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June 21, 2006

Mr. Ken Daley

Vice President, International Development
Transurban Limited

405 Lexington Avenue, 43" Floor

New York, NY 10017

Dear Mr. Daley:
RE: Credit Assessment for Transurban (895) US Holdings, LLC

You have requested that Fitch Ratings (Fitch) assess the credit worthiness of the
proposed financing of the purchase of the Pocahontas Parkway Association (PPA) by
Transurban (895) LLC (the operator). Transurban (895) US Holdings LLC (the
borrower), which will be a limited liability company organized under the laws of the state
of Delaware, through its 100% ownership of the operator will purchase the assets and
assume all obligations of the PPA pursuant to the Asset Purchase Agreement between the
PPA and the operator. Upon execution of the Amended and Restated Comprehensive
Agreement (ARCA) between the Virginia Department of Transportation (VDOT) and the
operator, the operator will have the right to operate, maintain, improve and collect tolls
on the Pocahontas Parkway (the Rte. 895 connector) through the term of the ARCA.
VDOT will retain ownership of all real property. At closing, Transurban (895) Delaware
General Partnership (DGP), a general partnership organized under the laws of the state of
Delaware, will directly own 100% of the equity interest in the borrower and the borrower
will own 100% of the equity interest in the operator, which will have the right to operate,
maintain, improve and collect tolls on the Rte. 895 connector free and clear of all liens,
other than permitted liens, under the financing documents.

The rights to operate, maintain, improve and toll the Rte. 895 connector are expected to
be acquired from the PPA by the borrower using a combination of $115.5 million in
equity, and $419.8 million in senior bank loans provided in pro-rata shares by DEPFA
Bank PLC, NY Branch, Banco Espirito Santo De Investimento, S.A., and Bayerische
Hypo- und VereinsBank AG, New York. The equity will be provided by the two partners
of the DGP, Transurban (USA) Holdings 1, Pty Limited and Transurban (USA) Holdings
2, Pty Limited, both domiciled in Australia and wholly owned by Transurban Holdings
Limited, also domiciled in Australia. In addition to the $115.5 million in equity,
Transurban Holdings Limited will also provide a $77 million Affilliate Subordinated
Loan, $55 million of which will be loaned back to Transurban Collateral Security Pty Ltd
pursuant to a Demand Note and will be available as liquidity for up to 10 years following
execution. Payment on the Demand Note will be added to the principal balance of the
Affiliate Subordinated Loan. This credit assessment assumes that the Tranche B loan will
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be taken out by a $150 million subordinate loan from the US Department of
Transportation under the Transportation Infrastructure Finance and Innovation Act
(TIFIA) program.

The senior bank loans will be secured by interest earnings and by toll revenues collected
on the Rte. 895 connector, net of operating expenses, taxes, and any permit fee required
to be paid to VDOT. The TIFIA loan will be secured by these same sources on a cash
flow subordinate basis but could spring to parity with the loans upon the occurrence of a
bankruptcy related event, which has traditionally been used by TIFIA to incorporate the
statutory springing lien. Fitch has assumed that the definition will be consistent with
other such TIFIA loan documents. In addition, the senior bank loans and the cash flow
subordinate TIFIA loan and required deposits to the Extraordinary Maintenance Reserve
Account are secured by the $55 million Demand Note and the $35 million Total Debt
Service Reserve Account (TDSRA). The specific terms of the floating to fixed rate swaps
expected to be in place have not yet been reviewed, and the terms of any replacement
swap have not yet been defined. Fitch assumes that standard terms will be negotiated.

The Rte. 895 connector is an 8.8 mile 4-lane divided bridge/highway that runs from its
connection to Interstate 95 (1-95) on the west bank of the James River, to its junction with
Interstate 295 (1-295) to the east. The bridge provides 141 feet of vertical clearance over
the navigable channel. The Rte. 895 connector parkway has two toll plazas -~ a mainline
plaza on the east side of the river, and another located at Laburnum road. The Laburnum
Road exit provides indirect access to the airport, Tolls are collected electronically
through an open road tolling system and on a cash basis. A new toll plaza will be added if
and when the Richmond Airport Connector (RAC) is opened. If the borrower is unable to
secure a TIFIA loan in the amount of $150 million, then it is under no obligation to
construct the RAC.

The Rte. 895 connector is located in the southeastern portion of the Richmond area and
the immediate corridor is relatively undeveloped. A mixed use development including a
31-acre town center, 69-acres of parks, and 3,209 residential units (Wilton Farms) is
slated to be built directly adjacent to the Rte. 895 connector near the bridge. The
connecting roads have been approved by VDOT and the cost is likely to be covered by
the developer. There will be an untolled alternative but it will not provide for a direct
river crossing,

This credit assessment does not constitute a credit rating by Fitch of the proposed
Tranche A loan, or the TIFIA loan and is not meant for publication or distribution.
Please note that our procedures for issuing a credit rating differ from procedures used by
us in issuing this credit assessment.
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Our analysis included an assessment of the draft Preliminary Information Memorandum,
a draft traffic and revenue forecast, technical report and insurance report provided for the
lenders by independent advisors, as well as a traffic and revenue report developed by
Transurban; drafts of the ARCA and the Asset Purchase Agreement; drafis of the Loan
Agreement, the Collateral Agency and Account Agreement, the Demand Note, the
Partially Subordinated Note, the Membership Interest Pledge Agreement, the Security
Agreement, the Security and Guarantee Agreement and the financial model. In addition,
Fitch reviewed the General Partnership Agreement for the DGP. Fitch has not reviewed
the articles of incorporation for the borrower, the operator, Transurban (895) Holdings
Ltd, or Transurban (895) Finance, Inc. Fitch assumes that the articles of incorporation,
the TIFIA loan documents, swap documents, all exhibits, annexes and attachments
related to the documents listed above will be provided in advance of the final rating.
In addition, Fitch is assuming that the final financial model, which will reflect
Virginia and US tax liability, will not materially change the projected coverage and
liquidity levels under the various pro-forma scenarios developed. For the purposes
of this analysis, Fitch’s credit assessment assumes that final documents will not
materially weaken lender security, and that the results of final financial model will
not materially differ from what was reviewed.

This letter is to advise you that, based on our analysis, Fitch’s assessment of the
creditworthiness of the contemplated Tranche A loan is ‘BBB-’. The ‘BBB-’ assumes
the addition of a covenant in the TIFIA Loan Agreement requiring the borrower to
begin best efforts to restructure or refinance the senior debt if toll revenue by the
end of 2008 is below the Lender’s Low Side estimate. Fitch’s assessment of the
prospective $150 million TIFIA loan is in the ‘BB’ category and will be refined upon .
receipt of further documentation.

Fitch defines securities in the ‘BBB’ category to be of good credit quality with currently
a low expectation of credit risk. The capacity for timely payment of financial-
commitments is considered adequate, but adverse changes in circumstances and in
economic conditions are more likely to impair this capacity. This is the lowest
investment grade category. Fitch defines securities in the ‘BB’ category to be speculative,
with a possibility of credit risk developing, particularly as the result of adverse economic
change over time. However, business or financial alternatives may be available to allow
financial commitments to be met. Securities rated in this category are not investment
grade.

Fitch has taken into consideration a series of factors along with critical assumptions that
are included in this credit assessment, which may or may not be true at the time of
closing on the loans. To the extent the assumptions outlined in this letter or terms of the
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financing are different, Fitch’s rating for the bonds could be different from this credit
assessment. The primary credit strengths and risks are as follows:

STRENGTHS:

+ Established and growing base of demand to cross the James River,

« Potential for corridor development to enhance traffic volumes.

¢ Limited high-spced alternatives to serve regional traffic across the James River.
e Clearly defined rights and obligations in the ARCA.

e Flexible debt structure that requires a phased-in cash sweep after payment of fixed
obligations (operations and maintenance, extraordinary maintenance and repair, taxes,
VDOT permit fees, and interest payments), and limits distributions if a Loan Life
Coverage Ratio (LLCR) of 1.2 times (x) and a Debt Service Coverage Ratio (DSCR)
excluding payments on the Demand Note of 1.1x are not met, TIFIA principal and
interest requirements are senior to cash sweep provisions and allow interest to
capitalize for 5 years, and then requires interest only through year 20. This flexibility
lowers near term fixed obligations.

e Near term default risk mitigated by high level of structured liquidity and strong
economic incentive to refinance debt. 99-year term of ARCA provides significant
refinancing flexibility to address slower growth or Project Enhancements, as long as
‘BBB-’ rating maintained.

s Provisions of the ARCA that allow for increases in the prescribed toll rates if a DSCR
of 1.2x is not achieved.

e Loan Agreement requires 75.5%/24.5% debt to equity prior to lending.

e The ARCA secks to mitigate political risk associated with rapid toll escalation and
potential profit of a private concern by providing a rate of return to the operator, but
requires toll revenue sharing of 40% above the Initial Targeted Return of 6.5% on
Total Invested Project Funds, and 80% above the Secondary Targeted Return of 8%
on Total Invested Project Funds.

e The ARCA provides some flexibility for change by allowing for Termination of
Convenience by VDOT after 40 years, allowing VDOT to build Competitive
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Transportation Facilities, and allowing VDOT to require other Project
Enhancements. However, termination by VDOT for Public Convenience or due to
VDOT Default will result in a payment equal to the Project Value that is the
greater of outstanding Operator Debt including approved refinancings plus a
10.5% IRR or fair market value. Competing Facilities, Compliance Orders, and
Project Enhancements require payment of revenue impact or cost of project.

RISKS:

« Significant revenue dependence on growth from Wilton Farms development, which is
forecast to be nearly 50% of total traffic by 2012 and over 60% by 2016.

e Aggressive assumptions for base traffic in the early years.

e Very tight financial profile in the first 10 years with financial flexibility coming from
structured internal liquidity and stand-by equity not cash flow, resulting in a high
dependence on market access through a refinancing in a severe downside scenario.

e Potential for lower toll rate on Wilton Farms to help with development.

e Rapid toll escalation equal to 5.9% average annual growth between 2006 and 2016
and then 2.8% annually thereafter will test the limits of the road’s low-to-moderate
economic ratemaking flexibility.

e Average annual operating cost growth rate assumptions of 2.7% for 2007-2016 may
be unrealistic.

The key elements and assumptions that factored into Fitch’s credit assessment are
discussed in more detail below:

LEGAL FRAMEWORK:

Amended and Restated Comprehensive Agreement (ARCA) - between VDOT and
Transurban (895) LLC.

Fitch views the ARCA as a strong document that both protects lenders and also provides
VDOT with significant flexibility to deal with changing circumstances. Specifically, the
ARCA provides Lenders with step in rights to cure any operator default and also allows
VDOT to terminate for convenience and build competing facilities if compensation is
provided. Fitch believes that the ARCA is innovative relative to other concession
agreements in the US and views it as a credit strength. With respect to tolling, the ability
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to raise rates above the schedule in Exhibit F provides important lender security in a
downside scenario. As noted above, the revenue sharing provision is an important
mitigant to political risk that could present itself if, given the rapid toll escalation, the
operator appears to be reaping significant returns on equity. VDOT can always point to
the Commonwealth’s significant share in any upside.

Fitch notes that the ARCA limits toll collection to plazas physically located on the right
of way. This could present a problem assuming significant changes in travel modes as it
does not include air rights. In addition, the ARCA requires the operator to post an
operations and maintenance letter of credit if there is an actual or projected budget
shortfall. In Fitch’s view, the requirement comes when it may already be too late and
difficult to procure. The insurance requirements are standard and acceptable.

e General. The ARCA is the concession agreement under which VDOT grants the
operator the right to operate maintain and toll the Rte. 895 connector. VDOT will
maintain ownership of the ROW. The term of the agreement is 99 years, subject to
early termination upon Force Majeure, Public Convenience, Operator Default, or
VDOT Default. The agreement governs operations and maintenance performance and
life cycle asset management, required reserves, insurance requirements, project
enhancements including contractor requirements, toll levels, assignment of rights
under the ARCA by VDOT or the operator, revenue sharing and protection against
actions that would reduce the value of the asset, cash flow priority, equity
distributions, issuance of additional debt by the operator, and lenders rights upon
operator default.

o Tolling, The operator has the right to raise tolls pursuant to Exhibit F through the
concession term. However, the operator can increase the tolls if a DSCR of 1.2x is not
met or a significant force majeure event occurs and VDOT opts not to rebuild the
bridge or terminate the ARCA. The DSCR includes operator debt, but does not
include swap termination payments or swap default/penalty rates.

¢ Distributions. ARCA prohibits any distribution to equity or to cover Affiliate fees
until all current and delinquent operating costs, all debt service costs, taxes, required
deposits to the Extraordinary Maintenance and Repair Reserve Account (EMRRA),
any costs not able to be funded from the EMRRA due to a previous shortfall, and any
amounts owed to VDOT.

¢ Revenue Sharing. ARCA provides for the payment by the operator of a Permit Fee to
VDOT that is scaled up based on performance. If the Initial Targeted Rate of Return
of 6.5% is achieved, then T895 pays VDOT 40% of Toll Revenue. If the Secondary
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Targeted Rate of Return of 8% is achieved, then T895 pays VDOT 80% of Toll
Revenue. These payments are on parity with operating costs, and thus ahead of debt
service. The rate of return is a pre-tax rate of return on Total Invested Project Funds
(all acquisition payments, due diligence, capital contributions or debt advances by the
operator or affiliates, or operator debt excluding capital contributions or debt used to
fund distributions, or refinancing to the extent it does not increase the principal
amount of debt outstanding) calculated on Real Net Cash Flow (Net Cash Flow
adjusted for inflation from closing date to close of semi-annual period).

Additional Debt. ARCA permits additional financing agreements, but does place
some limitations including the following: Collateral Agent must be institutional
lender; financing agreements must be secured by 100% of operators rights unless
subordinate or a permitted securitization which requires approval by lenders;
Operator can’t pledge or encumber rights to secure debt issued by any other entity or
where proceeds are used for any purpose other than project; and, VDOT must be
notified of operator defaults and of any intent to sell pursuant to a lender remedy.

In order to be recognized, lenders must file financing agreements with VDOT. If
properly filed, VDOT will allow lenders to review any proposed modifications to the
ARCA before operator/VDOT approval. VDOT will notify lenders of an operator
default or a potential default. ARCA allows for Collateral Agent to cure any operator
default (lender step in rights) and does allow for a substitute operator or a new ARCA
to be entered into between VDOT and the new operator. If more than one lender
requests a new ARCA, the lender with the original or oldest financing agreement will
be allowed to do so. Other requests will be voided.

VDOT has right to approve refinancing agreements with 30 days prior notice. A
refinancing is exempt from approval if: 1) the outstanding debt will only be increased
by refinancing costs; 2) the proposed refinancing is rated ‘BBB-’ or belter by a Rating
Agency; or, 3) proceeds of refinancing will not be uscd for equity distributions or to
pay non-capital costs or expenses.

Operations and Maintenance. The ARCA specifies O&M standards to be met by
operator (exhibit H — Operations and Maintenance Requirements annd Extraordinary
Maintenance and Repair Work). Fitch has not yet been provided with this. VDOT
will perform O&M for 6 months on reimbursable basis. The operator will search for
contractor as soon as closing occurs. VDOT can approve O&M comntractor. VDOT
responsible for base level police services. The operator is responsible for any
requested increase in patrolling.






















































































































