Business Model of the
Portuguese High Speed Rail Project

European Railway Review
Iberian Rail Development 2009
Lisbon, February 17, 2009

§ .

reve B e N
rede ferroviria de alta velocidade, s.a.



Porfugal
mals ProxXimo

Business and
Procurement
Model




=9lla velocidade

Porfugal
mals ProxXimo

Methodology for the Definition of the Business Model

1. Strategic goals definition
2. Detailed analysis of some international projects
3. Segmentation and critical analysis of the value chain

4. Selection of the most suitable business models for a
comparative analysis

5. Definition of the business model
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Activities Developed for the Definition of the Business Model

A Development of some studies and analyses, between 2003 and 2007,
with the support of national and international advisors:

I A.T. Kearney (2003/2004)
I Banco Finantia, Goldman Sachs and Depfa Bank (2005/2006)
I KPMG (2005/2007)

A Meetings with public and private, national and international entities:
I Rail sector
I Construction sector
I Suppliers of railway technology
I Financial sector
I Advisory firms

A Workshop with public and private entities involved in the HSR project
in Holland
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Minimization
of Risks

Affordability for the
Portuguese State

What is the Business
Model that better allows
to reach these goals?

High Level of Service
/ Quality

rave
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Delivery of the
Project on
Time
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International HSR Projects I Benchmarking Analysis

France Spain United Holland Perpignan - Bordeaux
(Decades: (Decades: 80 Kingdom (2005) Figueras Tours
80 and 90) and actual) (Decade: 90) (France -Spain, (France, 2007)
2005)

Strategic Role

Regulation

Planning

Establishment of Requirements State State State State State State
Articulation of the System

Operational Role

Design :

Build State State Private State and Private (PPP) Private
Maintain (PPP) Private State and (PPP)
Operate Private

Trend

Reduction of State risk exposure
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Breakdown of thé Value Chain of the HSR (2/2)

Signalling and

Communication /\

Stations

HSL Zuid
2000 2
> Infrastructure CTRL

1996 2

Eurotunnel
1987 2

Superstructure

Substructure

III J

Passengers Operator

Freight

Germany @
1991 1

France 992 _
1983 1

Mi'rﬁ‘;g@ﬁ%nm o < Scope of private sector >°

Breakdown of the Value Chain

France
2007 2

Operator

and Capacity
Allocation

1 Start of operations

2 Start of studies / contracts signed
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A Traditional procurement (Short and medium Contracts)
A Traditional procurement (Large Contracts)

A Mixed procurement (Construction Contracts + PPP)

A PPP procurement (DBFM i Infrastructure + Operation)
A PPP procurement (DBFOM i Infrastructure and Operation)
2 Private Sector involvement +

iti Mixed
Traditional
Traditional (Large _pln_ro%grem?m DBEM + O SroN
contracts) (Traditional +
DBFM)



=9lla velocidade

Porfugal
Mais proximo

rave

rede ferrovidria de alta velocidade, 5.a.

Comparative Analysis of Several Business Models

Traditional Procurement

Objectives

vs PPP Procurement

Traditional Procurement

PPP Procurement

Affordability to the i
Portuguese State

Lower financing costs, but higher risk
exposure

Lack of incentive to reduce the O&M costs
during the project

Disperse competitiveness in a great
number of market players

i Whole life cycle approach

i Allows participation of great players in

i Portuguese experience in this type of

allows lower
global costs of the project

consortium competing for different
projects, not excluding small players

procurement structure

Deliver the Project i
on Time

Public sector responsible for global
integration and management of the
project, undertaking possible delays that
may occur

I Incentives guarantee deadlines

T Concentration of related activities in the

accomplishment

same entity

Level of Service / |
Quality

Lack of incentives to performance and
keep the assets in the long term.
value for money

Poor

i Quality standards are well defined
i Incentive mechanisms for accomplishment

of pre -defined levels

Minimize Risks T

Does not transfer significant risks to the
private sector

Public sector keeps the most part of
project risks

T Allocation of risks to the entities that more

I Risk allocation requires procurement and

able to manage them

contractual sophistication

10
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Business Model Selected: Infrastructure (1/2)

Capacity Allocation and Railway Traffic Management (State/REFER )

Signalling / Telecommunications (PPP )

Substructure / Substructure / Substructure / Substructure / Substructure /
Superstructure Superstructure Superstructure Superstructure Superstructure
(PPP) (PPP) (PPP) (PPP) (PPP)

11
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Reasons for the breakdown of the value chain:

and Functionality Value for Money

A Dimension of the investment A EU funds segmentation
A Type and number of suppliers A Level of national incorporation
A Technological risk A International experience
A Lifecycle / Useful life A Maintenance of the strategic role
A Horizontal and vertical interface within the State
risks

12
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Procurement Process / Timetable: Infrastructure

PPP Substructure / Scope: Design, Built, Finance and Maintain (DBFM)
Concession Period: 40 years
Superstructure Payment Mechanism: Availability (75%) + Maintenance (25%) + Demand (+ -2%)

Scope: Design, Supply, Installation, Finance e Maintain (DBFM)
Concession Period: 20 years

PPP Signalling /
Uzl biveEiien Payment Mechanism: Availability
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Procurement Process: HS Stations

A Lisbon and Oporto : To be
developed directly by the State
(REFER/RAVE)

A Evora, Oeste, Leiria and Aveiro

Integrated in PPP deals

A New Lisbon Airport _: To be
developed by the NLA
Concessionaire

A Coimbra, Braga and Valenca
Still to be defined

A Elvas/Badajoz : Still to be
defined between Portugal and
Spain
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