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Executive Summary

On May 23, 2003, the Minister of Transport for Canada announced the release of the
Request For Business Case (RFBC) to the four (4) pre-qualified Respondents requesting
them to submit their business cases.

Thisisthe Final Report of PRP International, Inc., acting as the Fairness
Commissioner/Process Auditor for the RFBC process to the Toronto Lester B. Pearson
Airport - Union Station Air Rail Link Project.

PRP International, Inc. observed that, within all evaluation teams performing their
evaluation of the sole Business Case Responsg, their efforts:

Resulted in athorough and consistent examination and discussion;
Generated a constructive interpretation of the Response with respect to the
requirements of the RFBC and the pre-established evaluation criteria; and
Invoked objective, consistent and informed counsel and guidance from the
evaluation coordinator, as required;

Were blind to any reasons or representations by the other pre-qualified
Respondents who chose not to submit a Response for consideration and
evaluation; and

Invoked no material intervention or comment by the Fairness Commissioner.

PRP International, Inc. concludes that:

The overall process framework for the RFBC Process was developed and
administered in afair, objective, thorough and consistent manner,

All respondents were treated in afair, equitable and consistent manner, in respect
to receiving and having access to all relevant information for the Transaction,
The determination of the recommended Respondent was in accordance with the
evaluation criteria which was pre-determined prior to receipt of the respective
business cases, and

Transport Canada’s officials and advisors administered this innovative and
effective RFBC process in a highly professional and conflict free manner.

Accordingly, the judgment of PRP International, Inc. is thet the determination by the
evauation teams of the Union Pearson AirLink Group Response that it “ was acceptable
as a business case and represents a basis for further discussion and analysis’ for the
Toronto Pearson Airport — Union Station Air Rail Link Project, was made in accordance
with the RFBC Evauation Framework and its objectives.
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Introduction

Thisisthe Final Report of PRP International, Inc., acting as the Fairness Commissioner
for the Request For Business Case (RFBC) process related to the Toronto Lester B.
Pearson Airport - Union Station Air Rail Link Project. The report coversthe RFBC
period of May 15 to October 1, 2003.

On May 23, 2003, the Minister of Transport for Canada announced the release of the
RFBC to the four (4) pre-qualified Respondents requesting them to submit their business
cases. One Respondent would be recommended as the Successful Respondent (subject to
the evaluation and selection criteria). The Successful Respondent would be afforded
negotiation rights for a period of six (6) months with Stakeholders in order to determine
whether a deal to finance, design, build, operate and maintain the Air Rail Link can be
established.

Deloitte & Touche Corporate Finance Canada Inc. (Deloitte) was engaged by Transport
Canada to act as financial and process advisors for the RFBC process.

PRP International, Inc. was engaged by Transport Canadato act as the Fairness
Commissioner/Process Auditor for the RFBC process.

The closing date for the RFBC responses was August 28, 2003.

Transport Canada’s Air Rail Link Objectives

The objectives of the Air Rail Link are to:

Increase mobility by providing a transportation service that is safe, accessible,
convenient, comfortable and that meets the needs of the public;

Provide a direct, seamless and rapid passenger rail service between Union Station
and Toronto - Lester B. Pearson International Airport;

Reduce road congestion by enhancing the movement of passengers and freight
while taking advantage of existing rail corridors;

Provide an efficient and environmentally responsible passenger rail service and
improve health by reducing greenhouse gas and other emissions;

Complement existing public transit systems and support intermodal transportation
options within the GTA;

Contribute to the economic development and well-being of the GTA;
Promote the use of Intelligent Transportation Systems; and
Employ a public-private partnership approach to avoid the use of public funds.

Fairness Commissioner Final Report
PRP International, Inc.
October 14, 2003 Page 4



Request For Business Case Process
Toronto Pearson Airport — Union Station Air Rail Link Project
Transport Canada

RFBC Process Guiding Principles

Deloitte was engaged by Transport Canada to develop an evaluation process to guide the
selection of the best business case submitted by Qualified Respondents to design, finance,
construct, own, operate and maintain the Air Rail Link. This evaluation process had to
meet two important objectives:

Result in the selection of a Successful Respondent who will design, finance,
construct, own, operate and maintain the Air Rail Link for a period of close to 57
years, and

Be transparent and fair.

In order to meet these objectives, Deloitte devel oped an Evaluation Framework that
sought to:

Ensure the overall selection process will be fair, consistent, free of conflicts of
interest, confidential, and transparent;

Define how the evaluations are to be undertaken;
Provide direction to individuals involved in the evaluation process; and
Document the evaluation process leading to a decision.

Fairness Commissioner Engagement Scope

As the Fairness Commissioner, PRP International, Inc. (PRP) was required to
be responsible for ng all aspects of the evaluation process for the evaluation and
selection of the best business case for the development of the Air Rail Link and for
reporting on the “fairness’ of the process. The role included, but would not be limited to
the following activities:
Becoming familiar with the Evaluation Framework;
Becoming familiar with the composition of the evaluation teams and the
evaluation process;
Attending, as deemed appropriate, meetings of a Steering Committee, a Due
Diligence Committee, team meetings, and any other meetings for the purpose of
observing and reporting on the process,

If deemed necessary, reviewing the Request for Business Case; and

Observing the evaluation of submitted material so as to provide verbal and/or
written comments with respect to:

- fairness;
- objectivity;

Fairness Commissioner Final Report
PRP International, Inc.
October 14, 2003 Page 5



Request For Business Case Process
Toronto Pearson Airport — Union Station Air Rail Link Project
Transport Canada

- consistency of process and application of the Evaluation Framework;
- conflict of interest;

- confidentiality; and

- completeness and accuracy of the selection process.

PRP Approach
Our approach to the assignment included the following activities:

Reviewing & commenting on draft versions of the RFBC,

Attending meetings of the Steering, Clarification & Due Diligence Committees,
Reviewing evaluation framework/criteria,

Observing evaluation team orientation,

Observing evaluation team consensus devel opment sessions, and

Reviewing records & logs.

In assessing the transaction, PRP developed a Fairness Framework for the assgnment. A
copy of the framework is attached in Appendix C. Some of the key principles that guided
the development of the framework and thereby, the assessment of the execution of the
process by the Transport Canadateam are listed below.

Prescribed process rules & procedures (approved- in-advance of Response
closing),

Responsive disclosure of information when requested by respondents,
Pre-approved evaluation & selection criteria (prior to RFBC closing date),
Appropriate checks & balances (use of “need to know only” principle),
Presentation of evaluation results to the Steering Committee on a “ Respondent
Blind” basis, etc.

In observing the work of the evaluation teams, certain key behaviours were assessed. For
example:

Did the individual evaluation team members and as a group demonstrate (that):

They were carrying out their role under a clear goal or statement of duties,
Objectivity in their analysis and rationale,

Consistent application of the criteria and interpretation,

Competence of the subject matter under evaluation,

A complete and thorough approach to the evaluation process,

Adherence to the requirement for confidentiality of information, and

A conflict-free attitude to their evaluation duties?
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Findings and Observations

Report #1 of Fairness Commissioner - Release of RFBC

On June 13 & 30, 2003, PRP International, Inc. issued letter reports on the RFBC and
process preparation for the transaction.

In summary, the letter reports stated:

“| have reviewed the May 22™ version of the Request For Business Case (RFBC) and
made comments for your consideration, in accordance with the contract terms for my
engagement as the Process Auditor for this project. In my judgment, thisRFBC is
appropriate for its purpose to select a Proponent, in a fair manner. This RFBC was
released to the Qualified Proponents on May 23, 2003. (dated June 13, 2003)

Further to my Progress Report #1 of June 13, 2003, this addendum addresses the
review/monitoring of the information sessions held for the proposed evaluation teams, on
June 25 (Ottawa) & 26 (Toronto), 2003.

The information sessions provided for a project overview, an outline of the processto
evaluate and select a Preferred Proponent and the action plan for developing the
detailed criteria prior to the closing of bids on August 28, 2003. Evaluation team
members were required to submit their conflict of interest disclosures and confidentiality
agreements, prior to release of the detailed documentation, e.g. RFBC.

In my judgment, the information sessions were appropriate and the action plan to
develop and approve the detailed evaluation criteria was acceptable.” (dated June 30,
2003)

Observations and Findings on the Evaluation of Responses to the RFBC

The following findings were reported to or resulted from the Steering Committee, held on
October 1, 2003:

Bid closing proceeded as scheduled with one response received prior to 5:00PM
August 28, 2003:

0 A letter was received from the remaining pre-qualified Respondent shortly
before 5:00 PM on August 28, advising that it would not be submitting a
response.
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The Completeness and Compliance, Conflict of Interest, and Clarification Review
teams administered their responsibilities, as prescribed;

Each of the evaluation teams undertook their evaluation activities substantively,
as prescribed;

o0 Each of the teams (Financial Analysis, Operation and Maintenance,
Approvals and Development, and Government Objectives) were
representative of the key stakeholders in the Air Rail Link Project and the
RFBC process, e.g. CN, GTAA and GO Transit had experienced
representatives on the Operations and Maintenance Team; expert
consultants were on several teams to provide objective and industry-
related experience, etc.;

0 Inobserving the evaluation consensus development by each of the teams,
it was noted that, without exception, each Team chairperson provided
consistent and effective leadership and each evaluation team member
provided substantive and constructive observations and positions, enabling
each team to carry out a thorough and appropriate evauation of the
response and to demonstrate the desired behavioural criteria described
above;

0 There were four (4) evaluation member withdrawals, however, none of
these created any concern for optimum size or representative composition
of the affected evaluation teams — largely, the result of awell planned
evaluation process that thoroughly addressed the size and composition of
each evaluation team, the schedule and format for each step of the
evaluation process, and contingency considerations, e.g. time was planned
for individual evaluations, team consensus and committee reviews, as well
as effective use of evaluation sites, in Ottawa and Toronto.

The Due Diligence and Steering Committees undertook their responsibilities, as
prescribed and with similar substantive and constructive consideration of the
Response, as performed by each evaluation team; and

Accordingly, there are no material or adverse findings to report.

As only one bid was received, the following observations, which further support the
above statement of findings, highlight several key processes/events.

The Process Rules provided for notification to all pre-qualified Respondents (4)
of any changes to the RFBC. Asthe RFBC specifically identified the
Respondents, it was the position of the Transport Canada team to notify all
Respondents of any changes to the list of pre-qualified Respondents.
Accordingly, when one (1) of the four Respondents withdrew, prior to August 15,
Addendum 2 notified the three (3) remaining Respondents. When another
Respondent withdrew on August 20, the Evaluation Coordinator advised the
remaining two (2) Respondents by letter on August 21, of that withdrawal.
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As the third Respondent natified its intention not to submit a response only
minutes before the RFBC closing time, the submission of the one response was
done in a competitive environment and this was sustained during the posing of
clarification questions to the one Respondent, i.e. no advice was conveyed to any
party that there was only one response received and being eval uated;

The Evaluation Framework was considered by the Steering Committee and
approved for the evaluation phase, prior to the closing of the RFBC date of
August 28, 2003. The Framework included a provision for the event that only one
bid was received; to wit: the submission would not be numerically scored but
would be assessed against the evaluation criteria on the basis of a determination
of acceptable or not acceptable, by each evaluation team, i.e. the Evaluation
Framework provided for a decison model that would see the highest scored
submission as being the submission that would be recommended to the Minister
of Transport, as the Successful Respondent, e.g. if 2 or more submissions were
received all would have received a numerical score (there were no pre-set
minimum score values to be achieved). Accordingly, where only one submission
was received, a numerical score could add no measure of acceptability, dueto a
lack of comparative responses,

All of the Respondent withdrawals informed the Evaluation Coordinator by letter
that they would not be submitting a Response. Two provided reasons for not
submitting Responses and the other offered to meet at alater date to discuss their
reasons. These letters were held in confidence by the Evaluation Coordinator and
were not disclosed to the Fairness Commissioner or any of the four evaluation
teams or committees. At the conclusion of the Due Diligence committee, on
September 25, 2003, the Fairness Commissioner reviewed the letters of
withdrawal with the Evaluation Coordinator and it was agreed that these letters
should be disclosed to the Steering Committee for their information and
consideration; and

With respect to the letters of nonRFBC Respondents and their reasons for not
submitting a Response, it is the judgement of the Fairness Commissioner that the
disclosure to any committee other than the Steering Committee could have been
prejudicia to the evaluation of the sole Respondent’s submission. The Evaluation
Coordinator accordingly exercised the most appropriate and objective behaviour,
enabling fairness to prevail.

Conclusion

PRP International, Inc. concludes thet, as all evaluation teams performed their evaluation
of the sole Business Case Response, their efforts:

Resulted in athorough and consistent examination and discussion;
Generated a constructive interpretation of the Response with respect to the
requirements of the RFBC and the pre-established evaluation criteria; and
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Invoked objective, consistent and informed counsel and guidance from the
evaluation coordinator, as required;

Were blind to any reasons or representations by the other pre-qualified
Respordents who chose not to submit a Response for consideration and
evaluation; and

Invoked no material intervention or comment by the Fairness Commissioner.

PRP International, Inc., further concludes that:

The overall process framework for the RFBC Process was devel oped and
administered in afair, objective, thorough and consistent manner,

All respondents were treated in afair, equitable and consistent manner, in respect
to receiving and having access to al relevant information for the Transaction,
The determination of the sole Respondent’ s Business Case was evaluated in
accordance with the evaluation criteria which was pre-determined prior to receipt
of the respective business cases, and

Transport Canada s officials and advisors administered this innovative and
effective process, in a highly professional and conflict free manner.

Accordingly, the judgment of PRP International, Inc. is that the determination by the four
evaluation teams of the Union Pearson AirLink Group Response that it “ was acceptable
as a business case and represents a basis for further discussion and analysis’ for the
Toronto Pearson Airport — Union Station Air Rail Link Project, was made in accordance
with the RFBC Evaluation Framework and its objectives.

Sign Off:

Respectfully submitted:

Peter Sorensen
PRP International, Inc.

Appendices:

A: Time Line of RFBC Key Events
B: Detailed Processes & Comments
C: Fairness Framework
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Appendix A: Time Line of RFBC Key Events

# Key RFBC Events ( 31?28%3) Purpose
1 | Drafting & Review of RFBC | May To finalize RFBC.
5 Release of RFBC to Pre- May 23 To formally commence
Qualified Respondents competitive process.
Release of Addendum No: 1 | July 8 To provide answers to 13 questions
3 and issue modifications to RFBC
(availability of additional
information), etc.
Release of Addendum No: 2 | July 11 To provide modifications to RFBC
4 (withdrawal of PEARL Consortium
as a Respondent), etc.
Release of Addendum No: 3 | August 5 To provide answersto 5 questions
5 and issue modifications to RFBC
(availability of additional
information and clarifications), etc.
6 Release of Addendum No: 4 | August 15 To provide modifications to RFBC
(submission requirements).
- Letter to Respondents August 21 To advise withdrawal of GTA LRT
Consortium.
8 RFBC Closing 17:00 - To receive Responses for RFBC.
August 28
9 Evaluation Process August 28— | To evauate Response(s) to RFBC.
October 1
10 Final Report, Fairness October 14 To provide areport on the RFBC
Commissioner evaluation process.
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Appendix B: Detailed Processes and Comments

# | Elementsof Review Summary Comments
1 Draft RFBC The drafts of the RFBC were reviewed for consistency
to process and fairness.
Respondents’ Four (4) addenda were issued which addressed
Questions, questions from Respondents and other required
2 | Comments, Requests modifications to the RFBC.
and the development This process was reviewed on a post audit basis.
of Answers
Evaluation The process documentation for this phase was
3 Framework reviewed prior to bid closing and appropriate
Documentation instructions and processes were in place to guide the
evaluation of responses.
Evauation Teams Four (4) evaluation teams were established (financial
Development of analysis, operations and maintenance plan, approvals
Criteria and development plan, and government objectives).
The Completeness and Compliance Review Team was
also established to assess all responses prior to any
response being submitted for evaluation, i.e. if
4 responses did not meet the mandatory submission
requirements of the RFBC, the response would receive
no further consideration.
Each team devel oped their evaluation guidelines based
on the broad evaluation criteria published to
Respondents in the RFBC, before the receipt of any
responses.
Receipt of RFBC One Response was received prior to the 5:00PM
5 | Responses deadline on August 28, 2003 — none were received
after the deadline.
Conflict of Interest Each evaluation team member was required to sign an
Assessment undertaking (confidentiality) prior to receipt of the
RFBC and evaluation framework during the
orientation sessions and to disclose any real or
6 perceived conflict of interest.
Upon RFBC closing, evaluation team members were
required to re-affirm their undertaking and disclosure
for review by the Conflict of Interest Assessment
Committee.
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# | Elementsof Review

Summary Comments

Evaluation Teams
Clarification
Questions

Each evaluation team was able to seek clarification
from the Respondent as required to fully understand
and therefore evaluate the proposals

The intent, form and wording of each question was
carefully reviewed by a Clarification Review Team
48 team requests for clarification questions were
reviewed with 30 being sent to the Respondent for
reply — replies were promptly returned (e.g. within 24
hours)

Performance
Evauation Teams

During the evaluation period (from August 28 to
September 18), PRP monitored the consensus sessions
of the evaluation teams (a random visit was made to
the Ottawa evaluation site to observe the individual
evaluation member rating process)

Performance of the
Due Diligence
Committee

The Due Diligence Committee meeting on September
23 to 25" was observed, as each evaluation Team
leader presented their reports and recommendations
for review.

Performance of the
Steering Committee

10

The Steering Committee (SC) was responsible for
approving the RFBC Evaluation Framework and
considering the recommendations of the evaluation
teams.

The SC met on August 19, 2003 to approve the
Evaluation Framework and on October 1, 2003 to
consider the results of the evaluation process.

The SC acted on atotally Respondent Blind basis, i.e.
the results of the evaluation teams were presented by
reference to “the Respondent”, until the committee
dealt with the results of each evaluation team and were
satisfied of the recommendations.
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Appendix C: Fairness Framework (attached)
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