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Keep the BAN on PPPs/CDAs
PPP = Crony Capitalism

Public Private Partnerships (P3 or PPP) known as Comprehensive Development Agreements
(CDAs) in Texas differ from a completely private road/project and different from the government
simply contracting work out to the private sector since a P3 involves an ownership stake or a
long-term leasehold. While claiming to be built with private money and transferring the risk from
the public sector to the private sector, this controversial financing mechanism virtually always
involves public money and public risk through profit guarantees and taxpayers being on the hook
for potential losses.

Why we must keep the current BAN on PPPs:

Privatizing our PUBLIC infrastructure through public private partnerships (PPP/P3s)...

e Grants private, even foreign, entities state-sanctioned MONOPOLIES for 50 years

* Represents eminent domain for private gain

e Limits expansion of free roads (guarantees congestion on the free routes) through non-competes
e Manipulates speed limits to drive more traffic to the toll road (increase speed on tollway,

decrease on free route)

The CDA for SH 130 gave financial incentives for TxDOT for raising the speed limits.
TxDOT received a $100 million pay-off from Cintra (2012) for raising the speed to 85 MPH.
TxDOT subsequently lowered the speed limit on the free alternative US 183 in Lockhart.

e Charges toll rates as high as 75 - 80 cents per mile (see CDAs for LBJ, North Tarrant Express)

e Puts taxpayers on the hook for ‘uncollectable tolls’ from out-of-state & foreign drivers

* Keeps traffic forecasts & revenue studies SECRET from the public (Transp Code Sec. 366. 403)
e Allows private corporations the power to tax

e Eliminates low-bid, competitive bidding, replaces with ‘best-value’ bidding, allows P3s to be
doled out to the well-connected

e Use massive amounts of public money & debt to subsidize/prop-up toll projects that can’t pay for
themselves.
This model is not a ‘user’ fee, when billions in public money is used to build the project, but
taxpayers are charged a toll in order to use it - a DOUBLE TAX. See P.2 of this document for
breakdown of public vs private funds on all Texas CDAs. The toll becomes a tax, not a user

fee, when free alternatives cannot be expanded or improved and when nearly all new capacity
is tolled.

(SOURCE: SH 130 Segments 5 & 6 CDA Contract, executed March 2007, opened October 2012)

Not a good deal for the taxpayer

After eight years of studying these contracts, we haven’t found a single P3/CDA that was a good
deal for the taxpayer, and none that compare to the affordability of gas tax funded roads. P3 expert
Dennis Enright with Northwest Financial testified before the Senate Transportation Committee in
March 2007 that P3s cost 50% more and that toll projects should be publicly-run.

Cintra’s traffic study for I-820 forecasts that a mere 8% of traffic will take the toll lanes. Why
are we building a massive network of toll lanes so few can afford to travel? How does this solve
congestion?
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It doesn’t. Managed lanes and congestion pricing are ‘code’ for government control of one’s
freedom to travel, since the price is purposely ratcheted-up in real time in order to price the public
off the road to maintain speed and profit guarantees.

MYTH -VS- FACT

Are the private corporations really bringing the money to the table?
Do PPPs really transfer the risk from the taxpayer to the private entity?
Let’s take a look...

Public Private Partnership financing in TX:

1) SH 130 segments 5 & 6, Austin to Seguin (Awarded to Cintra)
Cost = $1.3 billion

Funding Sources:

Senior bank loans - $685.8 million

$430 million, TIFIA loan (a federally-backed loan that provides low interest rates and lenient repayment
schedules)

$209.8 million, private equity

$2.3 million, interest income

(Source: FHWA web site - http://www.fhwa.dot.gov/ipd/case_studies/tx_shi130.htm)

2) LBJ - 1-635, Dallas (Awarded to Cintra)
Cost = $2.7 billion

Funding Sources:

$850 million TIFIA loan (a federally-backed loan that provides low interest rates and lenient repayment
schedules)

$615 million, Private Activity Bonds (federal, low interest, tax deductible bonds)

$665 million, private equity (including Dallas Fire and Police Pension Funds)

$496 million in Texans’ gas tax dollars (this portion is supposedly to re-build the free lanes, but is this baked
into the toll rates? )

Why isn’t TxDOT using a traditional procurement method to re-build the free lanes and giving another
company a chance at doing that part of the project?)

(Source: FHWA Innovative Program Delivery, http.//www.fhwa.dot.gov/ipd/project_profiles/tx_lbj635.htm)

3) North Tarrant Express - I-820, Ft. Worth (Awarded to Cintra)
Cost = $2 billion

Funding Sources:

$427 million cash from investors

$43 million from the Dallas Fire and Police pension fund

TIFIA loan $650 million (a federally-backed loan that provides low interest rates and lenient repayment
schedules)

$400 million in Private Activity Bonds (federal, low interest, tax deductible bonds)

$573 million in Texans’ gas tax dollars

Segment 3A - I-35W (Awarded to Cintra)
Cost = $1.4 billion

Funding Sources:

$130 million North Texas Council of Governments

$537 million TIFIA loan (Cintra has applied and is expected to receive a TIFIA loan, but the actual award has not yet been made)
$273 million Private Activity Bonds (this amount is expected, but not yet final)

$446 million in private equity

(Source: FHWA Innovative Program Delivery, http://www.fhwa.dot.gov/ipd/project_profiles/tx_north_tarrant.htm,
TxDOT Media Relations Press Release, October 10, 2012)
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The taxpayers put in more cash than did the private investors!

4) Proposed CDA for 183, Dallas - Irving

Cost = $1.3 billion, the State only received one bid, so the project is being re-worked, not to scrap
the sovereignty-eroding P3 toll idea, but to find a way to attract more private investors.

Funding Sources:

“In 2011, the 82nd Legislative Session authorized the option of use of a Public/Private Partnership
arrangement to construct the project. This arrangement allows a combination of public and private funding.”
(Source: SH 183 Fact Sheet, City of Irving)

5) CDA for I-35E, Denton (Awarded to Archer Western / Granite / LANE (AGL) Constructors)
Cost = $4 billion (Exact financing not yet disclosed)

Funding Sources:
$1 billion in public funds ‘available’ according to TxDOT press release.

Toll rates - 80 cents per mile!

“...developers such as the Spanish toll firm Cintra consider the project lucrative, he (John
Polster, consultant to Denton County) said.

“A private developer could charge anywhere from 15 cents to 80 cents per mile in privately
managed lanes to recover its investment in the project.”

(Source: TxDOT Media Relations Press Release, December 13, 2012, and Denton Record-Chronicle - http://www.
dentonrc.com/sharedcontent/dws/drc/localnews/stories/DRC _Corinth _I-35E 0213.14b536dc3.html)

Multi-generational Implications

Multiple generations of Texans will be impacted by these 50 year contracts. Is it really worth in-
debting so many future generations to build today’s roads? Thomas Jefferson didn’t think so.

“No generation can contract debts greater than may be paid during the course of its
own existence.” --Thomas Jefferson

The Texas Constitution says that one Legislature cannot financially bind a future Legislature,
perhaps based on Jefferson’s wisdom. Please carefully weigh and consider these things in the
decisions you face. Represent the interest of all Texans, both this generation and future generations,
well. We’re counting on you.

Here’s the path to restoring fiscally sound,
affordable road policy:
Accountability not tolls

First, dedicate all road & vehicle-related taxes to roads, and end diversions of gas tax (Fund 006)
to non-road purposes. Vehicle sales taxes have been dumped into general revenue to fund general
government rather than go to roads as taxpayers intend for them fund. Directing vehicle sales taxes
to roads would reap $3 BILLION a YEAR, not per biennium, without raising taxes.

Second, end toll road proliferation, especially the sale of our Texas roads to private corporations.
We’ve witnessed precisely what TxDOT does with new sources of revenue - it spends them to
subsidize toll roads, not fix our roads and keep them freeways, even when the funds are backed by
all taxpayers like Prop 14, Prop 12, Texas Mobility Funds, and stimulus money. Preference is always
given to toll roads, not free roads. Such double and triple tax schemes are unacceptable, as is the use



over the next 36 years for the Hwy 161 deal. Without putting an end to the toll regime, taxpayers

I of our gas taxes as a backstop for toll projects like the $4 billion all Texans are on the hook for
will get hit with a double whammy paying gas taxes while having to pay tolls, too.

Third, restore trust in the highway department. Lip service won’t do, neither will throwing
more money at the problem. The Department needs to fundamentally change. When they spend our
taxpayer money to cook the books and mark entries “engineering” when they actually expended
the funds on PR (per the State Audit Report, February 2007), when they spend our money on
lobbyists and ad campaigns to lobby for toll roads, PPPs, the Trans Texas Corridor, and higher
taxes (2008, 2012), when they commit $1 billion dollar accounting errors with impunity (2008),
when they prepare fraudulent environmental studies and break the law to fast-track toll projects
(2008), and when they continue to promote risky financing schemes like P3s that utilize the same
multi-leveraging that caused the sub prime mortgage crisis, nothing short of a total house cleaning
and true accountability will do.
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1. Stop building roads with debt. Go back to pay-as-you-go.

2. End diversions completely (including re-directing vehicle sales tax revenues to transportation
from General Revenue -- which is a $3 billion pot of money, equivalent to approximately a 30
cent gas tax hike, and would meet our road needs without having to raise taxes!).

Defending Our Property Rights & Freedom to Travel

3. Increase TxDOT efficiency and stop wasteful spending (elected leadership, install Inspector
General, mandate zero-based budgeting).

4. Halt the public subsidies propping-up loser toll projects and from being used to convert public
rights-of-way into toll roads,

S. End PPPs & any non-traditional financing (“innovative financing,” which in reality means
public risk for toxic toll road debt -- risky multi-leveraged debt -- and public money for private
profits).
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Texas TURF is a non-partisan, grassroots group defending Texans’ concerns with toll road policy
and eminent domain abuses, and promotes non-toll transportation solutions.
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