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UPDATE ON PRESIDIO PARKWAY PUBLIC-PRIVATE PARTNERSHIP PROJECT

SUMMARY::

The replacement of Doyle Drive with the Presidio Parkway is a joint effort involving the
California Department of Transportation (Department) and several local and regional agencies that
are funding partners, including the San Francisco County Transportation Authority (Authority),
which is a “co-sponsor” with the Department.

The replacement project will reconstruct 1.6 miles of existing Route 101 with a new six-lane
facility south of the Golden Gate Bridge in San Francisco. Construction of the Presidio Parkway
will be accomplished under two major phases. Phase I is being delivered through the traditional
design-bid-build method under four separate contracts, while Phase 11 will be delivered through a
public-private partnership (P3).

Phase I (contracts 1 through 4) is underway, and substantial completion with traffic switched over
to temporary facility is expected to be completed by fall 2011. It consists of a replacement bridge
on Highway 1 north of the MacArthur Tunnel and the new southbound Presidio Viaduct. It also
includes the first of four short tunnels, the southbound Battery Tunnel, and a temporary bypass. At
substantial completion of Phase I construction, Presidio Parkway will be closed over a weekend to
shift traffic onto the newly completed southbound structures and temporary bypass. After this
traffic shift, a major project milestone will be achieved with traffic traveling on a roadway that
meets today's safety and seismic standards.

It was intended that the Phase Il P3 developer, Golden Link Concessionaire (GLC), would take
over the construction site shortly after Phase 1 substantial completion in late 2011 and continue
through early 2015 to complete the remaining elements of the Presidio Parkway, including the
northbound Presidio Viaduct and Battery Tunnel, the Main Post Tunnels and the new Girard Road
Interchange with a direct connection to the Presidio. This phase will also include final landscaping.

Until the litigation filed last November by the Professional Engineers in California Government

(PECG) is concluded, GLC will not be able to reach financial close. Therefore, the Sponsors and
GLC have been negotiating pricing and schedule issues related to delay caused by the litigation.
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BACKGROUND:

Presidio Parkway (Doyle Drive), or Route 101, serves as the south access to the Golden Gate
Bridge. Winding 1.5 miles along the northern edge of San Francisco, the roadway is the primary
highway and transit linkage through San Francisco between counties to the south (San Mateo and
Santa Clara) and the north (Marin and Sonoma). The project area extends from the Golden Gate
Bridge Toll Plaza on the west to Broderick Street on the east, and includes Richardson Avenue,
Gorgas Avenue and Marina Boulevard.

Doyle Drive is located within the Presidio of San Francisco and provides access to historic and
cultural landmarks, including the Golden Gate National Recreation Area, the Presidio, the Golden
Gate Bridge, and the Palace of Fine Arts. Each weekday, nearly 120,000 vehicles travel between
Marin and San Francisco over the Golden Gate Bridge via Doyle Drive. Originally built in 1936,
the roadway is now beyond its useful life and severely inadequate for current traffic volumes. It
also does not meet current seismic requirements.

The Presidio Parkway design will transform Doyle Drive into a regional gateway between the
Golden Gate Bridge and the city of San Francisco by integrating the roadway into the national park
setting and creating additional recreation space. The structure will also meet today’s seismic
standards and the design will improve traffic safety by including separated roadways, standard
shoulders and wider lanes.

Litigation Update

On November 2, 2010, the Professional Engineers in California Government (PECG) filed a
lawsuit in an effort to prohibit the Department from pursuing the Presidio Parkway project as a
public-private partnership, asserting that the project did not comply with current California law.
On December 22, 2010, the trial court Judge issued a temporary restraining order, which was lifted
on January 3, 2011 after a preliminary hearing. A further hearing was conducted on January 28,
2011, and on February 18, 2011, the trial court Judge issued a final decision denying PECG’s
lawsuit on all counts and affirming Department’s ability to pursue the project as a public-private
partnership. PECG subsequently filed an appeal and the matter is currently pending in the First
District Court of Appeals. Oral arguments have now been scheduled for August 3, 2011.

Project Schedule

Since January 3, 2011, when the P3 Agreement was executed (Commercial Close), Sponsors and
GLC have worked diligently to deliver the project on schedule. On April 1, 2011, the Department
issued Notice to Proceed (NTP) 1, which authorized the start of design activities thus allowing the
developer to begin site investigations, engineering design, and other technical work. This work is
continuing in earnest and remains on schedule. GLC has made a number of design submittals and
bridge type selection is well under way.

While design work has steadily progressed, the financing competition process, which began in
February 2011, has slowed down and it is now delayed because GLC is unable to finalize
agreements with lenders until the litigation is resolved. Depending on the duration of the appeal
process, Sponsors estimate Financial Close, which had been scheduled for June 30, 2011, will
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occur between January 2012 and the end of March 2012. The inability to reach Financial Close to

provide the financing required for design and construction under a P3 structure prevents GLC from
fulfilling requirements under the P3 Agreement, and now threatens to stop the appreciable progress
being made on design activities.

The following table indicates the likely schedule impact of the litigation delay on the project.

Milestones Original Project Proposed Project Schedule
Schedule (due to litigation)

Initial Project Management Plan March 31, 2011 Done
NTP 1 April 1, 2011 Done
Start of Finance Competition
(Initial Project Debt Competition) January 4, 2011 Done
Financial Close June 30, 2011 March 2012
NTP 2 September 5, 2011 Post Financial Close*
NTP 3° October 31, 2011 At Financial Close®
Substantial Completion December 1, 2014 July 2015

! The delay makes NTP 2 less critical and will now occur as specified after Financial Close.
2 Actual construction activities would have started in February 2012 but could now be delayed until June 2012.
3 |f conditions precedent are met, NTP 3 could be issued at or shortly after Financial Close.

Status of Agreement

Article 19.5.3 of the P3 Agreement provides for the Department and GLC to engage in good faith
negotiations to reach agreement on how to keep the project moving given the pending litigation.
As a result, the parties are negotiating an amendment to the P3 Agreement that would allow the
developer to continue with pre-construction activities including design, site investigations,
engineering work and other activities to mitigate the delay impacts. In the absence of private
financing, this requires pre-Financial Close payments from the Department to cover a portion of
the cash flows required to keep up activities. The Department has required that any payment
before Financial Close would only be considered if the Department receives deliverables that
could be used to advance the project under a P3 or a traditional design-bid-build procurement in
the event of a termination. The exact amount of these pre-Financial Close payments is still under
negotiations but would be advanced against the milestone payment that the Department would
otherwise be required to make at substantial completion. Specifically, an amendment to the
federal Transportation Investment Generating Economic Recovery, or TIGER, grant is being
processed as a potential source of funding for the pre-Financial Close payments.

The P3 Agreement will be amended for a number of reasons. The amendment would address any
revisions to the schedule, price adjustments as agreed to by the parties, extension of the Financial
Close deadline to account for the litigation delay, and adjustment to termination provisions. In
addition, the Disadvantaged Business Enterprise provisions would also need to be amended to
address recent federal requirements. These amendments do not change the risk profile of the P3
Agreement and are intended to accommodate necessary changes resulting from the litigation delay.
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