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WHY P37

« ACCESS TO PRIVATE CAPITAL IS OFTEN GIVEN AS
A REASON WHY THE PUBLIC SECTOR SHOULD
UNDERTAKE PUBLIC/PRIVATE PARTNERSHIPS, OR
P3

* PRIVATE CAPITAL IS RESPONSIBLE FOR THE PRIVATE
SHARE OF P3 COSTS

« CAN BE A SOURCE FOR THE PUBLIC SHARE OF P3 COSTS
» WHEN PUBLIC BORROWINGS LEVERAGE PUBLIC REVENUES
« WHY P37 THE REAL QUESTION IS...WHO GETS
WHAT, WHERE?
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WHO?

- THERE ARE THREE TYPES OF P3s

* LITTLE P3

« EXAMPLE- GEORGIA “BONDS FOR TITLE” TRANSACTION
WHERE DEVELOPMENT AUTHORITY HOLDS TITLE TO THE
PROJECT AND THE PUBLIC SECTOR PROVIDES CASH, IN-
KIND, OR PROPERTY TAX INCENTIVES.

* BIG P3

« EXAMPLE- PUBLIC TRANSPORTATION PROJECTS WITH
INTERNATIONAL TEAMS, FEDERAL SUBSIDIES, ETC.

* “GOLDILOCKS” P3

* IT'S JUST RIGHT!

« EXAMPLE- MIDDLE MARKET PROJECTS, CLOSER TO HOME,
WITH BROADER OPPORTUNITIES FOR PARTICIPANTS
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WHAT?

« ALITTLE P3 PROJECT IS BASICALLY PRIVATE, SO
THE FINANCING COMES MAINLY FROM
TRADITIONAL PRIVATE SOURCES

« SOMETIMES, CONDUIT TAX-EXEMPT FINANCING IS
AVAILABLE

« WHEN CONSIDERED ON AN ALL-IN BASIS, THE
PRIVATE SECTOR'S SHARE OF THE COSTS WITH
BIG P3 CAN BE SUBSTANTIAL...
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WHEN “WHAT” WAS 55%

B

D T

$672 MILLION

OVERALL INVESTMENT
ATLANTA BRAVES: $372 MILLION
TOTAL

LOCAL CONTRIBUTION: $300 MILLION

[PERCENTAGES BASED ON NET PRESENT VALUE]

LOCAL ATLANTA BRAVES

COBB TRANSPORTATION CONTRIBUTION: $14 MILLION ATLANTA BRAVES UPFRONT CONTRIBUTIONS:* $280 MILLION

CUMBERLAND CID CONTRIBUTION: $10 MILLION

LOCAL ANNUAL CONTRIBUTIONS:* ATLANTA BRAVES ANNUAL CONTRIBUTIONS:*

EXISTING HOTEL/MOTEL TAX $940,000 RENT $3 MILLION

REALLOCATION OF EXISTING REVENUES** $8.67 MILLION NAMING RIGHTS REVENUE $1.5 MILLION

RENTAL CAR TAX $400,000 PARKING REVENUE $1.5 MILLION

CUMBERLAND DISTRICT TAX $5.15 MILLION ADVERTISING REVENUE $100,000

CUMBERLAND DISTRICT CIRCULATOR FEE $2.74 MILLION

**NO INCREASE IN PROPERTY TAXES TO COBB HOMEOWNERS: $17.9 MILLION $6.1 MILLION
PER YEAR PER YEAR

*ANNUAL CONTRIBUTIONS COVER PRINCIPAL AND INTEREST OF BOND ISSUANCE

ECONOMIC IMPACT

« 5,227 construction jobs with $235,000,000 in construction earnings, $35,000,000 of which will be in earned in Cobb County.
« 3,141 ongoing ballpark jobs, resulting in $35,800,000 in earnings, with 1,617 of those jobs in Cobb County, resulting in earnings of

$6,232,500 in Cobb County.
«  Visitor spending, resulting in 873 jobs which provide $25,000,000 in earnings, of which $8,906,754 will be earned in the county.

These numbers do not include the anticipated tax revenues from the planned Braves-owned mixed-use development around the stadium.
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EXAMPLE OF “GOLDILOCKS” P3
FINANCING- Harper Court redevelopment,
Chicago

Capital Stack: Office, Retail, Parking Components

Land sale proceeds,

$4,000,000
100% Equity, $16,600,000
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___Land contribution, $6,045,000 ) nd, $750,000

Total Project Costs: $106.395 million
Public Share: 14%
Private Share: 86%
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P3 Funding Overview

WHERE? AN INVENTORY OF PRIVATE
CAPITAL SOU RC ES (with some public loans and grants)

Taken From: KeyBank- Identifying P3 Projects and Knowing the Atmosphere

Bank Finance

«  Senior debt finance by way of bank loans often constituting 75% to 90% of

required funding is generally done by a large number of banks under a
“club” approach

Mini perms and bridging facilities

Typically designed to be a 5-7 year, non-amortizing loan

Loan sizes have typically ranged between $50 and $150 million

Credit spreads are typically LIBOR + 200-300 bps but can step up to 400

bps

. Canadian, European, Asian are market lenders — U.S. banks have now
entered

Equity

«  Share capital and sub-debt usually contributed by sponsors, often
constituting around 10% - 30% of the initial projected project cost, but can
be higher based on the nature of the concession

»  Developers, private equity funds and pension funds

Mezzanine Finance

»  Finance ranking between the senior debt finance and equity

. Typically, short term, subordinated debt, structured with cash interest, PIK
interest and equity participation

. Can be from either commercial banks, private investors or federal/state

P3 Funding
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State Infrastructure Banks

Tax Exempt Revenue Bonds/Dedicated Sales Tax Bonds
Tax Exempt General Obligation Bonds
Grant Anticipation Revenue Vehicles (GARVEE bonds)

sources

Bond Finance
For qualified project, the private sector may issue tax-exempt Private
Activity Bonds. These bonds have many of the typical features of municipal
bonds

*  Taxable bonds may also be issued (structured with make-whole payments
for early redemption)

*  The bonds are normally fixed rate with a final maturity of 30 years or more
and fully amortize from project cash flows (no need to refinance)

* Leases (lease/leaseback and sale/leaseback with tax exempt bonds) are
used across multiple sectors including municipal facilities such as city halls,
courthouses, schools, and administrative buildings

*  US Investment Banks lead this market

Federal and State Loans and Grants
Fills capital gaps for secondary subordinated capital

*  Federal Transportation Infrastructure Finance Innovation Act (TIFIA Loans)
is to stimulate private capital investment in infrastructure

*  TIFIAis a subordinate lender, however, it come to parity with senior debt in
bankruptcy event

»  State Infrastructure Banks are a type of revolving infrastructure investment
fund for surface transportation projects will offer loans, credit assistance and
enhancement products to public and private sponsors

Advance Construction

Conventional Financing

Public-Private
Partnership Financing



EB-5 IS A NEW SOURCE

 ONE OF THE SOURCES ON THE PRECEDING SLIDE
WAS "MEZZANINE FINANCE”

« THE EB-5 IMMIGRANT INVESTOR CAPITAL
PROGRAM IS A SOURCE OF WHAT OFTEN
FUNCTIONS AS MEZZANINE FINANCE

« THE EB-5 PROGRAM IS NOT NEW, BUT APPLYING IT
TO PUBLIC PROJECTS IS

« REASON: TEMPORARY (LAST AT LEAST 2 YEARS)
CONSTRUCTION JOBS NOW COUNT

« WHY DOES THAT MATTER......
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EB-5: BASIC RULE

FOR A $500,000 INVESTMENT IN A
TARGETED EMPLOYMENT AREA THAT
CREATES AT LEAST 10 DIRECT,
INDIRECT OR INDUCED JOBS, A
FOREIGN INVESTOR WILL GET A
"GREEN CARD"

« Something called a
"Regional Center" raises the
capital and is the conduit .

» Capital is raised on a per
project basis via a Private
Placement Memorandum.

« Per investor requirement is
$1 million, unless project is
located in a Targeted
Employment Area.
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USING EB-5

« EB-5 FINANCING USUALLY WORKS BEST TO FUND
THE PRIVATE SHARE OF THE P3 COSTS

« ISSUES IN LOANING EB-5 FUNDS TO PUBLIC SECTOR
BORROWERS

« EXCEPT FOR SHORT TERM BORROWINGS, PUBLIC DEBT
REQUIRES A REFERENDUM

« INTEREST RATES ON EB-5 LOANS ARE TYPICALLY IN THE
5%-7% RANGE, HIGHER THAN MOST GOVERNMENTS EXPECT

« BUT NOT ALWAYS. $200 MILLION IN EB-5 FUNDING WAS RAISED FOR THE $420
MILLION PENNSYLVANIA TURNPIKE PROJECT AT AN APPROXIMATE ANNUAL
INTEREST RATE OF 2% (WITH ADDITIONAL ANNUAL FEES FOR FUND
MANAGEMENT AND OVERSIGHT). THE HEAVILY INDEBTED PENNSYLVANIA
TURNPIKE COMMISSION EXPECTS TO SAVE ABOUT $35 MILLION OVER
TRADITIONAL BORROWING COSTS OVER 5 YEARS. Source: Gate Industries,
sponsor of a number of EB-5 Regional Centers.
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SPECIAL CASES

- WHERE EB-5 MIGHT MAKE SENSE FOR THE
PUBLIC SHARE OF P3 COSTS

« SOME DEVELOPMENT DISTRICT FINANCINGS; e.g., TADs

 RATES FOR TAXALLOCATION BONDS ARE TYPICALLY HIGHER,
SO EB-5 MORE COMPETITIVE

« NO REFERENDUM

 FOR FINANCINGS WHERE JUNIOR BONDS WOULD BE
USED.

* AGAIN, HIGHER RATES

« WHERE CONTRACT REVENUE BONDS ISSUED BY ALOCAL
AUTHORITY ARE USED

« NO REFERENDUM
» Exception: Development Authority of DeKalb County

* IN SOME OTHER SPECIAL CASES...
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CASE STUDIES

HERE ARE SOME ADDITIONAL CASE STUDIES OF EB-5
FINANCING IN THE P3 SPACE Source: Gate Industries, sponsor of a number of EB-5

Regional Centers.

« STATE ROUTE 520 — FLOATING BRIDGE AND LANDINGS
PROJECT

« The state of Washington utilized EB-5 financing to help fund
the replacement of the aging State Route 520 floating bridge
across Lake Washington. Sponsored by Access the USA:
Washington Regional Center, 95 Chinese EB-5 investors
invested $47.5 Million into a company set up to buy bonds.
The total cost of the project was $4.128 Billion. The Project is
currently being adjudicated by the USCIS. This project was
one of the first times the EB-5 program has been used to
fund a public infrastructure project using municipal bonds
anywhere in the U.S.
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CASE STUDIES

PHILADELPHIA CONVENTION CENTER

« Sponsored by CanAm Enterprises and the Philadelphia
Industrial Development Corporation (PIDC), EB-5
investors loaned $122 Million to the Philadelphia
Convention Center Authority to expand the pre-existing
structure. The project raise consisted of 244 investors,
who have all been returned their investments on-time
and in-full as the project fulfilled the job creation
requirement and each 1-526 and 1-829 has been
approved.

©2016 Seyfarth Shaw LLP
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CONCLUSION

* P3 1S NOT FREE, AND IT IS NOT RISK FREE.

« P3 IS AT ITS BEST, WHEN THE PUBLIC SECTOR
PARTNER IS PREPARED TO MAKE A DEAL BASED
ON “VALUE FOR MONEY”, NOT THE LOWEST BID!
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QUESTIONS?

If you have any questions or comments on this presentation,
please do not hesitate to let me know.

Daniel M. McRae, Partner
Seyfarth Shaw LLP
1075 Peachtree Street, N.E.
Suite 2500
Atlanta, GA 30309
404.888.1883
404.892.7056 fax
dmcrae@seyfarth.com
danmcrae.com
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FOR MORE INFORMATION

« THIS PRESENTATION AND MY WHITE PAPERS ON
ECONOMIC DEVELOPMENT AND OTHER TOPICS
CAN BE DOWNLOADED

at http://danmcrae.com/whitepapers

* DAILY (ALMOST DAILY) UPDATES ON
« FACEBOOK http://facebook.com/danmcrae68
* LINKEDIN http://linkedin.com/in/danmcrae2
« TWITTER @McRaeDan
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SCOPE

This presentation is a quick-reference guide for elected and appointed
officials and their staffs, company executives and managers, economic
developers, participants in the real estate and financial industries, and their
advisors. The information in this presentation is general in nature. Various
points which could be important in a particular case have been condensed
or omitted in the interest of readability. Specific professional advice should
be obtained before this information is applied to any particular case. Any tax
information or written tax advice contained herein is not intended to be and
cannot be used by any taxpayer for the purpose of avoiding tax penalties
that may be imposed on the taxpayer. (The foregoing legend has been
affixed pursuant to U.S. Treasury Regulations governing tax practice.)
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