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The Highway 104 Western Alignment Corporation:
A key player in an innovative partnership.

The Highway 104 Western Alignment
Corperation is an entity unigue to infra-
structure financing in Canada. Neither a
Crown corparation, nor an agent of the
Crown, the 104 Corporation’s sole purpose
is managing the financing, design,
construction, eperation and maintenance af
the 104 Trans Canada Highway in north-
western Mova Scotia. Formerly called the
Weslern Alignment, now Cobequid Pass,
this highway is one of Canada’s first to be
built through public-private partnering and
will be a toll road.

The 104 Corporation has the mandate o
barrow money to finance the highway and
to enforce toll collection, Its enly source of
revenue will be the wolls of the highway,
used 1o repay investors and fund anoual and
long term maintenance. With the funding
for Cobequid Pass lowing through the 104
Corporation alone, the highway's debt does
not belong o the province of Nova Scotia,
nor does the province guarantee the debi.
However, becanse public monies are
invalved in the highway financing, and
because the 104 Corporation is whally
owned by the Crown, its operations are
scrutinized annually by the Auditor
General.

The linancing for this project (outlined
on the inside frant cover), has been

recognized internationally for its innovation,

In awarding the project North American
Deal of the Year honors, editors at the
British magazine Privatization International
frastructure Yearbook wrote, “the first-
Canadian public-private parinership to
meaninglully balance risks and rewards
between government, the contractor!
operator and the lenders.”

The Safety Concern

Salety is the reason Cobequid Pass is a
provincial prierity when money is scarce for
large capital undertakings. Iis location

defines both its significance and its hazard:
As the gateway to Nova Scotia, it serves
tourists and local travellers, as well as
transporting goods and services west Lo
major North American markets, and east
to international shipping lines.

The existing two-lane highway has the
highest percentage of trucks travelling on it
in the province: on any given day, one in
four vehicles on this road is a truck. The
mix of vehicles — high-speed transpart
trucks heading 10 market and low-speed
local trallic warning on and off the road —
is an ongoing danger. More than 50 latalities
in the past decade make an intolerable
statistic, and one the new highway is
designed to change.

The Partnership Solution

In 1993 the province had one of the
highest per capita public debts and deficits
in Canada, and the federal government was
reining in its spending. Both circomstances
eliminated traditional options for the badly
needed highway: capital barrowing and
federal cost-sharing.

A public-private parinership allowed the
government o make a financial contri-
bution it could alford. A further benefit of a
partnership was timing. With private
investors, the funding was in place at start-
up. allowing the highway 1o be built in 20
months with economies of scale efficiencies.
Because safety was the major concern, an
accelerated construction schedule became
important.

But hefore moving toward a business
arrangement for the new highway,
the gﬂt'emmfm laid out two eritical and

fundamental objectives:

1) the title of the highway must be held by
the province; and

2) financing would be repaid only through
toll revenue and withowt guarantees of
the debt by the province.

These criteria resulted in the creation of
the Highway 104 Western Alignment
Corparation by an Act of the Provincial
Legislature in 1993, The 104 Carporation,
operating independent of government,
permils non-recourse linancing, meaning
private investors have no claim on
government assels or money should toll
revenue [ail to provide a return on invest-
ment. The risk for low traffic volume and
resulting revenue flow falls to the private
investors. The private partner has also
assumed risk for cost overnims on construc-
tiom hecanse of such factors as design flaws
or interruptions due to weather.

These were all the result af inense
negotiations that determined in detail how
the costs, risks, and rewards of a project are
shared — the essential nature of a public-
private partnership. The public-private
parinership now constructing the new
highway was borne out of extensive and
often tough negoetiations between the
provincial government and the selecied
contractor, Atlantic Highways Corpaoration,

With the pressing need for a safer
highway, and at the same time, pressing
provincial budget concerns, the answer was
public-private parinering. The Highway 104
Western Alignment Corporation is integral
1o the success of this project, and a key
plaver in this innovative public-private
partnership.

h?{ﬂ?"lﬂ‘l_lﬁ the first Ganadian toll-road to be part-financed in the

: ' arkets and is the first to be financed without any guarantees

[qmﬁn".’ﬂr"ment." Priject & Trade Finance Magazine , November 1996,
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An abutment unde

construction an one of the

highways overpasses.

Mid-page, opposite,
subcontracts in engincering,
design and construction worth
a total of 396 million were
awarded as of March 31, 1997,
teost o regional firms.

Administration and Accountability

Administration

The administration of the Highway 104
Western Alignment Corporation is conducted on
several fronts.

The construction is monitored and reviewed
daily by the 104 Corporations Project Manager
on site. An Administrative Manager oversees
business aflairs and linancial transactions, and
other professional services are contracied. The
province, as owner, provides advice, experience
and support through the Department of Trans-
portation and Public Works,

One of the 104 Corporation’s primary respon-
sibilities is the overall administration of the
agreement between the Corporation, the partners,
the trustee - Montreal Trost, and the bondholders
representative - Newcourt Credit Group. This
includes ensuring payment directives are issued,
and that parties to the agreements are paid ina
timely fashion alter due diligence.

Accountability

The financial activities of the Corpaoration are
carefully scrutinized. Invoices for construction
are paid only after the Adminisirative Manager
receives confirmation from the Independent
Engineer on site that the work is completed
according 1o the contracted specifications for
design and quality. The Independent Engineer is
required o certily payments,

Because Newcourt Credit Group must ensure
its bondholders investments are handled
responsibly, they also review each iransaction
befare payment. Montreal Trust again examines
payments before releasing funds according o the
strict procedures required of all trust companies
and as detailed in the Construction Trustee
Agreement.

The Deputy Minister of the Department of
Transportation and Public Works receives dietailed
reports of the project’s progress from the
Carparation’s Administrative Manager, and he
informs the Minister of Transportation and Public
Waorks as the owner. The Minister is well

equipped to respond to questions from the public,
Cabinet, the Priorities and Planning Comminee,
Members of the Legislature and the media. The
Public Alfairs Division of the Depariment of
Transportation and Public Warks, and the
Communications Co-ordinator contracted by the
104 Corporation are also available o answer
questions.

The 104 Corporation’s activities are reviewed
annually by the province'’s Auditer General,

There have heen two requests for contract

derails under the Freedom of Infermation and
Pratection of Privacy Act in the past year. The
Highway 104 Western Alignment Corporation did
not ohject to the release of either document. The
Construction Specifications were released on
April 23, 1997 and the Omnibus Agreement was
released June 11, 1997,
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The Highway 104 Western Alignment
Corperation is represented on three conmittees
reviewing the highway's progress: the Project
Advisory Cammittee, the Department of Trans-
portation and Public Works Steering Comminee,
and the Communications Advisory Team,

Project Advisory Committee

The PAC maintains good working relations
among all parties, and ensures the project is
executed according to the specifications of the
contract. The contractor, sub-contractars, the
Department of Transportation and Public Works
and representatives from the Corporation meet
monthly 1o review all aspects of the project and
discuss solutions to problems. A sub-committee is

responsible for dispute resolution,

Since construction started on April 1, 1996, the
Corporation has agreed to two minor changes in
construction specifications. Additional funds of
under $1 00K were released for an archealogical
dig that subsequently uncovered nothing of
signilicance, and Right of Way modilications were
allowed to accommodate a minor change in the
design of bridge approaches.

Steering Committee

The Departmental Steering Committee ensures
the interests of the province are represented in the
partnership. Many people who sit on this
committee were part of the government's original
negotiation team.

Communications Advisory Team
Communications and media issues are
discussed monthly by this commitiee, made up of
representatives from all partners. (The province is
represented on a fourth committee monitaring
the praject, the Community Liaison Connnittee.)
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A cubvert, complete with

shylight, was constructed under
the highway for wildlife passage
at a ntural crossing.

The contractor,
sub-contractors,
the Department of
Transportation and
Public Works and

representatives from

the Corporation meet

- monthly to review all

aspects of the project

" and discuss solutions

to problems.



Top phote: This praject is one of
the first in Nova Scotia to use
steel arches in bridge
construction, Equally as strong as
canventional bridges, the steel
arch provides significant cost
savings,

Boitom phote: The toll plaza
under construction.

Mid-page, opposite, workers
erect concrete barvier walls on g
Bridge deck. The highway has
sia mjor bridges.

Construction

The Highway 104 Western Alignment
Corporation contracted with the successiul
bidder, Atlantic Highways Corporation (AHC)
for the highway design and construction. AHC is
a subsidiary of Canadian Highways International
Corporation (CHIC).

The major subcontractors employed by
AHC are:

+  Mova Construction and Twlewater

Construction for highway construction;

»  The BFC Civil Company of Canada for
slructures,
+ and SIRIT Corporation for tolling.

The operation of the tolling facility has been
contracted with Atlantic Highways Management
Corporation, a subsidiary of AHC, and annual
maintenance will be provided through a contract
with the Department of Transportation and Public
Works.

[ a national industry publication, the
Highway 104 praject was called the fastest ever 1o
be designed and constructed in this country,
Given the highway's profile, that comment is
significani:

« Five full interchanges with grade separations

+  Six major bridges

+ 226 metre wide median with 16 kilometres of
guardrails

* Five large tunnels under the road for access o
land parcels. snowmobile trails and wildlife
passages

» Seven stream crossings with large concrete hox
culverts

»  The construction of 18 kilometres of access
raad

« A toll plaza with an autemated transponder
toll system for frequent users

« 4.7 million cubic metres of fill were moved
within the site

« An additional 0.52 million cubic metres of
earth were borrowed for the project

o 0.90 million cubic mewres of rock were blasted
v 347,000 tonnes of asphalt will be Taid,

As of March 31, 1997, 75 per cent of the
project was completed.
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Construction on Cobequid Pass is pumping
millions of dollars into Nova Scotia’s ecanomy,
most significantly for local communities in
Colehester and Cumbertand Counties,

During peak construction, more than 400
peaple are employed on the project in manufac-

turing, construction and technical sectors. Most
are [rom Caolchester and Cumberland Counties
while most athers from outside the two counties
are also Nova Scotian.

The number of locally owned and operated near Cumberland Brook is just
trucks in the coming construction season one of the environmental measures
emploved on the site from Colchester and talen on this project.
Cumberland Counties is expected 10 reach 63, Environmental concerms were al
Subcontracts in engineering, design and the forefront of discussions from
constraction worth a total of 396 million have the prajects inception.
been awarded as of March 31, 1997 the majority
gaing to regional firms, 546 million has been Bonam photo: Truck weiting down
committed o third party suppliers. Ninety-five the voad surface during road
per cent of these suppliers are Maritime owned constuclion.
and operated.

A list of suppliers and sub-contractors is Top lefi phote: Loaders take fill
available from the 104 Corporation. [rom a stock pile. 0.52 million

cubic metres of earth were
borvowed from places such as the
Westchester Mountain to lay the
highways roadbed. 4.7 million
metres of fill were moved.
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* Halifax, Canada

Auditor’s Report

To the Shareholder of Highway 104
Western Alignment Corporation

We have andited the balance sheet of Highway 104 Western Alignment Corporation as of March 31,
1997, and statement of changes in financial position for the year then ended. These financial statements
are the responsibility of the Corporation’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require thai we plan and perform an audit to obiain reasonable assurance whether the financial
statenents are free of material misstatement. An andit includes examining, on a test basis, evidence
supparting the amounts and disclosures in the linancial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall linancial siaement presentation.

In our opiniah, these financial statements present fairly, in all material respects, the financial position af
the Corporation as at March 31, 1997, and the changes in its financial position for the year then ended
in accordance with generally accepted accounting principles.

Doane Raymond p
Chartered Accountants

April 29, 1997 et
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See accompanying notes (o the financial statements,
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Assels Highway 104 Western
Cash and short term investments, in trust (Mote 3) S5 8102788 Alignment Corporation
Interest receivable 196,952 Balance Sheet
Loan receivable (MNote 4) 3,507 612 March 31, 1997
Facility under construction {Note 2) 84,761,733
Deferred costs (Mote 3) _ OQDOTR

597470073

Liahilities
Payables and accruals 5 1096616
Long term debt (Mote 6) 67,373,450
Deferred contributions {Note 2} 29 DCDL000

Q7 470,072

Shareholders’ Equity

Capital stock, one no par value share issued and
outstanding in favour of the Province of Nova Scotia 1

597470073
Commitments and contraciual obligations (Note 8]
Cash derived from (applied to) Highway 104 Western
Alignment Corporation

Operating Statement of Changes in
Change in non-cash operating working Financial Position
capital (Note 7) $_(2,607.958) Year Ended March 31, l 997

Financing
Issue of common share 1 i
Issue of long term debi 67,373,456 _;
Provincial contributions — 29,000,000

- 06373451

Investing 119 %

\ Facility under construction (B4,761,733)
Deferred costs - financing fees (760,368)
Deferred costs - start up 140.61

3,602.711
Met increase in cash and investments, in trust, end of year 3 B102788



Highway 104 Western Alignment Corporation
Notes to the Financial Statements

March 31, 1937

1. Hature of operations

The Corperation hes been establishad for the purpose of Fnand
ing, design, construction, operation and maintenance of the Fa-
ciliny consisting mainly of a 43 km stretch of highway (referred
te & the Highaay 104 Western Alignment) berween Masstown
and Thomson Statson in the Cownties of Colchester and Cum-
berland. Mova Scotla

2. Summary of sigailicant accounting policies
Pre-operating period

The pre-cperating period is the twenty month constnection pen-
od commencing April |, 1996 10 the dare of acceprance estimat-

o 10 be November 1997,

Facility under construction

Faciliny under construction includes certified progress payments
[t the Facility to the contractor, indepersbent engineer lees, pro-
feseicmal fees and interest costs incurred during the pre-operat-
ing period. To March 31, 1997, $4,681 495 in intcrest costs have
been capitalized 10 Faciliny under construction,

Delereed coses - start up

Adminissrative expenses incurred during the pre-cperating peri-
od huve been deferred s startup costs and will be zmortized o

aperations, on a pro-rala basis, over a e year period commene-
ing in the first yeas of operiions,

Deferred costs - financing fee

Finsncing, commitment and bordholder representative fees re-
lared to the estsblishment and placement of the senior and ju-
nior 1ol] revenue bonds have been delerod and will be amor-
tized Lo operations over the term of the retated bond debt,

Delerred contribution

Government assistance provided by the Pronvinee of Nova Scotia
has been recorded 2= a deferred contriburion and will be amor-
tized to operations over thiny years commencing in the first
year of operatiord.” ]

3. Cash and shor term investments, in trust

5. Deferred cosls

Suanup SL40L6L0
Finzrcing, lees _Thd B
FRICR

6. Long lerm debl
Sentor 10l] revenue bords bearing interest a1 10.13%,
paruring March 31, 2026, repayable in partial interest
paynents from June 30, 1595 unil March 31, 2006
and then 81 equel Bendead quanarly pavments of inter-
estand principal of 344,141 [nterest from the date of
issqee b been capitalized as part of the principal and
witl continue to be capitalized umil June 30, 1995, As
security, the Corporation has provided 2n assignment
of all the present and future praperty and assers, in-
cluding rights te operare the Facility, a security interest
in the Dbt Service Reserve Account and the Major
saintenance Reserve Fund

Junior toll revinue bonds bearing inerest a0
10.76%, maturing March 31, 2011, eepayable in inier-
est paymants only from June 30, 1598 until March 31,
2001 ard then 40 equal blended quanerly payments of
principul and interest of 330348 [nterest from the
ditg of issue has been capitalized as pan of (he prince-
prl and will continue 1o be capitalized unil June 30,
1895, As securily, the Corporation has assigned 3 sec-
ond charge security interest i @l security pledged 1o
senior toll revenue beadholders. IR

AT

§56,164,337

1. Change in non-cash operaling working capital

Interest receivable 5 41989620
 Loan receivable [ B B
- Pivibict il doruils S L L6616
o o N § (26072380

15 ! ! /B
8. Commilments and contraclual obligations

iy | Cemstruction Senior Debt ELES i

i Commitments
: _.l:?mﬂ .1_'|.n‘uunt Reserve "'(mu_r,“ Total g];h lebﬂ hdstnte:t& I.l:ltnq Dmhlﬂd .lgmmm
f:““t"lu % 1 S 4488 5 18016\ Gikitaniic Highwiys Cnrpm'm in the #rount of

veslEEEh RS . B -$112,921,455 1o construct the iay 104 Alignment. Asof
a1 st 3810 R0 BOSAID e mammn% Peogress Fayments have been
: 0200 53 !Qi 4 p.llﬁﬁ'am I]ﬂ fon Trusi Account

R 1#; TH S Thed; rmht pravides for a §4,450,000 contingency

E-Hm&{mﬁa mﬂdcdﬂw have aweighted average — fund which will be made available by the Prosince 10 the Corpo-

berm ulzm manihs m;wmﬂ}randawlg'lﬂtdw-mgt mﬁtfc.&
rate ol 4.1 TEaN

in accordance with the Com;q:tﬁon Tt j-g.rgﬂl‘hh;t. for ﬂ'l:
benefit of the Corporation aned ate ehgible for withdrawal

on approved payment darwﬂvcsmﬂumﬁtdgmgrﬁqumm

reuiests. Al ﬂw&wﬂmpmﬁt ﬁyupiualfhndspﬂ]h-::: £

lnmftrrcﬁwtpmjﬁl Fcount

{iil} The senior debt rescrve ﬁmdhubt-:n csubﬂslud 1o prn-
vide a reserve of funds 1o be avallible for payments &5 they come
duc[nrlh«:sm‘im wll rmnurbund;

4 l.mrluhﬂll ;
Mobilization laen advanced numlmﬁ: Highway Eorw;ﬂm
non-fnlerest bearinig and repuyable ata mm{lﬂ of certified

F'msr&sw:m& 2

EaE

I‘iﬂ!ﬁﬁhﬁwﬂd\m@ru&gn cestified under specified events

s oulined in the Omnibus Agreement. At March 31, 1997, o
(i) The msmuumm :mmuqdﬂbs ,Funds,W in ﬁl,js:. i

e iio fnd, s

based (i) Contractaal

wmw«r&mwrmmmﬁmmm

ions -
"‘ﬁjﬂtﬁhwlhdﬂkuingagmmtsmﬁ

% .-_2'

li}mul]m.i AE.-« Eas
mmr Imbgqm the C-.:-lpm'lhn.ﬂ#

Contractor, the Operator and the Provinge of Nova Scatid lode-

sign, finance, construct, operate and malniain the Highway 104,
Western Alignment, This agreement acknowledges that the Cor-
p-:lrlt[unbnthlﬂ\rﬂ inito 2 Design Build hgmummdcnbp
erating Agreeinent to fulfiil its abligations 1o the Provinge.
Undér this sgreement, the Provinge of MNova Scotla retzins

- gwnership of the Facility, however, the Corporation is granted
the right ta operate and collees tolks for a thirty year period, at
-~ which time this righy will revert back to the Province.

Wt Wtﬂﬂ!ﬂﬂﬂmﬂ“ﬂ%ﬁi‘ﬂ’m‘f
: il bl
- Thie fair values nfmﬂkswmwkaﬁprm

 ling Amiumts because of thelr short term to maturity. The fils

The Province will contribate $53.000.000 payable 5 fel-
Tows: the firs 529,000 000 available Apnl 1, 1996 was released
for pavment of progress paymnents, and, the secord 326 000000
will be availsble after April B5, 1998 and will be paid 1o the Cor-
poraticn only for purposes of repaying the Credin Facilin de-
tailed in Mote @ or far paying costs of construction

[sign Bulld Contract

The Corparation has entered into a fixed price conract with Ar-
Lenitic Highways Corporation {1he Comeactor] 1o complete the
design and constrction of the Facility by November 30, 1997,
the projected complerion dete. Pursuant 10 this Agreement, the
Contractior g8 entiled to moathly progress payments providiad
the work has been cerified by the Independent Englneer

(hperating Agreement
Agreement dated May 22, 1996 between the Corporation and

Alentic Highways Managemen Corporarion (the Operator)
wherehy the Operarer ks required o operate the Facilig which
inecTades the wol] collection system, tell plaza and (he administra-
tion building,

Crperator compensation is hased on the annuzl aperating
budget plus a varishle fee, subject 1 adjustment under certain
conditions, equal to L% of the wrel annual badge

Major Mainienance Reserve Fund Agreement

Agreement herwesn the Corporation. the Trustee and the Bard-
holders’ Repeesentative to provide for the mafor mainterance
work required during the operating period of the Faciling The
Agreement requires the Corporation, on an annual hasis, 10 en-
gage an indeperdent engineer o report on all major mainte
nange work 1o be completod in the upcoming vear, as well asa
g malnenance budgel 1o determine the required anwal
amount ta be deposited in the Major Mainsnance Trust Ac-
count

Annual Beadway Maintenance Agreement
Five year agreement berween the Corporation ard the Depan-
ment of Transpariation and Public Works of the Province of

| Mewa Scotia 10 provide annoal readway malnienance senvices for

an annual fee of 650,000 gommencing April 1, 1998 and subse-
quently adjusted thergalter for inflation.

9. Credit facility

The Corporation has established a $26,000,000 line of credit
a-.ﬂ-:ﬂu?rm1m n:nE Mova Sqotia 1o be eepald on or before April
15,1598, secured by an asstgnment of the Provincial cenriba.
 tion peceivable on hat dase. The line of credit will be interest

 btaring and & of March 31, 1997, mﬁnﬂsnﬂeﬂumdnn
\ :huttnob!mﬂh " &

10 rﬂmim ol 1hamial |-m nets

T

Finantial assets 3 oy |
'Ihrﬁ!\i.‘-'ﬂﬂtmli-mh short temm mmr.mqu-hd u}ﬁwbks
approsimate their ud'rpn;mhu- h-ta‘l.bt ﬂ t]'ﬂir %rt term
o matrity. .

male Lhur carry-

walue of long tﬂmdtbthﬁbulﬂpnﬁgﬁlph $40,003722
 bused on discounied Future cash Mlows at & rate currenily offercd
- for bonds of similar credit quatiny and period 1o maturity The
carrying value of bang term débt hus not been adjusted a5 the

- Corporation intends 1o ziile the debt on maturite
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The Partners

*  McCormick Rankin is the independent AR
engineer. Before the Highway 104 Western HIGHWAYS
Alignment Corporation can authorize LORFDRATION
payment, the independent engineer ensures
work has been done according o the

specifications in the contract.

P
OV
CONSThyc o 0. LI
* The Department of Transportation and Vo

Public Works owns the highway. The

operation of the highway is wrned over o the
province when the bondholders are repaid in
30 years. (The contracts stipulate that the
highway must be in excellent condition.)
Until that time the Highway 104 Western
Alignment Corporation is managing the
highway and sub-contracting the 1oll

operations to AHMC. B F c 'C -
ivil
*  The federal contribution 1o this project is
Tunded by the Strategic Highway Improvement ;?éunrw
HWAYS
Program (SHIP) through Transport Canada. INTERNATIONAL
CORPORATION

ij__l Ne-.-:r::ﬁﬂt

Transportation and Public Works

Transporl  Transports
l*l Canada Canada
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