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Summary
Denver Transit Partners LLC's (DTP) credit profile is pressured by delays in achieving revenue
service commencement before the current deadline of June 2, 2018. While a recent Colorado
Public Utilities Commission (CPUC) waiver approval eliminates the largest hurdle, system
verification above that required by the Federal Railroad Administration (FRA), provides
additional uncertainty of the timing of revenue service. DTP is well positioned to get further
relief from off-taker Regional Transportation District, CO under dispute resolution processes,
but risk of termination remains. In the operating rating period, DTP has a higher operating
risk profile compared to other availability payment public-private partnership (PPP) projects
owing to the long-term maintenance and operation of the rolling stock and the on-going
interface risk with system users. DTP has demonstrated a strong operating history on the two
lines that have been open to operations, earning bonus payments for good performance for
the past nine months.

Exhibit 1

Payment deductions have been a small portion of availability payments and have improved with
time
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Note: The positive values starting April 17 represent incentive payments for exceeding availability factor targets.
Source: Denver Transit Partners

Credit Strengths

» Experienced and competent joint venture parties undertaking the project

» Strategic asset for off-taker that has already funded the majority of total construction
costs

» Relatively stable cash flows due to both the availability based revenues from a high rated
off-taker, as well as the fixed-price operating and maintenance (O&M) subcontract that
extends for the life of the Concession Agreement

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1120175
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» O&M subcontractor has made DTP whole for the performance deductions incurred to date, removing the financial impact of the
weaker operating performance during start-up

Credit Challenges

» Significant commissioning and system verification remains before revenue service can be obtained

» Integration and start up risks unique to operating and managing disparate rail related infrastructure elements including rolling stock,
signaling systems, communication technology and station availability

» O&M obligations are more complex than the typical availability payment PPP and meeting required headway times may be more
difficult than originally forecast

» Limited financial flexibility in the event the O&M subcontractor must be replaced

» Relatively weaker O&M subcontract terms

» Lack of either an operating or a major maintenance reserve requirement

Rating Outlook
The negative outlook reflects the uncertainty around the timing of securing a final approval for the project due to conditions placed by
the CPUC on DTP and RTD in its ruling to grant a waiver to the project making it increasingly less likely that DTP can meet the current
June 2, 2018 revenue service deadline without further relief from RTD..

Factors that Could Lead to an Upgrade

» All three commuter rail lines reach revenue service commencement post construction completion

» The concessionaire demonstrates an ability to successfully integrate and operate the three commuter rail lines in accordance with
the performance requirements of the concession with limited performance deductions

» Forecast financial metrics are achieved

Factors that Could Lead to a Downgrade

» The rating would likely be downgraded if revenue service commencement certificates continue being delayed beyond our current
estimate of three months, if RTD indicates that it could terminate the concession before the dispute resolution process is complete,
or if the G line fails to operate at levels in line with the currently operating lines.

Key indicators

Exhibit 2

DSCRs forecast to be strong

Source: Moody's Investors Service; Audited Issuer Financial Model

Profile
DTP is a special purpose vehicle established in 2010 to enter into contractual arrangements with the RTD to design, build, finance,
operate and maintain the Denver Eagle FasTracks Project under a long-term availability payment public-private partnership (PPP)
Concession Agreement that runs through December 2044. The project scope includes (1) the design and construction of three

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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commuter rail lines in Denver, CO, totaling 34 miles in length and an associated commuter rail maintenance facility; (2) the provision
of the rolling stock; and (3) the operations and maintenance of the commuter rail service, the track and the equipment for the term of
the concession.

DTP is 45% owned by Aberdeen Infrastructure Investments (No. 4) USA LLC; 45% owned by an affiliate of John Laing Investments Ltd
(Laing); and 10% owned by Fluor Enterprises, Inc. DTP has sub-contracted its obligations under the Concession Agreement with respect
to design and construction of the project to Denver Transit Systems (DTS), formed by a consortium including Fluor and Balfour Beatty
for the purchase of rolling stock and construction. DTS then in turn subcontracted all design and construction obligations to Denver
Transit Constructors, LLC (DTC) - a consortium formed by Fluor, Balfour Beatty and Ames Construction pursuant to a Design and Build
Contract. DTP's operations and maintenance obligations have been subcontracted to Denver Transit Operators (DTO) - a consortium
formed by Fluor, Balfour Beatty and Alternative Concepts Inc.

As part of the project's permanent financing, $398 million of Series 2010 RTD's Denver Transit Partners Eagle P3 Project Tax-Exempt
Private Activity Bonds were issued in August 2010.

Detailed Credit Considerations
CPUC waiver approval removes largest obstacle to reaching revenue service, but uncertainty remains on ability to meet
requirements before the deadline

On March 28, the CPUC approved a waiver that allows for a buffer to the constant warning times for crossing gates at public at-grade
crossings, with terms similar to a waiver granted by the Federal Railroad Administration (FRA) in September 2018. The waiver provides
an important step to allow the project to finalize testing on the G-line, which has been delayed with no service payments received but
with liquidated damages coming from DTC, so long as human flaggers are present at at-grade intersections. DTP estimates around one
week of testing before the system reliability testing can begin. Given the current revenue service deadline of June 2, 2018, there will be
approximately ten weeks to complete the three-week system reliability demonstration. For the A-line, system reliability testing took
approximately six weeks, and we think its reasonable that DTC's experience with that line will transfer to produce demonstration of
reliability within a similar time frame. That said, these systems are complex and demonstration within that period is far from assured.

The CPUC also approved a waiver to allow for the removal, or “demobilization”, of the human flaggers that are currently station at
public at-grade crossings on the A-line and will be stationed on the G-line, contingent on verifying that each crossing gate is operating
within the buffer approved by the first waiver. This requirement is more onerous than that provided in the FRA waiver, which only
required a public awareness campaign on the dangers of crossing the gates. At this time, two elements of the verification process
are unclear: 1) how long the verification will take, and 2) if the independent engineer will grant revenue service commencement
certification before the demobilization of the flaggers. We view these outstanding items to be the biggest risk to DTP being able to
achieve the revenue service deadline, which if not achieved, would be a termination event for RTD.

Dispute resolution of DTP's change of law claims demonstrates fraying relationship between DTP and RTD, but provides
path towards additional schedule relief

Negotiations between DTP and RTD on DTP's assertion of “change of law” claims have failed and the claims have entered into a dispute
resolution process. DTP has asserted three “Change in Law” claims related to the at-grade crossing issue. The three “Change in Law”
claims are seeking contractual relief from RTD for (1) the FRA's interpretation of the FAST ACT that required certain changes in how the
system operated; (2) the CPUC changes that have affected the G line; (3) and the combined FRA and CPUC actions that have delayed
the project. RTD has denied all three claims.

A three person, non-binding dispute resolution panel has been established and proceedings are underway. We expect the process to
extend beyond the current revenue service deadline but to be complete by the end of June and we expect that RTD will not take any
actions to terminate the concession agreement due to failure to meet the revenue service deadline (if it has not been met) until the
dispute resolution process has reached a final decision.

If the project has reached revenue service commencement certification, the dispute will largely be a financial dispute between the
parties to resolve the funding of the human flaggers, which various published reports estimate into the tens of millions of dollars, and
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lost service payments due to the delay. Bondholders would be protected from termination events and financial losses. However, failure
to meet the service deadline and an adverse arbitration outcome would allow RTD to terminate the agreement.

On April 2, DTP disclosed that the it had failed to meet the bondholder longstop date, which is defined as 60 days before the
concession agreement revenue service deadline, which constitutes an event of default. Remedies available to the trustee include
accelerating the bonds, but given the potential for the dispute resolution process to delay both deadlines, we think that any
acceleration, should it occur, would occur after the process reaches conclusion.

Cost of fixing any remaining crossing issues would negatively affect bondholder recovery if termination events occur

If RTD does terminate because of a failure to meet the revenue service deadline, we understand that it would be considered to occur
during the Design/Build Period because final acceptance would not have occurred. In that case, termination compensation would be
the value of the improvements, less any government contributions, rectification costs determined by an independent third party, and
expenses in determining the rectification costs and finding a replacement contractor. These rectification cost are currently unknown
and would depend on the ability of DTP to demonstrate the ability to meet the CPUC waiver requirements. If those conditions cannot
be met, the costs of addressing the crossing gate issues could be rectification costs impacting bondholder recovery.

If the revenue service deadline is missed and a termination event called, DTP would have 30-days to remedy the default, during which
time RTD may not terminate the agreement. Once termination occurs, RTD can only stop making service payments, which cover debt
service and operations, if RTD has stepped-in to operate the project. Since RTD does not operate any other heavy rail line, we think the
ability to step in quickly is limited and will protect service payments during a termination event. The available service payments and the
six month debt service reserve fund provide bondholder protection in a termination scenario while the termination compensation is
determined.

The two operation lines have demonstrated strong performance after some initial troubles

DTPs sole source of revenues are the availability payments from RTD subject to DTP meeting the performance requirements in the
Concession Agreement. If DTP meets the performance requirements, the availability payments provide a high degree of cash flow
certainty. However, the payments are subject to deductions for unavailability such as the failure to maintain the rolling stock in
good operating condition and quality standards such as the failure to maintain the cleanliness of the trains and stations to required
standards. There are also headway (the time between trains) times that must be met, which can prove challenging over time.

Primarily due to the inability to meet all the required headway times and some lightning related system outages, DTP incurred $0.3
million of performance deductions for the first 19 months of operations through July 2017. This compares to a revenue service payment
of $87.6 million, or a low 0.3% reduction. Additionally, there have been $4.3 million of deductions due to the waiver agreement. High
deductions are likely during the initial commissioning period for assets with more complex operating profiles like DTP. Positively, the
project has been made whole by the contractor to date, so financial metrics are not expected to be affected by the deductions. As
shown in exhibit 1, availability improved for each of the two operating lines and DTP has received incentive payments in ten of the last
eleven months. This improved performance should result in lower year-end payment deductions.

Lightning strikes to the system have caused system outages that have led to force majeure claims. In 2016, a lightning strike to the
catenary power line snapped the line. Another direct hit to a wireless telecom system in May 2017 caused another outage. RTD has
rejected DTP's force majeure claims for relief for the outages. Given the topography of the system, future lightning strikes are likely,
though should be rare. The lines traverse largely undeveloped areas, making system equipment the highest point on the landscape. As
development continues along the corridor, future buildings are likely to overtake the system as the highest elevation point, helping to
reduce strikes. However, the risk will not be mitigated in the near term, nor be completely eliminated over the life of the concession.

O&M obligations have been subcontracted to the O&M operator, DTO, under an O&M subcontract. The O&M subcontract does
not have an explicit annual liability cap and the maximum termination liability cap of $67 million, or 18 months of operations,
management and renewal costs, cannot be reduced for past performance deductions. For reference, performance payment deductions
incurred to date equate to about 0.4% of the liability cap. Positively, DTO has made DTP whole for performance deductions incurred
and as performance improves. The O&M subcontract requires DTO to provide liquid security to DTP in the form of a letter of credit
(LC) sized at six months of operations, maintenance and renewal costs, which is relatively standard. The LC is available to DTP in case
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DTO does not honor its contractual obligations like making the project whole for any performance payment deductions incurred or if
DTO defaults on the O&M subcontract and needs to be replaced.

While the range of performance requirements in this transaction is much broader and the specific activities to be undertaken by
DTP are more varied and complex than is typical of other availability payment PPPs, the operation of rail transit services and the
maintenance of rolling stock are known, yet specialized services. The specifications call for close coordination and approval of many
facets of the operations and maintenance plans with RTD. RTD has an experienced staff, which should help minimize the risk of RTD
initiated delays.

High leverage constrains rating and limits financial flexibility, yet DSCRs are strong with sound excess cash flow

As is typical for availability payment PPPs, the project's high leverage constrains the rating and limits its financial flexibility and ability
to withstand unexpected performance stress. The projected minimum DSCR for the senior debt is strong at 1.35x with an average DSCR
of 1.67x over the debt term. While the minimum all cost cash break even ratio is low at 14%, many of the initial and final years are
much higher, reflected in the average cash break even ratio of 23% over the debt term. The higher DSCRs and resiliency in most years
helps balance the lack of an independent third party confirmation of the adequacy of the long-term lifecycle rehabilitation costs on a
look forward basis.

Liquidity Analysis
DTP's primary source of liquidity is a standard six month debt service reserve fund. There are no other required operating or major
maintenance reserves, which is notably weaker than other PPPs. However, we note that lifecycle rehabilitation costs are paid as
originally bid, which is a relatively uneven profile over the life of the asset. The higher DSCRs over the life of the debt help provide some
increased resiliency in case costs are higher than forecast.

Sources of liquidity in the construction phase include the design build contractor's LC supporting its obligations under the Design Build
Contract including paying delay LDs or a contractor replacement.

Other Considerations: Mapping to the Grid
The exhibits below show how this project was mapped to the Construction Risk in Privately-Financed Public Infrastructure (PFI/PPP/
P3) Projects published in June 2016, and Operational Privately Financed Public Infrastructure (PFI/PPP/P3) Projects published in March
2015, grids.

The Baa3 assigned rating reflects the risk of the operating period, as demonstrated by the grid indicated rating. The construction period
scorecard is for reference only given construction is 99% complete.
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Exhibit 3

Construction Risk in Privately Financed Public Infrastructure (PFI/PPP/P3) Projects

Source: Moody's Investors Service
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Exhibit 4

Operational Privately Financed Public Infrastructure (PFI/PPP/P3) Projects

Source: Moody's Investors Service

RATINGS
DENVER TRANSIT PARTNERS, LLC
Domicile Denver, Colorado, United States
Long Term Rating Baa3
Type Senior Secured - Dom Curr
Outlook Negative

Source: Please see the ratings section at the end of this report for more information. The ratings and outlook shown reflect information as of the publication date.
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