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The sole purpose of thisPreliminary Information Memorandum (or “PIM”, which expresson
includesthe appendices) isto assist the recipient in deciding whether it wishesto proceed
with a further investigation of the proposalto granta concesson forthe private sector
design, congruction, maintenance and operation of the Project (the “Project”) and itis
not intended to form the basisof any invessment decison orany decison to enterinto a
concession agreement in respect of the Project. ThisMemorandum doesnot constitute an
offer orinvitation to enterinto a concesson contract and neither thisdocument nor
anything contained herein shallform the basisof, or be relied upon in connection with,
any contract orcommitment whatsoever.

The information in thisPIM (prepared by UBSWarburg and CFASLtd) hasbeen provided
by the Government of Jamaica, the National Road Operating and Constructing
Company Limited, the Development Bank of Jamaica Limited ortheir subsidiariesor
agencies(togetherthe “Grantor’) and hasnot been verified by UBSAG, acting through
itsdivison UBSWarburg (“UBSWarburg”), or CFASLtd. ("CFAS') (togetherthe "Advisers’).
No representation or warranty, expressorimplied, isor willbe made in orin relation to,
and no responsibility or liability isorwillbe accepted by the Grantoror by UBSWarburg (or
any other part of itsgroup) or by CFASor any of itssubsidiaries, or by any of their
respective officers, employees, advisersoragentsasto, orin relation to, the accuracy or
completenessof thisMemorandum or any other written or oral information made
available to any interested party oritsadvisersand any liability thereforishereby expresdy
disclaimed. In particular, but without prejudice to the generality of the above, no
representation orwarranty isgiven asto the achievement orreasonablenessof any future
projections, management estimates, prospectsorreturnscontained in thisMemorandum
orin such other written or oral information. The Grantor undertakesno obligation to
update publicly orrevise any projectionswhich speak only asof theirdates. The Grantor
undertakesno obligation to update publicly orrevise any projection whetherasa result of
new information, future eventsor otherwise. Future circumstancescould cause actual
resultsor differ from historical resultsorthose anticipated. Only those particular
representationsand warranties (if any) which may be contained in a concesson
agreement (which willnot contain any representationsor warrantiesasto this PIM) when
and if it isfinally executed, and subject to such limitationsand restrictionsasmay be
agreed, shallhave any legal effect.

ThisPIM isonly being made available to partieswho have signed and returned a
confidentiality agreement (the “Confidentiality Agreement”) and recipientsare therefore
bound by the confidentiality agreement in respect of (inter alia) allinformation contained
in thisPIM.

The recipient hasagreed to keep confidential information contained herein or otherwise
made available subject to the termsof the Confidentiality Agreement dated June 2000.
Except in accordance with the Confidentiality Agreement, thisPIM must not be copied,
reproduced, distributed or passed to othersat any time without the prior written consent
of the Grantor.

ThisPIM hasbeen delivered to pre-qualified partiesforinformation purposesonly and
upon the expressunderstanding that such partieswill use it only for the purposesset forth
above. By accepting thisPIM the recipient hasagreed, upon request, to return promptly
ordestroy or procure the destruction of all material received from the Grantor or the
Advisersorany of them (including this PIM) without retaining any copies. In furnishing this
PIM, the Grantor and the Advisersundertake no obligation to provide the recipient with
accessto any additional information orto update thisPIM orto correct any inaccuracies
therein which may become apparent, and reserve the right, without advance notice, to
change the procedure forthe concesson structured private sectordesign, construction,
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maintenance and operation of the Project orterminate negotiationsat any time prior to
the signing of any binding concession agreement in relation to the Project.

This PIM isfor distribution only to personsreasonably believed to be sufficiently expert to
understand the risksinvolved and who are personsfalling within Article 11(3) of the
Fnancial Services Act 1986 (Investment Advertisements) (Exemptions) Order 1996, as
amended. Recipientsof thisPIM in jurisdictionsoutside the UK should inform themselves
about and observe any applicable legal requirements.

The Advisersare acting asfinancial adviserto the Grantor for the purposesof arranging a
concession contract forthe construction and operation of the Project and willnot regard
any other person (whetherornot a recipient of thisPIM) asitscustomer in relation to that
transaction. Any prospective purchaser interested in entering into a concession contract
inrespect of the Projectisrecommended to seekitsown financialand otheradvice.

CONTACTUST
Kingdey C. Thomas Telephone  876-929-8149
Managing Director Facsimile 876-929-4010/17
Development Bank of Jamaica E-malil kingsey@infochan.com
Gladstone Wilson Telephone  876-929-4010/17
Head, Communications Facsimile 876-929-0382
Project Development Unit E-mail acb3@infochan.com
Adam Nicolopoulos Telephone  44-207-568-5056
Project Director-Coordinator Facsimile 44-207-568-1446
UBSWarburg E-mail adam.nicolopoulos@ubsw.com
Michael Adda Telephone  246-422-1580
Director Facsimile 246-432-2412
CFASLimited E-malil m.adda@cfasitd.com
Nigel Pritchard Telephone  44-207-330-3000
Allen & Overy Facsimile 44-207-330-9999
E-malil nigel.pritchard @allenovery.com
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2 Fnsbury Avenue EC2M 2PP
CFASLimited

P.O. Box 621

Le GallaisChambers

54 Bath Sreet

. Helier, Jersey JE4 8YD

C.FA.S. L1D.
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Engineering
and Design

Dessau Soprin International
1200 Ssaint Martin W. Boulevard
Suite 300

Laval (Q.C.)

Canada, H7S2E4

Traffic

Seer Davies Gleave
28-32 Upper Ground
London. SE1 9PD

= steer davies gleave

Legal

Allen & Overy
One New Change
London

EC4M 900

Environmental

Environmental Solutions Ltd
20 West King’sHouse Road
Kingston 10

Jamaica

Property

Jentech Consultants Ltd
14A Hope Road
Kingston 10

Jamaica
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National Road Operating and Constructing Company ("NROCC")

The Grantorand, assuch, the counterparny to the Concesson Agreement. Itsfunctions
include Concesson Agreement negotiation and administration; all mattersrelevant to the
Public Sector Contribution and upsde Revenue Sharing mechanisms; and land and
property issues. An appropriate guarantee of the Grantor'sobligationswillbe provided by
the Government of Jamaica.

Ministry of Transport and Works

Technical, legaland economic regulation, safety and standards.

National Planning Agency (“NPA”)

Thisagency wasrecently formed by the merger of the Natural Resource Conservation
Authority, the Town Planning Department and the Land Utilisation Commission. It deals
with matters of environmental permits, toll planning and land utilisation.

The Rair Trading Commission

Inrespect of commercial activitiesof the concessonaire and sub-concessionaireswhich
raise concernsregarding monopoly ordominant postions. Where the FTC and/orthe
Regulator perceive that theirresponsbilitiesoverlap, they willconferto determine which
agency will have jurisdiction in the particularcase so that the concessonaire or sub-
concessionaire shallnot be subject to the perilof double jeopardy.

Ministry of Labour

Work permitsfor non-nationalsof Jamaica.

Professional Registration Boards

Regigtration of professionalsincluding engineersand architects.

Ministry of National Security and Justice

All mattersrelevant to national security and law enforcement.

Ministry of Hhance and Planning

Tax and Duty regulations; granting of fiscal incentives.

Collector of Taxes

Tax collection.
Commissioner of Inland Revenue

All mattersrelevant to payment of taxeson corporate and personalincome.

National Housing Trust/ HEART/ NTA

Payment of levies.

Collector of Customs

CustomsDutiesand waivers,import and export of equipment, raw materialsand
components.
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GCTCommissioner

All mattersrelevant to General Consumption Tax.

Parish Councils and the Kingston and St. Andrew Corporation

Some mattersrelating to planning and construction permitsand consents; refuse
collection and solid waste disposal.

National Heritage Trust

Through the NROCC, notification of archaeological finds; planning and implementation
of mitigation action.

Commissioner of Lands

Agency responsble forthe sale of landsvested in the Government of Jamaica.

Ministry of Mining and Energy

To the extent the Developer may traversing areasreserved for bauxite mining, he may
need to liase with this Ministry.

Ministry of Environment and Housing

Natural Resources Conservation Authority

Itisthe lead agency responsble for environmental management in Jamaica.

National Contracts Commission

The Developer may wish to register professionalsin itsemployment with thisagency.
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DEANITIONS AND ABBREVIATIONS

a1:15,000 Digital Photomosaic Base® meansthe digital file containing a photomosaic
prepared from the 1:15,000 Air Photo Index and Set of Contact Prints.

a1:5,000 Air Photo Index and Set of Contact Prints® meansthe 1999 and 2000 1:5,000 scale
aerial photographsprepared by Perron Belanger Hudon on behalf of Dessau Soprin.

aAccepted Design® meansthe Detailed Design that hasbeen accepted by the Grantor
forconstruction purposes.

aAgreements® meansthe Concession Agreement and the Direct Agreement.

aAggregate Resources Report® meansthe report regarding aggregate resources
prepared by Dessau Soprin in association with Jentech and dated May 2000.

aBid Bond® meansan on-demand bond substantially in the form set out in Appendix B of
the Request for Proposals (orin such otherform asmay be agreed in advance with the
Grantor) with a value of at least US$5 million.

aBid Package® meansthe documentsprovided to Biddersforthe purposesof the
Competition, aslisted in Section 1.3.2. of the RFP.

aBidder® meanseach of the two Proposersselected to receive the Request for Proposals
and invited to participate in the Competition.

aCompetition® meansthe competition being conducted by the Grantor on the terms set
out in the Request for Proposalsto select the Developer.

aConcession Agreement® meansthe agreement to be entered into between the
Developerand the Grantor setting out the rightsand obligationsof the Developerin
relation to the carrying out of the Project, a draft of which isincluded in the Bid Package.

aConfidentiality Deed® meansthe confidentiality agreement entered into by each Bidder
in favour of Development Bank of Jamaica Ltd and the Grantorasa precondition to
receiving the Bid Package.

aCore Design and Construction Requirements® meansthe specified requirementsfor the
desgn and construction of the Project asset out in Appendix C of the RFP.

aCore O&M Requirements® meansthe specified requirementsforthe operation and
maintenance of the Project asset outin Appendix D of the RFP.

aCore Requirements® meansthe Core Design and Construction Requirementsand the
Core O&M Requirements.

aCorridor® meansthe strip of land identified in the Functional Planning Report which
includesthe Right of Way for the Project.

aDatabook® meansthe databook attached asAttachment 1to the Request for Proposals
setting out the financialinformation to be provided by each Bidder.

aDetailed Design® meansthe detailed design foreach Route Section prepared on the
basisof the Proposed Design and in accordance with which the Developerproposesto
consruct each segment of work.

aDeveloper® meansthe entity proposed to implement the project by the winning Bidder
and which signsthe Concession Agreement.

aDigital Images CD Rom°® meansthe CD Rom prepared by Dessau Soprin containing
selected digital photographs.

EF(; Section 1: Introduction 7
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aDigital Terrain Model Points FHle® meansthe spatial (x, y and z) co-ordinatesof points
representing the approximate surface of the existing ground in the vicinity of the Corridor.

aDirect Agreement® meansthe direct agreement to be entered into between the Grantor
and the lendersto the Developer, a draft of which isincluded in the Bid Package.

aDrainage and Hydrology Report® meansthe report regarding drainage and hydrology
mattersprepared by Dessau Soprin and dated May 2000.

aEnquiry Questionnaire® meansthe quesionnaire identifying the information to be
provided by each Bidderinrespect of each of itsbidsin the form set out in Appendix A of
the RFP.

aHnancial Close I° meansthe date on which the private financing made available to the
Developerinrespect of the Phase 1 worksbecomesunconditional.

a8Hnancial Close II° meansthe date on which the financing forthe Phase 2 works
becomesunconditional.

aHnancial Plan® meansthe proposed detailed financing plan provided in accordance
with Section 7.2 of the RFP.

aFunctional Planning Report® meansthe report prepared by Dessau Soprin and dated
May 2000 which describesthe general characterisicsof the Corridor, recommends
preliminary design criteria and describesa preliminary preferred alignment for the Project.

aGeotechnical Report® meansthe report regarding geotechnical invesigationsprepared
by Dessau Soprin in association with Jentech and dated May 2000.

aGrantor® meansNational Road Operating and Constructing Company Limited acting on
behalf of the Government of Jamaica.

aHelicopter Video of Corridor® meansthe uncontrolled VHSformat video of the Corridor
prepared by Dessau Soprin.

2]llustrative Design and Construction Solution® meansthe preliminary design forthe
congruction of the Project included in the Technical Package.

allustrative O&M Solution® meansthe illustrative ssandardsand specificationsfor the
operation and maintenance of the Project included in the Technical Package.

2llustrative Solution® meansthe lllustrative Design and Construction Solution and the
llustrative O&M Solution.

aPhase 1° meansthe projectlimitsasdescribed in the Core Requirements.
2Phase 2° meansthe projectlimitsasdescribed in the Core Requirements.

apreffered Bidder® meansthe bidderthat hasoffered the most economically advantageous
offerto the Grantorasjudged by reference to the criteria set out in the Requedt for
Proposalsand hasbeen invited to start negotiationson the Concession Agreement.

apPreliminary Information Memorandum® (or 2PIM°) meansthisdocument.

aProject® meansthe development, construction, financing, operation and maintenance
of the multilane highway to be built between Kingston, Montego Bay and Ocho Rios.

“Project Management Unit” meansthe entity to which the Grantor delegatesresponsibility
forreview and acceptance of Developer submissonsand administration of the Concesson
Agreement.

aproperty and Land Acquisition Report® meansthe report regarding property and land
acquistionsprepared by Jentech and dated May 2000.

aproposed Design® means, in relation to each bid, the design for the Project submitted as
part of that bid in accordance with Section 5.2.1 of the RFP.

EF(; Section 1: Introduction 8

Fnancial Services



PRELIMINARY INFORMATION MEMORANDUM.DOC

aProposed Operation and Maintenance Plan® means, in relation to each bid, the operation
and maintenance plan forthe Project submitted aspart of that bid inaccordance with
Section 6.2.1 of the RFP.

aProposer® meansan entity which submitted a pre-qualification proposalin response to the
invitation to pre-qualify dated October 1999.

aPublic Sector Contribution® or (2PSC°) meansthe financial contribution to be provided to
the Developer by the Grantor, asdescribed in the Databook.

"Request for Proposals' or "RFP* meansthe request for proposalsissued by the Grantorto
Bidderson 13 June 2000.

aReserve® meansany Proposerwho hasnot been invited to become a Bidderbut has
been designated a Reserve in accordance with Section 1.2.4 of the RFP.

aRight-of-Way® meansthe property limitsassociated with the lllustrative Solution.

aRoute Section® meanseach section into which the Project hasbeen divided, asshown in
the lllustrative Solution and asdescribed in Section 1.1.2 of the RFP.

a3ponsor® meanseach shareholderin the Developeraswellasthe parent company and
ultimate parent company of each shareholder.

aStandard Bid® meansa bid that complieswith the requirementsset out in Section 2.8 of
the RFP.

aStrategic Environmental Assessment Report® meansthe report regarding natural and
socio-economic environment mattersprepared by Dessau Soprin in association with
Environmental Solutionsand dated May 2000.

aSructural Design Criteria and Standards Report® meansthe report regarding structural
desgn considerationsprepared by Dessau Soprin and dated May 2000.

aTechnical Package® meansthe following technicaldocumentsprovided to Biddersfor
the purposesofthe Competition

(a) the lllustrative Desgn and Construction Solution

(b) the llustrative O&M Solution

(c) the Strategic Environmental Assessment Report

(d) the Geotechnical Report

(e) the Aggregate ResourcesReport

(f) the Drainage and Hydrology Report

(g) the Sructural Design Criteria and SandardsReport
(h) the Property and Land Acquistion Report

(i) the Utility RelocationsReport

() the 1:15,000 Digital Photomosaic Base

(k) the Digital Terrain Model Points File

() the 1:5,000 Air Photo Index and Set of Contact Prints
(m) the Helicopter Video of Corridor

(n) the DigitalImagesCD Rom

“Traffic Report” meansthe report regarding traffic volume and revenue forecasts
prepared by Seer DaviesGleave and dated May 2000.

EF(; Section 1: Introduction 9
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aUpside Cashflow® meansthe amount of the Project’snet cashflow in an operating year
that resultsfrom the Project’sactualrevenues(yearend) exceeding the pre-determined
base case revenuesexpected forthe same year

altility Relocations Report” meansthe report regarding utility relocationsand co-
ordination prepared by Jentech and dated May 2000.

aVariant Bid” meansa bid that complieswith the requirementsset out in Section 2.10 of
the Request for Proposals.

ER; Section 1: Introduction 10
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Among otherthings, the objective of the finance planisto ensure
The expedient mobilisation of the fundsrequired forthe construction of Phase 1 and

The achievement of an optimal mixbetween government procured fundsand funding
from the private sector (a combination of equity and debt from the international
market)

The Grantor hascommitted to procure fundsin the form of Government procured debt.
These fundswillbe raised from local pension fundsand insurance companiesas
Infrastructure Bondsand from a combination of sourcesincluding agenciesand
government organisations, which have indicated an interest in supporting Phase 1 of the
Project. Thistype of funding willbe deeply subordinated debt thatisto be repaid from the
Project'sfree cash flows, starting on the date on which the foreign commercialdebt is
fully repaid.

The Developerisexpected to raise the remaining fundsrequired to fund the construction
of Phase 1 of the Project through a combination of sponsors equity and bank debt from
export credit agenciesand international banks.

The total project costsfor Phase 1 are expected to be around US$305 million, consisting of
US$280 million of construction co4, including finance and otherrelated costsplus US$25
million of development costs. The Grantorisprepared to raise up to US$120 million of this
amount, including documented development costs (principally comprisng consultants
feesand land acquistion costs) of approximately USE25 million. The remaining US$185
million isexpected to be covered by equity and commercial debt. The Developeris
expected to optimise itsgoodsand servicesprocurement strategy to ensure maximum
financial support from theirhost export credit agency (*ECA?°). The optimal mix between
ECA supported debt and uncovered bank debtisto be established by each bidderas
part of theirbidding strategy.

The Project'srunning and financialcostsare to be covered by a combination of tolling
revenuesand annual financial contribution from the Government (2Public Sector
Contribution® or2PSC°). Once the developer haspaid back allcommercial debt, the
Grantor willexpect an annual payment from the Developerto contribute to the cost of
financing Government procured debt.

Itisup to the Biddersto provide forand include in their bid any sharing arrangementswith
regard to the Upside Cashflowsthat the Project may generate in any particularyear.?

EF(; Section 2: Executive summary 12
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The Project isthe design, finance, construction, operation and maintenance of a primarily
greenfield tolled motorway network in Jamaica undera 35 yearconcesson agreement.
The multilane highway willconnect the capital Kingston in the south-eas of Jamaica with
the tourism centresof Montego Bay in the north-west and Ocho Rioson the north central
coadt, covering a total of approximately 255.5km.

Jamaica'stransportation system isheavily dependent on carsand trucksasthe primary
meansof transportation of people and goods. Between 1993 and 1998 the number of
vehiclesincreased at an average rate of 17.5%perannum. Thisincrease hasnot been
met by an expansion of the road network. Most of the existing roadsare old and their
congtruction and safety standardsare low. The Project hasbeen established to address
the country'stransportation needsand to facilitate the expeditiousmovement of goods
between Kingston, the capitaland principalcommercial centre, and the country's
principaltourist resortsand population centres. The Project representsone of the most
important infrastructure activitiesnot only in the country but also in the region. The Project
isan economic necessity forthe country and it hasthe full support and commitment of
the Government.

To achieve best resultsin the implementation of the Project, the Government hasopted
for the Build, Operate and Transfer (BOT) model foritsdevelopment and implementation.
At the same time due to the economic support that the Governmentisprepared to offer,
the Project isa partnership between the public and private sectorsbased on an optimum
risk sharing arrangement between these sectors.

The Government of Jamaica isrunning an international competition to select a qualified
and experienced construction group that submitsthe most advantageousoffer, from an
economic and commercial point of view. The RFP, setting out the conditionsand termsfor
participating in the competition wasreleased to the short-lissed biddersin June 2000.
Following the execution of a concession agreement (the @Concession Agreement®), the
preferred bidderwillbe invited to become the developer (the 2Developer®) in
accordance with the termsof the RFP. The Concession Agreement willgovern the
undertakingsand responsbilitiesof both partiesoverthe 35 yearterm of the contract.

In view of the different economic, commercial and technical featuresof the various
highway corridorsthat comprise the Project, the development and implementation of the
Project will comprise two Phases. The first Phase of the Project, (®Phase 1°) coversa 72km
digance from Kingston to Wiliamsfield and includesapproximately 1 km of the Bushy Park to
Ocho Rioshighway and upgrading of the existing Portmore Causeway/Dyke Road. The
total cost for thisPhase isesimated at approximately US$280 million. It isintended that the
second Phase of the Project (®Phase 2°) willbe implemented one year following the
Fnancial Close of Phase 1, subject to the achievement of certain milestone activitiesas
described in the later sectionsof the Preliminary Information Memorandum. Phase 2
includestwo corridors. (i) an 86km motorway from Wiliamsfield to Montego Bay and (i) a
66km spur from Bushy Park to Ocho Riosand the 12km four-lane Montego Bay By-Pass.

The Developerwillbe allowed to set and levy tollsprogressvely asthe various sectionsof
the road are completed. The Government hasappointed Seer DaviesGleave (SDG°) to
investigate, analyse and establish the Project'srevenue potential. In thisregard, SDG has
prepared demand and revenue forecastsforthe Project and hasassessed the level of toll
that islikely to be economically acceptable to the potential users. The activity of setting the
tollswillbe regulated in orderto ensure the level of tollremainsbelow a specified maximum
level and that these are applied in a non-discriminatory manner.

To carry out the development of the Project the Government of Jamaica hasselected
and appointed a team of international advisers, including

UBSWarburg and CFASLtd. (financial)

EF(; Section 2: Executive summary
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Dessau Soprin (engineering and design)
Allen & Overy (legal)

Seer DaviesGleave (traffic)
Environmental Solutions Ltd (environment)
Jentech ConsultantsLtd (property)

Dessau Soprin have prepared an illustrative engineering and technical solution to the
Project. Thiswasreleased to the Biddersasa part of the Bid Package on 21 July 2000.

Highway 2000 will be the first Toll Highway in Jamaica. In June 2000, the Project
Development Unit of Highway 2000 commissioned USbased Johnson Survey Research Inc.
to conduct a survey among prospective usersof the highway to ascertain the level of
acceptance ofthe concept of charging tollson the localroad syssem. Johnson Survey
Research Inc. hasconducted surveysfor Mobil Oil, Philip Morris, Consolidated Edison, the
New York Post and several private and public sectorcompaniesin Jamaica. The results of
thissurvey show great support forthe Project and the toll syssem among the Jamaican
population.

KEY STRENGTHS AND BENEATS

Economic and commercial rationale

The Project will greatly facilitate the growth of trade and traffic movement (de-
congesion) between the capital, Kingston, where the largest container port in the
Caribbean isstuated, and the main tourism centresof Montego Bay and Ocho Rios

Airand sea modesof domestic transportation are not consdered seriouscompetitors
to the Project due to distance and economic considerations. The Project isthus
assured of solid utilisation

Support by the Grantor

Approximately US$100 million isto be raised by the Grantor from the domestic pension
fund and insurance market for Phase 1. Thisamount represents 40% of the estimated
total project costsfor thisPhase

The Grantor'scommitment to support the operational costsof the Project through
appropriate revenue support mechanisms

The Grantorscommitment to procure the timely and satisfactory securing of all the
necessary land and also to assist in the obtaining of certain permitsand licences
reasonably required for the implementation of the Project

The Grantor'swilingnessto give several fiscalincentivesand tax holidaysto the
Developer
Highly experienced team of consultants

The Government hasappointed an experienced team of consultantsincluding
financial advisers, traffic consultants, engineersand legal counsel to assist with the
development of the Project

Economic fundamentals of Jamaica

The Government of Jamaica hassuccessfully completed a smilar sized projectasa
100% Government funded deal. Thisproject wasthe construction of 17,000 housing
unitsbetween 1991 and 2000

Jamaica isa liberalised economy with no exchange controlsand free movement of
capital

EF(; Section 2: Executive summary 14
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Developmental and social benefits
The Project willbe a catalyst for economic activity along itscorridors

Simulate additional/collateraleconomic and developmental activity in the areas
served. Forexample adjacent Economic Re-Processing Zones (EPZ) willbe established
(asdiscussed in Section 3)

Reduce the population pressure on the majorurban areasascommuting from
suburban and rural areasto the city willbe greatly facilitated

Provide open accessfrom tourist centresto attractionssuch asthe planned Maroon
theme Park (currently under development) and the Milk River natural spa

Simulate agricultural activity asthe project willopen up tractsof land for agricultural
development and also improve the transportation of agricultural produce in the
country

EF(; Section 2: Executive summary
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The competition consistsof the following stages
( comment: 0070494L ppt*2777Slice3 |
I

Bid Submission

21 November 2000
Deadline for the submission of bids

Bid Evaluation

Ends Bnuary 2001
This activity will finish with the announcement ‘
of the preferred bidder !

Award of the Concession

Ends April 2001 (anticipated)
This activity will finish with the execution of
the Concession Agreement |

Financing of Phase 1

immer 2001—December 2001
The activity commences with the execution of the Concession ‘
Agreement and will finish with the Fnancial Close of Phase 1 !

Financing of Phase 2

7o be determined
This activity commences with the satisfaction of certain
conditions by the Grantor and will finish with the Fnancial Close
of Phase 2 and the commencement of the Phase 2 works !

The Bid Package containsallthe information that hasbeen released to the final bidders,
including amongst otherdocumentsthisinformation memorandum, the RFP, the
Databook, the Traffic Report, the Functional Planning Report, the illustrative Solution, the
draft Concesson Agreement and technical, desgn and engineering information.

The RFP setsout in detail the rulesand proceduresto be followed by the biddersin
preparing and submitting their offers. It also presentsthe evaluation criteria that willbe
used to assessthe bidsand identify the most economically advantageous offer.

Section 2: Executive summary 16
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The Project isplanned asa 214km multi-lane, controlled access, tolled highway with
41.5km of related arterialroadwaysto connect the capital, Kingston, in the south-east
with the tourism centresof Montego Bay in the north-west and Ocho Rioson the north
centralcoast.

In addition to providing a quickerand safer meansof travel between citiesand towns
along itsroute, the Project isexpected to spureconomic activity by improving accessto
areasof the idand with development potential and to facilitate the development of
several Millennium projectsthat have been identified by the Government of Jamaica.

The Project willbegin nearthe western limitsof Kingston with a new interchange on the
Mandela Highway (the principal highway connecting Kingston to the majorcommercial
centresin Spanish Town, Maypen, Mandeville, Ocho Rosand Montego Bay) nearthe
main accessroad from the Mandela Highway to Portmore (Dyke Road). An arterial
connection willbe substantially upgraded through Portmore to provide an alternative
accessto Old Kingston and the Port of Kingston via the Portmore Causeway. The main
highway willproceed west from Kingston, south of Spanish Town, Old Harbour and
Maypen to Wiliamsfield where it willconnect to the main accessroad to Mandeville
(Highway A2).

Fom Mandeville the route willcontinue west past Mile Gully and Maggotty towards
Ipswich Junction and YSFalls, where a two lane connecting link will provide accessto
Middle Quartersand on to Negril via the existing Highway A2. The main highway will
continue northerly past Cambridge and Montpelierto Montego Bay. It willassume arterial
roadway characteristicsnear Anchovy and connect to the North Coast Highway via a
new fourlane arterialroad that willreplace Road B8 through the Long Hill valley. Included
in the Project willbe the construction of a new 12km four lane arterial development road
that willcomplete the North Coast Highway link around the south side of Montego Bay.

Another section (the Ocho RiosLink) connecting at Bushy Park, west of oanish Town and
extending northward through Worthy Park and Moneague to Ocho Rioswillcomplete the
Project alignment. The main highway willassume arterial roadway characterisicsnear
Murphy Hilland connect to the North Coast Highway west of Ocho Riosvia a new four
lane road that will generally follow the alignment of an old bauxite conveyor.

EF(; Section 3: The Project 18
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Itisexpected that the Project will be initially constructed with a minimum four lane cross
section (six lanesare to be constructed on portionsof the Portmore Causeway). Provison
isto be made forthe construction of additional traffic lanesastraffic increases. The

desgn speed of the highway isto be 110 kph in generally flat areas (Kingston to Poros)
reducing to 90 kph in hilly and mountainousareas. The minimum design speed for arterial

roadwaysvariesfrom 60 to 90 kph.
A total of 23 interchangeswith localroadsand a semi-directional highway to highway

interchange are planned. Accessto the Projectisto be controlled and limited to the
interchanges. The right-of-way (the motorway) isto be fenced to controlaccessand

maximise safety to the users.
The Core Requirementspermit the Biddersto propose a tolling strategy that will maximise
net tolling revenues. Although the Traffic and Revenue Sudy assumesa fully closed tolling
strategy forthe main highway (all vehiclespay tollsbased upon vehicle classfication and
distance travelled) and the lllustrative Solution willaccommodate toll facilitiesat every
point of accessand egressfrom the Highway, Biddersmay propose alternative tolling

strategies. The Portmore Causeway hasbeen modelled assuming a single toll plaza and

an aopen°® tolling strategy.

MAP OF JAMAICA AND PROJECTCHART
The following two figuresillustrate the physical context of the highway and the schematic

desgn.
Map of Jamaica
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FHgure 1
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PHASING AND SEQUENCES

The Government of Jamaica isfully committed to the implementation of the Project. In
recognition of the technical challenge and financial commitment required of the
Developerin financing and building the Project, the Grantorisprepared to permit
development of the Project in two discrete Phasesasmore fully described in the Request
for Proposals. These are defined asPhase 1 (Kingston to Mandeville) and Phase 2
(Mandeville to Montego Bay and Bushy Parkto Ocho Rios).

TECHNICAL BACKGROUND

In October 1999 Dessau Soprin International Inc. (DY), of Canada, wasretained by DBJ on
behalf of the Government of Jamaica to provide technicaland preliminary design
servicesforthe Project. These servicesincluded an array of engineering, technical and
otherrelated activitiesassociated with the development and design of the Project. DS's
principal responsibility wasto prepare a proposed alignment which in itsview and in
consultation with the Government could provide optimal resultscombining technical,
topological, geotechnical, environmental, property and traffic-demand considerations.
Some 60 Canadian expertsand techniciansand over 100 Jamaican professonalsand
support staff were involved in the functional planning and preliminary design between
October 1999 and June 2000. Local expertise wasprovided by Jentech Consultants,
Environmental Solutions, Market Research, Satial Innovisonsand Smith Warner
International.

A substantialamount of information regarding variousaspectsof the Project'sproposed
design and technicalaspectswascollected and work undertaken since October 1999.
The list below describeskey activitiesand tasksthat were carried out by DS.

New aerial photography and airborne laser surveys

— 1:15,000 photo coverage (590 line-kilometre, 560 photos)

— 1:5,000 photo coverage (1,800 line-kilometre, 5,100 photos)

— digitaltopographic laser GPSsurveys

Preparation of digital terrain modelsbased upon laser GPStechnology
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Preparation of a 1:15,000 semi-controlled digital photo mosaic
Environmental studiesand field work
Geological studies

Geotechnicalinvestigations

+ over250individual borings/test pitsfora total depth of 1,200m
+ sampling at over 50 quarries
+ preliminary conceptual designsfor cuts/filsand pavement structures

Traffic surveys

+ over 15,000 origin and destination surveyscompleted

+* mechanicalcountsat 12 stations

+ vehicle classfication surveysat sixlocations

+ traveltime surveysfor 20 routes

+ continuoustraffic counts(three month duration) at two locations
+ two weekduration traffic countsat eight locations

+ intersection counts

— BEMMFE2traffic modeldevelopment and assignment
Property mapping and digitisng

Selection of a preferred alignment and interchange locations
Establishment of design criteria

Preparation of an lllustrative Solution to a preliminary design level of detail

CORE REQUIREMENTS

The Project isto be designed and constructed in accordance with the Core
Requirementsasset out in more detail in the Request for Proposals. The scope of the
Core Designh and Construction Requirementsincludesthe provision of a fulland
complete design, securing of allapprovals, supply of all materialsand performance of
allwork necessary to construct the Project.

INCORPORATION OF EXISTING SECTIONS OFROAD
The Project willincorporate some existing highway worksincluding the following

In the Kingston Metropolitan Area, portionsof the Portmore Causeway, Dawkins Drive
and Dyke Road are to be incorporated into the upgraded arterialaccessbetween
Kingston and the Project (the Portmore @Expressway®)

The Old Harbour Bypasswillbe incorporated to form a section of the Project
(approximately from 21km to 34.2km). New workswill consist essentially of building an
additionaltwo lanesto complement the two lanesof the Bypass. Existing structureswill
serve asthe west bound lanesof the Project, while the newly created laneswill carry
east bound traffic

The existing Melrose Hill Bypass, starting near 66km, with some geometric upgrading to
achieve a 90km/hrdesign speed, willbecome the west bound lanesof the Project. At
a point close to 71km the proposed alignment turnsto the Northwest and the
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continuation of the Melrose Hill Bypasswillbecome the exit ramp to the Mandeville
roundabout
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Portionsof Road B6 and the connecting link from Ipswich Junction to New Holland are
to be upgraded

Road B8 from Anchovy to Reading isto be upgraded to a four-lane crosssection to its
point of intersection with the North Coast Highway at Reading. Accessto Montego
Bay will be via the reconstructed North Coast Highway
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GEOLOGICAL AND GROUND ISSUES

Jamaican geology iswelldocumented and wasverified by the programme of
geotechnicalinvegigationsin 1999 and 2000.

With the exception of coastal plainsand interior valleys, overburden along the proposed
corridorisgenerally shallow overlimestone bedrock. Limestone bedrock isgenerally soft
(marly orchalky) and weathered at the surface. Existing road cutsto 20m have generally
beenripped. Some drilling and blasting will likely be required in certain areasto excavate
to the required highway subgrade.

Most of the common fillmaterial needed for construction of the route willcome from the
soiland rock cuts. Average haul distanceswillgenerally be lessthan 2km except in the
coadtal lowlandswhere borrow pitsmay generally be developed within 5to 10 kilometres
of the alignment. Crushed gravel from alluvial depositsalong the main rivers (Rio Minho,
Rio Cobre, etc.) willbe suitable for granularbase course construction and selectively as
aggregatesforasphalt and concrete. Between Mandeville and Montego Bay, rock
formationsare mostly soft marly and chalky limestone, or poor quality shalesand
sandstones, generally unsuitable for use asaggregate. Aggregate willneed to be
produced and imported from existing and new quarries.

On the Bushy Parkto Ocho Riossection, good quality rock formationscan be cut at a
number of locationsand could be converted into suitable aggregate by crushing and
grading.

Terrain and geological features along the alignment

Three typesof terrain are found along the route. Hat terrain with slopesup to 5%; rolling
terrain with sopesfrom 5%to 15%; and hilly and karstic terrain with slopesup to 25%.
Kargtic terrain ischaracteristic of imestone rocksin the tropicsand resultsfrom the
dissolution of the carbonatesin acidic water.
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In general, the geology of Jamaica isfairly complex with many fault lines, subterranean
featuresand soilsthat are susceptible to erosion. Engineering solutionswill be required to
ensure a stable road subgrade, safe foundationsfor variousstructuresand the stability of

cut and filled dopes.
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OPERATIONSAND MANAGEMENT

The Technical Package includesan lllustrative Operationsand Management Plan, which
outlinesan illustrative solution for operation and management of the project asproposed
by the Grantor. Perfformance standardsand concessionaire responsibilitiesare defined in
the Core Requirementsand the Concession Agreement.

Issues, which are of paramount importance to the Grantor, include
Lane availability
Maintenance of the highway
Capitalworksand rehabilitation
Reporting procedures
Traffic and safety management
Emergency response and incident management

Policing and enforcement of traffic and criminallawsasthey relate to public conduct on
the Highway will be the responsibility of the Jamaica Constabulary Force. Where
necessary, statutesgoverning speed limitsand other traffic lawswillbe amended to
conform with the requirementsof multi-lane highway operation.

Vehicle weightswillbe monitored by the Developerin conjunction with the selected
tolling system. It isanticipated that toll supplementswill be assessed for overweight
vehiclesand collection of toll supplementswillbe enforced in accordance with
Jamaican law.

EF(; Section 3: The Project 25
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, QARGXRARQ

The Project'stotal investment costsare to be funded by a combination of financing that is

to be arranged by the Government and the Developer.
In view of the implementation timetablesaswellascommercial and technical
consderationsassociated with each Phase, separate financing planshave been
formulated foreach Phase. These plansare tailored to the specific fundamentalsand
respective requirements of the respective Phases. Asdiscussed in the earlier sections of
the PIM principal consideration willbe paid to Phase 1, speedy implementation of which is

the principal objective of the Government.
Itisup to the Biddersto provide forand include in their bid any sharing arrangementswith

regard to the Upside Cashflow that the Project may generate in any particularyear.
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The finance plan contemplated forthe implementation of Phase 1isdriven by the
following two principal consderations

Expeditioustiming (forthe implementation of the financing)

Maximisation of funds(equity and capital) that can be raised from the international
market

The first objective can be facilitated by encouraging the biddersto invite potential
lendersto assist in the preparation of the finance offerin the tenderand accompany the
bidders technical and commercial offers.

The second objective can be achieved by the biddersseeking to submit fully funded
offers. The objective isto have sufficient fundscommitted from the Developerand his
potential lendersto fund the construction of the Project.

Government obligations and financial support

The Government intendsto fund a major portion of the Project costs. These fundswill
become available in the form of Government Procured Debt for both Phasesof the
project. It willtake the form of deeply subordinated debt. The Grantor willbear the cost of
servicing thistype of debt in the earlieryearsof the Project asdescribed below.

If the revenuesfrom the Project are not sufficient to coverthe operation, maintenance
and finance costsafter successful completion of the entire Phase 1, the Grantoris
prepared to make additional Public Sector Contributions (2PSC°). The commercial debt
willbe sized and raised againgt a ssream of revenuesthat includesboth Project revenues
and PSC from the Grantor. Biddersare required to include these sumsasfixed
requirementsin their bid.

Government procured debt

For Phase 1the Grantor plansto raise an amount of up to US$100 million from the
domestic pension and insurance market in the form of infrastructure bonds (*Phase 1
Infrastructure Bonds®). Subject to the receipt of satisfactory bids, the Grantorintendsto
deposit thisamount into an escrow account upon FHnancial Close I. Forthe purposesof
the bid thismoney should be assumed to be available for utilisation on the date of
Fnancial Close I. In addition the Grantor will make available an amount of up to US$20
million to the Developeron the date of Fnancial Close I.

A market analysisby PriceWaterhouseCoopersindicated that the following featureswere
likely to be suitable for Phase 1 Infrastructure Bonds

30 yeartenor

Hoating interest rate (3t4%overthe rate of inflation)
Semi-annualinterest payments

Negotiable

Tax free status—not required by pension funds, but vital to other prospective
purchasers

Convertible to equity on redemption

The Grantor willbearthe financing costsof thisdebt. Even though the Developer will not
contribute to these costs, a payment to the Grantorisexpected, afterthe Developer has
repaid the entire amount of foreign debt. Aswith the PSC, Biddersare required to include
these sumsin theirbid.
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Developer financing

The Developerwillbe responsible forarranging the balance of fundsrequired for the
congruction of the Project. It isexpected that these fundswillconsist of a combination of
equity and commercialdebt obtained from commercial banksand/or capital markets.

The Developerisrequired to provide equity in the form of eitherdirect cash investment
and/orsubordinated debtin itsfinancial plan. The amount of equity that isto be used for
the construction of the Projectisto be determined and optimised aspart of each Bidder's
bidding strategy.

The Biddersare expected to secure commercial bank debt forthe benefit of the Project.
Such formsofdebt may include export credit agency (ECA) supported debt (with
politicalrisk and if applicable commercial risk insurance) and/ordirect non-recourse bank
debt (project financing type).

The Developerisresponsble forallcostsof operation and maintenance, interest
paymentson commercialdebt and return on equity.

If actual revenuesdeviate from the Developer sassumptions, revenue shortfallswill have
to be borne by the Developer. In the instance of higheractual revenues, extra returnswill
be shared between the Developerand the Grantoraccording to the revenue upside
sharing arrangementsto be determined. The Biddersare encouraged to present their
viewsasfarassharing the upside with the Grantor.

lllustrative Fnance Plan

The construction term of Phase 1 hasbeen assumed to be 24 months. The costsestimates
below are forillustrative purposesand discussion only. They should not be used asa base
by the biddersduring the bid preparation.

Uses of funds (UStm)

Construction, finance and other 280
related costs

Estimated development costs

(incl. land acquistion and 25
consultants)

TOTAL PHASE 1 COSTSD [305]
Source of funds (US$m)
Government procured debt

Infrastructure bonds 100
Other government contributions 20
Developerfinancing

Equity®

Debt (ECA and commercialdebt)®

TOTAL FUNDS REQUIRED® [305]
NOTES:

1 Totalproject costsare preliminary estimatesnot to be relied upon
2 Optimalmixbetween equity and debt to be established by the bidders
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Snce the development of Phase 2 and itsrespective Fnancial Close lagsbehind
completion of Phase 1 by about a year, no firm indicationscan be provided for the
prospective capital structure of Phase 2. However, it should be noted that the Grantor
intendsto contribute up to 80% of the required fundsfor thisPhase. In Phase 2, the PSC will
need to be re-established to account forthe Project financialand operating
requirements. Thiswillbe done in such a way that it will not affect the already established
financialand commercial structure and operation of Phase 1. Forthe purposesof this
tender, asset out in the RFP, the Biddershave been asked to submit an offerfor Phase 2,
along the guidelinespresented, and willbe evaluated accordingly.

Government obligations and financial support

In view of the Phase'sdifferent commercial features, the Government intendsto fund a
major portion of the Project costs. These fundswillalso become available in the form of
Government Procured Debt.

In a similarvein to Phase 1, the Grantorisprepared to make additional Public Sector
Contributionsto supplement the tolling revenuesand cover forthe operation
maintenance and finance costsof Phase 2. Biddersare required to include these PSC
amountsin their bid.

Government procured debt

For Phase 2 the Grantor plansto raise an amount of up to US$400 million. Subject to the
receipt of satisfactory bids, the Grantorintendsto deposit thisamount into an escrow
account upon FHnancial Close 2. Forthe purposesof the bid thismoney should be
assumed to be available for utilisation on the date of Fnancial Close 2

The Grantorwillbearthe financing costsof thisdebt. Even though the Developer will not
contribute to these costs, a payment to the Grantorisexpected, afterthe Developer has
repaid the entire amount of foreign debt.

Developer financing

The Developerwillbe responsible forarranging the balance of fundsrequired for the
congruction of the Project subject to the same guidelinesasin Phase 1. It isexpected that
these fundswillconsist of a combination of equity and commercial debt obtained from
commercial banksand/orcapital markets.

lllustrative Anance Plan

The construction term of the Phase 2 hasbeen assumed to be 36 months. The costs
egimatesbelow are forillustrative purposesand discussion only. They should not be used
asa base by the biddersduring the bid preparation Phase.

Uses of funds (USsm)
Construction, finance and otherrelated

costs

Estimated development costs

(incl. land acquistion and consultants) 35

TOTALPHASE2 COSTS

Source of funds (US$m)
Government procured debt 400
EF(; Section 4: The finance plan
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Developerfinancing

Equity®

Debt (ECA and commercialdebt)®
TOTAL FUNDS REQUIRED®

NOTES
1 Optimalmixbetween equity and debt to be established by the bidders
Amountsto be provided by the Bidders
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A Property and Land Acquistion Report hasbeen prepared by Jentech Consultants
Limited (the Property Consultant) following extensive mapping and database work
completed by the Jamaica Survey Department since 1999.

The amount of property required forthe implementation of the entire Project (both
Phases) hasbeen esimated to be approximately 23,830 hectareswhich iscurrently
subdivided into 1,826 land parcelsthat are underthe ownership of eitherthe Government
of Jamaica, individualsand/or corporations.

Of the totalamount of the land requirement, 35%iscurrently underthe control of the
Government of Jamaica through itsvarious Departmentsand Agencies. The Government
of Jamaica intendsto passthe right to use thisland to the Developervia appropriate
agreementsthat are to be executed between the variouspublic sectorland ownersand
NROCC forthe exclusve and beneficial use of the required extent of the public properties
for highway purposes.

With respect to Phase 1, totalland required, according to the lllustrative Solution, has
been egimated to be 8,630 hectares. The ownership of thisland isasfollows:

Government
43%

Private
57%

With respect to Phase 2, totalland required, according to the lllustrative Solution, has
been egimated to be 15,200 hectares. The ownership of thisland isasfollows:

Government
32%

Private
68%

It isthe responsibility of the Grantor and the Government of Jamaica to make available
and/or purchase additionalland asmay be required forthe implementation of the
Project. The Grantor hasembarked upon an active land acquisition program for all the
land required for the construction of Phase 1 in the lllustrative Solution prepared by Dessau
Soprin. Thisprogram isdescribed in the next section.

LAND ACQUISITON PROCESS

The Government hasstarted to pursue a syssematic and effective land acquistion
program whereby the land required for Phase lisacquired on a timely basis. 548 such
parcelshave been identified forthe construction of the Phase 1.

The NROCC isthe agency that doesthis. It iswholly owned by the Government of
Jamaica. NROCC willestablish a land acquisition task force (the 2Land Task Force?) to
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manage, co-ordinate and carry out the land acquistion process. The Land Task Force will
be provided with an appropriate budget to retain in-house legal counsel, land surveyors,
appraisers, mediatorsand advisers.

With respect to privately-owned property within the limitsof the required right-of-way, the
following acquisition procedureswillbe followed by the Land Task Force:

Establish and set-out the exact centreline of the right-of-way and limitsof land required
based upon the horizontal alignment defined in the lllustrative Solution adjusted for
actual field conditionsencountered

Perform a legal survey of each parcelto be acquired
Prepare a parcel plan showing the limitsof the property required

Prepare a Property Valuation Report in co-ordination with the Land Valuation
Department

Present offersto the property owners
Execute land transferagreementsand assume vacant possession of the properties

The Government of Jamaica intendsto use variousmeansof compensation for the
acquistion of landsalong the corridor. These include:

Cash purchase
Svapping of lands
Land Bonds

In the event that a property ownerdoesnot agree to the recommended offer,and a
negotiated settlement isunlikely, the mattercan be resolved in the following manner. The
Government can initiate expropriation proceedingsin accordance with the Land
Acquisition Act, 1947 and asamended. The procedure isasfollows:

The Ministerresponsible for Crown Lands, if it appearsto him that any land isrequired for a
public purpose willcause a notice to that effect to be published in the Gazette and serve
a copy of such notice on the owner of the land and the Commissioner of Lands
(BCommissioner®) shall cause notice of that notification to be posted at the locality.

The Minister will authorise hisofficersto go onto the land to ascertain whetherthe land is
suitable for the purposesforwhich it isrequired, to carry out surveysand to delineate the
boundariesof the land to be taken.

When the Minigter issatisfied that the land isin fact suitable, he willissue a declaration to
that effect and instruct the Commissioner to take proceedingsto acquire the land.

The Commissioner willthen cause the land to be surveyed and valued and enterinto
negotiationsforthe purchase of same by negotiationsand agreement (private treaty).

If there isno agreement by private treaty within a reasonable time (reasonablenessto be
determined by the Commissioner of Lands), the Commissioner will invite all interested
persons (by way of noticesserved on occupantsof the land and posted at convenient
placeson or nearthe land) to present to him in writing at a specific time and place, the
nature of theirinterestsin the land and the amount and particularsof their claimsto
compensation of such interests.

On the day specified, the Commissoner will enquire into the value of the land and the
interestsof the personsclaiming compensation and will make an award asto the true
area of the land, the compensation for the land and the apportionment of the
compensation to the personsinterested.
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Any interested person (2interested® asdefined in the Act) who isdissatisfied with the
award may within a specified time request that the Commissioner refer the matter for the
determination by the Supreme Court of Judicature of Jamaica.

The Minister will direct the Commissioner to take possession of the land and at the time the
Commissionertakespossesson the land willbe vested in the Commissioner of Landsand a
notice to that effect willbe published in the Gazette.

Afteran award hasbeen made, the Commissoner shall pay to the personsinterested the
compensation awarded. If the personsinterested do not consent to the award; orif there
isno one to transferthe land; orif there isany dispute asto the right to receive
compensation orasto the appointment of it, the Commissioner willdeposit the amount in
the Supreme Court of Jamaica.

In the case where a property ownercannot be identified or if the ownership of the
property isin dispute, the property willbe acquired under provisons of the Land
Acquisition Act, 1947.

Underthe scenario where a property hasbeen legally acquired but vacant possession is
not provided, the Government of Jamaica will evict squatterspursuant to the provisonsof
the Land Acquisition Act, 1947.

The Government isnot required by law to resettle personswho have been disrupted/
uprooted/ displaced due to land acquistion. The law only requiresthat they be
compensated. In addition, only those personswho can show either a registered
Certificate of Title or some other meansof legal ownership are entitled to compensation.
llegal occupantgsquattersare not so entitled.

The land acquistion processhasalready started with respect to publicly controlled lands
which willbe acquired by the Commissioner of Landsand subsequently vested in NROCC.
J$2.5 billion, a portion of which willbe met by land swap and land bondshasbeen
budgeted formanagement, administration and property acquisition purposesfor Phase 1
land to the end of 2001.

Extensive survey work isscheduled to begin in the Fall of 2000 and be substantially
complete within sx months. Survey work, land acquistion and resettlement planning will
be focused on Phase 1 initially with the goal of having Property Valuation reportsand
formal offersin place by 30 November 2000 and all required property underthe control of
NROCC by 31 March 2001. Phase 2 propertieswill follow with all required property under
the control of NROCC by 31 March 2002.

PERMITS AND APPROVALS

Forthe Developerto go ahead and commence the construction of the Project, the
following necessary authorisationsmust be obtained:

1. An Environmental Permit to be issued by the Natural ResourcesConservation Authority
(BNRCA®), and

2. The approval of the Chief Technical Director of the Ministry of Transportation and
Works

NRCA isthe lead agency responsible forenvironmental management in Jamaica. The
Environmental Permit and License (P&L) System, introduced in 1997 isad ministered by the
NRCA, and isa mechanism to ensure that all Jamaican facilities (developments) meet
required standardsin orderto minimise negative environmental effects. A permitis
required by alldevelopmentswhich fall within a prescribed category. Highway
Construction islisted asa prescribed category underthe P&L System. A Permit Application
must be submitted to the NRCA along with a Project Information Form (PIF) and
submission of an application fee of J$1000. A PIFhasalready been prepared and
submitted to the NRCA for the Highway 2000 Project. Additionally, there hasbeen on-
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going dialogue with the NRCA and they have endorsed the current approach taken so
farregarding the environmental aspectsof thisproject.

Both Permitsand Approvalsare specific to the Developerand must be based upon the
actual proposed undertakings. These permitsrequire the submission of specific
applicationsin which the Developerhasto present detailsof the proposed worksin
connection with the section or element of the Project and itscorresponding Phase to
which the Permit applies. The purpose of the Environmental Permit isto demonstrate that
the Developer hasexplicitly considered environmental issuesand hasformulated a
strategy to deal with environmental mattersduring all sagesof the Project. The purpose
of the Approval by the Ministry of Transportation and Worksisto ensure that the Project is
desgned inaccordance with the applicable criteria and the required standards.

In orderto reduce uncertainty related to the Environmental Permit, the Grantor has
prepared a Srategic Environmental Assessment (the 2SEA°) that wasextensively
referenced by DSduring the preparation of the lllustrative Solution. The lllustrative Solution
and the SEA have been submitted to the NRCA forreview and comment. A decison
regarding the extent of additional investigations, Environmental Impact Assessment and
public consultationsare required of the Developeraspart of the approval process.
Further detailsof the NRCA and itsprocessesisavailable at www.nrca.org.

Although the NRCA and the Ministry of Transport and Worksissue permitsrelating to
environmental considerationsand construction of highways, respectively, Local
Government hasjurisdictional authority overlocal infrastructure and development issues.
The permitting processhasbeen initiated with the Parish Councilsthrough meetingsand
discussons. A permit willbe required from each Parish Councilin respect of the highway
crossing existing parochialroads, upgrading of roadsor provison of arterial connections
to the highway. There are no legal requirementsat the community level, but community
sentiment isanticipated through the NRCA process.

The SEA, which isan assessment of policies, plansand programmesat the strategic levelis
not a formal requirement of the NRCA at thistime. However, because of the scope and
the nature of the project an SEA wasrequested by the executing agency forthe project,
the Development Bank of Jamaica Ltd. The SEA wasconducted in two phases. Phase 1
comprised an overview of current environmental conditionsin Jamaica and along the
proposed corridor, a resource assessment within the proposed corridorand a review of
relevant legidation. Phase 2 comprised an identification of highly sensitive areas,
invegtigation of variousoptionsand alternativesforthe alignment, identification of
potential positive and negative impacts, recommended mitigation measuresto minimise
negative impactsand recommendationsexternal to mitigation measures. The SEA
identified the major environmentalissuesand siteswhere project level Environmental
Impact Assessments (BEIAs®) are recommended. Project level assessmentswill be required
forthe final permit and willbe the responsibility of the Developer.

Termsof Reference (ATORs®) forthe EIA must be prepared and submitted to the NRCA as
wellasrelease of a Public Notice. If the TORsare accepted by the NRCA, the EIA isthen
conducted and submitted to the NRCA and a second Public Notice isgiven. Review of
the EIAisdone by a Technical Committee and the Board of Directors. If the BA isfound to
be acceptable then a Permitisgranted by the NRCA Board. The project must be
implemented according to termsand conditionsof approval and the NRCA monitors
compliance.

The validity of a permit isind efinite. However, if a permit isnot used within five yearsafterit
isgranted, a new application must be made.

The purpose of the SEA wasto prepare an inventory and preliminary assessment of natural
and social environmental conditionsalong the proposed corridor. Thisinformation was
used to help select an optimum location forthe highway Right-of-Way, interchangesand
related infrastructure. In addition, the SEA willbe used by the NRCA to help assessthe

EF(; Section 5: Land acquistion and permits 36

Fnancial Services



PRELIMINARY INFORMATION MEMORANDUM.DOC

extent of additional environmental work that willbe required of the Developerin orderto
obtain an Environmental Permit.

The Ministry of Transportation and Workshasbeen extensvely involved in the review of the
llustrative Solution. The Chief Technical Director hasalready signed-off on the Design
Criteria that are included in the Core Requirementsthat are defined in the RFP. It is
expected that the Approval of the Chief Technical Director willbe granted in a timely
manner provided that the Developer sdesign doesnot substantially vary from the Core
Requirementsand the intent of the lllustrative Solution.

Other permitsthat are required relate generally to obtaining the permission of utilitiesand
property ownersto interfere with the quiet enjoyment of their assets. In particular, the
permisson of the localroad authority of each Parish Councilor Corporation must be
obtained priorto undertaking any workswhich impact on localroadsor movement of
traffic.
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NRCA permitand licence application process
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OVERVIEW OF THE PERMIT APPROVAL PROCESS

Grantor Local Parish Government | Developer Ministry of Transport
Process Approval of the Issuance of permitsfor Identification of Sgn off on Design

lNustrative Solution— each Parish Environmental issuesand Criteria

2 Phases recommendationsfor

ElAs, prepare TORs

Deliverable SEA Permits Environmental Permit Approval
Satus Granted Initiated and ongoing To be arranged To be arranged
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In orderto permit the construction and uninterrupted operation of Highway 2000, it willbe
necessary for existing utiltiesto be diverted from their existing locationsin the corridor
where Highway 2000 isto be consructed (the 2Utilities Diversionary Works?). These utilities
include:

Utility Utility owner Restrictions on carrying out utility work

Water
National Water Commission Can be carried out by Developer

provided carried outin accordance
with Utility Owner' sguidelines

Irrigation
National Irrigation Commission  Can be carried out by Developer

provided carried outin accordance
with Utility Owner' sguidelines

Telecommunications
Cable & Wireless and other Utility Owner must carry out line work;

telecommunication providers civilworkscan be carried out by
Developer/Grantor

Bectricity
Jamaican Public Service Canonly be carried out by an

Company authorised contractor

The particular utiltiesto be diverted willobviously depend on the final alignment of
Highway 2000. The Developer willbe responsible for coordinating and paying for the
relocation of all utilitiesthat are affected by the Projectincluding those identified in the
Utility Relocations Report to the extent that existing service levelsare maintained.

Itisenvisaged that some Utilities Diversionary Worksmay be carried out following
execution of the Concession Agreement and priorto Fnancial Close. If thisisthe case,
payment arrangementswillbe developed to compensate the Developerforthe costsof
the Utilities Diversionary Worksin the event that Fnancial Close isnot achieved.

The Developer shallin the carrying out of those worksbe obliged to ensure the
continuance of the supply of Utilities.

The preliminary estimate of the cost of utility relocation isUS$8.12 million.
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The Project willbe implemented asa combination of build, operate, transfer (BOT) and
public/private partnership (PPP°) schemes. A concession willbe awarded to a
consortium on a competitive tender basisto final design, construct, operate and maintain
the Project fora period spanning thirty five yearsfrom the date of the Concession
Agreement.

Consistent with the financing structure of the vast majority of toll highwaysin developing
countries, the Project revenueswill not be sufficient to coverthe fullcost of interest and
amortisation of the project debt, operation and maintenance expenses, and provide a
return on equity to the private sectorinvestorsand shareholders. Asset out in Section 4 of
thisPIM, cashflow support (the 2PSC°) will be required periodically (annually or otherwise)
from the Grantorto supplement the Project cashflows.

THE GRANTOR

The National Road Operating and Construction Company (NROCC) isa limited liability
company incorporated underthe CompaniesAct of Jamaica whose sole purpose isthe
direction and adminigtration of all activity and operationsrelated to the design,
congtruction and operation of the Project.

The organisational structure of NROCC comprisesa Board of Directors, a Chief Executive
Officer, with support staff of technicaland administrative personnel. ltsofficesare located
at the RK. AdamsBuilding, Grenada Crescent, Kingston 5, Jamaica.

Following the acquistion by the Commissioner of Lands, all landsrequired for the
consruction of the Project willbe vested in NROCC.

NROCC isthe company which willinterface with the prospective bidderson all matters
concerning the Project and, following the determination of a successful bidder, isthe
party which willbe responsible for negotiating and executing the Concession Agreement.

Construction of the Project and all activitiesrelating thereto willbe monitored by NROCC
in conjunction with the Ministry of Transport and Works.
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The Grantor will enterinto the Concesson Agreement with the Preferred Bidder. This
agreement will set out the obligationsof the Developer, both to construct Phases1 and 2
and to operate and maintain those Phasesaswell asthose of the Grantor vis-a-visthe
Developer.

The contractual structure which each Bidder choosesin orderto meetitsobligations
underthe Concession Agreement willbe at the discretion of that Bidder, but it is
anticipated that the Developerwill enterinto separate fixed price, lump sum turnkey
contractswith a contractor (the 2Contractor®) in respect of the construction of Phases1
and 2.

The operation and maintenance of the Project willbe managed underan operation and
maintenance contract covering both Phases, although itisconceivable that there may
be separate operation and maintenance contractsin respect of Phases1l and 2 and also
that the operation activity and major maintenance activity may be splitinto separate
contracts. The term of the operation and maintenance agreement willbe determined by
the Developer, howeveritisexpected that it willbe long term, possbly matching the term
of the concesson agreement.

To the extent that any Bidder proposesan alternative structure from that described
above, the Grantorwillneed to be satisfied that the Grantor can, in the event of the
termination of the Concession Agreement, should it choose to do so, procure the
continuance of the construction and the O&M servicesbeing provided to the Developer.

Although the detailed termsof the Developer scontractswith itscontractorswill primarily
be a matterforthe Developerto determine, those termswill neverthelessbe subject to
the approval of the Grantorwho will need to satisfy itself that those contractsdo not
contain provisonswhich would make the exercise of the Grantor®@step-in right either
unworkable or prohibitively expensive norwould they result in excessve payments
becoming due from the Grantor. The Grantor willalso be concerned to check that any
commitmentscontained in the successful Bdder stenderhave been reflected in those
agreements.

There isprovison fora direct agreement to be entered into between the Developer®
lendersand the Grantor. The direct agreement will provide for the lendersto the
Developerto have certain step-in rightsto take overand replace the Developerand
rectify any problemsthat there may be inthe concession. Those rightswould arise in two
circumstances. Frstly, if there were to be an event of default underthe Concesson
Agreement, entitling the Grantor to terminate the concesson and secondly, if the
Developerwere in breach of the termsof itscredit agreement with the lenders, entitling
the lendersto enforce their security.

There willalso be direct agreementsentered into between the Grantorand the major
sub-contractors, which will give the Grantor certain rightsin relation to the main
subcontractsin the event that the Concession Agreement were to terminate.

There willbe additional contractualarrangementssuch asland leasesorequivalent
arrangementsgranting the Developer provison, title or right to use the land necessary for
the construction and operation of the Project.
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Thissection summarisesthe key provisons of the draft Concession Agreement for the
Project dated August 2000 and should be read in conjunction with Section 8 on risk
transfer. It should be noted that the concession agreement distributed to biddersisa draft
and while indicative of the likely termsagainst which bidderswillbe expected to bid is
neverthelesslikely to change before bid submission. Clearly, negotiationswith the
preferred bidderwillalso impact on the termsof the finalised contract.

Parties

The agreement willbe entered into between a Jamaican limited liability company
egablished by the winning bidder (the 2Developer®) and the National Road Operating
and Constructing Company (the 2Grantor®).

Conditions precedent and Phasing

The essential provisonsof the agreement willnot come into force untildelivery by the
Developerto the Grantor of the project agreements (essentially the construction contract
and the operation and maintenance contract) and the finance agreements. The
Developerwillalso have to confirm that it hastaken out certain insurancesand that its
financing isunconditional. Included in the required project agreementswillbe direct
warrantiesfrom the contractorand the operatorin favour of the Grantor. The Grantor will
also enterinto a direct agreement with the lendersto the Developerunderwhich the
lenderswill have certain rightsto intervene and attempt to remedy a failing project
before the Grantorisable to exercise any rightsto terminate the agreement. If the
Developer failsto satisfy these conditionsby a specified date, the Grantorwillbe able to
demand payment undera performance bond.

Following satisfaction of the conditionsreferred to above, the Developer will be required
to complete Phase 1 by a specified date. Liquidated damageswillbe payable fordelays
in achieving that deadline and ultimately the grantorwill be entitled to terminate the
agreement for prolonged delay.

The Developerwillnot be required to commence work on Phase 2 until certain further
conditionsare satisfied, namely the Grantor having available to it the necessary lands
and funds. Biddersare also invited to notify any other conditionsthey would need to see
satisfied. If the Developerfailsto commence workson satisfaction of these conditionsthe
Grantorisentitled to claim itscosts (subject to a cap) of procuring that the Phase is
completed by another party. To give the Grantor flexibility the agreement providesthat it
may require the Developerto complete only some of Phase 2. Aswith Phase 1, Phase 2
must be completed by a certain deadline after the satisfaction of these conditionsand
the same remediesfordelay are available to the Grantor.

Concession period

Subject to the rightsof either party to terminate the agreementin accordance with its
terms, the Developer willhave the right to operate the road for 35 yearsfrom the date on
which the agreement issigned.

Construction obligations

The Developerwillbe obliged to construct the road in accordance with a number of
criteria. Frst, the road will have to satisfy certain core requirements. These willbe specified
asoutputs, mainly a functional description of the road asrequired by the Grantorand the
Developerwillbe solely responsible for ensuring that the road when built, conformsto
these requirements. Second, the Developerwillbe obliged to construct the road in
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accordance with an agreed specification and preliminary design. Thiswillenable the
Grantorto have a clearidea of how the Developer will satisfy the core requirements. As
part of thisprocessand to satisfy the Grantorthat the Developer willmeet the core
requirements, the Developerwillbe required to submit detailed desgn documentation for
approval by the Grantor priorto starting work on each section. Nonetheless, thiswill not
relieve the Developer from itsoverall responsbility for ensuring that the core requirements
are satisfied.

Thirdly, the Developer must conform to good engineering practicesin carrying out its
consruction and must also comply with a construction timetable although, subject to
achieving the overalldeadline forcompletion of the road, it isentitled to vary this
timetable.

Land

The Grantorundertakesto provide specified stesto the Developer free of charge
provided that those requirementsfall within the alignment and width of the Project
corridordefined in the lllustrative Design and Construction Solution. If any land in addition
to these specified stesisrequired, it willbe the responsbility of the Developerto obtain it.

Permits

The Developerisobliged to carry out itsobligationsin compliance with statutory
requirementsand consents. The Grantorundertakesto use reasonable effortsto assist the
Developerto obtain certain specified consentsincluding the environmental permit and
the approval of the Chief Technical Director underthe Main RoadsAct, provided that
those requirementsfall within the alignment and width of the Project corridor defined in
the lllustrative Design and Construction Solution. All other consentsare the responsbility of
the Developer, although the Grantorundertakesto assist the Developerin obtaining
these.

Responsibility for clearance and diversion of existing utilitieswillbe apporntioned between
the Grantorand the Developerasset out in section 5 of thisPreliminary Information
Memorandum.

Operation and maintenance

Aswith itsobligationsasto construction, the Developerisobliged to operate and
maintain the road so asto achieve certain specified outputs. It isalso required to operate
inaccordance with certain detailed proceduresbut remainsresponsble, notwithstanding
compliance with those procedures, for ensuring that the core operation and
maintenance requirementsare met.

Payment mechanism

The Developerwillobtain itsrevenuesfrom three sources:

It will be entitled to all tollrevenues, subject to the tolling policy set out in section 8 of
this Preliminary Information Memorandum

It will be entitled to revenue from permitted secondary developments—biddersare
invited to specify these in their bids

The Grantor will provide Public Sector Contribution; the amount of thiscontribution will
be a key element in the evaluation of the bidssubmitted

Additional time and money

In certain circumstances, the Developer willbe entitled to additional money and allowed
additional time either within which to complete construction orasan extension to the
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concession period. The circumstancesin which these additional rightsarise are set out in
Section 9 on Risk Analysis.

Subject to these provisonsfor extension of time, the Developerwillbe penalised forlate
completion asset out above.

Termination

SQubject to significant grace periodsthe Developer may terminate the entire agreement
orone phase only if the Grantor failsto make required paymentsorifitbecomes
impossible for the Developerto perform the Agreement because of a discriminatory
change in law. In such circumstancesthe Grantorwillbe obliged to pay to the Developer
an amount equalto the aggregate of the debtincurred by the Developer and the equity
contributed to it togetherwith the Developer'scostsarising from the termination. The
Developer may also terminate where a change of law makesit impossible forit to
continue the project.

The Grantor may terminate the entire agreement or one Phase only, subject to the
lenders step inrightsand to grace periods, in the event that the Developerbreachesits
obligations. In such circumstances, the Grantorwillbe obliged to pay between 70%and
85% of the debtincurred by the Developerdepending on whether the termination occurs
during or afterthe construction period. It willalso be calculated differently in the case of
each Phase, reflecting the different financing structures. In the case of Phase 1 the
payment willbe calculated asa proportion of the Developer@seniordebt. In the case of
Phase 2 the payment willalso be a proportion of the Developer@debt but the Grantor will
also be entitled to deduct from thissum itscost (subject to a cap) of procuring that Phase
2iscongructed by anotherparty.

The Grantor may also terminate the entire agreement orone Phase only where a force
majeure event preventsthe continuation of the project for a significant period of time. In
such circumstancesthe Grantorwillbe obliged to pay to the Developerthe whole of the
debtincurred by it.

Handback

The Developerisunder cerntain obligationsto ensure that the road isreturned to the

Grantor at the end of the concession period in a useable condition. Provisonsare

included in the agreement to allow for examination of the road in good time priorto the

end of the concession period and to require the Developerto provide financial security to

the Grantorthat these obligationswillbe complied with.

Other Developer obligations

The Developerissubjectto a number of otherancillary obligations, including obligations
To maximise the use of Jamaican personneland materials

To comply with the directionsof the Grantorin relation to any archaeological finds

To provide reasonable levelsof information about, and accessto, the project at all
times

To co-operate with the Jamaican police and otheremergency servicesand deal with
traffic obstructions

To maintain specified levelsof insurance
To indemnify the Grantoragainst claimsand lossesarising in relation to the road

Confidentiality
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Other Grantor obligations
The Grantorisundera numberof otherancillary obligations, including
Providing appropriate enforcement, traffic control and emergency services

Compensating fora revenue shortfall arising from the implementation of competing
transport projects

Granting the necessary rightsto the Developerto allow it to collect tolls
Providing certain tax exemptionsand tax holidays

Confidentiality

Governing law and jurisdiction

The concesson agreement willbe governed by Jamaican law. Disputeswillbe resolved
by arbitration held outside of Jamaica underthe rulesof Conciliation and Arbitration of
the International Chamberof Commerce.
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The Government of Jamaica appointed Seer DaviesGleave (2SDG°) in September 1999
to act asthe Project'straffic and revenue adviser and assessand establish the Project's
revenue generating capacity.

DG hasdeveloped a 2traffic capture model® to establish demand and revenue
forecastsforthe Project. Roadside interviews, traffic counts, traveltime surveysand stated
preference research have been conducted to estimate traffic and revenue to be
generated by the Project.

The research showsthat a relatively high proportion of passengercarand commercial
vehicle userswill place a premium on time savings, safety, comfort and reliability factors
generated from the Project. Therefore, even when the innovation of tollsfor use of the
Projectisintroduced, a high percentage of carand commercial traffic willuse the new
toll highway in preference to othercorridors.

Highway 2000 will be the first Toll Highway in Jamaica. In June 2000, the Project
Development Unit of Highway 2000 commissioned USbased Johnson Survey Research Inc.
to conduct a survey among prospective usersof the highway to ascertain the level of
acceptance ofthe concept of charging tollson the local road syssem. Johnson Survey
Research Inc. hasconducted surveysfor Mobil Oil, Phillip Morris, Consolidated Edison, the
New York Post and several private and public sectorcompaniesin Jamaica. The results of
thissurvey show great support for the Project and the toll syssem among the Jamaican
population.

Factorswhich will influence the choice of route (the Project versusexisting road options),
include

The relative timesconsumed in making the journey
The value to the traveller of saving that time (commonly known as®the value of time®°)

The perceived comfort and safety benefitsof using the new road instead of the
existing competitor (®the motorway bonus®)

BEHAVIOURAL PARAMETERS

The lattertwo parameters, referred to asthe 2Behavioural Parameters®, were estimated
by Seer DaviesGleave using the Sated Preference Survey method. The survey was
analysed and valuesof time calculated for private cardriversfor three journey purposes—
commuting, businessand other purposes. The busnesscategory usually hassignificantly
different valuesof time, whereasthe groupswithin the other categories(personal
busness, leisure, etc.) and commuting usually have smilarvaluesoftime. Forthe heavy
vehicles(orcommercial), a value equivalent to twice timesthe parameter of business
travelwasadopted.
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Present day movementsbetween Kingston and Sanish Town are high (nearly 60,000
vehiclesperday). There are very significant commuter movementsbetween these two
zones, aswellassubstantial other busnessand leisure movement. The movements
between the other zonesare considerably lower—with imporntant flowsalong the south of
the isand between Kingston and Mandeville, and only minor flowsacrossthe isand, to
Montego Bay and Ocho Rios. While thispattern of movement doesin part reflect the
pattern of economic development in Jamaica, it also reflectsthe very poortransport links
between the north and south coasts, which have served to distort the travel patterns
(both forgoodsand freight) and suppresstrips.

Reflecting both the importance of the KingstontSpanish Town flowsand the structure of
the existing transport networks—whereby almost all of the traffic leaving Kingston can only
use one highway—the flowson the Mandela Highway immediately to the west of Kingston
are high. After that point, they fall significantly—with approximately 11,000 vehiclesper
day moving between Sanish Town and Mandeville.

The presentroadsbetween Mandeville and Montego Bay carry some 7,000 vehicles, while
the Spanish Town+Ocho Rioscarries 11,000 vehiclesperday.

Base year traffic (1999)

Fom To Weekday Weekend
Kingston S anish Town 59,586 50,283
S anish Town Mandeville 11,966 11,865
Montpellier Montego Bay 7,483 6,702
S anish Town Ocho Rios 11,133 9,325

SOURCE Traffic countsDessau Soprin 1999

TIMESAVINGS

The Project will parallel much of the existing trunk road network—providing very significant
time savingson most key movements. The following table setsout the likely time savings
that willbe achieved using the Highway, compared with the timesat present achieved
on the existing road.

Time savings

Fom To Existing time New time Savings

Kingston Sanish Town 50 14 36
Old Harbour 81 17 64
May Pen 106 29 77
Mandeville 151 42 109
Montego Bay 242 104 138
Ocho Rios 139 58 81

Mandeville Ocho Rios 176 73 103

DEFG

In addition, the Project will offer a very significant benefit in road surface and geometry,
leading to important benefitsin safety, operating cost and in comfort. The reduction in
conflict in different typesof road traffic—together with the complete freedom to
overtake—willhave a very majorimpact on travel safety: it will also serve to reduce
dramatically the unreliability in travel times.
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In-scope traffic isdefined asthe traffic that would use the new road if it were free. Thus
thistraffic can be seen asthe target market forthe new facility. It isimportant to note that
In-scope traffic doesnot include the (essentially local) traffic that would continue to use
the parallel routes, even if the tollroad were free. Thistraffic cannot be attracted to the
new road. In generalterms, some one third of the traffic at present observed on the
exigting road willnot be In-scope traffic, and willin allcircumstancesremain on the
existing road.

The following table setsout the In-scope traffic foreach link of the project:

In-scope traffic

In-scope traffic

Sections Light Heavy Total
KINGSTON—MONTEGO BAY

Sanish Townb Kingston 32,620 3,203 35,823
Bushy Pk (jc)B Spanish Town 12,638 1,793 14,431
Old Harbourb Bushy Park 10,867 1,493 12,359
May Penb Old Harbour 9,071 1,386 10,457
Clarendon Pkb May Pen 5,273 836 6,109
Williamsfieldb Clarendon Pk 5,548 937 6,485
Mile Gullyb Williamsfield 2,935 580 3,515
(Mandeville)

Balaclavab Mile Gully 2,621 509 3,130
Maggoty+Balaclava 2,633 512 3,145
YSRiverb Maggoty 2,497 505 3,002
Cambridgeb YSRiver 2,351 471 2,822
Montepelier® Cambridge 2,738 461 3,198
Montego Bayb Montpelier 4,510 436 4,947
BUSHY PARK (Jc)-OCHO RIOS

Bushy Pkb Bog Walk, Linstead 2,802 512 3,314
Bog Walk, Linsteadb Ewarton 2,461 432 2,893
Ewartonb Moneague 2,382 410 2,792
Moneagueb Claremont 2,382 410 2,792
Claremontb Ocho Rios 2,309 386 2,696

Analysisof the predicted traffic flowssuggeststhat all traffic from Kingston, Spanish Town
and the south coadal strip of the Isand heading for Montego Bay will use the new
highway between Mandeville (Wiliamsfield) and Montego Bayb rather than either using
the southern route through Bamboo Avenue or going north from Sanish Town, and then
along the north coastroad, asit doesat present. However, it can also be clearly seen
that, in the base year, the very great majority of usage of the road willcome from
relatively short distance tripsbetween the majortownsand citiesalong the southern side
of Jamaica.

TRAFAC CAPTURE

The application of the traffic capture modelrelieson the assessment of both the benefits
of the new roadb in termsof time saving, safety, comfort and reliabilityb and the
valuation that travellersplace on each of these parameters. The following table
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summarisesthe coefficient valuesdeveloped for thisstudy, which are then applied to the
capture model.

Behavioural coefficientstable
Value of time (US$/hour)

Business Commuting Other Heavy goods

3.81 2.61 2.53 7.61

Motorway bonus

(perkm) Light vehicles Heavy vehicles

Motorway bonus 0.03 0.06

The capture ratesthat willbe achieved by the new highway will, of course, depend on
the tollsthat actually apply. It hasbeen assumed that the tolled highway system willbe
operated asa fully closed system, with tollsset on a per km basis.

To determine the tolllevel that would be more appropriate for the Project, the running of
a number of iterative sensitivity testswere carried out. Analysisof the model outputs, and
the running of a number of iterative sensitivity tests, suggeststhatitis, in fact, appropriate
to charge different levels of toll on different sections of the road. The modelrunsreported
here are, therefore based on the following toll levels.

Toll levels (US$/ km)

Urban section Rural sections

Light vehicles 0.07 0.03
Heavy vehicles 0.19 0.06

According to other studiescarried out recently by SDG, the toll value of three cents/’km is
lowerthan those charged in rural tollroadsin otherdeveloping countries, such as
Colombia (H Vino-San Alberto: 4 centdkm) and Costa Rica (San Jose-Caldera: 3.6
centgkm). Forurban tollroadsthe valuesare more variable according to the congestion
conditionsof each city, forexample in Mexico it variesbetween 18 and 30 cents’km and
in Chile these are 611 centgkm.

It must be remembered that thiscapture rate reflectsthe traffic using the tollroad asa
percentage of the traffic that would use the tollroad if it were there. It doesnotinclude
allthe local traffic that would, underany circumstances, choose to remain on the old
route. In general terms, the Project willcapture between 56 percent. and 62 percent. of
thistotal.

The following table showsthe traffic that willbe captured on the Project in the base year
(1999/2000) under the tolling strategy asdefined above.

Traffic capture by section (% of In-scope traffic)

Sections Light vehicle Heavy vehicle

KINGSTON-MONTEGO BAY

Fanish TownzKingston 89 89

Bushy Pk (jc)tSpanish Town 73 72

Old HarbourtBushy Park 73 69

May Pen+Old Harbour 59 60

Clarendon PktMay Pen 65 67

Williamsfield+Clarendon Pk 64 69

Mile GullytWilliamsfield 62 74

(Mandeville)

BalaclavatMile Gully 66 77
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Maggoty+Balaclava 66 77

Traffic capture by section (% of In-scope traffic) (continued)

YSRivertMaggoty 65 77
Cambridge+YSRiver 71 7
MontepelierrxCambridge 61 74
Montego BaytMontpelier 64 69

BUSHY PARK (Jc)-OCHO RIOS

Bushy Pk+Bog Walk, Linstead 54 60
Bog Walk, Linstead+Ewarton 60 67
EwartontMoneague 61 70
MoneaguezClaremont 61 70
Claremont+Ocho Rios 60 68
TOLL REVENUE

The following table setsout the revenue that willbe generated from tollsunder these
assumptions.

Annual revenue by section (US$000s)

Sections Lightvehicle  Heavy vehicle Total
KINGSTON-MONTEGO BAY

Fanish TownzKingston 3,717 851 4,568
Bushy Pk (jc)xSpanish Town 2,501 829 3,330
Old HarbourtBushy Park 1,294 404 1,698
May PenzOld Harbour 1,892 677 2,569
Clarendon PktMay Pen 1,404 542 1,946
Williamsfield+Clarendon Pk 1,091 469 1,560
Mile GullyxWilliamsfield 221 88 308
(Mandeville)

Balaclava+Mile Gully 310 120 430
Maggoty+Balaclava 215 83 298
YSRivertMaggoty 142 58 200
CambridgetYSRiver 366 135 501
MontepeliertCambridge 129 42 171
Montego BaytMontpelier 314 56 370
BUSHY PARK (Jc)-OCHO RIOS

Bushy Pk+Bog Walk, Linstead 266 93 359
Bog Walk, Linstead tEwarton 220 75 295
EwartontMoneague 258 88 346
MoneaguezxClaremont 122 42 164
Claremont+Ocho Rios 163 53 216
TOTAL 14,624 4,706 19,330

PORTMORE CAUSEWAY TRAFHC FORECASTS

The figuresshown above do not take account of the construction of an alternative
accessto Old Kingston and the Port of Kingston via the Portmore Causeway.
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When the traffic analysiswasinitiated, it wasanticipated that Highway 2000 would only
include the northern connection of the highway into the Mandela Highway. Snce then, it
hasbeen decided that the scheme should also incorporate the proposed development
of an upgraded facility acrossthe Portmore Causeway. A new bridge with six laneswill
replace the existing two-lane Hunt'sBay Bridge. A toll willbe charged to crossthe bridge.

Although no survey field and data collection work wasdone on the Causeway, by
making use of traffic count data available and applying the Capture Model explained
before, Seer DaviesGleave produced estimatesof traffic capture for thisnew route.

Thisdevelopment willupgrade the Portmore Causeway itself, and allow two way flows
between Portmore and Kingston at alltimesof the dayb rather than requiring tidal flows
asat present. Seer DaviesGleave anticipatesit will carry significant volumes of traffic,
and generate significant extra revenue. It hasbeen estimated that nearly 30% of the total
traffic between Kingston and Portmore will favour the Causeway, with a toll value of US$1
perround trip.

Traffic forecasts Portmore Causeway (Year 2000)

Portmore Causeway-old bridge 45,000
Mandela Highway 60,0002
TOTAL TRAFHC PORTMOREKINGSTON 105,000
In-Scope traffic Portmore Causeway 57,0000
%capture of In-scope traffic 67%
% capture of total traffic 36%
Total captured traffic/day 28,229
NOTES:

1 Manualtraffic count data from MOTon 6 January 2000

2 Countscarried out at Ferry by Dessau Soprin 1999 (manual and classified)

3 Considering that 25% of traffic with origin/destination Portmore, Spanish Town and Downtown/ East of
Kingston, that now usesMandela Highway, would now favourthe new road

TRAFFC GROWTH

Little data exists establishing traffic growth patternsin Jamaica in recent years. A general
rule of thumb often applied in traffic forecasting in developing economiesisthat growth
of traffic isrelated both to a small trend factorand to rate of growth of average per
capita income of the region.

On the bassof theirexperience and taking relevant Jamaican micro and macro
economic factorsinto consideration, Seer DaviesGleave hascalculated annual base
traffic growth asfollows

Annual traffic growth = 1%+ (1.5xannual percapita GDP growth rate)

Assuming a rate of real growth in percapita income of 2% perannum, the underlying
annual traffic growth rate isestimated at 4%.

Once the road hasbeen constructed, improved accesswillhave majorimpact on
patternsof movement and numbersof tripsmade (traffic induction). It will also
significantly change the cost of accessand egressfor both passengerand freight
movements; thiswill lead to a significant growth of traffic above the trend 4%. It is
therefore assumed that for the first five yearsof the project, overall traffic levelson the
Project willgrow at 10% perannum. After five years, traffic growth isprojected to fall to 5%
perannum, with a furtherreduction to the trend 4% perannum after 2015.

Traffic growth

Period (% perannum)
1999+2003 4
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20042008
20092015
2016+2033

10

5
4

In the capture model prepared forthe Project, the behavioural coefficientshave been
edgimated forthe year 2000. It isexpected that asrealincome increases, both value of
time and wilingnessto pay (both fortime savingsand to avoid unsafe orunpleasant

travel conditions) willincrease.

Additionally, the ratesof capture estimatesare based on the respective predicted travel
conditionson the Project and competing roads. Because of the high design standards,
quality and capacity of the Project, travelling conditionson thishighway will not change
significantly with projected traffic increases. On the other hand, travelling conditionson
competing roadsare expected to deteriorate significantly with increasesin traffic.

These factorscould influence even higher utilisation of the Project.

The revenue and traffic estimatesprepared to date by Steer DaviesGleave do not
include egimatesofinduced traffic resulting from the other Millennium projects. Such

revenue willbe incrementalto the above projections.

On the bassof these growth rates, Seer DaviesGleave egimatestraffic revenuesas

follows

Revenue (UStm p.a.)

Year Portmore Causeway Phase 1 Phase 2 Total

2003 5,398 16,024 21,422
2004 5,938 17,627 23,564
2005 6,532 19,389 25,921
2006 7,185 21,328 8,877 37,390
2007 7,903 23,461 9,765 41,129
2008 8,694 25,807 10,742 45,242
2009 9,128 27,097 11,279 47,504
2010 9,585 28,452 11,843 49,880
2011 10,064 29,875 12,435 52,374
2012 10,567 31,369 13,056 54,992
2013 11,096 32,937 13,709 57,742
2014 11,651 34,584 14,395 60,629
2015 12,233 36,313 15,115 63,661
2016 12,722 37,766 15,719 66,207
2017 13,231 39,276 16,348 68,855
2018 13,760 40,847 17,002 71,609
2019 14,311 42,481 17,682 74,474
2020 14,883 44,180 18,389 77,453
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2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034

15,479
16,098
16,742
17,411
18,108
18,832
19,585
20,369
21,184
22,031
22,912
23,829
24,782
25,773

45,948
47,785
49,697
51,685
53,752
55,902
58,138
60,464
62,882
65,398
68,014
70,734
73,563
76,506

19,125
19,890
20,685
21,513
22,373
23,268
24,199
25,167
26,173
27,220
28,309
29,442
30,619
31,844

80,551
83,773
87,124
90,609
94,233
98,002
101,923
105,999
110,239
114,649
119,235
124,004
128,965
134,123

These estimatesare based on the assumption that the Phase 1 and Portmore Causeway
are complete and available fortolling in 2003 and that Phase 2 isfully operationalin 2005.
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The Grantorrecognisesthat if the Developeristo take traffic revenue risk then it needsto
be able to manage that risk which requiresthe ability to set tollsat what the Developer
consdersto be the optimallevel necessary to maximise the Project'srevenue potential.
On the other hand, the Government needsto ensure that tollsare not setin a manner
which would be discriminatory (orat a level which would trigger public disquiet) and is
therefore in the processof preparing legidation to addressthe setting of tollson
concession-based road projects.

Biddersshould assume that the Developerwillbe given a great amount of flexibility to set
the level of itstolls, thisflexibility being subject to the limitationsdescribed below.

Any increase in tollswillbe subject to the priorapproval of the Regulator. Thisformal
approval procedure isseen asbheneficial to the Developerin imposing an independent
third party between the Developerand membersofthe Jamaican public who, but for the
presence and dutiesof the Regulator, may seekto challenge any such increase in tolls.

Aspart of the regulatory approval process, a maximum amount willbe approved by the
Government at the start of the Concession Agreement applicable to each of the
separate traffic categoriesidentified in the traffic consultant®report already circulated to
Bidders. Thismaximum amount willbe subject to escalation orde-escalation throughout
the life of the concesson by reference to an agreed index (which index willalso be set by
the Government at the same time asthe amount isfixed).

The Regulator'sconsent to anincrease in the levelsof tollsabove thisindexed ceiling can
be withheld at the Regulator@absolute discretion.

In addition to confirming that any proposed increased toll fallsbelow the ceiling, the
Regulatorwillbe entitled to apply additionaltestsin determining whether or not the
proposed increase in the level of tollispermissible. The precise formulation of these
additionaltestsare yetto be finalised and willonly be finalised once the relevant
legidation hasbeen passed. It isenvisaged that the Regulator will only be entitled to
withhold itsapproval to the extent the proposed increase in tollswould be

(a) attributed to an undue application of the tollindexation formula

(b) discriminatory, forexample, the increase isset by reference to sex, creed orrace of
any road user

(c) manifestly unreasonable having regard to the efficiency and quality of the services
provided

To the extent that any increase proposed by the Developercontravened these three
additionaltestsorwasabove the permitted maximum ceiling then the Regulator would
be entitled to reject the proposed increase without any adverse financial consequences
forthe Grantor (whetherunderthe Concesson Agreement or otherwise). However, if the
Regulatorrefused to permit an increase for otherreasons, thiswould trigger financial
protection forthe Developerunderthe termsof the concesson agreement.

TENDER ASSUMPTIONS

Recognising that the maximum ceiling for tollswill only be finalised once the tolling
legidation hasbeen implemented, Biddersshould, forthe purposesof preparing their
tenders, assume that the ceiling set aspart of the tollregulatory regime will not prevent
them setting tollsequivalent to the level of tollsenvisaged in paragraphs2.12 to 2.14 of
the traffic report and that those levelscan be maintained in real termsin USdollar
equivalent throughout the concession period.
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The Minister of Transport and Worksora person entrusted with such powersunder his
portfolio willbe the regulator of the Project.
PROCEDURE FOR PASSING TOLLING LEGISLATION

The legidation addressing the regulation of tollsand the appointment of the Regulatoris
expected to be in place in advance of the signature of the concesson agreement. In
orderto achieve this, the following stepsare being taken

(a) Preparation of a cabinet submisson paperidentifying the regulatory regime outlined
in thissection of the information memorandum [4 weeksfrom the date of the release
of the PIM]

(b) Drafting of necessary legidation [8 weeksfrom the end of activity (a)]
(c) Presentation of draft legidslation to Parliament [4 weeksfrom the end of activity (b)]
(d) Implementation of legidation [8 weeksfrom the end of activity (c)]

The numbersin square bracketsare approximationsonly.
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Thissection providesa preliminary view asto what typesofriskscan be encountered
during the implementation of the Project. The first section identifiesthose risksand
indicatesthe party thatisexpected to assume and manage the subject risk. The
allocation of these risksisunderpinned by two considerations: 1) the proposed
commercialand contractual structure of the Project and 2) the partieswhich in the view
of the Grantorand itsadvisersare most qualified and best capable to assume and
manage these risks effectively.

The second section isa discussion of the mitigation and safeguarding mechanismsthat
would apply those risksinvestigated. We note that thisisnota complete and
comprehensive list of the risksencountered. The Biddersand their financiersare therefore

requested to carry out theirown risk analysisand assessment.

RISK ANALYSISAND RISK ALLOCATION

We have grouped projectrisksin two major categories

Design and construction phase risks (risksthat can be encountered during the

construction phase of the project); and

Operating phase risks (risksthat can be encountered during the operation and

maintenance phasesofthe project)

Risk analysis

Design and construction phase

Risk Principal risk taker(s)

A Political risk

1 General Change of law (including where resultsin variation to Grantor (time)/Developer (cost)

desgn ortenderdocuments
(e.g. Grantorenactsdirective etc. raisng safety standards)
orchange in taxation

2 Discriminatory law change (including taxation) Grantor

3 Expropriation of worksby Grantor (otherwise than "forcause”) Grantor

B Panning and other consents

1 Delayin obtaining Grantor Consents (providing specified Grantor
proceduresare followed)

2 Delayin obtaining other consents Developer
Includesall the permits, authorisations, consent and approval
required to design and build the project

3 Impostion of unreasonable conditions Grantor

C Design

1 Substandard design including incorrect design or Construction Developer
Secification

2 Grantorrequest forchange of scope/variation pursuant to Grantor
variation provisonsof concesson agreement

3 Requeds of Developerforvariation to scope ordesign Developer

D Unforeseen ground conditions (including archaeological finds)

1 Mayreaultinincreased costddelay (please referto next section) Developer/Grantor

E Construction overruns—time and cost

1 Anyreason otherthan specific exceptionsset out below Developer
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2 Delayed accessto land Grantor

3 Discovery of ground contamination orarchaeological finds Grantor

4 Othergeotechnical or ground risk Developer

Risk Principal risk taker(s)
5 Force majeure Grantor (time)/Developer (cost)
6 Unjustified delay in obtaining work permitsfor Developer's staff Grantor

7 Unjustified delay at customsin importation of materialsand Grantor
equipment

8 Ground contamination Grantor

F Damage to works and/or equipment during construction phase

1 Contractor'snegligence orinadequate materialsor design Developer

2 Actsofthird parties Developer

G Damage to property of third parties Developer

H Increased finance cost

1 Interestrate movements Developer

2 Exchange rate movements Developer

I Termination of concession during construction period

1 By Grantorwithout cause Grantor

2 Due to Developersbreach Developer

J Industrial relations

1 General strike Developer (cost)/Grantor (time)
2 Contractor's strike Developer

K Developer financial risk

1 Inability of Developerto fulfilitsobligations Developer

2 Sonsor'sperformance and equity risk Developer

Risk analysis
Operating phase

Risk Principal risk taker(s)

A Political risk

1 Discriminatory law change (including taxation) Grantor

2 Generalchange of law increasing operating and maintenance Developer
costs

3 Expropriation of worksby Grantor (otherwise than "forcause") Grantor

B  Traffic risk

1 Revenue forecasts Developer

2 Adverse publicity Developer

3 Unattractive service/price Developer

C Higherthan expected operating and maintenance costsdue to

1 Underestimatesoflabourand/orotheroperating costs Developer

2 Inflation Developer

D Inefficiency of, ordefectsin, completed works leading to increased maintenance costs

1 Defectindesgn Developer

2 Defectin materials Developer

3 Defectin construction Developer

4 Incorrect maintenance Developer

5 Unforeseen accelerated wearand tear Developer

6 Defectsappearing during applicable defectsliability period Developer

7 latentdefectsappearing afterdefectsliability period Developer
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Principal risk taker(s)

ANWNPFEPMmM ©®

~No o~ WDNPFET

NP Z NP Z NPFC AO®NRPR X G T W N EQ

= O

Defectsin system outsde operatorsmaintenance plan

Unexpected other costs/ liabilities
Discovery of ground contamination
Other environmental/pollution liability
Compensation for noise pollution
Death of, orinjury to, others

Interruptions to road availability

Breakdown due to failure of toll booth equipment
Third party failure

Saff shortages

Part of system closed due to incidentsemergencies
Bad weather conditions

Refurbishment/works

Civil disobedience environmental pressure group

Reduced availability due to strike/industrial action of:
Developeroroperator's staff

Saff of third party

General/national strike

Owner unable to operate road because of revocation/suspension
of key licence

Damage to property of third parties
Insolvency of operator

Damage to road/toll booths due to
Fairwear and tear

Operating practices

Third parties

Adverse weather

Force Majeure
Short-term
Prolonged force majeure

Higher than expected finance cost
Interest rate movement
Exchange rate movements

Termination of concession during operational period
By Grantorwithout cause
Due to Developersbreach

Competition from other routes

Congtruction of other motorwaysthat weakenstraffic volume of
H2K

Developer

Grantor

Developer
Developer
Developer

Developer
Developer
Developer
Developer
Developer
Developer
Developer

Developer
Developer
Developer (cost)/Grantor (time)

Developer

Developer

Developer

Developer
Developer
Developer
Developer

Developer/Grantor
Developer/Grantor

Developer
Developer/Grantor

Grantor
Developer

Grantor
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Ground conditions

Thisrelatesto the risk surrounding ground, sub+soil, hydrological conditionsand other
relevant risksthat are associated with the construction of the Project works. On the basis
of itsconstruction experience and itspre-bid surveys, the Developer will take ground and
geotechnicalrisk except in the case of unforeseen ground contamination orthe
discovery of archaeological findsforwhich the Developer willreceive both additional
time and anincrease to the PSC to coverany additional costs.

Archaeologicalfindsinclude archaeologically important remainsand objectssuch as
coins, fossilsand other articlesof value and antiquity. In the case of archaeological finds,
it isthe Developer'sresponsbility to inform the Grantor, who will then deal with the finds
according to the relevant law. The Developerisalso responsble, at the Grantor@cost, for
dealing in accordance with the Satutory Requirementswith any unforeseen ground
contamination encountered in the carrying out of the Construction Works.

Provision of land or Title to use land

According to the provisonsofthe Concession Agreement it isthe Grantor sresponsbility
to acquire the land necessary forthe Developerto commence construction of the works
on the Project (Phase 1 and/or2). Thisundertaking issubject to the Developerbeing able
to use the Project alignment and route asproposed in the illustrative design and solution.
To the extent that the Developeroptsfora different route that deviatesfrom the
proposed alignment and requiresadditional land, the Developer willbe responsble for
the cost and time effect of thisactivity.

Failure to obtain permits

The Project'simplementation requiresthe provison of a number of permits (statutory
requirementsaspresented in the Land and Permits Section) to construct and operate the
Project. Obtaining these permitswillbe the responsibility of the Developer. Provided that
the Developercomplieswith the procedurespresented in the Concesson Agreement
and the Project specification (asoutlined in the illustrative design), the Grantor will use its
best effortsto assist the Develop initsdealingswith the competent authoritiesresponsible
forthose permits, consentsand authorisations.

Construction risks

Underthe termsof the Concesson Agreement, construction driven risks, including any
cost overrunsare to be assumed by the Developer.

If the Grantorrequestschangesto the design, any economic consequencesare to be
assumed by the Grantorunderthe CA through an adjustment to the PSC.
Early termination

Thisrisk refersto the termination of the CA during the Construction period. Early
termination can be triggered by any of the following events

Prolonged Force majeure

Grantor terminating the CA if the Developer commitsa material and unremedied
breach ofitsobligations

Developerterminating the CA if the Grantorcommitsa material breach of a payment
obligation
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Corrupt act by the Developerora sub-contractor which isnot remedied

[ER; Section 9: Risk analysis 66

Fnancial Services



PRELIMINARY INFORMATION MEMORANDUM.DOC

Change of law

The Concession Agreement distinguishesbetween discriminatory changesof law, which
are targeted specifically at the Developer or smilar entities, and general changes,
applicable to entitiesin Jamaica in general. In the case of the formerthe Developer will
receive both additionaltime and compensation foritsadditional costs. In the case of the
latterthe costsare the Developer'srisk, although additional time willbe allowed and it is
anticipated that indirect compensation willbe provided by way of indexation of the PSC
and the Developer'sability to increase tollswithin the limits of the tolling strategy.

Force majeure

In general the Developerisentitled to additional time fordelaysarising from force
majeure but not to additional payment. However certain force majeure events(namely
the discovery of archaeological findsor ground contamination and procedural delaysfor
customsand work permits) are riskswhich the Grantorconsdersare best assumed by it
and therefore the Developersadditionalcostswillalso be compensated forby way of an
increase in the PSC.

POST-COMPLETION RISKS

Revenue

Traffic and revenue risk isthe responsibility of the Developer. The Developer willhave to
bearthe risk of revenue shortfalls, i.e. revenuesremaining below hisown estimates.

The Developer'sbhase case traffic and revenue forecast along with the PSC payments
(fixed from the outset) should be able to establish a commercially viable and financially
acceptable case forthe Project. The Developersincome stream willconsst principally of
Project Revenuesand PSC from the Grantor.

Operation and maintenance

Thisriskisto be assumed by the Developer. The successful bidderwillbe expected to
enterinto a fixed price operation and maintenance contract with a suitably qualified
Operatorunderwhich the project willbe operated and managed during the life of the
Concession Agreement. It isexpected that the price of the O and M contract will not
change without a change in the scope of the services.

Convertibility and transferability risk

Snce 1980, foreign direct investment in Jamaica hasincreased significantly. In 1997,
Jamaica ranked sixth among a total of twenty-three countriesin Central America and the
Caribbean region asa destination for foreign direct investment. The primary beneficiary of
these flowshasbeen the mining sector.

Foreign direct investment flowsgrew at an annual rate of 6.9% of grosscapital formation
in the period 1986 to 1991 and achieved a rate of growth of 13.3%in 1996. The stock of
foreign investment increased from US$501 million or 18.7% of GDP in 1980 to US$1,682
million or 35.4% of GDP in 1997.

A number of investment initiativeshave been implemented in the key productive sectors
including tourism, bauxite/alumina, agriculture and manufacturing.

According to a study of investor attitudescarried out by the USDepartment of
Commerce in September 1998, @Jamaica hasconsiderable potential forincreased levels
of foreign investment®.

Investorsin Jamaica enjoy the following facilities
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Unregricted movement of capital, profitsand dividends
A sophigticated financial sector

Bilateral investment protection treatieswith the UKand Northern Ireland, the US, the
Netherlands, France, Germany, Switzerland, and Italy

Relief of tax burdensvia double taxation treatieswith the US the UK, Canada,
Germany, Israel, Sveden and Norway

A regime of fiscal incentivesforinternational businessunderthe termsof the
International Hnance CompaniesAct and the Foreign SalesCorporation Act

In 1990 aspart of the economic liberalisation programme, Jamaica began the gradual
processof dismantling exchange controls. The processwascompleted in 1992 when the
Exchange Control Act wasformally repealed. The exchange rate isnow determined by
market conditionsand no trading band ortarget isannounced by the Government. The
movement of foreign exchange into and out of Jamaica isunrestricted. All Jamaican
residentsare permitted to hold, borrow orinvest foreign currency and non resdentsare
permitted to invest both localand foreign currency in Jamaica.

By law, trading in foreign currency or foreign currency instrumentscan only be exercised
by authorised foreign currency dealerswho in turn must be party to any transaction
involving such trade and the lending or borrowing of foreign currency. Cambiosand
Bureaux de change are specifically authorised to buy and sell foreign currency.

Because itismarket determined, there can be no assurance that the exchange rate will
be maintained at current levels. Furthermore, the Government will not intervene in the
market to make foreign exchange available to the Project Developeron a preferential
bass. However, the Grantorrecognisesthat itsprimary macro-economic challenge isto
maintain price stability and equilibrium, while at the same time, it achievessustainable
economic growth. Continuing to meet the targeted reduction in the fiscal deficit and
continued strengthening of the regulatory framework of the financial sectorwillbe
integralto thisprocess. The Grantorisplacing great emphasison maintaining stability in
the exchange rate market.

It should be noted that the liberalised foreign exchange trading system hasworked
efficiently. Generally demand and supply have at least been in equilibrium.

Frst Tolling Project

The Project isthe first motorway to be tolled in the country. Sear DaviesGleave (the
Grantor'straffic consultant) hasopined on a level of tollthat can be acceptable by the
public. It should be noted that the level of tollcontemplated issmilarto those tolls
experienced in similar countries (Argentina, Colombia, Puerto Rico and othersthat did not
have priortolling experience). In addition tollacceptance surveyshave been carried out
that indicate the public acceptspaying toll to use highwaysthat offer betterroad quality
and safety.

Exchange risk

Devaluation risk and any other foreign exchange risk can be addressed by either:

Allowing the Developerto adjust the level of tolls, subject to the consent of the
regulatory body that monitorsand supervisesthe operation and performance of the
Project, or

Via credit enhancementsand/or cash reservesin the Project (debt service reserves
and/or cash contingency facilities

The latterapproach may be the preferred one asany increasesin the tolling levelscould
affect adversely the level of traffic volume.
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Underthe existing liberalised foreign exchange trading system, where exchange ratesare
determined by market forcesand are therefore subject to fluctuation in accordance with
supply and demand, the Bank of Jamaica cannot and will not intervene to guarantee
ratesof exchange to the Developer. If exchange riskisto be absorbed by the Grantor, a
mechanism willbe agreed for fulland fairarithmetic adjustment of the Public Sector
Contribution to compensate forany exchange rate lossesincurred by the Developerin
debt service and repatriation of itsagreed return on equity and opex fees.
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In recognition of the impact of Jamaican CustomsDuty and the tax liabilities of the
concessionaire on the size of the Public Sector Contribution, the Ministry of Fhance and
Planning willbe prepared to give consideration to the granting of a menu of fiscal
incentivesand tax waiversto the Project concessionaire.

Forthe purposesof the preparation of theirbid submissions, biddersshould make the
following assumptionsin respect of fiscal incentivesand tax waivers

(a) Corporate Profit Taxb waived for the period during which commercialloansare being
repaid by the Developer, assumed to be 12 years

(b) Import Duty on building materialsand construction equipment used solely for the initial
construction of the roadb not payable

(c) General Consumption Tax on building materialsand equipment forthe construction
Phaseb itemsin these categoriesto be zero rated

(d) General Consumption Tax on Tollsb tollsto be zero rated

(e) Property Transfer Taxesb not to be charged on the transfer of property from the
Grantor to the concessonaire

Nothing in thisInformation Memorandum isto be construed eitherasan approval or
agreement by the Government of Jamaica to offer specific Tax or Duty waiversto the
concessionaire.
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The following isthe layout of a financial modelthat hasbeen prepared by the Fnancial
Advisersto assessand sensitise the Project'seconomic and financial capabilities.

During the tender a blank financial modelisprovided to the Biddersto help them with the
organisation of the economic and financialinformation they may wish to analyse and
include into theirtender.

Itisconddered important foreach Bidderto carry outitsown analysisand sensitivitieson
the Project.

OVERVIEW

PROJECTH2K
ANANCIALMODEL

Concession information Key outputs
Construction start date 1 Jan 2001 Real project IRR

Nominal project IRR
Construction period 2

Real consortium ROE
Full operation date 1 Jan 2003 Nominal consortium ROE
Concession period 31
(years)
Concession end 31 Dec 2033

Nominal financial contribution (US$000s)
Key assumptions Revenue support/payback
Total projectcost Revenue shortfall

With repayments
Government financed Excluding repayments
debt
a) Project bondslocal Government financed debt

Total financial contribution

b) Multilateral/bilateral
loans

NPV of FC @ 6%
Total NPV of FC @ 10%

NPV of FC @ 12.5%
Commercialdebt

Equity

Revenues
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Total
ooivoloPd 2003 2004 2005 2033 2006-2033

Revenue

O&M

Working capital

Earningsbefore interest and dividends

Interest and repayment of commercial
debt

Interest on cash

Net cash surplud (deficit)

Government Infrastructure Bond
paymentst

Bilateral/multilateral payments

TOTALANANCIAL GAP

1 Funding Priority until the international debt tranche isfully repaid
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Years 1999 2000 2001 2002 2003 2004 2005 .. 2033

KEY DATA

Operating assumptions
Scenario

Sart of concession
Concession period (years)
End of concesson

Date of full operation

Last calendaryear

Annual data

Duration of period (days)
Monthsof concession
Concession daysin period
Concesson monthsin period

Semiannual data
Duration of period (days)
Monthsof concession
Concession daysin period

Concesson monthsin period -l

Economic assumptions

Inflation rates

Retail pricesindexb Jamaica
Labourcostindexb Jamaica
Retail pricesindexb US
Labourcostindexb US
Inflation factors

Retail prices(year mid point)D
Jamaica

Labourcost (year mid point)b
Jamaica

Retail prices(year mid point)b US
Labourcost (year mid point)b US
Deflator for real returns
Exchange rates

Exchange ratesvariance

Base J$/US$ rate

Actual J$/US$ rate

Working capital
Debtors
Creditors
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Years 1999 2000 2001 2002 2003 2004 2005 2033

KEY DATA

Taxation

Corporation tax

Rate

Taxlosscarry forward limit
Withholding tax

Basic rate (dividends, interest)
VAT

Sandard rate (labourexempt)
Recovery period (no offset
against payments)

Payment period

Thin capitalisation

Maximum allowed
shareholder gearing

Interest rates
Uss

LIBORP 10 year
LIBORD short term
J$

LIBORD short term
Revenue support
Cash deposits

Accounting assumptions
Capitalisation

Interest and financing costs
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Years 1999 2000 2001 2002 2003 2004 2005 .. 2033

KEY DATA

Fnancing section—semi
annual calculations

Shareholders funds

Capital structure

Inject shareholdersfundsuntil
Shareholdersfundsb

initial subscription

Date of initial subscription
Shareholdersfunds

Equity

Subordinated loans

Shareholder subordinated
loans

Interest rate

Rate fixed or over UBOR (FV)
Actual rate

Contingent equity
Contingent equity committed
Min DSCR (excluding DSRand
cash on deposit)

Fnancing

Govt support—capital grant

Absolute amount/percentage
investment (A/P)

Sart of grant period

End of grant period

Include transferred assets (Y/N)
Pay for transferred assets
Repay Govemment support
Rate of interest roll up

Max amount repayable
(negative unlimited)

Repayment start date
Annuity payments
Numberof yearsdrawn

Level of capital grant
Grant (%total investment)
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Years 1999 2000 2001 2002 2003 2004 2005 .. 2033

KEY DATA

Government revenue support
Inject shareholdersfundsuntil

Revenue support base
contribution (1999 US$000s)

Revenue support profile (%base)
NPV rate

Working capital facility
Facility size
Up-front fee

Consortium warranties

Pre-completion (% of
new investment)

Post-completion (% new fixed
assets)

LC covercost (bp)

Debt and equity structure
As%of non-government
financing

Equity financing

Debt financing

Total

Nominal equity funding

Target total shareholdersfunds
(US$000s)

Fund capitalised interest by 1)
Facility, 2) Equity & Facility
Debt Service Reserve Account as
percentage first debt service
Drawing to fund Debt Service
Reserve Account (US$000s)
Government financing of
bilateralsand bonds

Total term loans

Total term loansand bonds
Date of first term loan drawdown
Date of term loan repayment
Frst term loan repayment date
End of term drawdown period
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Project financed Government financed

Debt Debt Debt
Tranche Tranche 2 Tranche3 Bond A Bond B MLA

Debt

Facility Sze (US$000s)
Facility Sze (Local000s)
Currency

Sartdate

Term (years)

Graceb principle (years)
Graceb interest (years)
Amortisation (years)
Graceb principle
Graceb interest
Fullamortisation from
Maturity

Amortisation type
(L=Level Principal, A =
Annuity)

Min cash retention for
revolver sveep
Upfront Fees(Bp)

Otherupfront fees
(US$000s nominal)

Otherannual fees
(US$000s nominal)

Commitment fees (Bp)
Grossup for WHT (Y/N)
Application of loans
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Over LIBOR(Y/N)

Margin/rate

Bialteral loans
Multilateral loans
Investment loans

ECA debt

Commercial Bank debt
Local penson bond A
Local penson bond B

Actual rate
Multilateral loans
Investment loans

ECA debt

Commercial Bank debt

Government financing
bond interest profile

Local penson bond A
Local penson bond B

Over LIBOR(Y/N)

Return on Equity/
Dividend assumptions
Limit dividendsto
retained earnings

Date of earliest
distribution

Fnancial covenants

Debt service reserve account Months service

Principal
Interest

Fnancial ratios

Selected case:
None/base/upside/downsde
(0/1/2/3)

Selected Base Upside Downside

DSCR (including cash on
deposit)
Current ratio

Debt service coverratio
(excluding DSR)

Current year
Previousyear (condition)
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Technical assumptions

Annual major rehabilitation schedule
Tolling system base cost

Regular maintenance as
percentage of capex 2001 2002 2003 2004 2005 2006

Base capex

Capex phasing

Opexduring construction nominal
US$B000s

Capex base Nominal USB000s total
Phase 1

Phase 2

Development costs

Note: traffic projectionsto 2021
Toll revenue not collected

Exempt vehicles

Automatic toll collection losses
Traffic growth estimates
Portmore Causeway

% of first year
Year 1 Base year Year open open

Annual revenue (in 2000 US$000s) Phase
1

Portmore Causeway
Phase 2

Revenue drivers 2000 2003 2004 2005 2010 2015 2020 2027 2052

H2K excluding
Portmore Causeway

Portmore Causeway base
Portmore Causeway
Phase 1

Phase 2

Implied growth rates 2005-2010 2010-2015 2015-2020 2020-2027 2027-2052

Portmore Causeway
Phase 1
Phase 2
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(Nominal US$000s) Year 1999 2000 2001 2002 2003 2004 2005 2033

Application of funds:
Cash balance b/f

Current year cashflow
deficit (excl. interest on
cash)

Lessworking
capital movements

Drawing to fund DSR
Bond coupon and fees
Capital grant

Funding requirement
Cumulative funding
requirement

Target shareholder
funds(base)

Target shareholder funds
(final adjustment)

Target shareholdersfunds
Target debt

Allocation of new

funding requirement:

Initial equity/shareholderloans
Equity and shareholderloans

Term loan US$ adjustment
Term loans

Seniordebt financing by
project

Allocation of loan funding
requirement

Bialteral loans
Multilateral loans
Investment loans

ECA debt

Commercial Bank debt
Drawing summary
(funding requirement)
Bialteral loans
Multilateral loans
Investment loans

ECA debt

EF(; Appendix A: Fnancial model 82

Fnancial Services



PRELIMINARY INFORMATION MEMORANDUM .DOC

(Nominal US$000s) Year 1999 2000 2001 2002 2003 2004 2005 2033

Commercial Bank debt
Local Penson Bond A
Local Penson Bond B
TOTAL

Drawing summary
(funding requirement)
Bilateral loans
Multilateral loans
Investment loans

ECA debt

Commercial Bank debt
TOTAL

Repayment summary
Bilateral loans
Multilateral loans
Investment loans

ECA debt

Commercial Bank debt
Local Penson Bond A
Local Penson Bond B
TOTAL

Interest and coupon
summary

ECA debt

Commercial Bank debt

TOTAL

Term loans and
bond financing

Opening Balance

Loan drawings
(funding requirement)

Loan drawings
(capitalised interest)

Bond proceeds
Repayments
Closing balance
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(Nominal US$000s) Year 1999 2000 2001 2002 2003 2004 2005 2033

Revolving credit facility
Repayment calculation
Cash available at end
of period

Opening balance
Drawings (funding
requirement)
Drawings(capitalised
interest)

Repayments

Closing balance

Financing cost summary

Interest on seniordebt,
revolver, bond and LC

Interest and coupon accrual

Equity and shareholder
subordinated loans
Funding requirement:
Cashflow deficit

Debt facility interest
TOTAL

Shareholder funding ratio:

Equity
Subordinated loans

Equity

Opening balance

Initial equity

New equity subscribed
Contingent equity called up
Equity redeemed

TOTAL EQUITY

Shareholder
subordinated loans

Opening balance
Initial drawing

New drawings
Capitalised interest
Redemptions
Closing balance
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(Nominal US$000s) Year 1999 2000 2001 2002 2003 2004 2005 2033

Interest rate
Interest accrual

Interest paid to shareholder
Interest capitalised into facility

Contingent equity
Contingent equity
committed

Min DSCR (excluding DSR
and cash on deposit)
Seniordebt coverage ratio
Equity drawings
Cumulative drawings
Uncapped requirement

Drawings of Sate support

Capital grant
Drawingsof capital grant
Cumulative grant
Amortisation of capital
grant:

Amortisation period
(maximum years)

Amortisation of capital grant

Total amortisation of
capital grants

Non-repayable grant
accounting treatment:
Deferred income

Repayments of Sate support

Repay state support (Y/N)
Repayment start date
Max amount repayable
(O=unlimited)

Repayable grant drawings
Cumulative repayable grant
Cumulative discounted
opening balance
Discounted capital

grant drawings
Discounted capital

grant repayments
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(Nominal US$000s) Year 1999 2000 2001 2002 2003 2004 2005 2033

Cumulative discounted
balance outstanding

US$ related

outstanding balance
Annuity

Payments

Max balance

Annuity payment
Repayments

Repayable loan accounting
treatment:

Opening balance
Drawingsof principle
Capitalised implicit interest
Repayments

Closing balance

Fnancing Ratios

Gearing _Max_
Debt: shareholder funds

Debt service cover ratio

Current year cashflow

before financing

Contingent equity drawings
DSRaccount closing

balance

TOTAL

Interest and principle
payments

Debt service coverratio Average
(excluding DSR)

Debt service coverratio

(including cash on deposit)

Debt service cover ratio

(including DSR)

Current ratio

Current assets

Current liabilities

Current ratio
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Nominal (US$000s) 1999 2000 2001 2002 2003 2004 2005 2033

Revenue

Toll revenue

Government revenue support
Carassistance revenues
Service area up-front premium
Service area rental revenues
Amortisation of capital grant
Amortisation of goodwill

Total revenue

Costs
O&M 1
O&M 2

Depreciation

Total costs

Profit before interest and tax

Interest on overdraft/cash

Interest on seniordebt and
guarantees

Interest on shareholderloans
Interest on state support

Profit/ (loss) before tax

Taxation:

Income tax: current
Income tax: deferred
Total taxation

Profit/ (loss) after tax

Dividends

RETAINED PROAT
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Nominal (US$000s) 1999 2000 2001 2002 2003 2004 2005 .. 2033

Revenue
Toll revenue

Government revenue
support/repayment

Carassistance revenues
Service area up-front premium
Service area revenues

Total revenue

Total revenue

Costs
o&M 1
O&M 2

Total

Net change in working capital

Movement in maintenance
reserve

Net VATcharged/(suffered)
(Payment)/recovery of VAT

Operating cash flow

Capital expenditure

Consideration for assets
transferred

Cash flow before interest
and taxation

Interest on revenue
shortfall/cash

Income tax

Cash flow before financing

Govermnment financed debt
Repaymentsof state support
Equity Issued

Contingent equity drawn

Shareholder subordinated debt
drawn

Debt drawings

Debt repayments

Cash flow from financing
Interest paid on seniordebt and

LCs

Interest paid on shareholder
loans

Movementin debt service
reserve

Repaymentsof revolving
credit facility

Revenue shortfall

Shareholder subordinated
debtrepaid

Dividends

Free cashflow
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Nominal (US$000s) 1999 2000 2001 2002 2003 2004 2005 .. 2033

Cash balance

Opening balance
Current year cash flow
Closing balance

Interest on cash deposits
Average cash balance
Interest on cash balance
Liquidity analysis
Opening cash balance

Change in cash before overdraft
and distributions

Cash available/overdraft requirement
Movement in overdraft facility

Cash available for shareholder
distributions

Government revenue shortfall
Opening balance
Drawdowns

Repayments

Closing balance

Interest

Up-front fees

Total interest and fees

Government revenue shortfall
payments

NPV @12.5%

NPV @10%

NPV @6%

Debt service reserve account
Opening balance

Movement in reserve

Closing balance

Distributions to shareholders
Cash available for distributions

Maximum allowable distribution
under covenants

Maximum distribution
Interest on shareholderloans
Shareholderloansrepaid

Maximum dividend allowable
under covenants

Opening retained eamingsbalance
Distributable profitsof the period
Profitsavailable for distribution
Dividend declared on ordinary equity
Secial dividends (not declared

from eamnings)

Dividend declared

Dividend paid

Closing retained earingsbalance
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Topography

The island isextremely mountainous. Mountainscover over 80% of the land area, some
are over 2,500m in height. Lessthan 20% of the land isrelatively flat in the form of coastal
plains, inland valleys, flood plainsand riverterraces. Some of the coastal plains, such as
the area between Kingston and Old Harbour are relatively quite large.

Population

At 31 December 1999, Jamaica'spopulation wasestimated at 2,590,400. Annual
population growth in the period 1994 to 1998 wasapproximately 1.0%. The last official
censustaken in 1991 indicated that 50.4% of the Jamaican population lived in rural areas
while 49.6%lived in urban areas.

In recent times, there hasbeen a population shift to urban areas. Between 1990 and 1997,
it wasunofficially estimated that the urban population grew at an annual rate of
approximately 2.0%while rural population decreased by approximately 2.5%peryear.

Parishes and urban centres

Geographically, Jamaica comprisesthree counties (Surrey, Middlesex and Cornwall)
which are further sub-divided into fourteen parishes. Local government isadministered
through twelve parish councilsand a statutory corporation (Kingston and S. Andrew
Corporation) which administersKingston and &. Andrew.

The Kingston Metropolitan Area (KMA) comprisesthe city of Kingston and itsenvirons,
which encompassmogt of &. Andrew and partsof &. Catherine including Spanish Town
and Portmore.

The political system

Jamaica isa former British Crown Colony that gained itsindependence in August 1962. It
isa member of the British Commonwealth. The Head of Sate isthe British Monarch who is
represented locally by a Governor General. It isa Parliamentary Democracy based on
the British Westminster model. Legidlative powerisvested in a bi-camerallegidature
conssting of a sixty memberlower House which iselected at least every five yearsunder
aUniversal Adult Suffrage® and a 21 memberappointed Senate (the upper House of
Parliament). Executive powerisvesed in the Cabinet (Council of Ministers) which is
headed by a Prime Minister who isthe leader of the victoriousparty at national
parliamentary elections. In the last general election held in December 1997, the People's
National Party wasreturned to power with a large parliamentary majority. The Rt Hon P.J.
Patterson Q.C. isthe current Prime Minister.

Economic background

Jamaica operatesa mixed free market economy with state enterprisesaswell asprivate
sector businesses. Major industriesinclude tourism, mining (bauxite), agriculture,
manufacturing, financial and insurance services. Tourism, mining and export agriculture
(sugar, bananas, coffee, fruit and vegetables) are the most important foreign exchange
earners. Snce the early 1980s, Jamaican Government policy hasbeen aimed at
introducing structural reformsin the economy to encourage private sectoractivity and to
increase the role of market forcesin resource allocation. Snce 1991, the government has
followed a programme of economic liberalisation and stabilisation by removing
exchange controls, floating the exchange rate, cutting import tariffs, sabilising the
Jamaican currency, reducing inflation and removing restrictionson foreign investment.
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The Government hasreturned a large share of the economy to private sector ownership
through the aggressive pursuit of divestment and privatisation programmes. Emphasishas
been placed on maintaining strict fiscal discipline, greater opennessto trade and
financial flows, market liberalisation and reduction in the size of Government.
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The labour force and employment

The labourforce in Jamaica consisted of approximately 1,119,100 personsin 1999,
representing a decrease of 9,500 persons (or 0.8%) compared to 1998.

Employment by sector—1,119,100 personsin 1999
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During the five year period ended 31 December 1999, the labourforce in Jamaica
declined ata compound annual rate of 0.6%, while the number of employed persons
declined ata compound annualrate of 0.5%.

The unemployment rate during the past five yearshasremained relatively steady ranging
from a high of 16.5%in 1997 to a low of 15.5%in 1998. Between 1998 and 1999, the
unemployment rate increased dightly from 15.5%in 1998 to 15.7%in 1999.

Education, literacy and skills

In recognition of the importance of human resource development to the growth and
transformation of the Jamaican economy, the Government of Jamaica hasdesigned
many creative policiesand programmesin the education and training sectors. These are
largely aimed at improving accessbility, quality and relevance of education and skills
training to the needsof the 21st century. In 1999, a strategic review of the Ministry of

Education and Culture wasconducted.

The personal security issue
The Government of Jamaica isplacing great emphasison the control of crime. In
2000/2001, the Government allocated J$9.78 billion or 10.1% of itstotal recurrent
budget to national security and justice. In 1996/97, the proportion of total recurrent
expenditure allocated to thisMinistry was 9.6%. Both the absolute allocation and its
proportion of totalrevenueshave been increasing steadily in recent years.

In 1997 the membership of the Jamaica Constabulary Force stood at 6,156 personsb
reflecting a 6.5%increase overthe previousyear. By 1998 enlisment increased by 10.46%
to 6,800 persons. The Idand Secial Constabulary Force, the ancillary arm of the JCF,
comprised 1,095 personsin 1997, which wasreduced to 986 personsat the end of 1998.
The Government plansto increase the strength of the total Police Force to 8,000 persons.
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Inflation

The Jamaican economy wasmarked by high inflation in the early 1990s. The Government
hastaken strong measuresin recent yearsto control the rate of inflation through tight
monetary policy and it regardsa low rate of inflation asa principal component of
sustainable long-term growth. The inflation rate hasdecreased from a high of 80.2%in
1991 to 6.8%in 1999.

Annual percentage change in CPI
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Afterrecording overten yearsof growth through 1995, the Jamaican economy declined
in realtermsoverthe fouryear period from 1996 to 1999. Real GDPdecreased 1.3%in
1996, 2.0%in 1997, 0.5%in 1998 and 0.4%in 1999. Thisdecline in real GDP wasprimarily due
to difficultiesin the financial sector first experienced in 1995/1996 and a severe idand-wide
drought in 1997.

National budget

After seven yearsof fiscal surpluses, the Government posted fiscal deficits of J$15.0 billion
or6.7%of GDPin the fiscal year 1996/97; J$20.0 billion or 8.3% of GDPin fiscal year
1997/98; and 19.2 billion or 7.5% of GDPin fiscal year 1998/99. Provisonal data indicate
that the Government achieved a fiscal deficit of J$12.6 billion or 4.5% of GDP in
1999/2000.

Interest rates
The six-month Treasury billrate fell from 22.72%in February 1999 to 17.96%in March 2000.

In keeping with the downward trend of interest rates, the Bank of Jamaica gradually
reduced the reverse repurchase ratesoverthe course of the fiscal year 1999/2000.

Reverse repurchase rates

Reverse repurchase rate at Reverse repurchase rate at
31 March 1999 31 March 2000
Repo type (%) (%)
30day 20.75 17.3

DER.; Appendix C: Country data 98

Fnancial Services



PRELIMINARY INFORMATION MEMORANDUM.DOC

90 day 215 18.1
180 day 22.0 18.6

Commercial bank loan ratesdeclined from 39%in April 1999 to approximately 34%at
March 2000. The spread between commercial bank savingsand loan ratesnarrowed by
fourpercentage pointsoverthe period. Cash reserve requirementswere reduced in the
fourth quarter of the fiscal year 1999/2000 by one percentage point to 15%.

Currency convertibility

In 1990, aspart of the economic liberalisation programme, Jamaica began the gradual
processof dismantling exchange controls. The processwascompleted in 1992 when the
Exchange Control Act wasformally repealed. The exchange rate isnow determined by
market conditionsand no trading band ortarget isannounced by the Government. The
movement of foreign exchange into and out of Jamaica isunrestricted. All Jamaican
residentsare permitted to hold, borrow orinvest foreign currency and non-residentsare
permitted to invest and borrow both local and foreign currency in Jamaica.

The Government hasstated itsintention to continue to follow macro economic policies
desgned to maintain relative stability in the foreign exchange market.

Foreign exchange rates (spot weighted average ask in J$ for US$)

Calendaryear Average for period End of period % change
1995 35.54 39.80 19.27
1996 37.02 35.03 (11.98)
1997 35.58 36.59 4.45
1998 36.68 37.16 1.56
1999 39.33 41.42 11.46

Public sectorindebtedness

The Jamaican Constitution and the Fnancial Administration and Audit Act gave the
Minister of Hnance and Planning overall responsbility forthe management of Jamaica's
debt.

Domestic debt

At 31 December 1999, central government domestic debt wasJ$175.7 billion, an increase
of 46.5% compared with J$120.0 billion at 31 December 1998. Central government
domestic debt hasbeen incurred primarily to provide budgetary financing; to provide
assistance to the Bank of Jamaica initsliquidity management objectives; to cover Bank of
Jamaica losses; to assume debt obligationsof public sector entities, and to provide
liquidity support to commercial banks. In addition to thiscentral government domestic
debt, the government hasguaranteed certain obligations of public entitiesin an
aggregate amount of approximately J$95.9 billion, of which J$94.2 billion are
indebtednessof INSAC and HS which obligationsare not included in the central
government domestic debt statisticsset forth in thisinformation Memorandum.

Jamaica'sdomestic debt consists of Treasury Bills. Local Registered Socks, Bondsand
loans. Local Registered Socksare medium to long term debt instrumentsissued by the
Government.

The following table setsforth domesgtic debt for the five yearsended 31 December 1999.
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Central government domestic debt atend of period (in J$ million)

1995 1996 1997 1998 1999
Securities 10,355.0 10,662.2 11,050.2 11,000.0 10,650.0
Treasury bills 39,452.4 54,044.3 73,073.2 92,474.4 130,939.9
Localregistered stock 49,807.4 64,710.5 84,123.4 103,474.4 141,589.9
Total

661.7 611.7 649.9 na na
Bonds 368.1 na na na na
Retroactive salary bonds na 2,453.1 6,429.9 20,318.6 20,318.6
Equity investment bonds 994.9 875.8 914.8 na na
Investment debenture 42.8 36.1 314 154 154
Hoating rate bonds®? na 1,839.1 1,920.7 na na
Development bonds na na 731.8 na na
USB bond issue® na na na 1,802.1 10,880.7
Total 2,067.5 5,866.7 10,678.5 10,424.9 31,214.7
Loans
Commercial bank 6,296.2 5,465.7 5,556.6 2,350.1 2,092.6
Bank of Jamaica 220.5 220.5 na na na
Other (including public 1,077.5 1,440.4 992.8 3,705.3 841.9
sector)
Total 7,594.5 7,126.6 6,549.4 6,055.4 2,934.5
TOTAL 59,469.4 77,703.8 101,351.3 119,957.4 175,739.1

SOURCE Ministry of Fnance and Planning

NOTES

1 AllUstdenominated bondsissued locally have been grouped in one category asUS$ Bond Issuesand
converted to J$

2 Local portion (US$52.5 milion) of the 12%fixed rate notesdue 1999 in the amount of US$100 million
reclassfied asexternal debt effective 1 January 1998

External debt

At 31 December 1999, public sectorexternaldebt wasapproximately US$3.0 billion, or
47.7% of estimated GDP, compared with US$3.5 billion, or 72.3% of GDP, at 31 December
1995. At the end of December 1999, approximately 60% of public sectorexternal debt
wasdenominated in USdollars, and approximately 9.0% wasdenominated in Japanese
yen.

Bilateral and multilateral obligationsconstitute the major portion of Jamaica'spublic
sector external debt, accounting for 80.3% of external debt at 31 December 1999.
Bilateral obligationsconstituted the largest portion of external debt, accounting for 46.0%
of total external indebtednessat 31 December 1999.

During the five yearsended 31 December 1999, the amount of public external debt
outstanding to commercial bankshasdeclined consstently from US$338.2 million at

31 December 1995 to US$115.1 million at 31 December 1999. In July 1997, the Government
raised US$200 million 9.625% Fixed Rate Notesdue 2002 and in June 1998, an international
offering of US$250 million 10.875% fixed rate notesdue 2005 (the 2005 Notes) was
completed.On 10 December 1997 the Government entered into a US$100 million, 364
day floating rate bridge loan facility (the "Bridge Facility”), which matured on

9 December 1998. The bridge facility wasprepaid in June 1998 with a portion of the
proceedsof the 2005 Notes. In July 1999, the Government repaid a US$100 million 12.0%
bond which wasissued in 1996. On August 31 2000 the Government issued completed an
international offering of US$225m 12.75% notesdue 2007.
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The following table showsJamaica'smedium-and long-term Government and
Government-guaranteed externaldebt by creditor category for the five yearsended

31 December 1999.

Public sector external debt by creditor

(US3) 1995 1996 1997 1998 1999
Bilateral

OECD 1,614.4 1,541.9 1,397.5 1,340.6 1,246.1
Non-OECD 187.7 175.9 147.6 135.6 136.2
Total 1,802.1 1,717.8 1,545.1 1,476.2 1,382.3
Multilateral

IMF 2235 1411 114.4 101.7 87.9
IBRD 366.2 299.9 409.3 366.0 3345
Other 629.3 655.9 641.4 619.5 611.6
Total 1,219.0 1,096.9 1,165.1 1,087.2 1,034.0
Private creditors

Commercial banks 338.2 297.2 267.6 165.1 115.1
Othercommercial 92.6 725 50.3 27.8 26.3
Total 430.8 369.7 317.9 192.9 141.4
Bonds na 475 249.6 550.0 450.0
TOTAL 3,451.9 3,231.9 3,277.6 3,306.4 3,007.7
SOURCE Ministry of Fnance and Planning

NOTE

1 Preliminary

The following table showsJamaica'spublic sectorexternaldebt by debtor for the five
yearsended 31 December 1999

(USsm) 1995 1996 1997 1998 1999
Govemment Direct 2,719.1 2,648.1 2,793.1 2,939.8 2,678.7
Government Guaranteed 368.1 383.6 333.3 237.4 2151
Bank Of Jamaica 364.7 200.2 151.2 129.0 113.9
TOTAL 3,451.9 3,231.9 3,277.6 3,306.4 3,007.7
SOURCE Ministry of Fnance and Planning

Public sector external debt—principal and interest summary

(UsS$m) 2000 2001 2002 2003 2004 2005
Total principal amortisation 329.1 3154 488.9 476.9 256.7 467.9
Interest falling due (estimated) 180.5 194.6 181.4 150.9 118.1 92.1

SOURCE Ministry of Anance and Planning

Debt service indicators

Public sectorexternaldebt asa percentage of GDP hasdeclined from a high of 72.3%at
31 December1995to an estimated 47.7%at 31 December 1999. Externaldebt asa
percentage of exportsof goodsand serviceswas86.8%at 31 December 1999, up from
82.2%at 31 December 1995. External debt service paymentsasa percentage of exports

of goodsand servicesincreased from 14.1%in 1995 to 17.4%in 1999.
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The following table setsout public sector external debt indicatorsfor the five yearsended
31 December 1999.

Public sectordebtindicators

(Ussm) 1995 1996 1997 1998 1999
External debt service principal 400.4 392.3 344.8 438.9 418.1
Interest 192.2 187.2 166.5 196.7 185.4
Total 592.6 579.5 511.3 635.6 603.5
Exportsof goodsand services

(incl. current transfers) 4,198.3 4,167.3 4,266.4 4,272.8 3,463.6
External debt service ratio 14.1 13.9 12.3 14.9 17.4
Interest on external debt/

exportsof goodsand services 4.6 4.5 4.2 4.6 5.4
External debt outstanding/

exportsof goodsand services 82.2 77.6 76.8 77.4 86.8
External debt/GDP®@ 72.3 59.6 52.9 52.3 47.7
Domestic debt GDP® 35.0 38.7 46.0 51.8 70.9
TOTAL DEBT GDP® 107.0 97.2 98.8 104.1 118.6

SOURCE Ministry of Fnance and Planning and Bank of Jamaica

NOTES
1 Provisonal
2 Estimated GDP for 1999

Preliminary estimatesforthe totaldebt stock at the end of March 2000 were

J$307,562.1 million, an increase of J$45,261.4 million or 17.3% over the level at the end of
March 1999. The domestic debtincreased by 25.9%to J$175,322.6 million while external
debt, in Jamaican dollarterms, increased by 7.4%to J$132,239.5 million. In US terms
however, the external debt declined from US$3,215.8 million at the end of March 1999 to
US$3138.1 million at the end of March 2000.

Balance of payments

Jamaica recorded balance of paymentssurplusesin each of the fouryearsbetween
1993 and 1996. In 1997, the country recorded a deficit of US$162.1 million.

In 1998, largely asa result of the narrowing of the deficit on the goodsbalance and
increased net inflowson the servicesbalance, there wasa netimprovement in the
current account deficit of US$144.8 million. In that year, Jamaica recorded a balance of
paymentssurplusof US$41.5 million.

Jamaica'sexternal accountsdeteriorated in 1999. Increasesin official investment outflows
(in the form of amortisation of external debt) and the current account deficit contributed
to a balance of paymentsdeficit of US$131.8 million in the calendar year. Sgnificantly
however, in the period Aprilto November 1999, the capitaland financialaccounts
recorded net inflows of US$9 million and US303 million respectively. There wasa

USH1,981 million increase in net private investment inflowsin thisperiod.

Net international reservesdeclined to USs450 million at 31 December 1999 from
US$582.0 million at 31 December 1998 mainly due to substantial foreign debt payments
made in the context of significantly reduced levelsof official capital infows. Gross
international reservesat 31 December 1999 were US$551.8 million or approximately 10.5
weeksof merchandise imports. At 31 January 2000, net international reserveshad
increased to US$453.1 million, while grossinternational reserveshad increased to
USB554.7 million or approximately 10.6 weeksof merchandise imports.
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The Government hasintroduced a number of initiativesaimed at achieving fiscal balance
in the economy. Many of these will have taken effect by 2005, when the contribution from
the Government will be first required. The Government anticipates:

By 2005, substantially all of the action required to correct the deficienciesin the
Fnancialand Insurance sectorswillhave been taken. The annual cost to the
Government of supporting the activitiesof HNSAC and HSare expected to be
moderated by that date

Production in the Agriculture and Forestry sub-sectorswill have recovered following the
island-wide droughtin 1997

The impact of (2) and (3) above willbe to substantially remove the two factors
credited with causing contraction in the economy between 1996 and 1999

Government'sdivestment and privatisation programme will be furtheradvanced. This
should reduce the level of budgetary support required by Public Sector enterprises
overtime

ltspolicy of replacing high cost domestic debt with lowercost externaldebt willimpact
positively on overalldebt service costs

Itspolicy initiative to reduce domestic interest rateswillimpact positively on the
domestic component of debt service obligations

The initiativesto lengthen the average maturity of itsdomestic issueswillimprove the
profile of itsdomestic debt stock, thereby reducing the debt service burden at least in
the short term

The capitalinvessment associated with the Project willinduce economic growth. This
additional economic activity willin itself generate fiscal revenue

The Project investment increasesthe stock of infrastructure and the productive
capacity of the country. It isnot consumptive in nature

The Project willbe a catalyst for Foreign Direct Investment

The Government will make provision forthe PSC in itsannual budgets. Both the
Infrastructure Bondsand the bilateral/multilateralloansto be contracted by the
Government forthe benefit of the Project willrepresent a statutory charge on the
revenuesand assetsof Jamaica. Section 116 of the Constitution of Jamaica requiresthat
statutory chargesbe paid without any Parliamentary approval, directly from revenues
and assets, before fundsare available to the Government for other policies

and programmes.

Outstanding debt securitiesin foreign currency of Jamaica are rated Ba3 by Moody's
Investors Servicesand B (outlook stable) by Sandard and Poor' sRating Services.
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Selected economic and social indicators

Land area (km?2) 11,420.0
1995 1996 1997 1998 1999

Population (at year end) (000s) 2,503.3 2,527.5 2,5653.2 2,571.8 2,590.4
GDP at current prices (J$bn) 172 204.8 255.3 238 256.8
GDP at constant (1986) prices (J$bn) 185 18.3 17.9 17.8 17.8
Real GDP growth (1986) (%) 0.7 (1.3) (2.0) (0.5) (0.4)
Goodsproducing as%of GDP 44.0 44.3 43.4 42.6 42.4
Agriculture (%) 7.9 8.3 7.2 7.2 7.4
Mining (%) 8.4 9.2 9.7 10.1 10.0
Manufacturing (%) 18.3 18.0 17.8 17.0 16.9
Construction (%) 9.3 8.9 8.7 8.3 8.2
Services (%) 74.4 76.4 76.1 77.0 81.0
Basic services (%) 16.7 18.3 19.7 21.0 22.6
Other services (%) 57.7 58.1 56.4 56.0 58.4
Imputed servicescharges (%) (18.4) (20.7) (19.6) (19.6) (23.5)
Exportsas% GDP (current) (%) 29.7 244 21.4 195 18.4
Importsas % GDP (current) (%) 58.5 53.0 49.4 46.9 44.4
Income (per capita)

Current (J$000s) 65.4 49.9 88.2 90.0 99.0
Constant (J$000s) 7.3 7.1 7.0 6.9 6.9
Consumer price index (CPl-end Dec) 869.3 1,006.9 1,099.2 1,185.5 1,265.9
Inflation: Dec/Dec (%) 25.6 15.8 9.2 7.9 6.8
Inflation: annual average (%) 19.9 26.4 9.7 8.7 6.0
Implicit GDP deflatorindex (a) (%) 9.0 11.3 12.6 13.3 14.4
Changesin implicit deflator (%) 255 25.6 11.3 6.2 8.2
Average wtd comm bank loan rate (b) (%) 48.6 42.2 35.0 34.0 27.7
Average wtd comm bank deposit rate (%) 26.2 20.8 141 155 134
Average treasury bill yield (6 monthsinstr) (%) 42.5 28.8 28.1 235 20.6
Ja stock exchange index (end Dec) 14,267.0 16,616.0 19,847.0 20,593.0 21,892.0
Sock market capitalisation (J$bn) 50.8 66.1 70.1 79.0 104.0
M1 (J$bn) 23.2 28.5 28.6 30.2 42.1
%change 41.9 22.7 0.5 5.4 39.5
M2 (Jsbn) 73.6 84.3 95.6 102.5 123.4
% change 38.5 14.5 134 7.2 20.4
Total revenue (c) (J$bn) 58.6 63.1 66.4 74.1 90.6
Recurrent revenue (J$bn) 56.6 61.3 65.2 72.8 84.0
Total expenditure (J$bn) 54.8 78.1 86.4 93.3 103.2
Recurrent expenditure (J$bn) 44.4 64.2 72.1 84.7 93.8
Capital expenditure (J$bn) 7.9 11.2 121 6.9 8.1
Debt servicing (J$bn) 33.1 51.4 55.9 69.1 97.1
Recurrent revenue asa % GDP 29.4 27.5 27.0 27.8 30.0
Recurrent expenditure (%) 231 28.8 29.9 32.3 33.5
Total expenditure (%) 28.5 35.0 35.8 35.6 36.9
Qurplus/deficit (%) 2.0 (6.7) (8.3) (7.5) (4.5)
Debt servicing (%) 17.2 23.1 23.2 26.3 34.7
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Selected economic and social indicators (continued)

1995 1996 1997 1998 1999
External trade®
Total import (c.i.f) (USSm)® 2,831.7 2,933.7 3,127.8 2,991.7 2,896.6
Annual growth in total imports (%) 26.8 3.6 6.6 (4.9) (3.2)
Consumer goods (US$m) 697.6 734.4 17.8 (166.5) (27.3)
Raw materials (UStm) 1,642.3 1,650.6 1,573.2 1,506.8 1,468.5
Capital goods (USm) 491.8 548.2 659.5 560.3 468.3
Total exports (f.0.b) (US$m)@ 1,436.8 1,347.1 1,353.6 1,265.9 1,202.4
Annual growth in total exports (%) 17.8 (6.2) 0.5 (6.5) (5.0)
Traditional exports (USbm) 910.0 911.0 945.4 865.3 868.4
Bauxite (USSm) 70.9 78.4 72.8 81.0 55.9
Alumina (USsm) 632.0 607.0 651.7 600.7 626.5
Sugar (USsm) 98.2 113.7 102.7 95.4 95.8
Banana (USsm) 48.2 44.1 45.0 33.2 29.8
Non traditional exports (USSm) 477.8 436.0 409.3 400.6 333.9
Wearing apparel (USSm) 268.0 248.8 227.6 200.9 159.8
Trade balance (USsm)® (1,394.9) (1,586.6) 1,774.2 1,675.3 (1,659.5)
Balance of payments®
Current account balance (USsm) (172.7) (237.8) (400.6) (255.8) (273.1)
Trade balance (USSm)® (829.4) (994.2) (1,120.8) (1096.7) (1,140.6)
Total imports(f.o.b.) (USkm) @ 2,625.4 2,715.2 2,819.9 2,710.1 2,631.2
Total exports(f.0.b.) (USSm) @ 1,796.0 1,720.6 1,699.1 1,613.4 1,490.6
Services(net) (USSm) 374.2 326.4 307.6 509.9 506.9
Balance on goodsand services (USm) (455.2) (668.2) (813.2) (586.8) (633.7)
Income (net) (USkm) (309.5) (177.4) (201.2) (304) (287.6)
Current transfers (net) (US$m) 592.0 607.8 613.8 635 648.2
Capital and financialaccount balance 172.7 237.7 400.6 297.3 141.3
(US$m)
Reserves(minus=increase) (USkm) (23.5) (273.1) 162.1 (41.5) 131.8
Net international reserves (US$m) 428.2 692.6 541.0 582 450.2
Net foreign assets (J$bn) 30.2 38.1 35.5 36.8 39.0
Nominal exchange rate (J$ per USH) 355 37.0 351 37.2 414
Total visitor arivals (m) 1.8 1.8 1.9 19 2.0
Stop-over visitors (m) 1.0 11 1.2 1.2 1.2
Cruise passengers(m) 0.6 0.7 0.7 0.7 0.8
Occupancy rates (%) 60.8 58.2 55.2 58.5 55.9
Foreign exchange earmings (USsm) 1,069.0 1,092.0 1,140.0 1196 1,233.0
Energy
Petroleum imports(d) (nb) 18.6 22.0 19.5 20.2 20.1
Bectricity generated (MWh) 2,417.1 2,556.8 2,768.4 2,949.6 3,099.5
Population (Persons 000s) 2,503.3 2,527.5 2,5653.2 2,573.8 2,590.4
Growth rate (%) 1.2 1.0 1.0 0.7 0.7
Crude birth rate (per 1,000) 255 22.8 234 22.2 22.0
Crude death rate (pop) 6.1 5.9 5.9 7.1 6.7
Naturalincrease (per 1,000) 19.1 16.9 17.5 15.2 15.3
Fertility rate (pop) 3.0 3.0 3.0 2.8 2.8
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Selected economic and social indicators (continued)

1995 1996 1997 1998 1999
Net external movement (%) (17.7) (18.7) (18.6) (20.1) (21.0)
Labourforce (persons000s) 1,150.0 1,142.7 1,133.8 1,128.6 1,1191
Male (000s) 617.9 614.6 613.8 614.3 611.7
Female (000s) 532.2 528.2 520.0 514.2 507.4
Labourforce participation rate (%) 69.1 67.7 66.5 65.6 64.5
Male (%) 76.8 75.5 74.6 73.9 73.0
Female (%) 61.8 60.6 59.0 57.8 56.6
Total employment (000s) 963.3 959.8 946.8 953.6 943.9
Male (000s) 551.0 553.3 578.9 552.9 550.3
Female (000s) 412.4 406.5 397.9 400.7 393.6
Total unemployment rate (%) 16.2 16.0 16.5 155 15.7
Male (%) 10.8 10.0 10.6 10.0 10.0
Female (%) 225 231 235 221 225
Average weekly earningsof allemployees
(1990 J$) (e) (I%) 3,438.1 4,297.0 5,177.2 5,881.9 6,869.1
Education: enrolmentin
Primary institutions (000s) 319.3 313.6 306.2 318.2 318.6
Secondary institutions (000s) 222.9 221.8 219.3 227.2 228.5
Tertiary ingtitutions (000s) 16.7 4.5 4.1 10.9 12.7
University (000s) 7.9 15.2 15.7 16.2 15.8
Literacy rate (000s) 75.4 75.4 75.4 75.4 75.4
Training
Total output of technical managerial and
related manpower (000s) 5.7 5.8 6.2 7.2 7.6
Total output of skilled and semi-skilled
manpower (000s) 17.0 20.6 30.6 12.8 15.7
Health
Infant mortality rate (per 000slive births) 24.5 24.5 24.5 245 245
Percentage bedsoccupancy (%) 55.0 56.1 57.5 55.7 52.3
Immunisation (National average)
(01 yearolds) (%) 925 95.2 89.2 85.4 82.0
Accessto safe water (%) 82.3 81.7 81.2 81.2 81.2
Sanitary facility (%) 99.5 99.7 99.5 99.5 99.5
Life expectancy (at birth) (years) 72.2 72.2 72.2 72.0 72.2
Matermal mortality (per 100,000) na na 111.0 111.0 111.0

SOURCE Economic and Social Survey of Jamaica 1999 published by the Planning Institute of Jamaica

NOTES
1 STATIN = smethodology
2 BOJ=snew methodology

KEY:

a) The implicit deflatoristhe broadest measure of price changesin the economy

b) Data foraverage weighted commercial bankloan and depost rate reflect October 1999 data asDecember data wasnot
available attime of writing

c) Revenue and expenditure figuresare forthe fiscal years 1995/1996-1999/ 2000 with GDP percentage figurescalculated based
on fiscal year GDP

d) Excluding marketing companies

e) Form survey of employment, eamingsand hoursworked. Large establishments, STATIN, 1998+1999

f) Revised

o/wb of which

mbb million barrels
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The transport system

The transport system of Jamaica consstsof a road network; a rail system not currently in
commercial use except for bauxite companiesto transport ore and alumina;international
airportsat Kingston and Montego Bay; domesgtic aerodromesat Kingston, Negril, Boscobel
and Portland; and port facilitiesat Kingston, Montego Bay, Ocho Rios, Port Antonio, Port
Kaiser, Port Rhodes, Port Esquivel, Rocky Point and Rio Bueno. Responsibility for transport
administration fallsunder the Ministry of Transport and Works.

Maritime transport

Jamaica hasvery sophisticated and welldeveloped port facilitieswhich serve varied
functionsincluding general cargo handling, transhipment, cruise shipping and bulk
handling of commodities. Kingston isthe seventh largest natural harbourin the world. Port
Bustamante asitsportisknown, hasseven berthsoperated by Kingston Wharvesto
handle the import and export of generalcargo and sixberthsoperated by Kingston
Terminal Operatorsto handle transhipment cargo. It isthe largest container port in the
English speaking Caribbean. The Port Authority hasannounced plansto expand and
upgrade Port Bustamante.

Air transport

Airtransport in Jamaica isthe majortransport mode forinternational passengersand it is
becoming anincreasingly important mode of transport forgeneral cargo and small
packages. Jamaica hastwo international airportsb Norman Manley International Airport
in Kingston and Sangster International Airport in Montego Bay.

Road transport

Jamaica isknown to have the second highest road densty in the world. The road network
consstsof 5,286 km of main roadsand 9,962 km of parochial roadsserving an idand
whose land area is11,420 sg km and population 2.5 million persons.

The economy reliesvery heavily on road transport for passenger and freight movement.
Many of the roadsevolved from bridle tracksand they have been improved overtime to
their present state. The vast majority were not originally constructed to modern
engineering standards.

The absence of properroad profilesand adequate drainage facilitieshave taken theirtoll
overtime. The state of much of the network, particularly the tertiary roads, rangesfrom
poorto very poor.

The following chart showsthe relative state of roadsmaintained by the Public Works
Department (2PWD?°).
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State of roads maintained by PWD

Good
13%
Poor
48%
Fair
39%
SOURCE PWD

The parochialroad network isthought to be in worse condition.

Comment: 0070494l .xIs* State of
/| road?Chart 1

1

Heavy rainfall, increasing traffic levelsand declining real expenditureson maintenance
contribute to the poor state of roads. According to the Road Inventory and Condition
Survey, real expenditure on road maintenance in fiscal 1999/2000 wasapproximately

twenty-five percent of real expenditure in fiscal 1996/1997.

Expenditure on roads

Fscal year 1996/1997+1999/2000D Ministry of Transport and Works (Jamaican dollars)

Heads of expenditure 1996/97

1999/2000

Recurrent
Total recurrent expenditure 2,356,242,018
Capital “A”
Total capital 2A°
expenditure

1,846,856,245

Capital “B”
Total capital °B°
expenditure

923,871,859

Traffic accidents

1,535,598,603 1,391,572,767

1,930,886,927

388,370,000

784,220,000

903,210,000

The poordesign standardsand the state of road surfacescontribute to Jamaica's

relatively high road accident rates.

A total of 11,010 traffic accidentswere reported to the police in 1999. Thisfigure
represented an increase of 2,924 (36.2%) over the 1998 figure. 295 fatalitieswere recorded

in 262 accidents(decrease of 16.0% compared to 1998).

Rail transport

The Jamaica railway system wasconstructed between 1845 and 1925. On completion,
the rail sysstem consisted of 204 milesof standard gauge track. Between 1955 and 1963, full
conversion from steam engine to diesellocomotive wasachieved. Dieselrail carsfor
passengertraffic were introduced in 1962. In the 1950s, bauxite mining became a very
important industry in Jamaica and both bauxite/alumina and passengertraffic grew at a

fast pace.
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However, when the country faced economic difficultiesin the 1970s, capital investment in
the railway system declined sharply and except fora few equipment additions,
budgetary restrictionscontinued through the 1980s. During thisperiod available resources
were directed to maintain the service in the lucrative 2bauxite corridor® and reliability and
service standardsoffered to the general public declined markedly.

Between 1980 and 1994, there wasprogressive closure of the lines. Some corridorsare
currently operated exclusively by and/or on behalf of the bauxite/alumina industry. Snce
the closure of the commercial rail service, there hasbeen a general switch to road
transport by commutersand shippersof agriculturalcommoditiesand generalcargo. The
Government ispursuing the award of a concession to a private sectoroperatorto
rehabilitate the rail system and to reintroduce commercial service. SDG hasopined that
thiswould not have any negative effect on the Project.

The Urban Transit System

In the early 1980s, the Government disbanded the Jamaica Omnibus Service (the
urban bustransit sysem) and awarded franchisesto private-sectoroperatorsto
provide urban transport in Kingston and S. Andrew and Montego Bay.

The franchise system did not operate efficiently. Central dispatching and maintenance
facilitieswere lacking. Largely because of a shortage of capitaland low investment
levels, acceptable standardsof capacity, reliability, service and safety were not
achieved.

The Government commissioned studieson the upgrade of the transit system and took
three fundamental decisonswhich itisin the processof implementing

The Lyndhurst Road depot wasrefurbished; and a decision wastaken to construct a
total of fourdepotsat Ashenheim Road (completed), Spanish Town (completed),
Windward Road (contract awarded) and Portmore (to be constructed)

The Kingston Metropolitan Transport Region wasexpanded by law to include Portmore
and Spanish Town and itsenvirons

The Jamaica Urban Transit Company (JUTC) wasset up by the Government

The JUTC initially took over school busservice in the Corporate Area. In January 1999, it
assumed responsbility for providing regular busservice in the eastern sub-Region when it
took overthe routesformerly operated by the Metropolitan Transport System. On

21 April 2000, it assumed responsbility for the Spanish Town and Papine route systemsfrom
the Con-Urban franchisee.

The Government isnow negotiating the take over of the routesin the Northern and
Portmore sub-regionsfrom the National Transport Co-operative Society. Once thisprocess
iscomplete, the JUTC will turn itsattention to reorganising the omnibusservice in Montego
Bay and Ocho Rios.

Rural and inter-city mass transit

Rural and inter-city busservice isprovided by private sectoroperators. ltisplanned that
thissystem will be retained.

Ongoing transport infrastructure projects

The Ministry of Transport and Works hasidentified a number of Transport Infrastructure
projectswhich are eitherin the processof implementation or are planned for
implementation. These include

Construction of the Old Harbour By-PassRoadb a 14.2km , two lane highway which will
route transit traffic away from the town centre, thereby reducing congestion. Thisroad
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isscheduled forcompletion in December 2001. A section of the Old Harbour By-Pass
Road isto be incorporated into Highway 2000

The Northern Jamaica Development Project. Thisisa project to improve the Northern
coadalroad from Negril to Fair Prospect which stretchesapproximately 268 km and
traversesthe majortourist resortson the north and west coasts. The project isaimed at
improving the physical infrastructure along the north coast, widening the road,
improving drainage, and improving itsgeometric profile. The programme issub-divided
into fourcomponents
+ NegritMontego Bay. Thissegment is71.2 km with approximately 24 km being
overlaid and 47.2 km being reconstructed orrealigned. It also includesthe
construction of drainage culverts, eleven bridgesand the rehabilitation of seven
exigting bridges. The contractisat approximately 45%completion. The contractor
hasbeen given a 24 month extension to the completion date which now expiresin
September 2001. Problemsaffecting the projectinclude financial and administrative
difficultiesaffecting the contractor'sparent company; delaysin land acquistion
and resettlement; relocation of utilities; and inadequate funding of the programme

I+

Montego Bay+Ocho Rios. Thisinvolvesthe construction of 22 km of new highway;
recongtruction of 53 km of existing highway; construction of 72 new structures
(bridgesand box culverts); and rehabilitation of five bridges. No contract hasbeen
awarded to date asthe MLA which isfunding the project hasinssted that a major
portion of the land acquisition and resettlement should be completed before
invitation to tender. Negotiationsare taking place with property owners. Relocation
of utility polesisalso a critical issue

I+

Ocho RiostFair Prospect. Pre-construction activitiesare in progress, including the
preparation of contract drawing and bidding documents. The International Agency
involved in funding thisprojectisalso insisting that land acquisition and resettlement
should be completed priorto the award of a contract

I+

South Gully Sub Project. Thisinvolvesenclosing and realigning the South Gully from
the existing outfall into the sea through the city of Montego Bay in orderto alleviate
the frequent flooding of Montego Bay during heavy rains. Work isapproximately 60%
complete. Completion isexpected in December 2000. The Northern Jamaica
Development Project isplanned to upgrade the standard of road transport along
the heavily populated and trafficked north and western shoreline. It willcater almost
exclusively to local traffic and touriststransferring between the Sangster
International Airport and Hotels.

Road Rehabilitation and Ingtitutional Srengthening Programme. Thisproject addresses
the rehabilitation of 102km of roadsin the parishesof & Andrew, S Mary and Portland

Jamaica/Canada Bridge Development Programme. Seventeen of a total of twenty
bridgesplanned forthisPhase of an ongoing programme have been built to date
Future road development projects

There are eight projectsforwhich development work hasbeen undertaken by the
Ministry of Transport and Works.

Fanish Town to Moneague. A feasbility study forthe project wascompleted in
January 1997 by Ingeroute

Portmore to Halfway Tree. Thisinvolvesdualising the Portmore Causeway and also the
Causeway Bridge with the upgrading of the Three MilesRound-about to a signalised
intersection. Feasibility ssudiesand preliminary designshave been carried out by Dillon
and Associates. Thisprojectisto be absorbed into the Project
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Sanish Town By-pass. Thisproject addressesthe widening of the By Passto fourlanes
with majorimprovement to the Jose Martiand Old Harbourroundabouts. No detailed
designsor feasbility ssudieshave been carried out

Washington Boulevard widening. Thisinvolvesthe widening of Washington Boulevard
between MolynesRoad and Duhaney Park Avenue. Thisproject isunderway

Falmouth By-pass. Thisproject addressesthe construction of a by-passforthe town of
Falmouth starting at Salt Marsh and ending nearthe Trelawney Beach Hotel. This
project willbe implemented underthe umbrella of Phase 2 of the Northern Jamaica
Development Project

Montego Bay By-pass. Thisproject addressesthe consruction of a by-passto the city of
Montego Bay starting at the intersection of Barnett Sreet and Southern Cross
Boulevard proceeding inland by Green Pond and ending in the vicinity of Iron Shore in
the north

Porusto Clarendon Park. Thisplan involvesthe construction of a new road to link into
the newly constructed Melrosae Hilldeviation road between Porusand Clarendon
Park. Thissection of road isnow planned forincorporation into the Project

Roselle Deviation. Itisplanned to replace the existing Roselle main road in & Thomas
with a new road whose alignment will be inland of the current road, by-passing the
Roselle bridge. Sea defence work willbe carried out along the existing road. This
project isnecesstated by constant erosion of the road
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The construction and installation sector contributed 8.2% of GDP in 1999, a decrease of
0.2%from 1998. During the five yearsended 31 December 1999, real GDP for thissector
declined by approximately 3% peryear. Thisdecline waslargely due to the high cost of
capital, which curtailed building in the private sector.

The following table showsthe performance indicatorsof the construction sector for the
years 1995 to 1999.

Performance indicators of the construction sector

% change

1995 1996 1997 1998 1999 99/98
Housing starts (public and private 10,848 6,047 7,193 4,546 5,390 38.5
sectors)
Housing completions 10,573 6,103 6,200 3,270 7,905 141.7
Cement sales(tonsin thousands) 562.7 565.3 575.3 557.6 601.5 7.8
Concrete production (J$000) 538.9 515.8 691.7 298.5 147.2 (50.6)
Slica sand production (000stonnes) 16.3 15.8 12.1 6.1 9.4 54.0
Marl and fill production (000stonnes) 9,332.1 9,659.7 9,753.0 9,101.0 10,096.0 10.9
Sand and gravel production (000s 1,800.0 1,836.0 1,928.0 1,840.0 2,006.0 12.0
tonnes)
Limestone production (000stonnes) 3,385 3351 3350 3200 3300 3.1
Expenditure on major public utilities 8,020.0 na na 5,102.4 2062.2 (60.2)
(I$m)
Value of construction material imports 149.9 131.6 160.9 164.0 154.2 (5.9)
(UStm)
Contribution to employment (annual 72.6 81.2 79.6 79.6 77.6 (2.5)
average numberof personsin
thousands)
Contribution to GDP (%) 9.4 9.1 8.9 8.4 na na

SOURCE Planning Ingtitute of Jamaica

The construction industry in Jamaica isrelatively sophisticated. The National Contracts
Commission, an agency of the Government of Jamaica, isin the processof preparing a
Register of Approved Public Sector Contractorsforthe provision of construction worksto
the Government and state agencies. The new Register became effective on

31 August 2000 and will replace existing listsof contractorsthat were in force in various
Ministiesand agenciesof Government.

Professional services

The following table showsthe number of registered professionalsin disciplinesrelated to
the construction industry.

Professional Number
discipline registered Comments
Architects 140 Year 2000 membership of the Jamaican Ingtitute of Architects.

Registration of local professonalswith the Architects
Registration Board under the provisonsof the Architects
Registration Act 1987 ismandatory.

Land surveyors 79 Membersof the Land Surveyors Association. Membership of
thisbody isopen to all Commissioned Land Surveyorson a
voluntary basis.

Quantity 82 Year 2000 membership of the Jamaica Institute of Quantity
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surveyors Surveyors. Membership of thisbody isvoluntary.

Engineers 400 Year 2000 register of the Professional EngineersRegistration
Board. Registration mandatory for all practitionersin Jamaica.
Temporary registration of expatriate engineersfulfilling
contract obligationsorworking fora prescribed period on a
project isavailable. Allapplicantssubmit completed form and
credentials. Temporary registration applicationsmay be 2fast
tracked®.

Many of these professionalsare associated in limited liability companiesand partnerships.

Local building material producers

The Caribbean Cement Company, located at Rockfort in eastern Kingston isthe sole
manufacturer of Portland Cement in Jamaica. The plant hasa capacity of 650,000 tons
perannum. ltiscurrently producing at a level of approximately 90% of itscapacity.
Locally produced cementismarketed in bags (net wt 42.5kg) and in bulk. The company
adoptsa fixed price strategy fordomestic salesto distributors. However, it isprepared to
enterinto supply contractswith large purchaserssuch asthe Project concessonaire at
negotiated prices.

BRC Jamaica Ltd and ARC Systemsproduce welded wire mesh locally. Total production
capacity is6,400 tonnesperannum. They are currently producing at approximately 35%
of capacity.

BRC also hasthe capacity to produce approximately 7,200 tonnesof reinforcing steelbars
annually. Production of thisitem hasbeen halted.

Sand and aggregate used in construction are mined in Jamaica. Asphalt isalso
produced locally.

There are no restrictionson the importation of building materialsinto Jamaica.

Employment

The employment impact of the project should be significant, particularly in the
congruction sector. In the construction industry, it isestimated that employment
opportunitiesequivalent to 7,600 man-yearswillbe created directly by the Project
congruction activity. Thisequatesto between 1,500 and 2,300 incremental jobsat any
given time during the construction period.

Aspreviously noted, the construction industry hascontracted significantly in the past four
years. Even with the stimulusof the Project on the construction jobsmarket, employment
levelsin the industry will not be likely to rebound at a fast enough rate to exert inflationary
pressureson the sectororin the economy asa whole.

Prospective role of local professional, skilled and unskilled labour in the Project

Jamaica isregarded ashaving a skilled and experienced work forceb particularly in the
congruction industry. In 1999, it isestimated that approximately 77,600 personswere
employed in construction, a figure below the level of 81,200 in 1996 and previouspeak
years. Many skilled personswill have migrated from the industry to other formsof
employment because of a lack of opportunity in thiscurrent period of economic down-
turn. Market forceswill attract them back to the industry when opportunity iscreated by
projectssuch asthe Project.

The Project representsthe largest infrastructural project to be undertaken in the English-
speaking Caribbean where state of the art and innovative, design, construction and
operation methodswillbe employed by the concessionaire. It isanticipated that not only
willindigenouslabour and skillsbe used to the fullest extent possible, but that
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professionals, skiled and unskilled labour alike, willbe able to reap maximum benefit from
skillsand technology transfer.
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Highway 2000 will be the first Toll Highway in Jamaica. In June 2000, the Project
Development Unit of Highway 2000 commissioned USbased Johnson Survey Research Inc.
to conduct a survey among prospective usersof the highway to ascertain the level of
acceptance ofthe concept of charging tollson the localroad syssem.Johnson Survey
Research Inc. hasconducted surveysfor Mobil Oil, Phillip Morris, Consolidated Edison, the
New York Post and several private and public sectorcompaniesin Jamaica.

A total of 1,200 prospective usersof the Highway were interviewed. Respondentswere
drawn from a very wide cross-section of potential usersincluding drivers of heavy trucks,
light trucks, taxis, private vehiclesand the general public.

An average of 49% of potential userssay they have heard of Highway 2000. Of those who
had knowledge, an average of 36%have a favourable opinion of the proposed highway,
7%an unfavourable opinion, and 6%don't know enough about it to offeran opinion.

Knowledge of Highway 2000 among vehicular population
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Afterbeing told the 2basics® of the highway, those who indicated a favourable opinion of
the highway moved from 36%to 70%.

Importantly, respondentswere asked to give theirviewson the introduction of tolling and
paying an average cost forthe use of the highway. By a majority of 59%to 37%, residents
accepted the concept of tollsand the levelthey are being proposed atasa reason to
build Highway 2000. Thisisalso true of driversof heavy truck (57%to 38%), and minibus
drivers (61%to 37%). Driversof light trucksand taxistend to think that the tollsand their
levelsare a reason not to build the highway, by majoritiesof 54%to 38% and 56%to 39%
respectively.
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Responsesfrom selected groupson toll charges on Highway 2000
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The resisance among driversof light trucksand taxiscould be that it isexpected that the
cost of tollswillbe deducted from theirchargesto passengers. Without the necessary
information, these driverscould view Highway 2000 asa competitorto theirlivelihood.

At the end of the interview, respondentswere asked whether the Highway 2000 should be
built. An average of 84%of those interviewed believe the highway should be constructed.

Should Highway 2000 be built?
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79% of residentssay they would probably use the highway while other potential usersare
asfollows: 83%of driversof private passenger vehicles, 70% of taxi drivers, 82% of minibus
drivers, 73% of light truck driversand 88% of heavy truck drivers.

From the resultsof thisindependent poll, it isclearly evident that there iswide acceptance
of the prospect of construction of Jamaica'sfirst tolled highway. After a sustained period
of consultation and information dissemination, it isexpected that the level of awareness
and acceptance willbe dsgnificantly increased.
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