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1. EXECUTIVE

SUMMARY




EXECUTIVE SUMMARY

Executive Summary

After a robust and competitive procurement
process that lasted more than 48 months,
on July 5, 2022, the Partnership Committee
(the “Partnership Committee”) established
by the Puerto Rico Public-Private
Partnerships Authority (the “P3 Authority”)
for this project pursuant to Section 8 of
the Public-Private Partnerships Authority
Act, Act No. 29-2009, as amended (“Act
29" or the “Act”), recommended to the
Board of Directors of the P3 Authority (the
“P3 Authority Board") the approval of the
Public-Private Partnerships Agreement (the
“PPP Agreement’) between the Puerto
Rico Ports Authority (“PRPA") and San
Juan Cruise Port LLC (“SJ Cruise Port” or
the “Concession Company’, a subsidiary
of Global Ports Holding Plc (“Global
Ports”) solely organized to execute and
implement the PPP Agreement with the
support of Global Ports and alongside Enka
Construction and Development BV (“Enka’),
a global engineering and construction
firm, who will act as the lead construction
contractor. The PPP Agreement awards
a 30-year concession (the “Concession”)
for the operation, maintenance, repair,
improvement and replacement of certain
cruise terminals and related facilities in
San Juan Bay (the “San Juan Bay Cruise
Terminals”). References herein to the “GP
Group’shallbedeemedtomean Global Ports
and other team members that participated
during the procurement process.

Global Ports is the world's largest cruise
port operator with an established presence
in the Caribbean, Mediterranean, and Asia-
Pacific, as well as extensive commercial
port operations in Montenegro. Global Ports
was established in 2004 as an international
port operator. They hold a unique position
in the cruise port landscape as the
world’'s leading cruise port brand, with an
integrated network of cruise port serving
cruise liners, ferries, yachts and mega-
yachts. Global Ports operates 26 cruise
ports in 14 countries and continues to grow
steadily. Global Ports provides services for
15 million passengers reaching a market
share of 29% in the Mediterranean annually.
Global Ports is known for its industry-
leading experience of sustainable growth of
cruise traffic. It has a proven track record in
operating multiple world-class cruise ports
and expertise in managing and developing
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complex construction projects for the cruise
terminals they operate.
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EXECUTIVE SUMMARY

Global Ports has incorporated a wholly-
owned, single purpose entity, San Juan
Cruise Port LLC (“SJ Cruise Port" or the
“Concession Company”), to sign and
implement the Concession as the party to
the PPP Agreement with PRPA.

The Partnership Committee has concluded
that the Concession Company is uniquely
positioned and equipped to transform the
San Juan Bay Cruise Terminals into the
leading cruise port of the Caribbean and
maximize benefits for the people of Puerto
Rico.

The Partnership Committee's decision
marks an important milestone in addressing
the current infrastructure deficiencies and
operational disadvantages of the San Juan
Bay Cruise Terminals. This Concession wiill
not only reposition San Juan as a must-
visit cruise port in the Caribbean, but it will
also serve as a driver of economic growth
in Puerto Rico following the destruction
brought by Hurricane Irma (“Irma”) and
Hurricane Maria (“Maria”, together with
Irma, the “Hurricanes”), in 2017 and the
ongoing COVID-19 pandemic (“COVID-19").

Prior to the impact of the Hurricanes
and COVID-19, the San Juan Bay Cruise
Terminals were already suffering from
inherently deficient infrastructure. Due to
PRPA funding constraints, improvements
to the San Juan Bay Cruise Terminals since
the 1990s have been modest and as needed,
with PRPA endeavoring to support the
evolving needs of the cruise industry but
unable to make more than the minimum
level of investment needed to maintain the
piers. As a result, the San Juan Bay Cruise
Terminals today are outdated, undersized,
and fail to meet the needs and expectations
of the modern cruise industry.

The damage caused by the Hurricanes
exacerbated PRPA’s challenges and created
new ones. As a result, the Government of
Puerto Rico (the “Government”) has sought
not only to rebuild after the Hurricanes,
but also utilize the recovery process as
an opportunity to jumpstart a long-term
revitalization of the Puerto Rican economy.
This revitalization would include, among
other things, upgrading PRPA’s facilities
through major renovations to meet the
needs of the modern cruise industry and
be more resilient against future natural
disasters, making San Juan a high-demand,
vibrant and must-visit touristic cruise
destination.

7

Pursuant to Act 29 and the Regulation for
the Procurement, Evaluation, Selection,
Negotiation and Award of Participatory
Public-Private Partnership Contracts (the
“Regulation”), on October 17, 2017, the P3
Authority received from Global Ports and
Civil & Building North America (“CBNA")
an unsolicited proposal for the exclusive
right to repair, design, build, finance,
maintain, and operate (“RDBFMO") certain
cruise terminals in the San Juan Bay (the
“Unsolicited Proposal’). The P3 Authority
evaluated the Unsolicited Proposal following
the requirements set forth by Act 29 and
the Regulation, and, after careful evaluation,
determined that the Unsolicited Proposal
was beneficial to the public interest.
Therefore, in compliance with Section 7
of the Regulation and Article 9 of Act 29,
a project for the operation, maintenance,
repair, improvement and replacement of
the San Juan Bay Cruise Terminals through
a public-private partnership (“PPP") with
PRPA (the “Project”) was opened to
competitive procurement. The Project
commenced with the Desirability and
Convenience Study (“D&C Study”) and was
followed by the publication of a request for
qualifications (the “RFQ") and subsequently,
a request for proposals (the “RFP").

On September 5, 2018, the P3 Authority
issued the RFQ for the Project. On or about
October 17, 2018, five (5) private sector
participants (including the GP Group) (each
a “Respondent”’) submitted statements
of qualifications (“SOQs") in response to
the RFQ. Section 9(d) of Act 29 addresses
consortia, a prevalent structure in PPP, and
provides that parties wishing to participate
in the procurement process for a PPP
may present their proposals jointly as a
consortium in order to best utilize the skills
and expertise of each of the consortium
members.

On November 20, 2018, the Partnership
Committee selected the following three (3)
experienced and reputable Respondents
in the qualification process conducted
pursuant to the RFQ (the “RFQ Process”) to
participate in the next phase of the process:
(i) Puerto Rico Cruise Terminal Partners
(“PRCTP"); (ii) San Juan Cruise Terminal
Partners (“SJICTP"); and (iii) the GP Group.
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EXECUTIVE SUMMARY

On December 3, 2018, the P3 Authority issued the RFP for the Project. Before the RFP
submission deadline, the P3 Authority received formal notifications from PRCTP and SJCTP
confirming their withdrawal from the procurement process. On July 31,2019, one participant
in the RFP procurement process (the “RFP Process”), the GP Group, submitted a proposal in
response to the RFP (the “Proposal’).

The RFP required proponents to submit as part of their proposals the following:

A comprehensive proposal, which required, among other things, acceptance of
the form of the PPP Agreement and submittal of a proposal security to secure
the commitment of the proponent to its proposal until financial closing;

A technical proposal, which required each proponent to provide details for (i)
business and marketing, (ii) the operating plan and (iii) the port master plan and
capital and Construction plan; and

A financial proposal, which required each proponent to propose (i) an upfront fee
equal to or greater than $72 million, (ii) robust and realistic financing plans, and
(iii) plans to incorporate local equity or debt financing.

The Partnership Committee recommended that the GP Group be designated as Preferred
Proponent, as defined in this Report, and proceed to further and final negotiations given
that its Proposal provided a thorough, detailed and viable approach to each of the technical
and financial components of the RFP. At the same time, the Proposal addressed the Proj-
ect goals which include: (i) repairing and expanding the San Juan Bay Cruise Terminals; (ii)
securing access to private funds; (iii) reducing PRPA’s debt; and (iv) increasing operational
efficiencies and cruise passenger traffic.

The Proposal presented a customized approach to repair and expand the San Juan Bay
Cruise Terminals, which illustrated a comprehensive understanding of PRPA’s circumstanc-
es. Among other things, the GP Group provided a detailed transition plan, business and
marketing plan, operating plan, master plan, as well as an in-depth capital investment plan
and construction plan. Additionally, the Proposal offered as an upfront concession fee $72
million and an additional amount of $3 million to be held in escrow for certain purposes
which were also for the benefit of PRPA.

Based on the above, the Partnership Committee believes that the Concession (i) presents
the most viable path forward to repair and expand the San Juan Bay Cruise Terminals, (ii)
provides a sustainable path to achieving the Government’s objective of positioning Puerto
Rico as the must-visit cruise port in the Caribbean, and (iii) is the most advantageous option
for the people of Puerto Rico. This report explains the final Partnership Committee recom-
mendation to award the Project to the GP Group for signing of the PPP Agreement by the
Concession Company after extensive negotiations and detailed revisions to the PPP Agree-
ment and the Project resulting from the circumstances of the past two years of COVID-19
and its effect in the cruise industry. The Partnership Committee is pleased to present to the
P3 Authority Board and other government stakeholders its recommendation.

8
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INTRODUCTION

Introduction

This Partnership Committee Report (the
“Report’) has been prepared pursuant to:

Section 8(b)(vii) and Section 9(g)(i)
of Act 29; and
Section 9.1 of the Regulation.

Except as provided in Exhibit A (Defined
Terms) to this Report, capitalized terms
used but not otherwise defined in this
Report havethe meaningascribedtothem
in, as applicable, Act 29, the Regulation, or
the RFP.

In accordance with Section 9(g) of Act 29,
and Resolution 2018-44, as amended by
Resolutions 2019-32, 2019-49 and 2021-05,
of the P3 Authority Board, the P3 Authority
established the Partnership Committee
responsible for the procurement of a PPP
with PRPA for the repair, improvement,
operation and maintenance of the San
Juan Bay Cruise Terminals and related
facilities. Act 29 provides the Partnership
Committee with the authority to negotiate
the terms of the PPP Agreement and
provides PRPA with the authority to
execute the PPP Agreement negotiated
by the Partnership Committee with the
Concession Company, subject to (i) the
approval of the P3 Authority Board of
Directors and the Board of Directors of the
PRPA and (ii) the approval of the Governor
of Puerto Rico or his/her delegate, in each
case pursuanttoAct29andthe Regulation
(the approvals described in clauses (i) and
(ii) together, the “Required Approvals”).

In addition, the negotiated PPP
Agreement is subject to the consent of
the Financial Oversight and Management
Board for Puerto Rico (the “FOMB") in
accordance with the policy established
pursuantto Section204(b)(2) of PROMESA,
which requires FOMB's approval before
execution of all local Puerto Rico contracts
with an aggregate expected value of $10
million or more.

On February 9, 2022, the Partnership

1 The Resolutions from the P3 Authority Board of
Directors can be found on the P3 Authority's website:
WWW.P3.pr.gov
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Committee  voted unanimously to
approve and commence the process for
the Required Approvals, starting with the
FOMB. On June 9, 2022, and after more
than a dozen meetings and multiple calls
with the FOMB or its representatives,
the FOMB conditionally approved the
PPP Agreement. Following FOMB's
approval, the P3 Authority met with
the Preferred Proponent to finalize the
PPP Agreement. Accordingly, on July 5,
2022, following a process of more than
48 months, the Partnership Committee
voted unanimously to approve the PPP
Agreement.

Accordingly, the PPP Agreement is
submitted to the relevant entities for
the Required Approvals. Upon receipt
of the Required Approvals, as well as the
execution of the PPP Agreement, this
Report will be filed with the Office of the
Clerk of the House of Representatives and
of the Senate of the Legislative Assembly
of the Commonwealth of Puerto Rico.
The Report will also be published on the
P3 Authority’'s website at www.p3.pr.gov
and on the website of the Government of
Puerto Rico.

As required by Section 9(g) of Act 29, the
Partnership Committee has prepared
this Report to describe the procedures
followed in the procurement process for
the award of the PPP Agreement and the
reasons for its decision. In particular, this
Report describes, pursuant to Section 9(g)
of Act 29, the following considerations:

the public policy and social welfare
objectives the Government
seeks to address through the
implementation of the Project;

the processes resulting in the
recommended award of the PPP
Agreement, including the RFQ
Process, the RFP Process and the
evaluation of the Proposal;

the Partnership  Committee’s
selection of the GP Group as the
preferred proponent to engage
in  exclusive discussions and
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INTRODUCTION

negotiations with the P3 Authority in connection with the Project (the “Preferred
Proponent’); and the Partnership Committee’s rationale for recommending
the final award of the PPP Agreement to the Concession Company (the
“Recommended Award’).

In addition, although not a Required Approval under Act 29, since the Pan American
Piers portion of the San Juan Bay Cruise Terminals are located within the perimeter
and airport layout plan of the Ribas Dominicci Airport (also known as the Isla Grande
Airport), the PRPA will identify certain amount to be approved by the Federal Airport
Administration (“FAA”") for the use of Pan American Piers under the Concession.Members
of the P3 Authority, PRPA and Consultants have met with the FAA to review the Project
and its potential benefits, in addition to the regular meetings and conferences that
PRPA holds with FAA where the Project has also been discussed. PRPA and members
of the P3 Authority and Consultants will meet further with the FAA after obtaining the
Required Approvals to support and complete the FAA process before financial closing
of the Project.

Throughout the Project's procurement process, the P3 Authority and the Partnership
Committee have received advice from various consultants to the P3 Authority (the
“Consultants”).?

This Report is divided into six (6) main sections:

the Executive Summary;

this Introduction;

the Project Background and Objectives;

the Procurement Process;

the Recommended Award; and

the Conclusion.

2 IMG Rebel (“IMG”"), Macquarie Capital (USA) Inc. (“Macquarie”), CPM PR, LLC (“CPM"), DLA Piper (“DLA"), and Blan-
co Fuertes & Associates LLC acted as Consultants. IMG provided technical advice. Macquarie provided financial
advice. CPM provided advice in the procurement process. DLA provided legal advice. Blanco Fuertes & Associates
LLC provided real estate advice. In addition to the aforementioned Consultants, the P3 Authority engaged several
other specialized consultants to advise on specific matters and liaised with (i) AAFAF and its consultants in con-
nection with PRPA's financial and fiscal condition to, among other purposes, respond to FOMB's questions and (ii)
PRPA and its consultants.

N
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3. PROJECT BACKGROUND

AND OBJECTIVES




3.1 Project Background

3.1.1 PRPA and the San Juan Bay Cruise
Terminals

PRPA is a public corporation and
government body created by Law No. 125
on May 7,1942. It was originally established
as the Transportation Authority of Puerto
Rico, under the direction of the General
Administrator who reported to a Board
of Directors. In 1950, the functions of the
Board of Directors were transferred to the
Administrator of Economic Development.
The  Transportation  Authority was
renamed the Ports Authority in 1955.
PRPA is currently directed by an Executive
Director and a Board of Directors.

PRPA is subdivided into two (2) divisions:
the Maritime Division and the Aviation
Division. As part of the Maritime Division,
PRPA owns and currently operates the
San Juan Bay Cruise Terminals, consisting
of Pier 1, Pier 3, Pier 4, Pier 11, Pier 12, Pier 13,
Pier 14, Pan American Pier 1, Pan American
Pier 2 and related walkways and adjoining
property, as seen in the image below.
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In addition, PRPA also operates other
facilities in the harbor area of Isla Grande
and the wharfs of Puerto Nuevo, as
well as the wharfs in the harbor zones
of Arecibo, Fajardo, Vieques, Culebra,
Guayama, Guayanilla and Yabucoa. As
part of the Aviation Division, the PRPA is
responsible for nine (9) regional airports
(the “Regional Airports”) and is the owner
of the Luis Mufoz Marin International
Airport, currently being operated by
Aerostar Airport Holdings LLC (“Aerostar”),
a private partner pursuant to a PPP.

3.1.2 Puerto Rico’s Under-Investment
Compared to Other Ports

Puerto Ricohasunder-invested initscruise
terminal infrastructure in comparison
to other competing ports. This under-
investment has limited, and unremedied
will continue to limit, the ability of the
San Juan Bay Cruise Terminals to take
advantage of the recovery and growth of
the cruise line business.
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Pier 1 was constructed around 1970 and predominantly serves homeport traffic. Pier
4 and the Pan American Piers 1 and 2 were constructed around 1980 for an older class
of ships and for a mix of cargo and passengers. Throughout the years, these piers have
been augmented to increase their capacity. In particular, Pier 4 was developed into a
new homeport in the 1990s and subsequently redesigned to increase its capacity to
meet the market requirements of that time. Since then, however, the improvements of
these piers have been modest, with PRPA endeavoring to support the evolving needs
of the cruise industry within the limits of the financing available for development. Due
to funding constraints, PRPA’s development strategy has been limited to a minimum
level of investment needed to maintain Piers 1, 4 and the Pan American Piers 1 and
2 operational. Pier 3, on the other hand, was renovated in 2013 and is in satisfactory
condition. Today, and as a result of the above-mentioned under-investment, portions of
the San Juan Bay Cruise Terminals are outdated, undersized and fail to meet the needs
and expectations of the modern cruise industry.

Pier1 Pier 4 Pan American Pier

This contrasts with the major investments recently made or planned for the competing
Floridian and Caribbean ports.

Miami. In recent years there has been considerable investment and future-announced
investment across the Dante B. Fascell Port of Miami (“PortMiami”) world-class cruise
terminals. Considered already among the most modern and sophisticated cruise
terminals in the world, PortMiami has positioned itself as a sought-after destination for
both passengers and cruise lines. Recognizing the changing landscape of the region’s
cruise operations, PortMiami has undertaken, or plans to undertake, the following
projects, among others:

Terminal A: Starting in November 2018, Terminal A became home to Royal
Caribbean Cruise Ltd (“Royal Caribbean”) and its largest ships and is known
as the largest cruise terminal in the US, the result of much collaboration with
Miami-Dade County.

Terminal AA/AAA: MSC Cruises is planning to design, finance, build, operate and
maintain Cruise Terminals AA/AAA and its three berths for an approximate cost
of $350 million with completion estimated for December 2023.

Terminal B: Dubbed “The Pearl of Miami,” Terminal B is home to Norwegian
Cruise Line Holdings Ltd. (“Norwegian”). In 2018, a $239 million facility upgrade
started, transforming the terminal into a 166,500 square foot state-of-the-art
terminal which can accommodate cruise ships with a capacity of up to 5000
passengers. The new terminal was inaugurated in August 2021.

Terminal E: Most recently updated in 2018 with an investment of $8 million,
Terminal E exclusively serves Carnival Corporation PLC (“Carnival’) with new
passenger boarding bridges. This 3-story facility has a VIP lounge, advanced

14
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security screening, new check-in
counters, and a conveyor baggage
system.

Terminal F. Miami's third-largest
cruise terminal is currently under
construction at an estimated cost
of $170 million and is expected
to accommodate Carnival's
planned 7,000 passenger vessels
(the Panorama, Celebration, and
Mardi Gras). Terminal F will have
facial recognition software to
increase security efficiency during
embarkation and 32-meter-long
passenger boarding bridges
specifically to accommodate the
larger vessels.

Terminal V: Most recently known as
Terminal H, this terminal exclusively
serves Virgin Voyages. Terminal
V has a unique architecture,
complete with palm trees and
the like achieving a tropical-
inspired feel. The 132,000 square
foot terminal was inaugurated in
February 2022.

Port Canaveral. The world's second
largest cruise port by passenger count,
Port Canaveral completed in mid-2020
a $163 million upgrade to Terminal 3; the
largest upgrade of such project in port
history. This new 188,000 square foot
facility boasts a six story, 1,800 vehicle
parking garage, cutting-edge technology
baggage processing, state-of-the-art
security and check-in area, seating for
1,700 guests, and the ability to handle the
largest of cruise ships. The terminal can
accommodate vessels up to 1,309 feet in
length.

Freeport, Bahamas. Bahamas Port
Investments (“BPI”"), a joint venture
between Royal Caribbean and ITM Group,
were in negotiations with the Bahamian
government for the transformation of
the Grand Lucayan Resort into a major
destination with additional hotel and
conference space, a water adventure
theme park, retail and restaurants. While
this project has been cancelled by the new
Bahamian government, the negotiations
between BPI and the Freeport Harbour

15

Company for the expansion and
transformation of the cruise port into a
world-class port facility are ongoing.

Nassau, Bahamas. In 2019 an affiliate
of the Concession Company signed a
25-year management agreement post-
construction for the Nassau Cruise Port.
The Nassau Cruise Port will become a
cruise homeport after a $300 million
redevelopment project,which willincrease
the number of ship berths from five to six,
boosting the passenger capacity from
20,000 to 30,000 on any given day. The
project will replace a customer warehouse
and include a new terminal building, retail
facilities, food and beverage outlets, a
major outdoor events and entertainment
space, amphitheater, museum, and
waterfront park.

Antigua. In November 2020, the St.
Johns Port completed a $30 million
construction investment of its fifth berth,
the newest pier at the cruise port facility.
This expansion is part of an $80 million
development agreement signed between
an affiliate of the Concession Company
and the Government of Antigua in 2019 to
redevelop a larger cruise complex.

3.1.3 Recent Challenges
Natural Disasters

PRPA's challenges were both highlighted
and significantly aggravated by the
Hurricanes, which struck Puerto Rico
within two weeks of each other and
resulted in one of the largest and most
complex disaster response and recovery
efforts in recent U.S. history. Irma skirted
the northern coast of Puerto Rico, its
eye passing north of Puerto Rico as a
category five hurricane® on September
6, 2017, causing significant flooding,
regional power and water outages,
and other damage to Puerto Rico’s

3 FEMA's definition for hurricanes is based on the Saf-
fir-Simpson scale which takes into account a storm’s
maximum sustained wind speed. A category four hur-
ricane is defined as having sustained winds ranging
from 130 to 165 miles per hour and that will result in sig-
nificant infrastructure damage, power outages lasting
for months, and loss of life. A category five hurricane is
the highest category and is defined as sustained winds
over 157 miles per hour.
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infrastructure. On September 20, 2017,
while Irma’s response operations were still
ongoing, Maria made a direct strike over
Puerto Rico as a category four hurricane,
causing widespread and unprecedented
devastation and destruction to the entire
Island. Maria resulted in loss of life and
massive infrastructure and property
damage that severely affected Puerto
Rico's population, economy, critical
infrastructure, social service network and
healthcare system.

The Hurricanes struck Puerto Rico in the
midst of an already dire financial situation
for PRPA and the Government. The series
of earthquakes that struck Puerto Rico in
December 2019 and January 2020, and the
ensuing damage, further demonstrated
the critical need for infrastructure
investment.

COVID-19

The COVID-19 pandemic’s effects from
2020 on the cruise industry have been
widely documented. As many countries
across the globe closed their borders
in response to COVID-19, thousands of
passengers were kept at sea, while vessels
sought a port to dock. In mid-March 2020,
Canada banned all ships with more than
500 people from docking in their ports.
Australia, New Zealand, and the United
States banned all ships arriving from
foreign ports and directed all foreign
flagged ships to leave the country. As a
result of these redirections, passengers
were quarantined on board for almost
a month before being repatriated. The
financial impacts on the cruise industry
of these governmental measures and
passengers’ aversion to short-term cruise
travel turned out to be temporary and
overall recovery is on the horizon. The
cruise industry is gaining momentum as
most of the cruise brands have started
sailing again. As an example, Royal
Caribbean has about 80% of its fleet up
and running.*

of

As of July the Center

12, 2022,

4 See www.cruiseindustrynews.com/cruise-news/2678-
jason-liberty-g2-in-line-royal-caribbean-won-t-
compromize-guest-experience.html.
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Disease and Control Prevention (“CDC")
continues to recommend cruise ships
operating in U.S. waters to participate in
its COVID-19 Program for Cruise Ships.
While participation is not compulsory,
it is understood that those who opt out
will require crew and passengers to wear
masks when located indoors.®

Prior to the COVID-19, the cruise industry
was the fastest-growing category in the
leisure travel market. Since 1980, the
industry had experienced an average
annual passenger growth rate of
approximately 7% per annum®. Between
2008 and 2018, the industry grew by 35%’.
The Caribbean region is the largest market
within the global cruise ship industry,
representing over a third of the global
demand, followed by the Mediterranean
with  16%, and emerging markets,
particularly Asia/Pacific and China, with
over 10%. Within this timeframe, the
global port capacity expanded from
269,000 berths to 563,000 berths and was
expected to grow to 784,000 berths by
2027,a 290% increase in over 15 years.

In the past, the cruise industry has
been relatively resilient to economic
downturns. Passenger growth continued
to be positive even during the last three
recessions. Consistent with that history,
manufacturers, service providers, and
industry publications have indicated that
there is significant cruise industry “pent-
up demand” following the COVID-19-era
limitations. Cruise Lines International
Association, a trade organization for
the cruise industry, found in December
2020, before major vaccine rollout
announcements were made, that 73%
of cruisers say they are “likely to cruise
in the next few years”, and “50% say they
will cruise within the year.” Carnival's
President and Chief Executive Officer
(“CEO") Arnold Donald said that advance
bookings for the first half of 2022 were
at or above 2019's bookings for the same
period spread across the globe, including
Caribbean itineraries, strengthening the

5 See CDC Cruise Ship Guidance at https://Awww.cdc.
gov/quarantine/cruise/index.ntml

6 Florida Caribbean Cruise Association (2017). Cruise
Industry Overview — 2017.

7 Florida Caribbean Cruise Association 2019; CLIA 2019.
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cautiously optimistic outlook for the
sector. Likewise, Disney's CEO Bob
Chapek highlighted the “extremely

strong” demand for the cruise lines in the
entirety of 2022, and particularly in the 2nd
half of 2022, based on current bookings.
Michelle Fee, CEO of travel agency Cruise
Planners, noted this pent-up demand
after observing more cruise bookings for
2022 than in 2019 and 2020. In general,
the pent-up demand for the industry
continues to be reflected in the level of
cruise bookings for 2023. However, the
actual recovery of the cruise industry for
2021 proved less strong than anticipated,
as a result of the additional unforeseen
restrictions that were imposed after a new
global surge in the COVID-19 cases, which
slowed the industry from reaching the
pre-pandemic levels of 2019.

The pandemic also created an opportunity
for cruise lines to update their fleets.
Although the number of cruise ships
being sent to “shipbreaking” facilities,
or recyclers, has increased since the
COVID-19 began, the cruise lines seem
to be adding new ships to their fleets.
Carnival, for instance, ordered eighteen
of its ships across nine of its operating
brands to be disposed of; however, they
are not cancelling any new build orders.
Arnold Donald said, “we will be adding
more efficient ships that will give us a
greater opportunity for returns.” Jason
Liberty, President and Chief Financial
Officer of Royal Caribbean recently echoed
this sentiment, stating that they will not
be cancelling any new build orders. The
new vessels tend to be more efficient and
larger.®

Based on cruise line trends and
developments during the COVID-19
and given that the cruise market has
traditionally been supply-driven, with
cruise lines bringing down prices and
filling capacity with discounted prices,

8 See:
https:/markets.businessinsider.com/news/stocks/carni-
val-cruise-line-to-grow-fleet-by-two-additional-ships-
by-2023-1030547341; https://thepointsguy.com/news/
carnival-cruise-line-ship-expansion

https://www.businessinsider.com/carnival-selling-18-
ships-amid-billions-losses-no-sail-order-2020-9?inter-
national=true&r=US&IR=T; New Cruise Ships on Order
(cruisecritic.co.uk)
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there is an expectation that the industry
will continue to recover successfully and
expand.

PRPA’s Financial Condition

PRPA's balance sheet deterioration,
reflecting continued budget imbalances
between revenues and expenditures,
and significant debt caused by deficit
financing, led to the loss of capital markets
access in 2014. This limited PRPA's ability
to make necessary investments in the San
Juan Bay Cruise Terminals. Coupled with
the deterioration in the local and global
economic environment, PRPA's funding
capacity has been further affected, limiting
the funding options available to PRPA
and resulting in the deferral of routine
and major maintenance projects on the
San Juan Bay Cruise Terminals. The last
major structural improvement to the San
Juan Bay Cruise Terminals funded by the
Government and PRPA was in 2013 and
involved the expansion of Pier 3.

PRPA's three main sources of funding are
maritime operations, airport operations,
and government financial assistance,
both from the Federal Government and
from the Government of Puerto Rico.

Government Contributions.
After the Hurricanes, PRPA has
been actively seeking funding
through federal grants from the
Federal Emergency Management

Agency (“FEMA") and the US.
Department of Housing and
Urban  Development (“HUD"),

including from the Community
Development Block Grant Disaster
Recovery (“CDBG-DR") and
Community Development Block
GCrant Mitigation (“CDBG-MIT")
programs administered by Puerto
Rico Department of Housing
(“PRDOH") in collaboration with
HUD or through other Government
sources (collectively, “Government
Contributions”).

To the date of this Report, PRPA
has not received Government
Contributions for any of the capital
expenditures needed for the
San Juan Bay Cruise Terminals
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because FEMA has determined
that the structural deficiencies in
the San Juan Bay Cruise Terminals
were primarily “pre-existing” and
not caused by the Hurricanes.
Therefore, the most urgent
infrastructure repairs do not
qualify for FEMA public assistance
disaster relief funding. FEMA funds
recently available to PRPA were
spent on other needed repairs,
such as repairing the cogeneration
facility at the Luis Mufioz Marin
International Airport. As for
CDBG-DR and CDBG-MIT, PRPA
and PRDOH are in the process of
updating the Action Plan toinclude
Piers 11 through 14 quay wall as
a prospect to receive funding by
PRDOH through the CDBG-MIT
program. This process, however,
will take time to complete and
confirm any definitive funding.

Cruise Line Funding. For the
past 20 years, PRPA has relied
upon funding from cruise line
companies to make improvements
to the San Juan Bay Cruise
Terminals. Major quay wall or other
similar pier piling, and foundation
improvements have not been a
part of the improvements made
by the cruise lines, as such these
are a primary focus for PRPA. The
amount contributed by the cruise
line companies has been repaid
by a credit given to the cruise line
companies against the passenger
fees they would otherwise have to
pay PRPA. In addition, the cruise
line companies have obtained
preferential berthing rights at
various piers. Funding through the
cruise lines is expensive and also
results in Preferential Berthing
Agreements (“PBAs") that are
inconsistent with the policy of PRPA
to expand the use of the San Juan
Bay Cruise Terminals by a wider
range of cruise lines under an open
access regime. The existing PBAs
give preferential rightsto two cruise
lines for 20-35 years in exchange for
the financing of about $30 million
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in capital improvements on Piers 3,
4, and Pan American Piers, which
in turn result in a cost of $56 million
for PRPA. Moreover, the COVID-19
has had a devastating impact on
the finances of the cruise lines and
the reliability of the cruise lines
as a future source of funding for
San Juan Bay Cruise Terminals is
unknown, as highlighted by recent
reports of rating agencies. Moody's
Investor  Services  (“Moody’s")
changed its outlook for US Lodging
and Cruise from “Stable” to
“Negative” in H1 2020 as a result of
the grounding of cruise operations
from the CDC's no-sail order. Per
Moody's most recent July 2021
update, US cruise operations have
returned following a 15-month
standstill. However, there is still
uncertainty around the ramp-up
speed of operations, restricted
occupancy compliance, and the
recovery of increased leverage.
Therefore, Moody's expects 2022
to be a recovery year with modest
levels of cruising and occupancy
aboard those ships. Moody's
expects earnings to return to 2019
levels in 2023 at the earliest but
notes the priority of free cash flow
will be used to bring debt balances
back to sustainable levels.

3.1.4 The Vision for the San Juan Bay
Cruise Terminals

In response to the Hurricanes, the
United States Maritime Administration
(“"MARAD"), under assignment by FEMA,
conducted a condition assessment of the

9 The firm Iglesias-Vazquez and Associates was hired
by the PRPA after the Hurricanes to assess the condi-
tion of the piers under consideration (the “IVA Report”).
The survey included a walk-over inspection of the piers
and buildings as well as a visual inspection by boat of
the fenders and underside of the piers. A diving sur-
vey and detailed structural calculations were not part
of the firm’s scope of work. Considering the IVA Report
did not include any structural analysis, it is of limited
use and was not relied upon for determining required
improvements to the San Juan Bay Cruise Terminals.
PRPA subsequently hired Gvelop LLC to undertake a
supplemental evaluation (including a diving survey
and more detailed structural evaluation) (the “Gvelop
Report”) to verify MARAD's conclusions related to the
condition of Pier 4 and the Pan American Piers. IVA Re-
port and the Gvelop Report are collectively referred to
herein as the “PRPA Technical Evaluation”.
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San Juan Bay Cruise Terminals through
a private consultant (the “MARAD
Report”’)°>. The MARAD Report includes
cost estimates for two categories, repairs
and resilience measures. Additionally,
the MARAD Report includes a walk-over
inspection of the piers and buildings; a
diving inspection, including ultrasonic
thickness measurements; and structural
calculations.  The MARAD Report
recommended, among others measures,
that Piers 1 and 4 be rebuilt entirely and
identified initial capital improvements
costs as high as $300 million.

Moreover, PRPA concluded that in order
to maintain San Juan as a major cruise
port destination and increase the number
of cruise passengers entering San Juan, it
needed to expand the number of cruise
lines that use the San Juan Bay Cruise

Terminals as either a port of call or a home
port. In order to achieve such expansion,
less dependence on PBAs is required,
as such dependence typically ties the
terminals to a limited number of cruise
lines. Further, a better integration of San
Juan with the rest of the Caribbean and
global cruise industries would support
these expansion goals.

Pier1

Pier 4
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From the MARAD Report and the
importance of the San Juan Bay Cruise
Terminals to the economy of Puerto Rico,
the Government has sought not only
to rebuild after the Hurricanes, but also
see the recovery process as a chance to
jumpstart a long-term revitalization of
the Puerto Rican economy. Along with
the aforementioned initiatives, PRPA is
seeking to upgrade its facilities through
major renovations to meet the needs of
the modern cruise industry and be more
resilient against future natural disasters.

As discussed above, based on the current
economic conditions and PRPA's debt
caused by deficit financing, PRPA does
not foresee near term opportunities to
access the debt markets to fund repairs
and upgrades or, more importantly, the
expansion and modernization to the
San Juan Bay Cruise Terminals needed
to maximize the opportunity that will be
available in the cruise industry as demand
for attractive Caribbean destinations
recovers and expands. Further, due to
structural damage to the piers that
predates the Hurricanes, PRPA does
not have access to certain federal funds
that may assist with the rebuilding
and expansion of the San Juan Bay
Cruise Terminals. Consequently, and as
concluded in the D&C Study undertaken
by the P3 Authority for the Project, PRPA
and the P3 Authority concluded that these
are tasks that are better suited to a private
operator and the best path forward would
be through a PPP.

Puerto Rico’s Existing PPP Program

For several years, Puerto Rico has been
one of the few U.S. jurisdictions with an
organized PPP program. The Government
has a robust and successful PPP
program under Act 29 and the use of this
framework is ideal to meet the goals and
objectives of PRPA and the Government
for the rebuilding and developing of the
San Juan Bay Cruise Terminals. The use
of the PPP model to develop projects like
the San Juan Bay Cruise Terminals is well
established in Puerto Rico. Over the past
decade, the Government has had success
in harnessing best industry practices,
expertise, experience, and know-how for
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its infrastructure projects by entering into PPPs with private sector participants in other
sectors. These projects include the long-term concession of toll roads PR-22 and PR-5
that was awarded in 2011 (the “Toll Roads Project”), the long-term lease agreement for
the Luis Mufioz Marin International Airport that was awarded in 2013 (the “LMM Airport
Project”), and, more recently, the long-term operation and maintenance agreement
(“O&M Agreement”) of the Puerto Rico Electric Power Authority’s (“PREPA") electric
transmission and distribution system, and the long-term O&M Agreement of the Puerto
Rico and the Island Municipalities Maritime Transport Authority (“MTA") ferry systems
(the “MTA Project”), both awarded in 2020. In each of these cases, the Government
soughttostrike a balance between governmentand private sector participation through
a mutually beneficial contractual relationship that results in the efficient, effective, and
affordable delivery of public goods and services to all citizens of Puerto Rico.

By providing clarity, uniformity and certainty with respect to PPP selection and
contracting, Act 29 and the Regulation comprise one of the most robust legal
frameworks for PPPs in the Americas. In particular, Puerto Rico's PPP program is
guided by the following five key components of a successful PPP program identified
by the World Bank Group: (i) clear public policy; (ii) strong legal framework; (iii) clear
processes and institutional responsibility; (iv) responsible financial management; and
(v) good governance arrangements, each of which is described in more detail below.”°

Clear Public Policy — Puerto Rico’s PPP program clearly articulates (i) the
Government's intent to use PPPs to deliver public services and (ii) the
objectives, scope and implementing principles of the PPP program.

Strong Legal Framework — Puerto Rico's PPP program is grounded in a
strong legal framework that sets the rules and boundaries for how PPPs
are implemented.

Clear Processes and Institutional Responsibility — Puerto Rico's PPP
program provides a detailed, clear and consistent process by which

PPP projects are identified, developed, appraised, implemented and
managed, and sets forth the roles of different entities involved in that
process.

Responsible Financial Management - Puerto Rico’'s PPP program
requires responsible public financial management that ensures PPPs
provide value without placing undue burden on future generations.

Good Governance Arrangements — Puerto Rico’s PPP program provides
for governance arrangements that allow other entities, such as auditing
entities, the legislature and the public, to participate in PPP projects.

10 See World Bank Group; Private Infrastructure Advisory Facility; Asian Development Bank; Inter- American
Development Bank; Multilateral Investment Fund. Public-Private Partnerships Reference Guide, version 3, 2017.
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Act 29 provides that the public policy
with respect to PPPs must be to maintain
such controls necessary to protect the
public interest yet balance this need for
controls with the profit-making purpose
of any private operation. The P3 Authority
was created pursuant to the Act 29 as a
public corporation of the Government
and affiliated with the Puerto Rico Fiscal
Agency and Financial Advisory Authority

(“AAFAF", by its Spanish acronym).
The P3 Authority is designated as the
sole government entity authorized

and responsible for implementing the
Government's public policy on PPPs and
for determining the functions, services
or facilities for which PPPs are to be
established™.

Act 29 recognizes the need for PPPs
to facilitate the development of
infrastructure and other projects by
delegating the risks inherent to such
development or service to the party
that is best capable of assessing and
managing such risks, improving services,
creating new jobs, and developing Puerto
Rico's economy and competitiveness.
Likewise, these partnerships enable the
Government to make infrastructure
projects feasible when the funds needed
to complete a project are not available in
the public treasury.

Furthermore, to ensure that PPPs provide
value without placing an undue burden on
future generations, Act 29 provides that all
revenue received by the Government from
a PPP Agreement may only be employed
for any of the following uses:

to pay debts of the public entity
entering into the PPP Agreement;

to pay debts of the central
Government;

11 In addition, Act 29 expressly states that it is the pub-
lic policy of the Government to favor and promote the
establishment of PPPs and further authorizes all de-
partments, agencies, public corporations, and instru-
mentalities, as well as municipalities and the legislative
and judicial branches of the Government, to use the
establishment of PPPs in accordance with the process
specified therein. Act 29 also prohibits the Government
from legislating to limit the powers or rights granted to
the P3 Authority and partnering government entities
under Act 29 until the obligations under an executed
PPP Agreement are satisfied.
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to create a capital investment
fund for the capital improvement
program of the public entity
entering into the PPP or the central
Government;

to create a fund to repay any line of
credit that may have been granted
by the Government Development
Bank for Puerto Rico to the public
entity entering into the PPP
Agreement; and

to contribute to the Government
retirement systems.

The robustness of the Act's framework is
evidenced by the success of the existing
PPPs and O&M Agreements mentioned.
In fact, the P3 Authority was presented
with the Organization of the Year -
Public Sector award at the P3 Awards
2021 international awards ceremony. The
Organization of the Year — Public Sector
award was presented to the P3 Authority
for its ability to solidly lead and execute
large-scale transformation projects, even
in the face of unprecedented challenges
such as the impact of the Hurricanes,
the earthquakes of 2019 and 2020; a
deteriorated fiscal situation, and the
restrictionsstemming fromthe pandemic;
among others.

The Toll Roads Project

The Toll Roads Project was structured
as a 40-year concession agreement
(the “Toll Roads Agreement’) between
Autopistas Metropolitanas de Puerto Rico
LLC, a consortium composed by Goldman
Sachs Infrastructure Partners and Abertis
Infrastructures (“Metropistas”), and the
Puerto Rico Highways and Transportation
Authority (“PRHTA") for the maintenance
and operation of two highways, PR-22
and PR-5. Pursuant to the Toll Roads
Agreement, Metropistas made an upfront
payment to PRHTA in the amount of
$1.08 billion and committed to make
certain investments to upgrade toll
roads PR-22 that runs from San Juan to
Hatillo and PR-5 that connects Catano
to Bayamoén and bring these highways
to world-class standards. The Toll Roads
Agreement provides that remaining
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revenues generated by the toll roads
belong to Metropistas. The Toll Roads
Project was the first concession of its
type successfully achieved in Puerto Rico
and was internationally recognized as
a successful PPP project, winning both
Project Finance International's deal of
the year in the Americas category and
the American Road and Transportation
Builders Association’s project of the year
award in 2011

The LMM Airport Project

The LMM Airport Project was structured
as a 40-year lease agreement (the “LMM
Airport Agreement”) between the PRPA
and Aerostar, to operate the Luis Muhoz
Marin International Airport, the busiest
airportinthe Caribbeanandcontainingthe
largest air cargo operation in Puerto Rico.
Pursuant to the LMM Airport Agreement,
Aerostar made an upfront payment to
PRPA in the amount of $615 million and
committed to make annual payments
equal to a percentage of airport revenues
and certain investments to upgrade the
airport facilities. Like in the Toll Roads
Project, the LMM Airport Agreement
provides that all other revenues belong
to Aerostar. The LMM Airport Project
was the first PPP completed for an
international airport under the Federal
Aviation Administration Pilot Program
and was also internationally recognized as
a successful PPP project, winning Project
Finance International’'s deal of the year
award in 2013.

The Electric Power Transmission &
Distribution System Project

OnJune 22,2020, PREPA, the P3 Authority
and LUMAEnNnergy, LLCtogetherwith LUMA
Energy ServCo, LLC (collectively “LUMA")*
entered into a 15-year O&M Agreement
for the operation, Mmaintenance,
management, repair and replacement of
Puerto Rico’s Electric Transmission and
Distribution System. The O&M Agreement
was the first PPP Agreement executed
under the Puerto Rico Electric Power
System Transformation Act, Act No. 120-

12 LUMAis a consortium composed of: Atco Ltd., Quanta
Services Inc. and Innovative Emergency Management,
Inc.
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2018,asamended, which was enacted with
the ultimate goal of ensuring that Puerto
Rico's electric power system evolves into
a modern, sustainable, reliable, efficient,
resilient, and cost-effective system. For
this project, the P3 Authority was also a
finalist in the P3 Awards 2021 for Project of
the Year - Utilities.

The Puerto Rico Maritime Transportation
Services Project

The MTA Project was structured as a 23-
year O&M Agreement between MTA, HMS
Ferries— Puerto Rico, LLC and HMS Ferries,
Inc. to operate and maintain the MTA’s
ferry system, including the operation
and maintenance of vessels and related
facilities for the municipal ferry service
provided in the key routes of Catafo-
San Juan and Ceiba-Vieques-Culebra.
The MTA Project is meant to ensure
operational safety and quality of service
provided to customers, modernize public
services and build a stronger and more
resilient infrastructure, the introduction
of operational efficiencies, the increase in
resources available for vessel maintenance
and service improvement, and a
reduction in the public sector subsidy
of the MTA operations. The MTA Project
O&M Agreement was signed on October
27, 2020. This project of the P3 Authority
was also nominated as Project of the Year
— Transportation.

LUMA employees restoring electrical services.
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3.2 Project’s Objectives

The Project consists of granting the Concession Company a 30-year administrative
concession for the primary purpose and essential consideration of:

Repairing, improving, operating and maintaining the San Juan Bay
Cruise Terminals;

Maintaining the safety and security of the San Juan Bay Cruise Terminals
at the highest possible levels;

Promoting, facilitating, aiding and enhancing commerce, tourism and
economic development at the San Juan Bay Cruise Terminals for the

Commonwealth of Puerto Rico;

Improving the interaction of relevant local stakeholders, primarily from
Old San Juan, Catano, Puerta de Tierra and Condado areas, with the
operations of the San Juan Bay Cruise Terminals; and

Improving the experience of cruise visitors to further promote Puerto
Rico as a major cruise destination.

As part of the Concession, the Concession Company will have the right to:

Collect and retain fees, charges, payments and revenues in respect of
the San Juan Bay Cruise Terminals included in the Project;

Use all of the immovable property, personal property and equipment
located at the Project site, as described in the PPP Agreement, during
the Concession term; and

Transfer all assets, as improved and expanded back to PRPA without any
further compensation or transfer payment by PRPA upon expiration of
the Concession term.
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As a result, the Concession Company will have the right of enjoyment and use of the
San Juan Bay Cruise Terminals. As a point of clarification, PRPA in no way is assigning,
transferring ownership or otherwise conveying title of the San Juan Bay Cruise Terminals
to the Concession Company. PRPA will continue to own current terminals and other
facilities of the San Juan Bay Cruise Terminals as well as new terminals and facilities
built in the future by the Concession Company.

Pier 1

Departure of cruise passengers in Pier 1.
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3.3 Project’s Anticipated Benefits

The Partnership Committee finds that the Project will generate significant economic
and social benefits to the people of Puerto Rico, which are summarized in the following
key social welfare and economic goals:

Accelerate completion of important capital improvement works to
enhance the performance, and safety conditions of the San Juan Bay
Cruise Terminals in the short term and the expansion of the terminals
to enhance the capabilities and offerings in the medium and long term;

Spur private infrastructure investment in Puerto Rico, which has a
multiplier effect on the economy and leads to the creation of new jobs;

Increase the number of cruise ships and tourists that visit Puerto Rico
on an annual basis, which has a positive effect on the island’'s economy,
especially in the nearby communities of Old San Juan, Puerta de Tierra,
Catano and Condado;

Reduce PRPA's debt burden, which has been negatively affected by its
financial performance and capital structure;

Provide a world class level of service to visitors of the San Juan Bay Cruise
Terminals; and

Make the new wharfs at Pan American Piers and Piers 11- 12 disaster
resilient, making its underwater structure strong enough to be used
by military and other vessels to bring in supplies or provide medical
attention and temporary housing following a future disaster.
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3.3.1 Repair and Expand the San Juan Bay Cruise Terminals

As described in previous sections, significant maintenance is needed to bring the piers
up to PRPA’s desired industry standards. The need to provide safe, efficient, and well-
maintained cruise terminalsin San Juan is evident. Moreover, the cruise ship order book
demonstrates a trend towards larger vessels and with the Caribbean being the most
popular cruise destination globally, it is expected that these ever-larger vessels will be
deployed on the Caribbean routes (as has been the pattern over the past decades).
Consequently, capital improvements will need to be spent on San Juan’'s cruise terminal
infrastructure to ensure that San Juan continues to be able to serve the largest cruise
vessels as well as the more demanding visitors.

Actual conditions of the Pan American Piers.

In addition to the investments necessary, operations at the San Juan Bay Cruise
Terminals need to be maximized. In the past, the piers have been developed and
upgraded in an as needed basis, with individual cruise lines financing improvements to
specific piers in return for passenger fees credits and preferential berthing conditions®.
While this approach has been necessary due to financial constraints, it means that the
cruise terminals operation is not optimized. A comprehensive and cohesive strategy
and master plan for the cruise terminals, including a long-range capital expenditure
program, would enable the piers to be maximized and managed more effectively and
operated more efficiently.

The PPP Agreement mandates certain repairs, rehabilitation, and expansion works to
be carried out within a designated timeframe and funded solely (or in part, at PRPA’s
option, if Government Contributions are available) by the Concession Company. Based
on the MARAD Report and the subsequent analysis reflected in PRPA’'s Technical
Evaluation reports, the GP Group undertook its own assessment of the condition of

13 Existing PBAs between PRPA and the cruise lines include:

Contract Key Provisions

PBA with Royal Caribbean for | Royal Caribbean has a 25-year term (subject to suspensions and extensions as
Pier 3 (February 10, 2003) provided in the agreement)

PBA and Master Development
Agreement with Carnival for
Pier 4 (June 7, 2001)

Carnival has a 20-year term (subject to suspensions and extensions as provided
in the agreement)

PBA and Development
Agreement with Royal | Royal Caribbean has a 35-year term (subject to suspensions and extensions as
Caribbean for Pan American | provided in the agreement)

Piers 1 &2 (April 19, 2002)
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the existing structures and proposed an initial investment
of $74.8 million for the repair and improvement works of
wharves and buildings, including: $15.9 million for Pier 4 wharf
improvements, $40.1 million for Pan American Piers wharf
improvements, and miscellaneous improvements to the Pier
1wharf and buildings, the Pier 3 wharf, the Piers 1-4 walkways,
and the Pan American Piers buildings collectively for $18.8 million. The Concession
Company will undertake these capital improvement projects, described as the Initial
Investment Projects (“llP") in the PPP Agreement, with its own funds.

$74.8 million
Estimated — Initial
Investment Projects

In addition, the Concession Company will undertake the Expansion Investment
Projects (“EIP") and the Phase Two Projects, with its own funds, as provided in the PPP
Agreement. If the PRPA obtains Government Contributions for some of these capital
improvement projects, then the Government Contributions will be used, advancing the
commencement of the EIP Projects, and the repairs of Piers 11-14 wharf. The details of
the IIP, the EIP, the Phase Two Projects, and the use of Government Contributions are
described in the PPP Agreement.

Lastly, the PPP Agreement requires the Concession Company to develop and maintain
a Cruise Pier Improvements Master Plan and Open Access Regime during the term
of the Concession. This master plan will enable the San Juan Bay Cruise Terminals to
be managed more effectively and operated more efficiently and be available to an
expanded universe of cruise lines and vessels at the cost of the Concession Company.

3.3.2 Secure Access to Funds

PRPA’s limited sources of available funding and weak financial position, which make
borrowing and investing new capital expenditures impracticable, are widely known
and have been explained in this Report. The traditional sources for funding are either
no longer available or, if available, could be used to complement private funding at the
San Juan Bay Cruise Terminals.

A PPP model, as opposed to PRPA continuing to operate, maintain and make capital
investments on the piers, will allow PRPA and the Government to cause the necessary
capital expenditures from private sources to be made on the San Juan Bay Cruise
Terminals, and use public funds for other PRPA improvements where private funding is
not available. Ultimately, a PPP model allows PRPA to maximize immediate-term value,
mitigate the need for additional PRPA debt, and accelerate improvements at the San
Juan Bay Cruise Terminals, producing jobs and economic development for Puerto Rico.
Itisnoted thatthe PPP Agreementincludes the opportunity for PRPAto, in its discretion,
use Government Contributions if received and provides for the complementary use
of private funding and Government Contributions. The development of these capital
projects using Government Contributions is described in the PPP Agreement.

Through the PPP Agreement, the Concession Company assumes the financing and
revenue risk of the San Juan Bay Cruise Terminals, including the risk of cruise volumes
not meeting projections. This is particularly beneficial during the period of recovery
from the COVID-19, but itis also a long-term benefit to PRPA. The Concession Company
is expected to be able to leverage its global cruise operations expertise and partnerships
with the cruise lines, both during this COVID-19 crisis and beyond, to ensure that the
San Juan Bay Cruise Terminals adopt the necessary measures and strategies to be
competitive with other cruise terminals.
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3.3.3 PRPA’s Debt and Financial Obligations

PRPA's debt, including funded debt and other operational liabilities, amounts to $381
million, excluding accrued interest. PRPA's debt includes obligations previously held
by Government Development Bank for Puerto Rico (“GDB") that were subsequently
transferred to the GDB Debt Recovery Authority (“DRA") pursuant to the GDB Qualifying
Modification under Title VI of PROMESA, past due Pay-Go liabilities, and past due
accounts payables to the Puerto Rico Aqueduct and Sewer authority (“PRASA") and
PREPA. Certain DRA obligations are secured by (i) a mortgage over properties of PRPA
(“DRA Mortgage”), including a portion of the Concession area that would be released
upon reaching an agreement with DRA or (ii) a lien on PRPA’s revenues that would
have to be resolved through negotiations with the DRA. Therefore, through this PPP
delivery model and a corresponding upfront payment, PRPA would be able to reduce
its outstanding debt upon reaching agreements with the DRA and subject to the
customary approvals, including by the FOMB, pursuant to Section 207 of PROMESA.
Any amounts of the upfront payment and any other revenue sharing mechanisms of
this PPP, which will generate an ongoing revenue stream for PRPA, could be used to
further reduce debt over time, defray expenses, or held as cash on the PRPA’s balance
sheet.™

As defined in the PPP Agreement, the Concession Company will pay PRPA:

An upfront payment of $75 million, which includes a Concession Fee of $72
million and $3 million to be deposited into an Escrow Account. The moneys
to be initially escrowed will be used, if needed, to cover any Compensation
Events that may arise during the construction period of the IIP; any amount
remaining of the $3 million in escrow will be paid to PRPA when the IIP are
completed;

An upfront dredging payment of $1.6 million as an initial dredging payment
and no less than $310,000 and up to $410,000 for each year after the 3 year,
to be deposited in the Escrow Account. PRPA will then use these amounts for
their dredging obligations, including the Berthing Areas Minimum Dredging
Depth, Berthing Areas Adjusted Minimum Dredging Depth, Shipping
Channels Minimum Dredging Depth and/or the Shipping Channels Adjusted

Minimum Dredging Depth, collectively the “Dredging Depths”, as further
described in the PPP Agreement;

The “Annual Authority Revenue Share” or “AARS", which isan amount to be
paid in cash to PRPA on every Reporting Year equal to a minimum of 5% of
the gross Cruise Port Revenues, as defined and further explained in the PPP
Agreement; and

The Incremental Annual Revenue Share (“IARS"), which establishes an
additional amount of revenue share the Concession Company shall pay if
PRPA obtains at least $50 million for the Piers 11-12 Wharf Project (consisting
of a new quay wall along Piers 11-12). Further detail regarding the IARS can be
found in the PPP Agreement.

14 GDB, AAFAF and PRPA.
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PROJECT BACKGROUND AND OBJECTIVES

Further to the financial payments to PRPA, the Concession Company will assume the
following key obligations, among others:

Existing obligations under the PBAs with Carnival, Royal Caribbean and
Norwegian, though certain Reserved Sections will remain under PRPA's
obligation.

Fund costs and perform all operating and maintenance of the San Juan Bay
Cruise Terminals during the term of the Concession.

Assume all responsibility for financing all necessary capital repair and
replacement in the San Juan Bay Cruise Terminals to keep them operating
according to the agreed conditions, expenses that would otherwise be borne
by PRPA.

Actively recruit and hire PRPA employees that may want to work for the
Concession Company.

On the latter, the Concession Company has agreed in the PPP Agreement the following:

The Concession Company will use reasonable efforts to interview all PRPA
employees who apply to the Concession Company for employment.

The Concession Company will give preference to PRPA employees over other
applicants with similar qualifications.

The Concession Company commits to offer competitive and attractive
benefits to the PRPA employees who receive a job offer.

PRPA's employees may elect to transfer the balance of their retirement
account to the defined contribution individual retirement account program
the Concession Company may establish at its discretion.

PRPA’'s employees that are hired by the Concession Company shall be
guaranteed a minimum of 2 years employment during which period they
may only be separated from their position based on just cause as defined
under Act 80-1970, as amended.
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3.3.4 Increase Operational Efficiencies and Cruise Passenger Traffic

Tied to the previous objectives, PRPA is seeking a private operator’s own creativity and
initiative to optimize operations and increase passenger volume at the San Juan Cruise
Terminals. As a leading global operator with an established presence in the Caribbean,
Mediterranean and Asia-Pacific regions, Global Ports is able to collect and transfer first-
hand data and best practices to the ports and terminals they operate, with a strong
focus on enhanced security practices and customer-oriented services. Through its
portfolio of facilities and commitment to optimize its Caribbean assets following the
dealsin Nassau and Antigua, Global Ports is able to capture additional market share and
reposition San Juan as a must-visit cruise port in the Caribbean, maximizing benefits
for San Juan and Puerto Rico as a whole.

Through this Project and the PPP Agreement, the following benefits can be realized:

Recovery of cruise passenger demand in San Juan post COVID-19 given the
experience, world-wide network and market clout behind the Concession
Company;

Reduction in reliance on PBAs as a result of the open access model,

Increase in the availability of the San Juan Bay Cruise Terminals to a wider range
of vessels and cruise line companies, thereby increasing passenger traffic,
diversifying passenger profile, and fostering the local tourism economy; and

Adoption and use of the most state-of-the-art operating approaches, which will
allow the San Juan Bay Cruise Terminals to maintain their competitive edge.
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Global Ports Holdings

Global Operating Footprint

@ Cruise Port
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4. PROCUREMENT

PROCESS




4.1 Partnership Committee

Pursuant to Act 29 and the Regulation, the
P3 Authority designates a separate and
specific partnership committee for each
PPP project, with focused membership
based on experience and relevance
to each project, to evaluate and select
qualified proponents and to establish
and negotiate the terms of the relevant
partnership agreement. Accordingly, the
P3 Authority established the Partnership
Committee for the Project on June 14,
2018.

Section 8 of Act 29 requires that the
partnership committee for each PPP
project be composed of the following
members:

The Executive Director of AAFAF or
his/her delegate;

The officer of the Partnering
Government Entity with direct
inherence in the project or his/her
delegate;

One member of the Board of
Directors of the Partnering
Government  Entity (or the
Secretary, if it is an agency); and

Two officials from any Government
Entity chosen by the P3 Authority
Board for their knowledge and
experience in the kind of project
subject to the partnership under
consideration.

As of the date of the Recommended
Award, and pursuant to the requirements
summarized in the paragraph above,
the Project Partnership Committee was
comprised of the following individuals:

Luis Umpierre Ferrer, CPA, Chief

Risk Officer of AAFAF, as the
delegate for the Executive Director
of AAFAF;

Joel Piza Batiz, Esq, asthe Executive
Director of PRPA;

Eileen Vélez Vega, PE, Secretary of
the Department of Public Works

and Transportation, as a member
of the Board of Directors of PRPA;

Julian Bayne Hernandez, Esqg., Chief
Legal Officer of AAFAF, as one of
the government officials chosen
for his knowledge and experience
in the kind of project covered by
the public-private  partnership
under consideration; and

Manuel Laboy Rivera, PE, Executive
Director of the Central Office
for Recovery, Reconstruction
and Resiliency, as one of the
government officials chosen for
his knowledge and experience in
the kind of project covered by the
public-private partnership under
consideration.

Pursuant to Section 8 of Act 29, the
Partnership Committee is responsible for
the overall management of the process for
the award of the Project and determining
the Recommended Award, including:

Approving documents prepared
and distributed in connection
with the RFQ Process and the RFP
Process;

Evaluating and qualifying the
Respondents SOQs submitted in
response to the RFQ;

Inviting the qualified Respondents
to participate in the RFP Process;

Engaging in, or supervising, the
negotiation of the terms and
conditions of the PPP Agreement
with the Proponents;

Evaluating the Proposals submitted
and selecting the one most favorable
to the Government and people of
Puerto Rico;

Contracting advisors, experts or
consultants on behalf of the P3
Authority;
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Maintaining a book of minutes
of the Partnership Committee’s
meetings;

Preparing  this Report and
submitting the PPP Agreement for
the Required Approvals; and

Overseeing proper compliance
with the procedures established
for the negotiation of the PPP
Agreement, the determination
of the Recommended Award
and the execution of the final
PPP Agreement, including those
requirements set forth in Act 29
and the Regulation.

It is noted that during the procurement
process, the Partnership Committee held
a total of 14 meetings and the composition
of the Partnership Committee changed
several times as prior members left
office, thus requiring their substitution,
as reflected in the P3 Authority's Board of
Directors resolutions.”

4.2 Unsolicited Proposal

The P3 Authority received the Unsolicited
Proposal on October 17, 2017, pursuant
to Act 29 and the Regulation, for the
exclusive right to repair, design, finance,
build, operate and maintain certain cruise
terminalsinthe SanJuan Bay and the Navy
Frontier Pier. The P3 Authority evaluated
the Unsolicited Proposal following the
requirements set forth by Act 29 and the
Regulation. After a thorough review of
the Unsolicited Proposal, on November
3, 2017, the P3 Authority determined that
the Unsolicited Proposal was beneficial
to the public interest, which is the initial
evaluation required to be made. The D&C
Study followed and was completed in 2018,
resulting in a favorable conclusion about
the Project. Consequently, in compliance
with Section 7 of the Regulation and
Article 9 of Act 29, the Project was opened
to competitive procurement.

15 The Resolutions from the P3 Authority Board of
Directors can be found on the P3 Authority’s website:
WWW.P3.pr.gov

4.3 Desirability and Convenience
Study

The P3 Authority, with the support of
PRPA, conducted a study on desirability
and convenience, as required by Act
29 and the Regulation, to determine
whether establishing the Project was
advisable. The purpose of the D&C Study
was to determine the service needs for the
terminals, analyze options to provide for
these needs, and select the most efficient
and feasible alternative to address the
established service needs. The D&C Study
was published on June 18, 2018 and made
available for the public review on the P3
Authority's website.

After review of the D&C Study, the
Partnership Committee considered that
the Project should be an administrative
concession for the primary purpose and
essential consideration of repairing,
improving, operating and maintaining
Pier 1, Pier 3, Pier 4, Piers 11 through 14
and Pan American Piers 1 and 2. The
Navy Frontier and other additional lands
included in the Unsolicited Proposal were
not recommended to be included within
the Project and were excluded.

The D&C Study is organized into two
sections: (i) Part A, which explores what
needs to be done to improve utility of the
existing cruise terminals in San Juan and
the degree to which the cruise terminals
need to be expanded to enhance
economic development and job creation;
and (ii) Part B, which analyzes potential
options to meet the objectives detailed in
Part A.

Part A of the D&C Study concluded
that cruise terminals are essential to
Puerto Rico’'s economy. Enhanced cruise
terminals are expected to improve
economic conditions on the island,
increase tourism activities, and promote
economic development and job creation.
To accomplish these goals, capital needs
to be invested in the terminals to bring
them up to world class standards and
to repair hurricane damage. In addition,
terminal operations should be optimized
so as to be able to secure additional cruise
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line calls and increased homeporting of vessels.

The main service needs identified in the D&C Study to be considered as part of a
procurement were:

Support economic development and job creation through tourism;

Improve cruise terminal infrastructure;

Balance the needs of cruise terminals and cruise passengers with
other users of the harbor;

Improve the financial position of PRPA and access funding for
the projects; and

Preserve Puerto Rico's unigue natural environment.

Part B of the D&C Study concluded that a RDBFMO PPP model is the most effective
way for PRPA to meet its goals.

RDBFMO described in the D&C Study includes specific repairs required to bring the
piers up to good working order, design and construction of new infrastructure at the
existing piers and outsourcing the operations and maintenancerisk to a private partner.
The PPP was evaluated as ‘revenue risk’, such that the private partner is entitled to
the revenues generated by the Project, but the private partner also retains the risks
associated with any insufficiency of the revenues generated to repay any financing
incurred by the private partner to improve and operate the assets. PRPA and any other
applicable Government entity would grant their rights to and interest in cruise line
revenue and other Project revenue to the private partner with the expectation that the
private partner will compensate PRPA for holding such rights during the term of the
PPP Agreement by way of a combination of an upfront payment as well as ongoing
payments from the private partner to PRPA. The D&C Study determined that such
proceeds could be used by PRPA to pay down debt, thereby improving PRPA’s balance
sheet position, or could be used to fund ongoing costs of PRPA, such asimprovements at
other PRPA controlled assets. This approach was determined to maximize immediate-
term value, mitigate the need for additional PRPA debt and accelerate improvements
at the cruise terminals, producing jobs and economic development for Puerto Rico.

As required by Act 29, the P3 Authority made a comparative analysis of the cost and
benefits represented in allowing PRPA to assume the responsibility for carrying out or
continuing operations, repair and/or improvement of the San Juan Bay Cruise Terminals,
as opposed to channeling the operation, building, repair and improvement through a
PPP, including without limitation the effect on public finances. As described herein
above, the D&C Study clearly concluded PRPA was not in an economic position to take
on the Project, and that the same was best suited for a PPP.
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In the D&C Study’s Public Notice, which
was published in a newspaper of general
circulation in Puerto Rico on June 18, 2018,
the P3 Authority detailed the public’s
right to submit comments, the process
to do so, and other relevant information.
The D&C Study was published and made
available to the public through the P3
Authority’'s website. The deadline to
submit such comments was July 19, 2018,
on or before 500 P.M. AST. Within the
established time frame, the P3 Authority
received comments from eight parties,
including cruise lines. The comments
were reviewed, analyzed and discussed
by the P3 Authority with PRPA and taken
into consideration for the final scope
that would become the subject of the
competitive procurement process.

The comments received were generally
complimentary of the contemplated
Project, and of Global Ports, as the
submitter of the Unsolicited Proposal.
In addition to the foregoing, another
common theme among the comments
received was the need to encourage
open ports that are not dominated or
effectively controlled by any one cruise
brand or collection of cruise brands. Many
referenced the fact that the Caribbean has
historically allowed legacy arrangements
whereby some of the larger cruise brands
have successfully secured preferential
berthing rights as a negative factor
limiting access to many ports. Generally,
the commenters agreed that control of
the San Juan Bay Cruise Terminals by one
or a few cruise lines would act as a limiting
factor for the rest of the industry and be to
the detriment of San Juan as a cruise line
destination.

4.4 Market Sounding

Prior to the development and preparation
of the RFQ and in compliance with the
Regulation, the P3 Authority opted to
perform a market sounding process with
the intention to receive feedback on
specific topics relevant to the Project’s
scope, timeline and other relevant
matters. The market sounding was carried
out between August 13 and 16 of 2018,
with the participation of companies and
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other interested parties in the cruise ship
industry, including but not limited to port
operators, cruise lines, port agents and
construction companies.

The market sounding participants
provided valuable feedback to the P3
Authority regarding the scope and
duration of the PPP Agreement, as well
as regarding the potential participation of
market players as proponents under the
Project.

Regarding the scope of the Project, market
participants were in agreement that all
San Juan Bay Cruise Terminals should be
included as part of the Project in order
to lead a successful procurement. The
P3 Authority and PRPA agreed with this
reasoning and the Project was developed
as described in this Report.

Regarding prospective proponents,
some market participants mentioned
concerns regarding possible cruise line
participation in the Project due to the fact
that they understood awarding such PPP
Agreement to a cruise brand could lead
to a monopoly of the San Juan Bay Cruise
Terminals in favor of the winning cruise
line, excluding all others. Notwithstanding
the foregoing, and in the interest of the
free and fair competition fostered by
Act 29 and the Regulation, both the P3
Authority and PRPA agreed not to limit
participation and leave it open to all those
that would be interested in being qualified
and participating.

4.5 Qualification Process

On September 5, 2018, the P3 Authority
issued the RFQ incompliance with Section
3 of Act 29. The objective of the RFQ was
to enable the Partnership Committee
to identify the Respondents qualified
to participate in the RFP Process based
on their qualifications. SOQs were due
October 17, 2018.

In accordance to Act 29, the RFQ informed
all prospective proponentsthatthe Project
was being initiated due to the receipt of
the Unsolicited Proposal. Consequently,
and in compliance with Article 9(b)(ii) of
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Act 29, they were informed that the party
that submitted such Unsolicited Proposal
was to receive a predetermined benefit
in the procurement process for the time,
resources and expenses incurred in
presenting the Project as an Unsolicited
Proposal. Said benefit was defined and all
participants were notified that it would be
as follows:

RFQ Phase: an increase of 5% on its
evaluation score for the RFQ.

RFP Phase (if qualified to move
forward): if the Unsolicited Proposal
proponent was not awarded
the Project, a stipend of a fixed
amount would be paid out to such
proponent from the proceeds of
the transaction.

The RFQ provided that the RFQ Process
sought SOQs from companies or consortia
that demonstrated, among other
criteria, financial strength, ability to raise
financing, and technical and professional
ability and experience.

Asset forth therein, the RFQ contemplated
PRPA entering into a long-term PPP
contract with a private partner pursuant
to which PRPA would retain ownership of
and title to all assets of the San Juan Bay
Cruise Terminals and the private partner
would assume all rights, responsibilities
and risks related to the repair, expansion,
financing, operation and maintenance of
the San Juan Bay Cruise Terminals.

The  prospective proponents were
informedinthe RFQthattheselected party
at the end of the procurement process
would be responsible for operating the
San Juan Bay Cruise Terminals, under its
own business plan and with its own staff,
as well as any proprietary technology and
systems, with operational costs being
payable from the revenues generated
from the private partner's operations.
This role, as described in the RFQ, would
encompass all elements of the San Juan
Bay Cruise Terminal operations, including
interacting and contracting with cruise
lines, scheduling cruise line calls,
allocating capacity at the piers, providing
certain ancillary services (namely, those
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traditionally provided by PRPA, such as
freshwater provision, parking services,
and management of commercial and
operational space on the piers), collecting
revenues, providing security of the
piers, liaising with Harbor Master, and
marketing the piers to cruise lines. In
addition, the private partner would be
providing facilities maintenance and
rehabilitation services for the piers and
associated infrastructure over the term of
the Concession.

Specifically, pursuant to the RFQ, the
private partner would be responsible
for providing all facilities maintenance

and rehabilitation services, which
would include activities such as
routine, preventive and scheduled

Mmaintenance and rehabilitation works,
keeping specifications of structures and
preventing failure and/or degradation. The
private partner would also be responsible
forimproving the infrastructure over time,
in accordance with certain minimum
service requirements and its own plan to
grow the business.

Potential proponents were also informed
that the preferred proponent would be
responsible for financing the Project. The
RFQ further emphasized that the risk of
financing the Project and covering the
costs of operations and maintenance
would be borne by the private partner.
Under the contemplated structure for
the Project, the private partner’s revenue
stream would consist of fees derived from
the passenger fees and related ancillary
revenues. PRPA would not compensate
the private partner for its services, but
the private partner would rather share its
revenues with PRPA.

On September 12 and 14, 2018,
the P3 Authority conducted pre-
submittal conference calls to provide a
comprehensive summary of the Project
and the requirements to be followed
by Respondents in connection with the
Project’'s statutory process. Interested
companies and parties were able to
participate in a video-call in which the P3
Authority shared a presentation, discussed
the Project's scope and objectives, and
explained the procurement process.

Partnership Committee Report—Puerto Rico Public-Private Partnership for the San Juan Bay Cruise Terminals



Pursuant to the RFQ, Respondents were able to submit any requests for clarification
(“RFCs”") they had with respect to the contents of the RFQ (each such RFC, an “RFQ-
RFC") to the P3 Authority prior to 5:00 p.m. (AST) on September 17,2018. The P3 Authority
issued responses to the RFQ-RFCs submitted by Respondents following the process
established in Section 5.4 of the Regulation. Notice of the RFQ was given in a newspaper
of general circulation in Puerto Rico on September 5, 2018. In addition, the RFQ was
published and made available to the public through the P3 Authority’'s website.

There were five addenda issued in connection with the RFQ as described in the Table 1.

Table 1. RFQ Addenda

Addendum Description Issued Date

Updated schedule for the Project

September 19,2018

Responses to questions and clarifications
requested by Respondents pursuant section 5.4
of the Regulation

October 1,2018

Responses to questions and clarifications
requested by Respondents pursuant section 5.4
of the Regulation; provided general clarifications
to the RFQ

October 4, 2018

Clarified matters regarding federal grants and

October 4, 2018

to the Project’s facilities

FEMA
Updated information of several preferential
5 berthing agreements and developments related | October 5, 2018

The P3 Authority received five (5) SOQs
from the following respondents:

Carnival
The GP Group

PRCTP, a consortium formed by
Ports America Group, Inc., Acciona
Concesiones, S.L., Del Valle Group,
S.P., Jacobs Engineering Group,
CSA Architects & Engineers, LLP.

Royal Caribbean

a meeting on
SJCTP, a consortium formed
by Sacyr, Infrastructure USA,
LLC, Sacyr Construccion, S.A, o©of the
Desarrollos Metropolitanos, LLC,
Stantec Architecture Ltd., and

L.P.C.&D.Inc.

38

In accordance with Section 8(b) of Act
29 and Section 3.4 of the Regulation,
the Partnership Committee evaluated
each SOQ based on the requirements
set forth in the RFQ. Specifically, the
Partnership Committee evaluated each
SOQ considering the extent to which
Respondents satisfied the evaluation
criteria established in Section 3.2 of the
RFQ based on the assessment completed
by the Consultants.

The Partnership Committee conducted
November 14, 2018,
to discuss the SOQ's and evaluate
Respondent qualifications. Each member
Partnership Committee was
given access to the SOQs for review.
Based on the evaluation completed,
the Partnership Committee shortlisted
three (3) respondents (the “Qualified
Respondents”) to participate in the RFP
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Process. These were the GP Group, PRCTP and SJICTP. As detailed in the Qualification
Memorandum, the GP Group received a final score of 101%, while the other two
shortlisted received scores of 97% and 87% respectively. The two Respondents that
were not shortlisted received scores of 64% and 50%.

The qualification process memorandum that memorialized the shortlisting process
(“Qualification Memorandum”), describes the process, and summarizes the evaluation
performed by the Partnership Committee in the selection of the Qualified Respondents.
It should be noted that the Partnership Committee evaluated and scored each one of
the SOQs submitted by the Respondents.

Respondents Not Shortlisted

The P3 Authority notified Respondents the result of the evaluation on November 20,
2018. Those not shortlisted had 20 days to seek review of the Partnership Committee’s
determination, as provided in Article 20 of the Act. Before the deadline, on December
6, 2018, one of the non-shortlisted Respondents requested copies of the documents
related to the SOQs to evaluate the possibility of filing for judicial review. Respondent’s
representatives were given access and undertook their review of the documents
on December 10, 2018, at the P3 Authority's offices. However, after such review,
the Respondent did not file a request for judicial review. The other non-shortlisted
Respondent did not request additional information about the qualification process nor
filed for judicial review of the RFQ process.

4.6 Request for Proposals

4.6.1 RFP and RFP Addenda

On December 3, 2018, the P3 Authority issued the RFP to the Qualified Respondents
in accordance with Section 3 of Act 29. The RFP Process sought proposals from the
Qualified Respondents who had been pre-qualified in the RFQ Process. The objective of
the RFP Process was to enable the Partnership Committee to determine the Qualified
Respondent best suited to enter into the PPP Agreement based on the Proposals
received.

Atotal of seventeen (17) addenda were issued as part of the RFP Process. Table 2 summarizes
the subject of such addenda and the date they were issued.
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Table 2. RFP Addenda

Addendum Description Date

1 Proposed Project timeline revision January 9, 2019

2 Proposed Project timeline revision January 28, 2019
Proposed Project timeline revision February 16, 2019
Responses to request for clarifications submitted by

& Proponents (Questions #001-#058) February 22,2019

5 Proposed Project timeline revisions April 4,2019
Amendment to the RFP, including but not limited to
the increase in scope which rendered the Alternative .

6 Technical Concept (ATC) moot, and Schedule 15: Fees April16, 2019
and Charges, and revisions to the PPP Agreement
Responses from the P3 Authority to request for clari-

7 fications submitted by Proponents (Questions #010- May 22, 2019
#074)
Updated versions of: Draft to PPP Agreement; Schedule

8 2: Contracts; Schedule 4: Disclosure of Existing Claims; | May 28, 2019
and Schedule 15: Fees and Charges
Proposed Project timeline revision, and updated ver-

9 sion of Schedule 1: Legal Description of Cruise Port Fa- | May 31, 2019
cility and Schedule 13: Design and Build Standards
Responses to request for clarifications submitted by

10 Proponents (Questions #075-#089) June 18, 2019

n Guidelines for the Development of Piers 11-14 Uplands | June 25, 2019
Responses to request for clarifications submitted by

12 Proponents (Questions #081-#084) July 10, 2019
Changes to the RFP document as well as updated ver-

13 sions of Schedules #1, 2,3, 5, 6,8to 13,15 and 17 July 17,2019
Changes to the RFP document: Proponent Certifica-

14 tion Section, and Revenue Share Section July19, 2019

15 Changes to the RFP: clar!f|catlon of Section 7.2.5.2- For- July 23, 2019
feiture of Proposal Security

16 Prpppse t|mel[ne revision to amend the Proposal Sub- July 30, 2019
mission Deadline

17 Proposed Project timeline Revisions August 23, 2019

Throughout the course of the RFP Process prior to the Proposal submittal deadline, the
P3 Authority drafted five versions of the PPP Agreement, all of which were posted in
the Data Room (see Section 4.6.2 for more details) for Qualified Respondents’ review
and comment. Four individual conference calls were held between the Qualified
Respondents, the P3 Authority and Consultants for the P3 Authority to discuss drafts
of key documents, as stated under “Key Milestones in the RFP Process”. Qualified
Respondents’ comments were taken into consideration by the P3 Authority, the
Partnership Committee and the Consultants and incorporated into the PPP Agreement
if deemed beneficial to the Project. Section 7.2.2 of the RFP described the proposal
submission deadline and requirements, originally scheduled for May 13, 2019, and later
amended for July 31, 2019.
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4.6.2 Due Diligence

Throughout the RFP Process, the
Qualified Respondents were provided
the opportunity to conduct thorough due
diligence.

Data Room

Subject to having signed confidentiality
agreements, on December 3, 2018, the
Qualified Respondents were given access
toadigitaldataroom with informationand
key documents related to the Project (the
“Data Room"). Specifically, the Data Room
contained approximately 650 documents
which included, among others:

RFP addenda;

Draft PPP  Agreement and
schedules;

Financial documents, including
PRPA financial statements and
budget;

PRPA  agreements, including

preferential berthing agreement,
PRPA deeds and lease agreements;

Environmental documents;

PRPA employee and bargaining
agreement documents;

PRPA piers and terminals technical
information;

PRPA operations and maintenance
information;

Conditions survey reports;
Dredging documents; and
Permit documents.

Site Visits

From January 22 toJanuary 24,2019,the P3
Authority held general meetings in Puerto
Rico with all Qualified Respondents with
the objective of discussing the Project
and answer their questions. Qualified
Respondents were able the opportunity
to visit the San Juan Bay Cruise Terminals
through coordinated site Vvisits. Key
personnel from PRPA, together with
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Consultants and representatives of the P3
Authority participated in these visits. Prior
to the proposal submittal deadline, SICTP
visited the facilities on January 22, 2019,
while the GP Group and PRCTP visited on
January 23, 2019.

RFP Requests for Clarification

Similar to the RFQ Process and in
accordance with Section 714 of
the RFP, up to 15 days prior to the
proposal submission deadline Qualified
Respondentswere abletosubmittothe P3
Authority any RFCs they had with respect
tothe contents of the RFP, the information
available in the Data Room, PRPA and
other matters related to the Project (each
such RFC,an “RFP-RFC").The RFP required
that all RFP-RFCs be submitted in writing
through a designated email. Verbal RFP-
RFCs were not accepted. The P3 Authority
answered RFP-RFCs in writing through
RFP addenda that were made available in
the Data Room.

4.6.3 PPP Agreement Discussions with
Qualified Respondents

A draft PPP Agreement was made
available to all Qualified Respondents
after the execution of the NDA. As part of
the RFP Process, Qualified Respondents
were allowed to provide comments and
submit suggested changes to the draft
PPP Agreement.

Various issues were discussed between
the P3 Authority and the Qualified
Respondents throughout the comment
phases. After addressing these issues, the
PPP Agreement was published in final bid
form.

4.6.4 Submission of Proposals

Before the submission deadline, the P3
Authority received formal notifications
from PRCTP and SJCTP on April 16, 2019,
and June 17, 2019, respectively, regarding
their voluntary withdrawal from the
procurement process. The remaining
Qualified Respondent, the GP Group,
submitted its Proposal to the P3 Authority
on July 31, 2019, prior to the 5:00 P.M. AST
deadline.

Partnership Committee Report—Puerto Rico Public-Private Partnership for the San Juan Bay Cruise Terminals



The Proposal was substantially complete and consistent with the evaluation criteria
included in the RFP. However, the Proposal was submitted subject to certain changes
to the final form of the PPP Agreement.

Pursuant to the procedures established in the Regulation, and according to Section
7.6 of the RFP, “Procedures Following the Receipt of Proposals’, the P3 Authority
requested the GP Group to provide supplemental information to the Proposal. Three
Requests for Information (“RFI") were issued to the GP Group. The first RFI was issued
on August 13, 2019, the second on August 29, 2019 and the final RFI on September 11,
2019.

On August 20, 2019, the Partnership Committee held a meeting and invited the GP
Group to make a presentation about their Proposal. A second technical interview
was held on September 4, 2019 with the participation of the P3 Authority staff and
Consultants. The interviews were informative in nature and served to clarify several
items from the Proposal. After the meeting, the Partnership Committee evaluated the
Proposal based on the requirements set forth in the RFP, which are included in Section
5.1 of this Report.

4.6.5 Meetings of the Partnership Committee

In accordance with the requirements of Act 29 and the Regulation, the Partnership
Committee held a total of 14 meetings and evaluated multiple documents and
updated versions of the PPP Agreement throughout the course of this Project in which
the P3 Authority, PRPA and the Consultants participated. In addition, the Partnership
Committee approved various procurement process documents. Table 3 below provides
a summary of the subject matters addressed at each Partnership Committee in person
or telepresence meeting throughout the procurement process.
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Table 3. Partnership Committee Meetings

Date Meeting Subject

Review of the Partnership Committee’s obligations and role
September 4, 2018 pursuant to Act 29; Approval of the Request for Qualifications
(RFQ)

Discussion, evaluation and scoring of the Statements of
Qualifications (SOQs) received in response of the RFQ

November 14, 2018

November 29, 2018 | Discussion and approval of the Request for Proposals (RFP)

December 18, 2018 Review and approval of PPP Agreement draft

Review and discussion of latest version of draft PPP Agreement
and Schedules

GP Group presentation of the Proposal and discussion of the
proposal’s key aspects

May 28, 2019

August 20, 2019

Discussion of key details regarding the Proposal before

September 13, 2019 conducting the final evaluation

February 27,2020 Discussion of status of negotiations

Approval of Proposal Security replacement, negotiations
May 13, 2020 status and PPP Agreement open issues (COVID lock down was
already in effect in Puerto Rico)

September 18,2020 | Discussion of PPP Agreement and Schedules

Project status; GP Group presentation to the Partnership

December 2, 2021 Committee

Discussion of the draft PPP Agreement and substitution of
February 2,2022 CBNA for Enka as construction contractor to future Concession
Company

Approval of PPP Agreement and discussion of land assemblage

February 9, 2022 and other real estate matters

July 5,2022 Approval of updated PPP Agreement
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4.6.6 Key Milestones in the RFP Process

Table 4 below summarizes the key milestones of the RFP Process.

Milestones Date

Issuance of RFP and access to the Project’'s Data Room

December 3, 2018

Commenced Questions and Answers due diligence process

December 10, 2018

Issuance of first draft of the PPP Agreement and certain of its
Schedules, including the Operating Standards and the Open
Access Regime (“Key Documents”)

December 14, 2018

Pre-Proposal conferences, Site Visits and meetingsin San Juan

January 22 - 24,2019

Submittal of issues list from Key Documents in order of
importance (from “deal-breakers” to general comments) in
anticipation of conference

February 4, 2019

Issuance of second drafts of Key Documents

February 21-27, 2019

Individual Proponents’ conferences regarding second drafts
of Key Documents and issues list

February 25 - 28,
2019

Submittal of list of potential Alternative Technical Concepts
(“ATC") Proponent proposes to discuss at ATC meeting

March 11, 2019

ATC discussion via web conference

March 19-22, 2019

Submittal of comments on second drafts of Key Documents

March 29, 2019

Last day to submit proposed ATC's

April 4, 2019

Circulation of third draft PPP Agreement and Key Documents

April 16, 2019

Submittal of key issues list and detailed markup of third draft
Key Documents in anticipation of conference

April 22,2019

Third Individual Proponents conferences detailed

comments on drafts of Key Documents

on

April 24 - 26, 2019

Circulation of fourth draft of Key Documents

May 28, 2019

Submittal of key issues list and detailed markup of fourth draft
Agreement and key documents in anticipation of conference

June 13, 2019

Fourth Individual Proponents’ conferences on detailed June 26-28, 2019
comments on drafts of Key Documents

Final Key Documents distributed July 17, 2019
Last day for the P3 Authority to issue substantial addenda

regarding RFP (minor/administrative addenda may still be | July 19, 2019
issued)

Proposal submission deadline July 31,2019

GP Group Presentation to the Partnership Committee (First
Evaluation Interview)

August 20, 2019

Second Evaluation Interview technical meeting

September 4, 2019

Notification of Preferred Proponent

September 20, 2019

First negotiation meeting with GP Group

October 22, 2019
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After the presentation of the Proposal Security by the Proponent Group in October
2019, negotiations with the Preferred Proponent began and continued through 2020
when they were interrupted as a result of the COVID-19. Consequently, once discussions
resumed, a series of new negotiations had to be undertaken to take into account the
circumstances and effects of the COVID-19 on the cruise industry and therefore on
the Project. The PPP Agreement had to be modified to address how to manage those
circumstances and effects.

45

Partnership Committee Report—Puerto Rico Public-Private Partnership for the San Juan Bay Cruise Terminals



5. RECOMMENDED

AWARD




5.1 Process for Selection

5.1.1 Evaluation Criteria

Act 29 requires the Partnership Committee to consider certain specific factors in
evaluating responses to the RFP. The Partnership Committee reviewed and evaluated
the Proposal based on the evaluation criteria (“Evaluation Criteria”) set forth in Table 5
below, which was developed by the Partnership Committee, the P3 Authority and the
Consultants to meet the objectives of the Project, as well as those set forth in Act 29.

Table 5. RFP Evaluation Criteria

# Component Score / Weighing

1.1 Completeness of Proposal Pass / Fail

1.2 Financial, Technical and Professional Reputation Pass / Fail

13 Financial Proposal Compliance Pass / Fail
| |GRADEDEVALUATION [

2.1 Technical Proposal

211 Business and Marketing Plan 55

212 Business Marketing Plan 10

213 Operating Plan 15

214 Port Master Plan & Capital Investments and 30

Construction Plan

2.2 Financial Proposal 45

2.21 Upfront Concession Fee 40

222 Robustness of Financing Plan 3

223 Local Equity or Debt Financing 2

The Evaluation Criteria set forth in the RFP consisted of three (3) Pass/Fail criteria and
two other criteria catalogued in grading sub-categories.

Each proposal would have to achieve a rating of “pass” on each of the following criteria to
be deemed a compliant proposal: (i) Completeness of Proposal; (ii) Financial, Technical
and Professional Reputation; and (iii) Financial Proposal Compliance.

The graded evaluation criteria included technical and financial elements. The Technical
Proposal comprised 55% of the Qualified Respondent'’s total score. For the Technical
Proposal, the RFP required each Qualified Respondent to provide detailed plans and
proposals as follows:

Business and marketing plan to (i) increase Homeport traffic, (ii) attract new
cruise lines to locate their homeports in the San Juan Bay Cruise Terminals, (iii)
increase port of calls operations, (iv) diversify customer base and attract new
tenants, (v) integration of the open access plan, and (vi) increase non-passenger/
ancillary revenues;

Operating Planto (i) manage federal funds such as FEMA or CDBG-DR, (ii) staffing
and transition of existing PRPA staff, (iii) availability of shore power provision at
piers 11-12, and (iv) operating under an Open Access Plan;
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Port Master Plan and Capital and Construction Plan to (i) assess the Masterplan,
(i) construct and a construction schedule, (iii) plan for architectural design, and
(iv) incorporate local participants.

The Financial Proposal comprised 45% of the Qualified Respondent’s total score. For

the Financial Proposal, the RFP required each Qualified Respondent to provide detailed
plans and proposals with respect to:

Its proposed Upfront Fee;
Its financing plan which should be robust and realistic; and
Its plans to provide local participation in the equity or debt financing component.

5.1.2 Selection of Preferred Proponent

The Partnership Committee finalized its review of the Proposal in a meeting held on
September 13, 2019, and individual evaluations and scoring were completed by the
Partnership Committee thereafter and submitted to the P3 Authority. Proposal scores
were averaged to obtain an average aggregate score (the “Average Aggregate Score”).
Table 6 below breaks down the Proposal’'s Average Aggregate Score.

Table 6. Proposal’'s Average Aggregate Score

Component Individual Score

Completeness of Proposal Pass
Financial, Technical and Profes-
. . Pass
sional Reputation
Financial Proposal Compliance Pass
Technical Proposal 39.6
Financial Proposal 43
Average Aggregate Score 82.6

As detailed in Section 5.1.1 hereof (Evaluation Criteria), the Proposal was evaluated on
the basis of three elements: Compliance Considerations, Technical Considerations, and
Financial Proposal discussed in more detail below. The three elements were designed
to enable the Partnership Committee to select the respondent best suited to fulfill the
Project's objectives. Based on its evaluation of the Proposal, the Partnership Committee
determined that the GP Group clearly demonstrated its ability and commitment to
transform the San Juan Bay Cruise Terminals into modern and reliable infrastructure
for the people of Puerto Rico. Sections 513 (Compliance Considerations), 51.4
(Technical Considerations) and 5.1.5 (Financial Considerations) in this Report describe
the key considerations for the Recommended Award and provide the rationale for the
Partnership Committee’'s determination that the Project be awarded to the GP Group
for the Concession Company to sign the PPP Agreement and implement it.
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5.1.3 Compliance Considerations

The completeness evaluation required proposals to score a “pass” for the criteria detailed
in Section 5.1.1 (Evaluation Criteria). Below is a brief description of the completeness of
proposal:

Completeness of Proposal.

Though the Proposal was conditioned on the negotiation of certain terms of
the PPP Agreement, upon evaluating these points raised by the GP Group, the
Partnership Committee acknowledged that they would be better suited for
resolution during negotiation of a PPP Agreement or prior to financial Closing:

0 Further technical studies of the piers to confirm existing site conditions
0 Term Extension and Compensation Events

o Escrow Accounts

o Period of time for certain government filings

0 Taxtreatment

0 Contingency for a future PRPA bankruptcy and PROMESA Title I

o0 Right of First Offer (ROFO) and Right of First Refusal (ROFR)

o Dredging depth

Financial, Technical and Professional Reputation.

The Proposal effectively confirmed the GP Group was financially capable of
undertaking the Project and had a sound professional reputation. In addition,
it complied with requirements to provide evidence of no current or pending
material claims, litigation or equivalent that would materially adversely affect
their ability to undertake the Project. As of the date of this Report, the GP
Group continues to be capable of financially supporting the performance of the
Concession Company under the PPP Agreement.

Financial Proposal Compliance.

The Proposal included an upfront bid of $75 million, which was greater than the
$72 million threshold required by the RFP; $3 million of this amount is allocated
to an escrow account to be used for Compensation Events during construction
of the lIP, if any, and then to be released to PRPA. Based on review of the updated
financial statements provided, the Partnership Committee concluded there did
not appear to be any Material Adverse Changes that had occurred since the GP
Group submitted the SOQ or as of the date of the submitted Proposal.

5.1.4 Technical Considerations

The Evaluation Criteria includes a technical proposal evaluation section in which the
maximum score attainable was 55, based on the following criteria: business marketing
plan (maximum score of 10), operating plan (maximum score of 15), and port master
plan and capital investments and construction plan (maximum score of 30). The GP
Group's technical proposal is described in this section.

Business Marketing Plan.

The Proposal described the GP Group's strategy to increase home port activities.
The text described a logical strategy to access new customers, primarily from
Europe as this market does not yet have large home port operations in the
Caribbean comparedto U.S.cruise lines. The Partnership Committee determined
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that the GP Group has a significant understanding of the European cruise
market, giving credence to their strategy. As part of the strategy, the master plan
allocates the new berths at Piers 11 and 12 to the development of the new home
port facilities. The strategy largely relies on direct European air service increases
at LMM Airport, which is outside the Concession Company's control. However,
based on historical precedents, airlines will likely respond positively.

In other strategies, the port of call ("PoC") strategy primarily focuses on the use of
Piers1,3and 4 to continue PoC operations. The Proposal also provided a detailed
and comprehensive berthing allocation management process which reflects
the envisaged open access principles. Lastly, the revenue diversification strategy
included some retail offerings and non-passenger revenue development.

Operating Plan.

o Government Contributions Funds Management.
The GP Group’s incentive to maximize third party grants and to ensure
compliance with all regulations and similar experience in other jurisdictions
provides comfort of their expected capabilities.

0 PRPA Employment.

The Proposal stated that the Concession Company will aim to retain, to
the extent possible, most of the existing PRPA employees, subject to the
employees’ interest in working with the Concession Company. Their Proposal
further indicated that it is part of their corporate strategy to always prioritize
working with local people in every destination they operate. The Partnership
Committee believes it is fully in the Concession Company’s interest to hire
competent PRPA and other local staff that are based full-time in Puerto Rico
to manage the operations, given the material investment they are making
in San Juan and the travel distance from other Global Ports European
operations.

0 Open Access Plan and Other Operating Plan Elements.

The Proposal presented a detailed transition plan in compliance with the
Project’'s objectives, and the open access plan inclusiveness and non-
discriminatory requirements. In general, the description of how to comply
with the open access policy is included in the overall operations discussion
and the document describes the sequence to allocate berthing with precise
time frames. The Proposal provides a detailed description of the allocation
mechanisms and how existing PBAs are integrated. The allocation is based
on the “first come, first serve” principle, which does not appear to favor any
particular customer.

Port Master Plan and Capital Investments and Construction Plan.

0 Thegeneral concept behind the master planidea, is to establish a Home Port
District in Piers 11-14 (Puerta de Tierra) and Pan American Piers 1 and 2, and
a Port of Call District in Piers 1-4 (Old San Juan). The proposed master plan
contemplates implementing these capital improvements in two phases.

In particular, the reconstruction of Piers 11-12 included a new terminal
building and development of the “Uplands”, certain building repairs at Piers
1, 4 and Pan American Piers1and 2, and enhancement of some areas of the
walkways. In addition, the Proposal contemplates rebuilding the quay wall
in front of the existing bulkhead at the Pan American Piers, which exceeded
the requirements set out in the RFP. The construction of new terminals in
Piers 13-14 is contemplated for phase 2.
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The Proposal seemed to optimize the use of the uplands and at the same
time safeguarding proper traffic circulation at the ground transportation
area. Nonetheless, the master Plan initially did not contemplate a
continuous connection from San Juan to Puerta de Tierra and Bahia Urbana
development by means of an adequate street section compatible with the
guidelines provided. This was addressed during the negotiation process.

The GP Group confirmed that it bears the complete design and build liability
which includes any variations in budget estimates after announcement of
Preferred Proponent.

Subsequent negotiations led to agreement by the GP Group to implement
the capital improvements in modified order from the original plan, taking
into account that the impact of the COVID-19 pandemic created a scenario
of delayed industry growth. The adjustments in the schedule for completion
of the repairs and improvements resulted in what is referred to in the PPP
Agreement as the |IP, the EIP and the Phase Two Projects.

Construction Plan / Completion Time.
The Proposal presented an aggressive, yet feasible construction plan to
comply with estimated completion time.

Architectural Design Criterion.

The Proposal provided conceptual and schematic design of the Terminal
Building and Piers 11 and 12. Some of the key considerations in the design
included the creation of public spaces at the east of Pier 14 and the west
of Pier 11 and the extension of the street network, allowing for pedestrian
circulation and a continuous connection with Puerta de Tierra and Old San
Juan, following the requirements included in the RFP.

In the case of the piers at the Old San Juan area (Piers 1, 3 & 4) from the
meetings and RFIs, the GP Group indicated there will only be minor repairs
to the buildings, other than the structural issues identified on Pier 4. In
addition, they confirmed that the architectural designs will be sensible and
respond to the architectural and cultural context of the area.

Local Content.

The GP Group worked with local firms to submit their Proposal. For
construction, the GP Group indicated its intention of partnering with
Aireko and other local sub-contractors. Bellagio, Interlink, and Constructora
Santiago are listed as potential sub-contractors. The GP Group expects
to staff all positions of the Concession Company with local employees to
perform day-to-day operations and maintenance services.

5.1.5 Financial Proposal

The Evaluation Criteria includes a financial proposal evaluation section in which the
maximum score attainable is 45 and includes the following criterions: Upfront Fee
criterion (maximum score of 40), robustness of financing plan criterion (mMaximum
score of 3) and local financing criterion (maximum score of 2).

The GP Group's financial proposal is described in this section. It should also be noted
that the Partnership Committee reviewed three financial models from the GP Group:
(i) the July 2019 model included in the Proposal, (ii) the July 2020 Conservative Case
Model updated to reflect lower patronage (due to the COVID-19) but without triggering
the development of the EIPs and (iii) the July 2020 Upside Case Model which reflects
a higher patronage and triggers the development of the EIPs. However, the analysis in
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this Section 5 uses the July 2019 model as this was the model the GP Group formally
submitted with its Proposal and on which financing and indicative ratings were based
to select the GP Group as Preferred Proponent.

Upfront Fee Criterion.

The GP Group proposed an Upfront Fee of $72 million, which meetsthe minimum

required in the RFP. In addition, the Proposal provided for a $3 million escrow

deposit.

(0]

(0]

(0]

(0]

(0]

Robustness of Financing Plan Criterion.

Assumptions and Cash Flows.

The GP Group’s model assumed that home port and transit passengers will
grow by 6.1% and 5.2% annually, respectively, over the course of the next thirty
yearswith tariffsgrowing between1.2% and1.7% perannum. These assumptions
result in a 30-year compounded annual growth rate of 6.5% in Total Revenue.
Total expenses are assumed to grow at 3.3% annually over the next thirty years.

Practicality of Financing Plan.
Barclays' commitment letter will either be extended, if needed, or replaced by
a bond purchase agreement.

Robustness of Financing Term and Evidence of Coherence with Market
Conditions.

Clarification provided by the GP Group through a RFI showed that debt pricing
assumptions are consistent with market conditions for comparable credits.
Equity Commitment Letters provided by Global Ports.

Debt Commitment Letters (for a volume underwrite) provided by Barclays.

Local Financing Criterion.

The Proposal indicated that the GP Group has spoken with all local banks and
investors in regard to potential financing and equity investment mechanisms.
Furthermore, they held active discussions with FirstBank and Banco Popular
de Puerto Rico regarding value-add Debt Service Reserve Account (“DSRA")
facilities, working capital and operational lines of credit, merchant banking
services and other commercial banking products.

The GP Group also highlighted that the subcontracting of several local
contractors and entities for construction and development will result in either
direct or indirect use of local capital.

Proposed financing solution is to use sponsor equity and a Private Activity
Bonds (“PABs”) issuance (issuance will be through a Puerto Rico bond issuing
authority), which means that the ultimate equity investors will not be local,
and the ultimate debt investors are not necessarily local (as the PABs can be
sold to any investors).

5.1.6 Preferred Proponent

AsdetailedinSection5.1.2 (Selection of Preferred Proponent),the Partnership Committee
deemed the Proposal to be compliant with the Evaluation Criteria and with the Project’s
Objectives. Accordingly, on September 17, 2019, the Partnership Committee voted by
referendum, pursuant to Act 29 and the Regulation (including Section 5.1 thereof),
to designate the GP Group as the Preferred Proponent to engage in discussions and
negotiations with the P3 Authority in connection with the Project. On September 20,
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RECOMMENDED AWARD

2019, the GP Group was notified in writing of its selection as the Preferred Proponent.

The September 20, 2019 notification letter to the Preferred Proponent included
a condition that the Preferred Proponent submit a bid bond to the P3 Authority by
October 10, 2019, issued by a surety or insurance company authorized to issue financial
guaranty bonds in Puerto Rico in the amount of five million dollars. This condition was
satisfied by the Preferred Proponent on October 21, 2019. The P3 Authority included
in the notification letter certain other matters (in addition of the Proposal list of items
for negotiations) that the P3 Authority and PRPA required to be discussed during
negotiations of the final form of the PPP Agreement.

As a result of this evaluation process, the Partnership Committee concluded that the
Project and the Proposal will generate significant economic and social benefits, which
can be summarized in the following key social welfare and economic goals:

Accelerate completion ofimportant capitalimprovement workstoenhance
in the short term the performance and safety conditions of the San Juan
Bay Cruise Terminals;

Spur private infrastructure investmentin Puerto Rico,which hasa multiplier
effect on the economy and leads to the creation of new jobs;

Increase the number of cruise ships and tourists that visit Puerto Rico
on an annual basis, which has a positive effect on the island’s economy,

especially in the nearby communities of Old San Juan, Puerta de Tierra,
Catano and Condado;

Reduce PRPA’'s debt burden, which has been negatively affected by its
financial performance and capital structure; and

Provide a world class level of service to visitors of the San Juan Bay Cruise
Terminals.
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5.2 Negotiations and Approval

5.2.1 Key Negotiation Points Identified Before COVID-19

As required by the Partnership Committee, the P3 Authority entered into direct
negotiations with the Preferred Proponent after selection in September 2019. Key
issues were identified and further negotiated with the Preferred Proponent, including
employee matters, competition with local service providers and integration with
surrounding communities.

Regarding PRPA employees, the Concession Company agreed to the following: (i) the
Concession Company will give preference to PRPA employees over other applicants with
similar qualifications; (ii) the Concession Company commits to offer competitive and
attractive benefits to PRPA employees who receive a job offer; and (iii) PRPA employees
may elect to transfer the balance of their retirement account to the defined contribution
individual retirement account program the Concession Company may establish at its
discretion. As part of the negotiations, the Concession Company further agreed that
PRPA employees hired shall be guaranteed a minimum of 2 years employment and
may only be separated from their position based on “just cause” as defined under Act
80-1970, as amended.

The parties also agreed that the Concession Company could only provide Non-Exclusive
Ancillary Services (as defined in the PPP Agreement) through its Affiliated Service
Providers. Affiliated Service Providers were defined to mean affiliates of the Concession
Company organized under the laws of the Commonwealth of Puerto Rico, in which the
Concession Company shall never hold majority ownership and the remaining ownership
will be held by local Puerto Rico shareholders or members. Local workers or local service
providers would also have to be used by the Concession Company and the Affiliated
Service Providers when providing Ancillary Services (as defined in the PPP Agreement).
Further requirements and limitations were incorporated into the PPP Agreement
prohibiting unfair competition or practices by the Concession Company against local
competitors. In addition, the Concession Company may establish Administrative
Charges in the form of entry fees to persons providing Non-Exclusive Ancillary Services,
including stevedoring services based on the equipment used in providing such services.

The parties further included in the PPP Agreement, that Piers 1through 4 walkways, the
lateral areas from the terminal in Piers 11-12 toward Ferndndez Juncos Avenue, the paved
sidewalks abutting the Pan American Piers and any areas described as “walkways” in
the design for the Phase Two Projects, shall be open to the public, this with a view of
integration of the piers with surrounding areas and Bahia Urban design. Furthermore,
the contract provides that space shall be located in these areas, as well as in other
locations on the San Juan Bay Cruise Terminals, for Puerto Rican bona fide artisans
and Persons providing Guest and Transportation Services and Public Information
Centers. Additional confirmation and design modifications were considered and
agreed to ensure the compliance with guidelines for the development of the uplands
and integration of the Cruise Port Facility to the surroundings, included in Schedule 13
of the PPP Agreement.

In addition to the issues above, the following matters were also discussed at length and
resolved:

- Structural Condition of the Piers.
It was agreed that: (i) an engineering report to be issued once additional site
investigations are completed must confirm the assumption of the Concession
Company regarding the ‘“live loading capacity” of Pier 4 or the Concession
Company’s budget for the Pan American Piers; (ii) Pier 3 repairs required after
the 2019 accident with the EPIC cruise ship shall be funded by PRPA insurance
proceeds and the repairs then considered part of the concession and transferred
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under the PPP Agreement; (iii)
certain liabilities related to Piers 3,
4 and the Pan American Piers were
deemed “Excluded Liabilities” (for
which PRPA is responsible until the
commencement of certain related
repairs and construction projects)
and it was agreed that PRPA must
maintain insurance for such Excluded
Liabilities; (iv) the Concession
Company will rehabilitate the Pier
4 wharf involving the addition of
mooring dolphins around Pier 4;
and (v) a total reconstruction of Pier
4 may be performed in the future
under certain funding availability.

Taxes.

Concession Company taxes has been
limited to 20% income tax rate and
other tax benefits provided in Act 29.
The Government's Department of
Treasury will issue an Administrative
Determination on certain tax matters
applicable to PPP  concession
agreements in  general, which
shall also apply to the Concession
Company.

Limit on Term Extension for
Compensation Events.
Compensation Events are a limited
list of events that, if they occur,
require PRPA to compensate the
Concession Company. The draft of
the PPP Agreement that was issued
with the RFP allowed PRPA to provide
this compensation by extending the
term of the PPP Agreement. This has
now been specified to be available to
PRPA up to a certain dollar amount.

Escrow Account.

In addition to the $72 million to be
paid as the Concession Fee to PRPA,
$3 million is to be deposited by the
Concession Company at the financial
close in an escrow account to be used
to pay Compensation Events that
may occur before the Completion of
the lIP. Any remainder of that amount
will be released to PRPA.
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Closing Delays.

The period for achieving Financial
Closing was extended to 180 days after
the Award Date (final approval and
execution of the PPP Agreement),
with an additional 90 days to allow for
possible contingent Closing delays.

Technical Disputes.
A faster procedure was established
for technical disputes identified in
the PPP Agreement.

5.2.2 Key Negotiation Points After
COVID-19

COVID-19 had an immediate devastating
impact on the cruise line business in
Puerto Rico. As with many projects and
most businesses, further adjustments to
the Project and the PPP Agreement were
incorporated to move forward and for an
agreement reasonably acceptable to both
parties to be reached. These adjustments
mostly relate to the stop in cruise pier
traffic, the related loss of cruise pier
revenue and the uncertainty of when and
at what pace the demand will recover and
the future revenues will flow-in again.

As such, from May 2020 through January
2022, the following key changes to the
PPP Agreement were introduced:

Financial Closing security details were
established. A $10 million security in
the form of a corporate guarantee will
be delivered at the signing of the PPP
Agreement, and shall be replaced by
cash, surety bond or letter of credit
within 90 days of signing. This was

established to allow for COVID-19
related conditions impacting the
insurance offerings available at

reasonable costs.

The Piers 11-12 Project, which includes a
new cruise terminal and quay wall for
Piers 11-12, was postponed because of
reduced demand expected in the next
few years and was made contingent
on demand targets being met. As
a result, the capital improvement
projects and execution phases were
modified to be the (i) IIP, (ii) EIP and
(iii) Phase Two Projects, and certain
terms and conditions were included
to safeguard compliance by the
Concession Company.
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In 2021 PRPA and the P3 Authority learned that additional CDBG-DR and/or CDBG-
MIT funds from HUD may be allocated to the Piers 11-12 Wharf Project and to quay
wall improvements along Pier 13 and Pier 14 to prepare the entire wharf/quay wall to
safely allow the docking of big vessels, including emergency providers such as floating
hospitals and other first aid vessels. PRPA and the P3 Authority held discussions with the
PRDOH about the likelihood of obtaining CDBG funding. As a result of these discussions,
on October 8, 2021, PRPA submitted a letter to the Secretary of the PRDOH, requesting
that the quay wall for Piers 11 through 14 be included in the Action Plan for funding
by PRDOH through either the CDBG-DR or the CDBG-MIT programs. Based on these
developments, the P3 Authority negotiated further revisions to the PPP Agreement
related to CDBG funding for the Piers 11-12 Wharf Project. The PPP Agreement now
provides that if PRPA receives Government Contributions authorizations for no less
than $50 million for the Piers 11-12 Wharf Project, the Concession Company is obligated
to use reasonable efforts to issue Concession Mortgage Debt and obtain permits for
the implementation of the Piers 11-12 Project. Upon completion of the Piers 11-12 Wharf
Project and the Piers11-12 Project by the Concession Company, the Concession Company
is obligated to pay the IARS, an additional share of the Gross Revenue of the Cruise Port
Facility, subject to certain conditions. The IARS is paid annually as a percentage of Gross
Revenue (see PPP Agreement).

5.2.3 Final Approval of the PPP Agreement

On February 9, 2022, the Partnership Committee reviewed and approved the PPP
Agreement between PRPA and the Preferred Proponent. Subsequent to that approval,
the PPP Agreement was presented to FOMB for review and approval. FOMB approved
it subject to certain conditions; conditions which were accepted by the parties. The
revised version of the PPP Agreement was approved by the Partnership Committee
on July 5, 2022. After approving the PPP Agreement, the Partnership Committee
authorized the P3 Authority to proceed with the remaining Required Approvals.
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6. CONCLUSION



CONCLUSION

CONCLUSION

PRPA is one of the main government en-
tities responsible for promoting Puerto Ri-
co’'s economy, managing the main ports
of entry and exit of passengers, goods,
consumer products and raw materials in
Puerto Rico. In the years leading up to the
Hurricanes, a backlog of important main-
tenance and expansion projects built up
for several reasons, including, among
others, the ad hoc development and up-
grades of the piers and debt obligations,
which led to inadequate levels of infra-
structure investment.

In light of these challenges, PRPA's objec-
tives included reaching the Government's
long-term goal of contributing to the
revitalization of Puerto Rico's economy
through upgrading the existing facilities
and expanding berthing and terminal ca-
pacity. However, due to several factors, in-
cluding but not limited to a lack of funds,
PRPA was not in a position to achieve
these goals on its own. After the receipt of
the Unsolicited Proposal and the commis-
sioning of the D&C Report, the P3 Author-
ity and PRPA understood that the best
path forward for the San Juan Bay Cruise
Terminals was through a PPP and the as-
sistance of and investment by a private
partner. The P3 Authority commenced
an RFQ and RFP procurement process
to identify the private partner best suited
to repair, design, build, finance, maintain,
and operate the San Juan Bay Cruise Ter-
minal. On July 31, 2019, the Partnership
Committee received one (1) proposal from
a Qualified Respondent.

Following an extensive review of the Pro-
posal, the Partnership Committee deter-
mined that it represented the best alter-
native to achieve the Government’s stated
goal of upgrading the San Juan Bay Cruise
Terminals and implementing diligent
management of the same for the bene-
fit of the people of Puerto Rico. On Sep-
tember 17, 2019, after nearly two months
of review and evaluation of the Proposal
based on the Evaluation Criteria, the Part-
nership Committee voted to designate
the GP Group as the Preferred Proponent.
The Proposal not only complied with the
requirements of Act 29, the Regulation
and the RFP, but also met the objectives
of the Project.
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Extensive negotiations were held with the
GP Group and adjusted based on the im-
pactful reality of the COVID-19 pandemic,
concluding in a satisfactory agreement
reflected in the PPP Agreement.

In conclusion, the procurement process
for the Project was carried out over the
course of more than 48 months, a total of
14 meetings were held, which involved (i)
extensive due diligence of PRPA assets;
(i) multiple opportunities for comment
and discussion of the proposed transac-
tion structure and the PPP Agreement,
both with private sector participants and
with various government entities and
other stakeholders; (iii) an extensive and
in-depth assessment and analysis by the
Partnership Committee and the Consul-
tants of the GP Group Proposal; and (iv)
the scoring of the GP Group Proposal by
the Partnership Committee based on
clearly-articulated Evaluation Criteria to
achieve the Government's objectives for
the Project.

In addition, and as a result of the COVID-19,
the definitive PPP Agreement was fur-
ther negotiated by the Partnership Com-
mittee to address new and developing
challenges to its satisfaction. As such, the
Partnership Committee unanimously rec-
ommends that the GP Group be awarded
the PPP Agreement for execution by the
Concession Company.

The Partnership Committee, the P3 Au-
thority and PRPA believe the Project is in
the best interest of Puerto Rico. The Proj-
ect will increase tourism to the Island by
ensuring improved facilities, and efficient
management and operation of the San
Juan Bay Cruise Terminals in a manner
PRPA cannot afford to provide. Further-
more, the San Juan Bay Cruise Terminals
are currently in a state of such disrepair
that current condition studies appear to
project total demise of the cruise piers
if intervention does not occur prompt-
ly. By transferring such tasks to a private
partner with the financial resources and
experience to implement the necessary
improvements, these PRPA assets will
not only be saved, but improved and ex-
panded for the benefit of tourism and the
Puerto Rico economy.
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CONCLUSION

Approved and received by the Partnership Committee Members:
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DEFINED TERMS




DEFINED TERMS

Defined Terms Definition or Section Reference

AAFAF Section 3.1.4

Act or Act 29 Section 1

Aerostar Section 3.1

ﬁzr;l;al Authority Revenue Share or Section 3.3.3

Average Aggregate Score Section 5.1.2

Carnival Section 3.1.2

CBNA Civil & Building North America, Inc.
Community Development Block Grants pro-

CDBG gram administered. by the United States De-
partment of Housing and Urban Develop-
ment with PRDOH

CDBG-DR Section 3.1.3

CDBG-MIT Section 3.1.3

CDC Section 3.1.3

Closing Corporate Guaranty Section 5.2.2

Closing Security Section 5.2.2

Closing Security Delivery Date Section 5.2.2

Concession Company Section 1

Consultants Section 2

COVID-19 Section 1

D&C Study Section 3.1.4

Data Room Section 4.6.2

Dredging Depths Section 3.3.3

EIP Section 3.3.1

Enka Section 1

Evaluation Criteria Section 5.1.1

Excluded Liabilities Section 5.2.1

FAA Section 2

FEMA Section 3.1.3

FOMB Section 2

Global Ports Section 1

Government Section 1

Government Contributions Section 3.1.3

GP Group Section THUD Section 3.1.3

Hurricanes Section 1

IARS Section 3.3.3

1P Section 3.3.1

Irma Section 1

Key Documents Section 4.6.6

Key Milestones in the RFP Process | Section 4.6.1

LMM Airport Agreement Section 3.1.4

LMM Airport Project Section 3.1.4

LUMA Section 3.1.4
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DEFINED TERMS

MARAD Section 3.1.4
MARAD Report Section 3.1.4
Maria Section 1
Metropistas Section 3.1.4
Moody’s Section 3.1.3
MTA Section 3.1.4
MTA Project Section 3.1.4
Norwegian Section 3.1.2
O&M Agreement Section 3.1.4
P3 Authority Section 1

P3 Authority Board Section 1
Partnership Committee Section 1
PBAs Section 3.1.3
PoC Section 5.1.4
PortMiami Section 3.1.2
PPP Section 1
PPP Agreement Section 1
PRCTP Section 1
PRDOH Section 3.1.3
Preferred Proponent Section 2
PREPA Section 3.1.4
PRHTA Section 3.1.4
Procedures Following the Receipt of Proposals Section 4.6.4
Project Section 1
Proposal Section 1
PRPA Section 1
Qualification Memorandum Section 4.5
Qualified Respondents Section 4.5
RDBFMO Section 1
Recommended Award Section 2
Regional Airports Section 3.1.1
Regulation Section 1
Report Section 2
Required Approvals Section 2
Respondent Section 1
RFC Section 4.5
RFI Section 4.6.4
RFP Section 1
RFP Process Section 1
RFP-RFC Section 4.6.2
RFQ Section 1
RFQ Process Section 1
RFQ-RFC Section 4.5
Royal Caribbean Section 3.1.2
San Juan Bay Cruise Terminals Section 1

SJ Cruise Port Section 1
SICTP Section 1
SOQs Section 1
Toll Roads Agreement Section 3.1.4
Toll Roads Project Section 3.1.4
Unsolicited Proposal Section 1
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EXHIBIT B:

D&C STUDY
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EXHIBIT C:
RFQ
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