. Michigan 25% 26. Alabama 1.2% 39. Nebraska 0.5%

Analysis: KPMG International, refer to "Method" section of this report
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United States: expenditure on roads in 2006 (US$ billion)
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United States: forecast cumulative expenditure on roads

infrastructure 2009-2013 (US$ billion)
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United States: ratio of forecast cumulative expenditure on roads
infrastructure 2009-2013 to the forecast average for all states
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package contains a short-term capital
injection for “shovel-ready” projects
together with a more long-term plan of
sustained investment in infrastructure
projects. However, there remains
uncertainty in other areas. The federal
reauthorization process is underway and
racing towards the September 30th expi-
ration date for Federal-aid programs and
policies. There is also talk of a national
infrastructure bank augmenting current
federal programs such as TIFIA and pri-
vate activity bonds.

As all of this goes on, the cost of the
required infrastructure continues to rise.
For this reason, it is important that the
new administration looks to leverage the
available funds by augmenting federal
funds with private sector equity and debt.

Financial Drivers

The current situation in the financing mar-
kets is not helping the scarcity of funding
for infrastructure. Traditionally, road infra-
structure projects in the United States
have been financed via a mix of federal
and state funds together with tax-exempt
bonds raised in the municipal bond markets.

The credit crisis has left a lasting impact
on the municipal finance market, with

serious illiquidity in the short- and
long-term tax-exempt bond markets.
Troubled monoline insurers are struggling
to maintain their coveted AAA ratings,

and confidence in the rating agencies has
suffered. This has exacerbated the already
dwindling pool of financial resources that
a state normally has to fund large projects.

This has created an investment oppor
tunity for a number of pension funds,
private equity funds, developers, and
construction companies who see infra-
structure as a steady asset class. In the
United States, there are currently hun-
dreds of billions of equity-chasing potential
investments in PPP/P3 infrastructure
projects. This equity can potentially be
leveraged with commercial bank debt to
pay for capacity enhancement or long-
term capital replacement worth more
than double the equity amount.

In the roads market, these investors are
looking at three broad categories of
investment:

1. Greenfield projects, such as new toll
roads, have been prevalent in states
in the south and the west with high
population growth and space to build
such as Texas, Florida, and California.

2. Managed lanes projects, such as
high-occupancy toll (HOT) lanes, are
gaining traction in densely populated
areas such as northern Virginia and in
the northeast.

3. The leasing of existing toll roads to
the private sector has also seen two
benefits passed to public agencies:

¢ The passing over of the burden
of operation and maintenance
payments to the private sector for
the term of the lease

e An up-front payment from the
private sector paid to the public in
return for the right to earn tolls for
the period of the concession

The city of Chicago and the state of Indiana
pioneered the early asset lease projects.

It seems clear that with considerable
equity-chasing projects, the private sector
will likely play a small but growing role in
the deployment of capital into the roads
market over the coming years. This is
particularly the case in light of a second
wave of states—including New York,
Michigan, Nevada, California, North
Carolina, and Georgia—starting to regard
this delivery model as increasingly viable.
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Qualitative Assessment of Investment Climate by State

The table below shows additional information on the U.S. states based on our qualitative assessment. We believe that these two
categories—Ilegislative environment, and transportation priorities—are fundamental in assessing which states provide significant
potential for private investment in roads. For each category, we have identified key indicators.

m

Legislative Environment Existing Legislation enabling innovative finance and project delivery mechanisms
exists.

Pending Legislation enabling innovative finance and project delivery mechanisms
does not exist but is being discussed and has been proposed and is under
review.

Nonexisting Legislation enabling innovative finance and project delivery mechanisms

does not exist.

Prohibited Legislation prohibiting innovative finance and project delivery mechanisms
exists.
Transportation Priorities Maintenance Investment in ongoing maintenance of existing infrastructure assets.
Rehabilitation Investment in capital improvement programs for the recovery of existing

infrastructure assets original functionality.

Capacity Expansion Investments in new transportation assets or in the expansion of existing
transportation assets.

Congestion Reduction Investments aimed to reduce traffic congestion through new tolling
strategy such as managed lanes or new tolling technology such as
information technology systems.

Safety Improvement Investment in capital improvement programs specifically aimed to improve
road safety conditions, such as horizontal and vertical signs and guardrails.

© 2009 KPMG International. KPMG International provides no client services and is a Swiss cooperative with which the independent member firms of the KPMG network are affiliated. All rights reserved. 44670NYO
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Qualitative assessment of investment climate by state

Alabama

Alaska

Arizona
Arkansas

California

Colorado
Connecticut
Delaware

Florida

Georgia

Hawaii
|daho
[llinois
Indiana
lowa
Kansas

Kentucky

Louisiana

© 2009 KPMG International. KPMG International provides no client services and

Existing

Nonexisting (project-based PPP
authorization)

Existing
Nonexisting

Existing

Existing
Nonexisting
Existing

Existing

Existing

Nonexisting
Nonexisting
Existing
Existing
Nonexisting
Nonexisting

Pending

Existing

Maintenance, Capacity Expansion

Capacity Expansion

Maintenance, Rehabilitation, Capacity Expansion
Maintenance, Capacity Expansion

Rehabilitation, Capacity Expansion, Congestion Reduction,
Safety Improvement

Capacity Expansion
Rehabilitation, Maintenance, Congestion Reduction
Rehabilitation, Maintenance

Capacity Expansion, Congestion Reduction, Safety
Improvement

Capacity Expansion, Congestion Reduction, Safety
Improvement

Rehabilitation, Maintenance

Capacity Expansion, Congestion Reduction
Maintenance, Rehabilitation, Congestion Reduction
Capacity Expansion Congestion Reduction
Maintenance, Rehabilitation, Safety Improvement
Maintenance, Rehabilitation, Safety Improvement

Maintenance, Rehabilitation, Capacity Expansion,
Congestion Reduction, Safety Improvement

Maintenance, Rehabilitation, Capacity Expansion, Safety
Improvement
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Qualitative assessment of investment climate by state, continued

Maine Existing Maintenance, Rehabilitation

Maryland Existing Maintenance, Capacity Expansion, Congestion Reduction,
Safety Improvement

Massachusetts Pending Capacity Expansion, Congestion Reduction, Safety
Improvement

Michigan Existing Maintenance, Capacity Expansion, Congestion Reduction

Minnesota Existing Maintenance, Rehabilitation, Safety Improvement

Mississippi Existing Maintenance, Capacity Expansion

Missouri Existing Maintenance, Rehabilitation, Congestion Reduction, Safety
Improvement

Montana Nonexisting Maintenance, Rehabilitation, Capacity Expansion, Safety
Improvement

Nebraska Nonexisting Maintenance, Rehabilitation, Capacity Expansion,

Congestion Reduction, Safety Improvement

Nevada Pending Capacity Expansion, Congestion Reduction

New Hampshire Nonexisting Maintenance, Capacity Expansion

New Jersey Nonexisting Maintenance, Rehabilitation, Congestion Reduction, Safety
Improvement

New Mexico Nonexisting Maintenance, Capacity Expansion, Safety Improvement

New York Existing Maintenance, Congestion Reduction, Safety Improvement

North Carolina Existing Maintenance, Rehabilitation, Congestion Reduction, Safety
Improvement

North Dakota Nonexisting Maintenance

Ohio Nonexisting Maintenance, Rehabilitation

© 2009 KPMG International. KPMG International provides no client services and is a Swiss cooperative with which the independent member firms of the KPMG network are affiliated. All rights reserved. 44670NYO
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Qualitative assessment of investment climate by state, continued

Oklahoma Nonexisting Maintenance, Rehabilitation, Capacity Expansion

Oregon Existing Maintenance, Rehabilitation, Capacity Expansion

Pennsylvania Pending Maintenance, Rehabilitation, Capacity Expansion, Safety
Improvement

Rhode Island Pending Maintenance, Rehabilitation, Capacity Expansion,

Congestion Reduction, Safety Improvement

South Carolina Existing Maintenance Capacity Expansion Congestion Reduction
South Dakota Nonexisting Maintenance, Rehabilitation
Tennessee Existing Maintenance, Rehabilitation, Capacity Expansion,

Congestion Reduction, Safety Improvement

Texas Existing Maintenance, Rehabilitation, Capacity Expansion,
Congestion Reduction, Safety Improvement

Utah Existing Capacity Expansion, Congestion Reduction, Safety
Improvement
Vermont Nonexisting Maintenance, Capacity Expansion, Congestion Reduction,

Safety Improvement

Virginia Existing Maintenance, Rehabilitation, Capacity Expansion,
Congestion Reduction, Safety Improvement

Washington Existing Maintenance, Rehabilitation, Safety Improvement

Washington, DC Nonexisting Maintenance, Rehabilitation, Safety Improvement

West Virginia Existing Rehabilitation, Capacity Expansion, Safety Improvement

Wisconsin Existing Maintenance, Rehabilitation, Capacity Expansion, Safety
Improvement

Wyoming Nonexisting Maintenance, Capacity Expansion, Congestion Reduction
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Method

The basis of the facts and commentary
set out in this publication is a combina-
tion of data from external sources and
insights from KPMG's member firms’
professionals.

This type of data has in many cases, has
not been readily available and, as such,

is produced using an econometric model,
utilizing data sourced externally and a lim-
ited number of explicit assumptions.4 The

data sets are presented in the Appendices.

Our forecasts of the future size of the
distinct road markets in 96 states across
North America encompass expenditure
at all levels of government as well as the
private sector on building and maintain-
ing road infrastructure, including roads
and bridges.

Our modeling relies on past trends to pre-
dict the future and does not attempt to
capture the undercurrents of political risk,
financial and other market fluctuations, or
sudden spikes in infrastructure activity.

The process of data gathering and pre-
sentation was as follows:

Canada and Mexico

e Gross Fixed Capital Formation (GFCF)
data for Canada (1998-2006) and
Mexico (2001-2004) was obtained
from the Organization of Economic

Co-operation and Development (OECD).

e The GFCF was converted to 2006
prices using data from the U.S. Bureau
of Economic Analysis (BEA).

e The GFCF was multiplied by 0.019 to
establish historical capital expenditure

on new roads received by contractors.
This ratio is based on the average ratio
of U.K. Construction Statistics Annual
(U.K. Department of Business Enterprise
and Regulatory Reform) roads data to
GFCF for 1998-2006. We believe U.K.
Construction Statistics Annual to repre-
sent an international yardstick benchmark
for infrastructure estimating purposes.

Capital expenditure on new roads was
multiplied by 1.85 to include repair and
maintenance. This ratio was derived
from the U.K. Construction Statistic Annual.

Capital expenditure on roads received
by contractors was multiplied by 3.6
to include the expenditure on design
and professional services, land, plant,
and materials. This ratio was derived
from the U.K. Construction Statistics
Annual and U.K. Quarterly Capital
Expenditure Inquiry (U.K. Office of
National Statistics), used to calculate
GFCF expenditure.

The forward-looking expenditures

up to 2013 were estimated by linear
extension of the line of best fit for the
historical data.

The road infrastructure spending in
each Canadian state was modeled
based on the proportion of that state’s
total infrastructure spending as a per
centage of national total infrastructure
spending. This data was obtained from
Statistics Canada.

Road infrastructure spending per state
in Mexico was calculated on the basis
of population per state. The population

4 KPMG's Global Infrastructure: Trend Monitor has been produced in collaboration with Dr Stephen Gruneberg.

data was obtained from the National
Institute of Geographical Statistics

United States

® Investment in highways and streets
data (1993-2006) was obtained from
the U.S. Census Bureau.

e This data was converted to 2006
prices using data from BEA.

e Capital expenditure on new roads was
multiplied by 1.85 to include repair and
maintenance. This percentage was
derived from the U.K. Construction
Statistics Annual.

e BEA construction output by state was
used to calculate the share of total
construction of each state per annum.
This percentage share was used to
divide national annual roads infra-
structure data to find the annual roads
infrastructure output by each state.

e The forward-looking expenditures up
to 2013 were generated by extrapolat-
ing the trends for each state.

It should be noted that the numbers for
Canada, Mexico, and the United States are
not directly comparable as different sources
and methods have been used in producing
them. Additionally, following feedback on
the European Transport edition, we have
improved our model and consequently the
outputs are not directly comparable. The
numbers for North American roads repre-
sent all expenditure, including design and
professional services, land, equipment and
raw materials. Those for European Transport
represented construction industry’s value
added, i.e. share of that expenditure.

© 2009 KPMG International. KPMG International provides no client services and is a Swiss cooperative with which the independent member firms of the KPMG network are affiliated. All rights reserved. 44670NYO
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kpmg.com

KPMG's Global Infrastructure professionals provide objective advisory support to our
member firms’ clients through the lifecycle of complex infrastructure projects.

Our teams have extensive local and global experience advising infrastructure contractors,
operators and investors, and government organizations in the following areas:

e Planning, structuring, and management of new infrastructure investments

® Procurement and financing support

® Improvement and monitoring of construction and operations

e Restructuring of distressed projects
¢ Investment due diligence assistance

e |nfrastructure-related audit, tax, accounting, and compliance issues.

For additional information regarding our services and capabilities,
please e-mail us at infrastructure@kpmg.com.

The information contained herein is of a general
nature and is not intended to address the circum-
stances of any particular individual or entity.
Although we endeavor to provide accurate and
timely information, there can be no guarantee that
such information is accurate as of the date it is
received or that it will continue to be accurate in
the future. No one should act on such information
without appropriate professional advice after a
thorough examination of the particular situation.

KPMG member firms ability to deliver some
specific services may be limited in individual
countries by local laws and governance
restrictions.
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