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September 28", 2015

For the Attention of:

Rebecca Harnagel

California High-Speed Rail Authority,
770 L Street, Suite 620 MS 2,

Sacramento, California.

RE: Request for Expressions of Interest for the Delivery of an Initial Operating Segment RFEI
HSR#15-02.

Dear Ms. Harnagel,

FCC (Fomento de Construcciones y Contratas S.A.) is pleased to register its interest, with this
Expression of Interest, in participating further in the development of the High speed rail
network in California. The document has been structured to satisfy the requirements of the
recent RFEI published by the Authority.

FCC is the parent company of one of the world's leading infrastructure and citizen services
groups, with our headquarters in Madrid, Spain. We operate across a wide but complimentary
range of businesses. FCC Construction S.A. (FCC Construction) is the FCC Group entity
responsible for our construction business activities.

The experience of FCC Construction in rail projects throughout its 100 years in business
comprises more than 100 projects involving high speed rail lines, stations, conventional railway
(infrastructure and track), track assembly, renewal and maintenance, metro systems, light rail
systems and narrow-gauge railways.

FCC has also been responsible for the construction of 440 miles (32%) of the AVE high speed rail
network in Spain, the second largest worldwide, and a reference project used in the Authority’s
business case.
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In response to the indications in the RFEI invitations, we would like to express our interest in
scheduling a meeting on a one-on-one basis with the Authority to discuss the status of the
project and other advice our senior management can offer from our international
experience of HSR and PPP projects.

Should this meeting be acceptable to you, please let us know by return and we will co-ordinate
to arrange a suitable date.

Thank you for providing us with this opportunity to express our interest in the California High
Speed Rail project, and we look forward to discussing the project with you in the near future.

Sincerely,

Jesus M. de la Fuente

VP Business Development for North America

1101 Brickell Ave, Suite M100-N

Miami, FL, 33131

jmfuente@fcccousa.com; phone: +1.305.372.2536; cell: +1.305.775.0133
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1 Introduction

FCC is a world leader in high speed rail infrastructure, and welcomes the opportunity to
discuss the landmark portfolio of future projects in California with the Authority.

We have referenced the paragraph/question numbering used by the Authority in the RFEI
document, for ease of reference.

2 Question 11.3 Firm Experience & Team Structure

2.1 FCC - Experts in Rail Construction

Headquartered in Spain, the FCC Group, through its subsidiary FCC Construction, is one
of Europe’s leading infrastructure developers. Throughout our 110 year history, FCC has
been involved in all aspects of the rail sector. We have international expertise that extends
from creating high-speed railways to underground metro lines and new trams (design, civil
and related infrastructure works included). We have also been responsible for the design
and construction of new stations and major city landmark terminals.

We have been instrumental in the development of many facets of Spain’s high-speed rall
AVE network and have built more than 440 miles of high speed rail lines in Spain and all of
its main stations including Atocha in Madrid, Santa Justa in Seville, Delicias in Zaragoza,
La Sagrera in Barcelona as well as Gerona and Vigo stations. The AVE system is the
third biggest high speed network in the world with over 1,375 miles of high speed track.

We have brought our innovation and expertise to the AVE network, with this involvement
spanning over three decades. This has allowed us to witness and participate first hand in
its development, and to bring the lessons learnt to other rail projects we are involved in
around the world.

FCC has extensive tunnel infrastructure experience having built the high-speed railway
tunnels under the city of Gerona and the Guadarrama Tunnels between Madrid and
Segovia, to name but a few examples. In 2008 we set the world speed TBM tunneling
advance record at La Cabrera Tunnel, boring 86 metres/day.

Right now, we are working on the civil, rail infrastructure and systems works for the AVE
high speed line connecting Alcantara to Garavillas. The Viaducto de Almonte, breaking
rail bridge records with its 384 meter span, carries the new high speed route across a
major river and our innovation and construction expertise can be seen for itself in the
construction photograph below.

FCC Construction, through its subsidiary FCC Industrial has also been instrumental in
developing, building and integrating the power, communications, signaling, passenger
information and warning systems throughout the high speed rail network in Spain,
including on sections where the civil works were not built by FCC. FCC Industrial are
currently working on the installation of the signaling and communications systems on the
high speed Mediterranean Corridor Line.
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Viaducto de Almonte, high speed rail bridge, Spain - 2015

We have provided a brief overview of FCC Group, and our construction entity FCC
Construction in the following sections.
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2.2 FCC Group

A leader in Infrastructure & Environmental Services

FCC (Fomento de Construcciones y Contratas S.A.) is the parent company of one of the
world's leading infrastructure and citizen services groups, with our headquarters in Madrid,
Spain. We operate across a wide but complimentary range of businesses.

FCC generated over $7billion (6,334 billion euro) in revenues in 2014, of which 44% came
from international markets, mainly Europe and America. We have a footprint in 52
countries worldwide.

A balanced business model

Our business portfolio is now highly diversified. FCC's core businesses are construction,
environmental services, water management, and development of concessions for large
infrastructure projects.

Infrastructure - the Group operates under FCC Construction and Cementos Portland
Valderrivas; the latter is a listed company and a leader in cement production in Spain. FCC
Construction designs, build and maintains infrastructure all over the world.

Water - which operates under FCC Aqualia, provides end-to-end water management
services, from operating infrastructure to supplying households and businesses.

Environmental Services - manages and treats domestic and industrial waste, and
provides and provides maintenance services to city authorities.

2.3 FCC Construction

Construction

FCC Construction S.A. (FCC Construction) is the FCC Group entity responsible for our
construction business activities, including development of infrastructure and construction
of:

- Railways (high speed rail, metro, light rail)
- highways
- tunnels
- bridges & viaducts
- water infrastructure
- ports & airports
- residential and non-residential building.
In 2014 FCC Construction’s turnover was $2.5 billion (€2.0 billion), 65% of which was

generated outside Spain.
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Our international project portfolio includes the following recent high profile projects:

PROJECT D&B P3* CAPEX

Riyadh Metro, Saudi Arabia, Line4,5and6 | v |  |$6,737 Million |
Lima Metro, Peru, Line 2
Panama Metro | [$1,831 Million |
Mersey Gateway Bridge, UK
Gerald Desmond Bridge, Los Angeles [ | $600 Million |
Doha Metro, Qatar, Red Line . [$562 Million |
Bucarest Metro, Romania, Line 5 [ | $543 Million |
I

\

Acu Port, Brazil $452 Million
Toronto, Canada, Line 407 $304 Million

| Lima Metro, Peru, Line2 | v |
[PanamaMeto 1 v |
| Mersey Gateway Bridge, UK | v |
| Gerald Desmond Bridge, Los Angeles | v |
| Doha Metro, Qatar, Red Line | v |
| Bucarest Metro, Romania, Line5 | v |
|AcuPort,Brazil | < |
| Toronto, Canada, Line407 ] |

*P3 with FCC Concessions as SPV shareholder.

FCC Concessions

FCC Construction has had a strong presence in the P3 and concessions sector for more
than two decades and it is now one of its most specialist business streams. It has recently
seen an increase in public and private initiatives with the number of projects awarded
exceeding 20 in the last seven years. This brings the total number of P3 projects which
have been developed during the whole life of the company to over 60. FCC Concessions
are SPV shareholders in the $5.4 billion Lima Metro project, which reached contract close
in 2014 and issued $1.15billion in US bonds to the market in June 2015. Further financing
facilities are being raised with funding completion expected in Fall 2015. This world-class
project is referenced below in some of our responses.

Relevant Support Units

To ensure delivery on time and to the highest standards FCC Construction also has a
group of subsidiary companies, including FCC Industrial, dedicated to activities connected
with the rail sector (maintenance, prefabrication, industrial installations etc.).

2.4 FCC and the Initial Operating Segment of the California High Speed Rail

FCC has the expertise, experience and capacity to deliver all aspects of the proposed
DBFM Project, for both IOS options. We have a proven track record as concessionaire,
design & build contractor and maintenance contractor on rail (including high-speed rail)
projects in Spain and internationally. We have successfully won, financed, built and
operated high profile infrastructure projects globally.

As developers, for a project of this size we would seek to partner with other developers to
ensure we are proposing a team that guarantees the delivery of the project. We are
already considering potential partners.

FCC’s goal is to build and lead a team with the following key elements:

v' Equity investment partners with a substantial development and investment track
record in new-build transportation and / or infrastructure projects;
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v Top tier construction partners, who will work with FCC to optimize the construction
and deliver the project ahead of schedule.

v' World-class rail, tunnel and bridge infrastructure designers, with experience
providing innovative solutions for projects of similar complexity.

v Experienced high speed rail systems providers who will work together with FCC’s
rail systems integration team, and will complement the experience already gained
by FCC on the AVE system.

v' A team, focused on partnering with the Authority to deliver. One that understands
the political and public importance of the project, and is committed to working with
the Authority and the relevant stakeholders to realize the project objectives.

2.5 FCC Construction — Sample of Relevant Reference Projects

The experience of FCC in transit projects throughout its 100 years in business comprises
more than 100 projects involving high speed lines, stations, conventional railway
(infrastructure and track), track assembly, renewal and maintenance, metro systems, light
rail systems and narrow-gauge railways.

FCC have also been responsible for the construction of 32% of the AVE high speed rail
network in Spain.

Whilst our high speed rail experience is limited to design, build and integration roles, FCC
Co has developed 10 metropolitan railway projects under a DBFOM contract, acting as
both equity investor and contractor. In addition to that, FCC Co has wide experience in
constructing metropolitan railway projects under other contract models such as Design Bid
Build (DBB), Design Build (DB) and Design Build Finance (DBF).

We have provided an overview of some relevant projects below.
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Track Record on High Speed Rail Projects

Approximate Tunnel Length

AVE High Speed Project Segment Length of Project within FCC Approximate Viaduct length (miles)
Scope (miles) (miles)

Atlantic Axis HSR Line 62 4.4 175x 2

New HSR Connection to Asturias 82 0.2 23.0

Madrid — Barcelona HSR Line 115 7.3 10.0

Mediterranean Corridor HSR Line (works are  57.5 2.0 9.3

currently ongoing on this section)

Madrid — Valladolid HSR Line 55 1.25 24.3

Marid — Seville HSR Line 108
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Approximate Tunnel Length

AVE High Speed Project Segment Length of Project within FCC Approximate Viaduct length .
. . (miles)
Scope (miles) (miles)

Madrid — Valencia HSR Line 58 0.2 10.6 x 2
Zaragoza — Huesca HSR Line 19 0.9

Cordoba — Malaga HSR Line 2 15
Sevilla — Cadiz HSR Line 11 0.5

Northeast Corridor HSR Line 6 0.1
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Relevant experience of FCC Concessions in P3 Rail Projects

PPP PROJECTS LENGTH (mi) INVESTMENT (USS million) No. STATIONS STAGE

Lima Subway. PERU 22 5,300 35 Under Construction

Murcia LRT. SPAIN 11.0 222 28 Operation

Zaragoza LRT. SPAIN 7.9 420 25 Operation / Construction

Terminal 4 Barajas Metro (Madrid) SPAIN 1.5 65 1 Operation

Mélaga Metro. SPAIN 8.5 560 18 Operation

Parla LRT. SPAIN 5.6 176 19 Operation

Trambesés (Barcelona). SPAIN 8.8 300 28 Operation

Trambaix (Barcelona). SPAIN 9.4 374 30 Operation

Madrid Rail Transportation (L-9). SPAIN 11.4 152 4 Operation

ML1 Light Metro Line (Madrid). SPAIN 3.4 360 9 Operation

Barcelona Metro (Line 9). SPAIN 10.6 1,279 13 Construction Completed
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Relevant experience of FCC in related Construction Projects (DB, DBB, etc)

CONSTRUCTION PROJECTS LENGTH (mi) INVESTMENT No. STATIONS STAGE

(US$ million)
Riyadh Metro 40 7.000 25 Under construction
Singapore Metro Circle & Downtown lines 14.0 732 7 Completed / Construction
Delhi Metro (Airport Link) 3.7 171 2 Completed
Athens Metro Line 2 1.4 117 2 Completed
Toronto Metro Line 45 374 1 Construction
Bucharest Metro Line 5 6.1 328 9 Construction
Olsztyn Light Rail Train 115 77 19 Construction
Panama metro line 1 14.0 1,332 11 Construction
Madrid metro line 2 expansion 4.5 387 4 Completed
Madrid metro line 3 Sol Station expansion - 31 1 Completed
Sol Station Madrid local rail system -- 181 1 Completed
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3 Question 11.4 Project Approach

The Authority would like to know whether each Respondent is interested in the 10S-
South scope, I0S-North scope, or both, as well as any recommendations for
improvement to its delivery strategy. The EOI shall include a description of how the
Respondent will approach each project scope and how each approach will meet the
goals and objectives of the Authority and the hurdles to overcome to deliver the
project(s) on time and on budget.

This section of the EOI shall also include any innovative ideas for delivering both
projects.

As a potential shareholder and concessionaire we do not feel the challenges of either the
North or South IOS are insurmountable and therefore FCC are interested in the full scope
of both of these projects, providing that the project risks are assigned to the parties who
can best manage the risk. Having read the background project information made available
by the Authority, FCC have arrived at the same conclusion, that a DBFM delivery strategy
could work very well for this type of project.

From the technical point of view, the I0S-South appears to be more complex due to the
need to cross the mountainous sections south of Bakersfield requiring significant viaduct
and tunnel sections. We also feel the connection from Burbank to LA and Anaheim will be
very complex due to the density of population and lack of space for surface rail lines. We
have faced these design and construction challenges before, on urban projects such as
the metro construction in Barcelona, Madrid, Toronto and Riyadh and AVE construction
through the mountainous Spain. The technical challenge does therefore not strongly
influence our preference for IOS-North or I0S-South.

We do however recognise that some of the major stumbling blocks to achieve this are
risks that are best managed by the Authority, such as planning and environmental
approval risks. In order to achieve the Authorities aims of providing a quality high speed
rail system that will begin operations as soon as possible we believe the authority should
progress both projects in tandem through the initial planning and environmental approvals
until it becomes clear which 10S might best proceed at speed and focus all efforts on this
scheme.

We also take note of the Authority’s consideration to close the rail gap between Northern
and Southern California and to expedite the missing rail connection between Bakersfield
and the Los Angeles basin.

In relation to the delivery of the project, FCC want to be partners with the Authority, in the
true sense of the word. Co-operation and communication between the FCC team and the
Authority will be key, as will effective stakeholder management. We will therefore put in
place a world-class management team, capable of driving the project forward, whilst
maintaining excellent relationships with the Authority. Our risk analysis, programming,
guality assurance and construction method expertise, will ensure that the project is
managed in an effective, efficient and safe manner. During the tender phase we will focus
our innovation efforts on the items that will bring best value to the project and programme
savings. Through workshops and consultation with the Authority, we will develop a
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deliverable high quality solution, with a strong focus on value engineering and programme
optimisation.

Given the integration interfaces that will be inherent in this project, we will be keen to have
early involvement with the Authority’s operator, the authorities associated with the
connectivity/bookend projects, the rolling stock provider and to gain an understanding of
the assets in the CP1 to CP4 sections which we will need to integrate into our project.

IOS North & 10S South —which should be developed first?

Relative Advantages Relative Disadvantages
10S South Provides early rail link to the LA basin Varied and complex terrain
Revenues are stronger than IOS North Potentially difficult to gain the outstanding

environmental and planning approvals
Bus connection at San Fernando until Metrolink
corridor is completed.

10S North Connects to existing rail infrastructure and Revenues do not appear to be as high
more convenient for rail to rail transfer
CAPEX marginally lower

Bay to Basin Achieve the aim of realising HSR Phase 1 as  Funding challenges
soon as possible
Maximise revenue streams
Consistency across the network

4 Question 11.6 Commercial Questions

4.1 Question 11.6.1

Is the delivery strategy (i.e., combining civil works, track, traction power, and
infrastructure) likely to yield innovation that will minimize whole-life costs and
accelerate schedule? If so, please describe how. If not, please recommend changes
to the delivery strategy and describe how those changes will better maximize
innovation and minimize whole-life costs and schedule.

Every project is different, and project structures should be designed to ensure the project
is deliverable. We have successfully delivered systems only rail contracts, integrating our
systems with others infrastructure, to suit our client’s needs. We have also successfully
structured turn-key projects, where we assume the role of concessionaire, designer,
builder, maintainer, rolling stock provider and operator of the entire associated ralil
infrastructure and systems.

In the case of delivery of a single 10S, we believe that bundling the civil works, track,
traction power and systems infrastructure together is a strong solution. The Authority will
realise benefits such as:

v' A reduction in the external interfaces between designers and contractors therefore
leading to a reduction in cost and risk to the Authority.
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v" A much smoother design process, with teams being integrated and if possible co-
located, enabling easy information transfer and right first time solutions. Efficient
communication channels, freedom to pass draft design iterations without waiting for
designs to be final, can mean programme savings for the Authority.

v" The integrated design, worked from the bottom up through all phases of the project,
will ensure that the design has always taken account of the long term management
considerations of the operator and the maintainer. Within our teams, we like to
ensure that the construction team and the maintenance team put their heads
together from an early stage in the tender process, and that the D&B Contractor has
a very clear picture of the impact their design solutions and sub-contracts have on
lifecycle. We then carry out optioneering to optimise the capex/lifecycle profile, thus
ensuring that the cost of the project is minimised for the Authority.

The Authority has indicated that they will retain responsibility for procuring the rolling stock.
For this project, we believe this approach makes sense, given that the Authority will be
able to ensure rolling stock consistency across the HSR network. As the rolling stock
interface has already been introduced we suggest that the Authority should give
consideration to whether some of the systems, such as the signaling system, sit better
within a Rolling Stock providers remit.

4.2 Question 11.6.2

Does the delivery strategy adequately transfer the integration and interface risks
associated with delivering and operating a high-speed rail system? What are the key
risks that will be borne by the State if such risk transfer is not affected? What are
the key risks that are most appropriate to transfer to the private sector?

Bundling most of the infrastructure (delivery and maintenance) into one package removes
a lot of the interface risk for all parties. The remaining risks are manageable as long as
the project is structured in such a way to assign risks to the party who is best placed to
manage them and suitable interface agreements are drawn up to manage information flow,
approvals and provide a framework which incentives all parties to cooperate in resolving
problems quickly.

We have provided below a list of the key risks that remain with the proposed structure and
we have made recommendations on where the risk might be best managed, if a DBFM
project is to be deliverable and fundable:
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Risk Description  Type Suggested Owner Comments
Operator Interface  Challenge Shared with The Interface Risk born from the daily interaction between the
appropriate operator and the concessionaire will be managed through an
Interface Agreement Interface agreement. However this agreement is something that
will need to be given careful consideration to give a level of
comfort regarding the risk profile to the concessionaire and its
lenders. The concessionaire’s maintenance liability should be
capped to recognize the size of the contract. Excessive penalties
during the operations, which try to cover loss of revenue, could
represent an undeliverable risk.
Rolling Stock Success Authority/Rolling For this particular project the rolling stock procurement,
Integration Risk Factor/ Stock Provider maintenance and integration risk sits best outside the DBFM. As
Challenge suggested in the response to Question 11.6.1 the Authority
should consider whether the signaling systems for the project
would fit better in the rolling stock contract.
Stations - Success Depends on the The Authority could consider the inclusion of the stations in the
Integration and Factor/ payment structure DBFM, depending on how advanced the approvals/necessary
Interface Risk Challenge for the station permits for the stations are. If operation of the stations was to be
operation. included in the DBFM remit, the payments to the concessionaire
for station availability would have to be structured with a minimal
level of demand risk for the private sector.
Civil Infrastructure  Success Appropriate Risk The concessionaire will be required to accept the existing
built by others Factor/ Share infrastructure that is being developed for the scheme through
Challenge other contracts (e.g. CP1 to CP4). The acceptance and future

maintenance of these elements can often give rise to concerns
from lenders on the liabilities that will fall upon the concessionaire
should operational performance (and therefore payment) be
impaired by defects in these elements. An acceptance criteria
agreed by all parties matched with an appropriate latent defect
guarantee from the Authority will help to mitigate this risk.
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Agreements with Success Authority The Authorities advance 3rd party liaison and co-ordination with
third parties, Factor/ other rail improvement projects, such as Caltrain and Metrolink
adjacent rall Challenge will be key to the success of the project. Terms of agreements
providers, future should be discussed and agreed in advance of the RFP phase in
infrastructure. so far as possible. This risk should be managed by the Authority.
Construction Success Appropriate Risk The criteria for triggering payments to the concessionaire will be
completion and Factor/ Share absolutely critical to the concessionaire and the lenders. Where
commencement of Challen we have two different work streams such as civils/systems and
S ge : ;
availability rolling stock managed by separate contracts the risk of
payment deliverables should sit with the party who is best placed to
manage the risk. Both contracts should have appropriate security
packages in place to cover the Authority and the lenders for this
risk.
Utility diversions. Success Authority Utility risk is always a key consideration for a construction project
Factor/ of this scale, particularly where it passes through urban areas.
Challenge FCC have seen the benefits of a proactive approach by the
Authority to utility diversions in advance of contract award. We
suggest that as much work needs to be done in advance as
possible in order to locate and divert utilities. Close coordination
with third party utility companies should be in place, with the
Authority leading these discussions.
ATC process: Opportunity The Authority and the project would greatly benefit from an

Alternative Technical Process (ATC) process during the
procurement that would enable developers to submit ideas which
deviate from the RFP, but provide an equal or better product. This
approach is likely to result in schedule or costs savings to the
project. For the ATC process to be meaningful, we would
encourage the Authority to get fully involved, with one on one
meetings and a clear and empowered decision making process.
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Sufficient time should be allowed for proposers to develop these
alternative concepts, submit, discuss and vet them with the
Authority and fully develop and price the proposals after approval.
Whilst this mechanism may slightly lengthen the procurement
process it could add a lot of value. The bottom line is that through
this innovation during the procurement phase the Authority
receives the benefits of these cost effective and schedule
optimising solutions without compromising overall quality and the
proposer in return can be more competitive thereby increasing its
chances of success. In return for a work product stipend, the
Authority will have the chance to incorporate these innovations
within the project even if the project is not awarded to the team
that proposed the ATC.

Impacts on the
public

Success
Factor/

Challenge

All components of
the partnership
should be
responsible for
ensuring the
impacts on the
public are minimized
in so far as possible

It is clear that the Authority already recognizes that one of the key
success factors of the project is public support. This can be
achieved through effective consultation, communication and
stakeholder management The Concessionaire and its major
subcontractors, and the Authority need to work together to
minimize impacts to the public and ensure that co-ordinated
messages are delivered.
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4.3 Question 11.6.3

Are there any other components of a high-speed rail system that should be included
in the scope of work for each project (e.g., rolling stock, train operations, stations)?
If so, how will this help meet the Authority’s objectives as stated in this RFEI?

When we consider the current scope of and size of the original 10S and its deliverability in
the market there may be some concerns in regard to increasing the scope and therefore
cost of an already very large project. As set out in the responses above, FCC believe that
it is appropriate for the Authority to procure the rolling stock separately. Some
consideration should be given to also including some of the systems, such as the
signalling, within the remit of the rolling stock provider. We suggest that the
concessionaire will also be willing to discuss the inclusion of the train stations within the
DBFM project.

4.4 Question 11.6.4

What is the appropriate contract term for the potential DBFM contract? Will
extending or reducing the contract term allow for more appropriate sharing of risk
with the private sector? If the Respondent recommends a different delivery model,
what would be the appropriate term for that/those contract(s)?

Based on FCC'’s global concessions experience, we feel that a 25-30-year operational
term is an appropriate market standard for this kind of project. This period of time normally
allows the private partner to generate enough revenues to repay the entire debt and
interest, whilst maintaining unitary payments at acceptable levels.

At the end of the concession period the Authority will own a fully operational asset which
will have been well maintained across the contract term. However the Authority can gain
additional benefit by ensuring the lifecycle replacement of the major items falls
immediately before the hand back date. Should the contract operational term not
synchronize with the life cycle replacement in this way then additional hand back
restrictions can be imposed upon the operator at contract award to ensure the Authority
receives the asset in the best state of operation.

4.5 Question 11.6.5

What is the appropriate contract size for this type of contract? What are the
advantages and disadvantages of procuring a contract of this size and magnitude?
Do you think that both project scopes should be combined into a single DBFM
contract?

We are seeing more “mega projects” coming into the market place and achieving funding
however they are still more of the exception than the norm. We have previously delivered
private sector funding for P3 contracts with a construction value of $4.3 billion (the Lima
Metro, Line 2 DBFMO, with a 2014 contract close). Securing funding over $5million is
ambitious, and the structure of the deal would have to be specifically designed to attract
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lenders. On the Lima Metro project, we were successful in raising the necessary finance
because the government provided over 70% of the construction costs in milestone
payments. In addition, the Peruvian government committed to providing monthly
certificates to the concessionaire to guarantee the capex expenditure to date, in case of
termination. We worked together with the client to sculpt this guarantee structure, and this
creative thinking meant that the project was deliverable, and the funds to develop the
project were achieved.

The FAQ document issued by the Authority indicates that financing far in excess of
$5million will be required for each I0S. The Authority will therefore need to consider a
creative solution, with a significant portion of the capex covered by milestone payments
during construction and a suitable payment security structure in place to attract lenders.
The payments during construction whilst helping to reduce the level of interest as part of
the funding, also reduce the level of equity to be provided by the Concessionaire and
generally bring better value for the Authority.

Whilst technically it make sense to deliver the Bay to Basin solution in one project, it is
difficult to see how such a large project would be financed, with the current funding levels
envisaged.

4.6 Question 11.6.6

Does the scope of work for each project expand or limit the teaming capabilities?
Does it increase or reduce competition?

The DBFM scope of work proposed at present does not overly limit the teaming
capabilities of joint venture entities who would wish to tender, particularly with the rolling
stock procurement responsibility staying with the Authority. The main limiting factors for
this project could be considered as its contract value pertaining to the scope elements.
The size is a limiting factor due to the number of contracting entities who would be capable
of providing the necessary guarantees and warrantees whilst also having the necessary
skills and proven ability to deliver such a complex project. Where the contract vaue was
lower and or the necessary bonding and guarantees where reduced this would open the
tender up to a greater number of partnerships. However, as we have discussed in other
sections, the benefits of bundling all the elements into one DBFM project must be weighed
up against any impacts the project has on teaming capabilities.

One other potential limiting factor in the current scope is in regard to the delivery of some
of the systems. The design, installation and future operation and maintenance of the
systems is crucial to the safe operation of a high speed rail network. In order to deliver this
with confidence there may only be a limit on the number of providers who can deliver
certain systems. When we compare this to the number of civil engineering contractors able
to deliver the required elements of the work, the number is much greater and this becomes
greater again if we consider smaller entities forming tendering joint ventures.
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5 Question 11.7 Funding and Financing Questions

5.1 Question 11.7.1

Given the delivery approach and available funding sources, do you foresee any
issues with raising the necessary financing to fund the I0S-South project scope?
IOS-North project scope? Both? What are the limiting factors to the amount of
financing that could be raised?

We have previously delivered private sector funding for P3 contracts up to $5.3 billion (the
Lima Metro, Line 2 DBFMO). Securing funding over $5million is ambitious. The FAQ
document issued by the Authority indicates that financing far in excess of $5million will be
required for each I0S. The Authority’s projected revenue streams for the I0S-South are
significantly higher than those for I0S-North, but the same conclusion can be reached for
both projects.  Raising funding will be challenging but not insurmountable, and the
structure of the funding sources and timing of payments will play a big role in the success
of the project.

The limiting factors to the amount of financing are as follows:
- project size in the context of the size of the US funding market
- perceived strength of commitment of the funding sources
- compensation on termination structure
- amount of funding available to cover milestone payments during construction.
- size of the security packages required from the concessionaire
- acceptable risk profile agreed between the concessionaire and the Authority.

5.2 Question 11.7.2

What changes, if any, would you recommend be made to the existing funding
sources? What impact would these changes have on raising financing?

We refer to the Lima Metro example we gave in the response to Question 11.6.5. To
deliver the project we suggest that a significant percentage of the capital expenditure
should be repaid by the Authority in milestone payments during construction and the
security structure for the future payments to the concessionaire should be considered
carefully to ensure that the project risk profile is attractive to lenders.

5.3 Question 11.7.3

Given the delivery approach and available funding sources, is an availability
payment mechanism appropriate? Could financing be raised based on future
revenue and ridership (i.e., a revenue concession)? Would a revenue concession
delivery strategy better achieve the Authority’s objectives?

We consider that an availability mechanism is the best payment regime to adopt to ensure
that the risk profile of the concessionaire is fundable. For an unproven system, the
revenue risk sits best with the Authority, particularly in the initial stages of the operations
phase.
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6 Question 11.8 Technical Questions

Based on the Authority’s capital, operating, and lifecycle costs from its 2014
Business Plan, describe how the preferred delivery model could reduce costs,
schedule, or both. Please provide examples, where possible, of analogous projects
and their cost and/or schedule savings from such delivery models.

How does this compare to separately procuring each high-speed rail component
(i.e., separate contracts for civil works, rail, systems, power separately)? Please
discuss design/construction costs, operating/maintenance/lifecycle costs, and
schedule implications.

As these three questions are linked, we have provided one integrated response below.

The Authority has stated in the 2014 Business Plan that their vision is to stimulate
innovation, reduce costs, transfer risk and attract investment.

It is clear that the DBFM delivery model delivers on this vision.

By means of the competitive dialogue bid process, the Authority will ensure value for
money. The bidders will develop design solutions, in dialogue with the Authority, which
aim to minimize costs (including those costs linked to programme). The design solutions
will for the civil works and systems will be integrated from the start, with communication
made easier with the designers communicating directly with each other — ensuring right
first time solutions. The introduction of an Alternative Technical Process, as described in
our response to Question 11.6.2, will maximize the benefits that the public sectors
innovation can bring, particularly if the solutions can be used by the successful bidder
(building in appropriate compensation to the bidder who developed the proposal to ensure
innovation incentives are maximized). By allowing the bidders to comment on and
dialogue the programme the Authority will gain knowledge from across the globe and
certainty with regards to an achievable infrastructure availability date.

Following on from our response to Question 11.6.1, we have seen first-hand the benefits
of having the person responsible for maintaining and upgrading the system in future years
sitting at the same table as the designer and builder from an early stage in the project.
The designer and builder will work together to ensure that the strategic design decisions
are made and that warranties received from suppliers are managed to deliver the optimum
capital expenditure profile for the project. The bidders will be incentivized to ensure that
their lifecycle plan is streamlined and delivers value for money to the Authority, but is
sufficient to provide the high level of service required by the Authority. The availability and
penalty mechanisms applied to the concessionaire should be carefully considered to
ensure that an appropriate level of risk in this regard is transferred to the concessionaire.
With the proposed structure to procure the rolling stock provider and operator separately,
there is some interface risk, but with risks can be mostly managed by the public sector
through an effective interface agreement.
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Every authority determines their initial capex, operational and lifecycle budgets in different
ways, and the relative differences between the cost/schedule estimates prepared by the
client and the winning bid solution put forward can fluctuate depending on the project.
What is clear is that a competitive dialogue process, DBFM contract structure, and forward
planning regarding risks which can be managed by the Authority (such as utility diversions)
will maximise innovation, reduce interface risk insofar as possible and deliver cost and
programme benefits/certainty to the client.

6.1 Question 11.8.3

For each project, are there any technical changes to the respective scope of work
that would yield cost savings and/or schedule acceleration while still achieving the
Authority’s objectives? If so, please describe.

The main technical challenges that will affect the cost and/or schedule will be the tunnel
and bridge design solutions developed through the mountainous terrain and where new
lines are being constructed through the built up urban areas along the route. Itis key to
strike a balance between innovative solutions and recognising the impact on programme.
Expediting the construction in the sections of difficult terrain will be hugely beneficial to
realising the Authority’s objectives.

For instance, project scope should ensure that geographically we have the opportunity to
attack the construction of the tunnels from different start-points simultaneously (with two
tunnelling faces). The Guadarrama Tunnel built by FCC to accommodate the high speed
line Madrid-Valladolid in Spain is a good example of where this dual-face approach was
adopted.

One aspect that could expedite the beginning of the operations in the 10S, would be to
require the concessionaire to deliver the systems needed to start testing in the CP1 to CP4
sections of the project at an early stage in the project. Whilst this isn’t the most efficient
way of building the system, the programme benefits to the Authority achieving operations
should be considered. The programme for these works will be significantly less that the
civil works in the new sections, and early completion of these sections could provide the
perfect testing ground for integrating the rolling stock, systems and communications
elements. The risk profile for the concessionaire in this regard would have to be discussed
carefully between the parties.

As described at the outset of this document FCC have been instrumental in the
development of many facets of Spain’s high-speed rail AVE network and have built more
than 440 miles of high speed rail lines in Spain This has allowed us to witness and
participate first hand in the development of this world class network, and to bring the
lessons learnt to other rail projects we are involved in around the world. We therefore do
not consider the technical challenges for the project to be insurmountable, and we can
definitely deliver value for money for the Authority through effective management,
experience and innovation.
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7 FCC Presence Worldwide
Africa

Algeria, Morocco.

America

Brazil, Canada, Colombia, Costa Rica,
Chile, Ecuador, USA, El Salvador,
Honduras, Guatemala, Mexico, Nicaragua,
Panama, Peru.

Asia
Saudi Arabia, China, UAE, India, Qatar, Singapore.

Europe

Albania, Germany, Andorra, Austria, Belgium,
Bosnia Herzegovina, Bulgaria, Croatia, Slovakia,
Slovenia, Spain, Estonia, Greece, Holland, Ireland,
Italy, Luxembourg, Macedonia, Montenegro,
Poland, Portugal, United Kingdom, Czech Republic,

Romania, Serbia, Switzerland, Ukraine.
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