Finance, Revenue and Bonding Committee 

INFORMATIONAL HEARING MINUTES

Monday, April 19, 2010 

1:00 PM in Room 2E of the LOB 

The meeting was called to order at 1:12PM
 by Chairman, Rep. Staples C. 096. 
The following committee members were present:

	Senators:
	Boucher A. S26; Daily E. S33; DeFronzo D. S06; Guglielmo A. S35; LeBeau G. S03; McDonald A. S27; McLachlan M. S24; Roraback A. S30 

	
	

	Representatives:
	Altobello E. 082; Aresimowicz J. 030; Ayala A. 128; Boukus E. 022; Candelora V. 086; Carson M. 108; Coutu C. 047; Giannaros D. 021; Green K. 001; Hennessy J. 127; Johnson S. 049; Kehoe T. 031; Klarides T. 114; Larson T. 011; LeGeyt T. 017; Leone C. 148; Megna R. 097; Morin R. 028; Mushinsky M. 085; O'Brien T. 024; Piscopo J. 076; Scribner D. 107; Sharkey B. 088; Staples C. 096; Tallarita K. 058; Villano P. 091; Widlitz P. 098; Wright C. 077; Wright E. 041; Zalaski B. 081 

	
	

	Absent were:
	

	
	

	Senators:
	Fonfara J. S01; Gaffey T. S13; Meyer E. S12; Stillman A. S20 

	
	

	Representatives:
	Barry R. 012; Berger J. 073; Butler L. 072; Caruso C. 126; Floren L. 149; Frey J. 111; Gibbons L. 150; McCluskey D. 020; O'Rourke J. 032; Perone C. 137; Rigby J. 063; Robles H. 006; Moukawsher E. 040; Rojas J. 009 


Rep. Floren was absent due to a previous conflict. Rep. Moukawsher was absent due to a work conflict. Rep. Rojas was absent because he was out of the country. Reps. Frey and Rigby were absent due to illness. Rep. Butler was absent due to his recovery from surgery.
Opening remarks were given by Rep. Staples, greeting the invited guests.

III. INVITED SPEAKERS

Connecticut Department of Transportation (DOT) Commissioner Joseph Marie gave a presentation on the State’s Service Plaza Initiative. He was joined by Office of Policy and Management (OPM) Secretary Robert Genuario, Charlene Casamento from the Connecticut Department of Transportation, and Ann Catino from Halloran and Sage.
Rep. Staples raised a concern about the length of the contract to renovate the State’s service plazas. He asked why the DOT did not negotiate a shorter term contract.
Sec. Genuario stated that a thirty-five year contract does have its benefits for the State. Because of the length of the contract, the service provider will need to renovate the facilities again during the agreement due to the lifespan of the storage tanks and other necessary infrastructure improvements.
Comm. Marie noted that value is also obtained by completing the renovations and remediation at the same time.

Rep. Staples asked for details on how the State plans on working with ExxonMobil concerning the remediation of the facilities.

Comm. Marie said the State will hold ExxonMobil responsible for clean-up and that the State is working closely with ExxonMobil to accomplish the remediation.

Rep. Staples asked if a smaller scale renovation project was investigated.

Ms. Casamento stated that only two proposals were submitted for the project. The DOT looked at how the companies were willing to invest in the project. There were no proposals submitted for shorter-term agreements.

Sen. Daily asked if there were safeguards to protect against ExxonMobil claiming that the contamination was caused by the new service provider.

Ms. Catino explained how benchmarks have been developed and numerous tests have been conducted on the sites.
Sen. Daily inquired as to the previous proposal for the State to bond for the remediation projects and if ExxonMobil will be responsible for paying for the State’s borrowing for the project.

Ms. Casamento stated that the DOT is currently negotiating with ExxonMobil and will review all available options for the State during this process.

Comm. Marie remarked that the State will attempt to secure “every nickel and dime” from ExxonMobil that is necessary for the remediation projects.

Sen. McDonald asked if the new contract covered the potential costs of future remediation over the length of the contract.
Sec. Genuario stated that it did not cover the costs. ExxonMobil would be responsible for the costs.

Sen. McDonald raised concerns about previous projects that have required the State to pursue collection of costs from ExxonMobil.

Sec. Genuario stated that the bonding request is to insure that the project moves forward even if the State must use legal action to recover costs from ExxonMobil.

Sen. McDonald asked if there was an option to extend the project in the future.

Comm. Marie explained that there is a ten year mutual option available when the thirty-five year contract expires.

Sen. McDonald asked if any other state had a deal in place for this length.

Ms. Catino responded that it was tough to compare this project to other states because of the services provided and the investment required by the service provider.

Sen. McDonald asked for details on the previous agreement concerning the percentage of fuel and food sales. 

Ms. Casamento explained that the eleven cent per gallon receipts expired under an amendment approved in 2007 with ExxonMobil. Since 2007, the State was only receiving a flat payment of $5 million per year.
Sen. McDonald asked what the reasoning was behind lowering the State’s percentage of food sales in the new agreement.

Ms. Casamento responded that the State was looking for a “unified solution.” The DOT considered the investment costs saved by the State when making their decision.

Comm. Marie explained how the overall value of this new contract is greater than what the State received previously. The State considered the “trade-off” provided by the new contractor.
Sen. McDonald raised a concern with the lack of a clear definition in the contract for participation payments.

Ms. Catino referred to the contract to provide a better definition of the participation payments.

Sen. McDonald asked what justifications were used to explain the drop of gross receipt percentages.

Sec. Genuario explained that the State looked at the investment made by the service provider and how much the State would have to pay in debt services should the State have to bond for the renovations themselves.

Sen. McDonald asked if the State did an analysis of costs for the State versus what the costs would be for a private provider for the project before a decision was made.

Sec. Genuario indicated that they did not conduct such an analysis “in-house.”


Sen. Guglielmo asked if the storage tank replacement schedule was in the new contract.
Ms. Casamento noted that a tank replacement schedule was included in the contract.

Rep. Leone requested information on the State’s ability to ensure that ExxonMobil covers the remediation costs and if oversight can be provided by the General Assembly.

Sec. Genuario explained that under current law, if the Attorney General wanted to pursue a settlement larger than $2.5 million, he or she would need to bring the settlement before the General Assembly.
Rep. Leone asked for an estimate on what the projected clean-up costs would be for the remediation projects.

Sec. Genuario explained that the costs have been projected, but because the State is currently in negotiations with ExxonMobil over the costs, he could not release these estimates at this time. He indicated that ExxonMobil is currently cooperating, but if they were to fail to cooperate in the future, the Attorney General is prepared to recoup all costs for the State.

Rep. Leone asked what the return on investment is for the new contractor.
Sec. Genuario said the rate of return is estimated to be between ten and eleven percent on the initial $130 million plus a separate return for the rest of the investment by the subcontractors. 

Sen. LeBeau asked for clarification on whether this contract was official already.

Sec. Genuario stated that it was, in fact, a done deal. He said that revenue concerns were at the forefront of his decision on the contract.

Sen. LeBeau asked if a quasi-public agency, similar to a transit authority, was discussed before requesting private investment. He explained that such an authority may have been able to obtain private bonds to pay for the project at a much lower rate than a private entity.

Sec. Genuario stated that the State may very well have the bonding capacity to pay for the project itself. His concern was over the debt service payments required on such high levels of bonding and how such payments would exceed the benefits of the project for the State.

Sen. LeBeau asked if the Department of Economic and Community Development was involved in the process.

Sec. Genaurio stated that DECD was not involved with the selection process.

Sen. LeBeau asked if projections were calculated for the potential tax revenue generated by the project. 

Sec. Genuario said he did not have the projections with him at the hearing, but that he was certain that the revenue projections were a “plus” for the State.

Sen. LeBeau asked if the State’s tourism board was involved in the process.
Sec. Genuario indicated that the tourism board was not involved in the process.

Sen. LeBeau suggested that a select few of the stations include alternative energy fueling options, such as hydrogen.

Rep. Scribner asked if the state will continue to pursue a settlement with ExxonMobil.

Sec. Genuario said that the State will continue to pursue a settlement, and if no settlement can be reached, the Attorney General would then pursue all available options.

Rep. Scribner asked if no other contractor would agree to perform the remediation projects.

Sec. Genuario stated that no proposal included accepting liability for the clean-up and it would be quite rare for a company to agree to assume such liability.

Sen. Boucher praised the project and congratulated everyone who had worked on seeing it through. She believes it will be a benefit to the State.

Sen. Guglielmo asked if ExxonMobil has previously put in a claim under the Underground Storage Tank Fund.

Sec. Genuario noted that yes, ExxonMobil has attempted to make a claim in the past, but, because of the ongoing negotiations, he could not go into detail on the claim.

Ms. Catino clarified that Matrix was not representing ExxonMobil or Alliance when it was contracted by DOT to perform their analysis.

Rep. Staples asked if other parties made proposals for the project and if ExxonMobil was one of the interested parties.

Ms. Catino stated that HMS Services also submitted a proposal, but ExxonMobil indicated that they were no longer interested in providing service plaza services.

Sen. Daily indicated that the hearing would recess so the Committee could convene their scheduled 3:00PM meeting.
The hearing was recessed by Sen. Daily at 3:09PM.

The hearing was reconvened by Sen. Daily at 3:12PM.

Paul Landino, President and CEO of Project Service, LLC, and Robert Landino, PE and CEO of Centerplan Companies, gave a presentation on their vision for the service plazas. They were joined by Kerry Wood, Director of Marketing for Centerplan Companies, and G. Roth Kehoe, General Counsel for Project Services, LLC.
Sen. Daily asked about the food offerings at the renovated plazas.

Paul Landino stated that discussions were on going for perhaps having an open market that offers fresh foods from local growers as well as contracts with McDonalds, Subway, Dunkin Donuts, and Geno’s Fast Break, among others. Space within the plazas may also be available for charities to offer products. 

Sen. McDonald asked how the company would receive return on its investment.

Paul Landino stated that he actually saw the deal as short in terms of business agreements, especially considering the recapture costs associated with the project as the original investment amortizes. 

Robert Landino said that this was, in fact, an unusual investment for the companies because the investor receives no real estate. The return actually only comes from increased sales.
Sen. McDonald asked if they project increased traffic on the highways and parkways associated with the service plazas.

Paul Landino said their estimates are not based on increased traffic necessarily but rather the site reconfigurations will lead to increased sales because they would make it easier to refuel and purchase food and other items.
Sen. McDonald asked about the business partnerships in the proposal.

Robert Landino stated that they originally negotiated with Hess to provide fuel services, but since the original proposal, Hess has decided not to participate in the project. The partners have shifted throughout the process due to the economic crisis, and now Alliance is involved with the project. He acknowledged that Alliance was part of the original competing proposal but is now partnered with Project Services.

Sen. McDonald asked if Doctor’s Associates or the Carlyle Group will directly benefit from the project or if only Project Services will benefit.

Mr. Kehoe stated that Doctor’s Associates and the Carlyle Group, among others, all signed agreements with the State because they are providing the necessary equity for the project.

Sen. McDonald asked about changes in the agreement concerning freedom of information requirements.

Paul Landino said that the changes were necessary in order to protect proprietary business interests for the various partners involved in the project.

Sen. McDonald asked if these changes would affect reporting of the revenues generated at the service plazas.

Mr. Kehoe stated that the changes were only requested concerning FOI under the negotiations. The revenues generated will be disclosed.

A motion was duly made and seconded to adjourn the meeting.

The meeting was adjourned at 3:44PM
.
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