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Infrastructure Spending Update: Progress
Continues as Companies Look to 2023

The $550 billion in new spending that the Infrastructure Investment and Jobs Act (IIJA) directs toward

traditional and next-generation infrastructure represents one of the most prodigious infrastructure

investments in U.S. history.! In the first year since passage in November 2021, dispersal of federal grants
Alec Lucas to the state level was on schedule, with investments translating into progress on projects and even
contract wins for engineering and construction firms. Although IIJA funding is already having an impact,
many firms contend that the projects announced in 2022 are only a fraction of what is to come. In looking
to 2023, we believe that the IIJA’s continued rollout, combined with other recent legislation, may provide

Thematic . Lo . .
more substantial tailwinds across the U.S. infrastructure value chain.

Key Takeaways

'OI = Over $185 billion in 1IJA funding is now available at the state level and more than 10,000 projects

can be connected to these investments.?
Related ETFs

=  Many lIJA-related projects are in the planning stage, but some preexisting or time-sensitive
projects moved forward thanks to federal spending.

PAVE — Global X U S = Management teams for companies throughout the U.S. infrastructure value chain offer guidance
Infrastructure Deve{op'mem ETF that more material benefits from the IIJA, the CHIPs Act, and the Inflation Reduction Act (IRA)
could begin to materialize in 2023.

States Welcome Billions of Dollars and Thousands of Planned Projects

According to White House data, the three states receiving the greatest share of the $185 billion of
announced IIJA funding thus far, California, Texas, and Florida, account for as many as 1,400 projects.® It
is important to note that the project tally provided by the White House does not represent projects that are
prepared to begin construction, often referred to as “shovel ready” projects. Most identified projects remair
in their planning stages, with several logistical steps remaining before building or renovation can begin.
Regardless, these projects are likely to indicate where 11JA-funded construction could eventually occur.
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ANNOUNCED INFRASTRUCTURE INVESTMENT AND JOBS ACT
FUNDING BY STATE ($,BILLIONS)

Source: Data to Decisions (D2D). (2022, October 25). Bipartisan Infrastructure Law (BIL) maps dashboard.
General Services Administration.
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Note: As of October 25, 2022.

I1JA funds flowed quickly to established programs or those dictated by formula. Formula grants are
automatically distributed to the state level by statute, making them easier to implement than discretionary
funding, which is awarded through a competitive process.

An example is the $2.89 billion made available for airport improvement projects for fiscal years 2022 and
2023.#4 Funding made its way to these projects because it was delivered through the preexisting Airport
Improvement Grant program, which the Federal Aviation Administration oversees. The formula grant is
one of the reasons why over 30% of the projects identified by the White House thus far are airport
development initiatives.> Similarly, an outsized portion of the resources available are for road and bridge
projects because 97% of the funds announced so far for these initiatives are distributed via formula
grants.®

Ultimately, we expect the currently announced funding and projects to represent a small subset of the
benefits that the [IJA could unlock. Over the next several years of [IJA implementation, a larger share of
funding could target areas such as passenger and freight rail, grid improvement, digital infrastructure,
resiliency, and clean water.
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ANNOUNCED INFRASTRUCTURE INVESTMENT AND JOBS ACT

FUNDING BY SPENDING AREA (%)
Source: Data to Decisions (D2D). (2022, October 25). BIL_Map_Data_CAOOCT2022 [Data set].
General Services Administration.
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Note: As of October 25, 2022.

[IJA-Funded Projects Are Moving Forward

Propelled by the IIJA, several high-profile projects advanced to their next stages on schedule, many of
which were planned or already under construction before the bill's passage. The graphic below highlights
several of these projects. Overall construction starts on new major projects are expected to accelerate
later in the decade.
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INFRASTRUCTURE INVESTMENT AND JOBS ACT PROJECT HIGHLIGHTS

Denver International Airport
Expansion (CO): Construction
of a new seventh runway at the
Denver International Airport

that could cost $1.2B

Houston Ship Channel
Project 11 (TX): $1B project to
widen and deepen a segment

of the Houston Ship Channel

due to increasing volumes

Penn Station Access (NY):

Project Description IIJA Funding Companies Involved*

$59M allocated to
Denver International
Airport projects in FY
2022

$142M provided by the
Army Corps of
Engineers to keep
project on schedule

Connection of Metro-North $500M tapped from
Railroad to Penn Station in Amtrak’s federal
Manhattan that is expected to funding

cost $2.9B

Jacobs Solutions
(Design Consulting)
AECOM

(Project Management)

AECOM - Gahagan & Bryant
Associates

(Planning)

Great Lakes Dredge & Dock
Corp

(Dredging)

Jacobs Solutions
(Prime Designer)

Halmar International
(Design Builder)

Project Timeline

Design contract awarded, currently undergoing environmental review

Construction start

Project delivery

Denver I I
International Airport 7~ e Y
Expansion (CO): O C N 7
2022 2024 2028
Dredging contract awarded Next Project Stage

Construction start
Houston Ship Channel T I

Project delivery

Project 11 (TX): o_o O o
2021 2022 2025 TBD

Design -build contract awarded

Construction start Project delivery

2021 2022 2027

Source: Federal Aviation Administration (FAA). (n.d.). Bipartisan infrastructure law- Airport infrastructure.

U.S. Department of Transportation. Fitch Solutions. (n.d.). Infrastructure Key Projects Data. Accessed September
15, 2022 from Leggate, J. (2022, June 3). Transportation infrastructure: Work begins on $1B Houston ship channel
expansion. Engineering News-Record (ENR). McGeehan, P. (2021, December 13). Deals reached on $14 billion
airport and rail projects in New York city. The New York Times. Murray, J. (2021, September 27). DIA inks $84 million
in contracts to start major planning for 7th runway: Construction is still years away, but project would result in one
of largest U.S. airfields. The Denver Post.

Note: *List of companies involved is not exhaustive.
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In some cases, the infrastructure bill is directly responsible for the replacement of critical transportation
infrastructure. A notable example is the Fern Hollow Bridge in Pittsburgh, which made headlines when it
collapsed in January 2022. Officials from the Pennsylvania Department of Transportation were able to
secure $23.3 million in 11JA funding to expedite restoration efforts, allowing the bridge to reopen to traffic ir
December 2022.7 The Biden Administration estimated that without the IIJA, the project could have taken
2-5 years to secure funding and complete construction.® The Fern Hollow Bridge is far from the only major
transportation asset that is receiving l1IJA-funded upgrades. To date, [IJA funding has been involved in
launching over 2,800 bridge repair and replacement projects across the country, according to the White
House.®

TOP 10 TRANSPORTATION PROJECTS BY AMOUNT OF FORMULA FUNDING
ALLOCATED BY I1JA ($, MILLIONS)

Source: American Road & Transportation Builders Association. (2022). Tracking Infrastructure Investment
& Jobs Act highway and bridge resources. Highway Dashboard.

Texas - Expanding Loop 1604 on 1-10 in San Antonio
Texas - 635 East Project in Dallas
Arizona - Roadway Widening on I-17 Split

Texas - 1-35 Widening in Travis County

New York - Van Wyck Expressway Capacity & Access Improvements
to and from JFK International Airport

California - Expanding Lanes Along Route 5 in Los Angeles County
Florida - 1-4 Interchange Improvement outside Orlando

Ohio - I-70/71 Downtown Ramp Up Project in Columbus

California - Rehabilitation of Pomona Freeway between the
Long Beach and San Gabriel River Freeways

California - Route 46 Corridor Improvement Project in San Luis Obispo
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Note: As of September 30, 2022.

In the first year of the 11JA rollout, there were fewer project updates for next generation spending areas
such as grid improvements and digital infrastructure. This is partially because funding for these initiatives
will be delivered primarily through competitive grants or by programs that originated with the bill.

A notable exception to this idea is the National Electric Vehicle Infrastructure (NEVI) Formula Program,
which has been a bright spot for I1JA mobilization. The bill directs $5 billion in formula funding over five
years to build out a national network of electric vehicle (EV) chargers as part of the Biden Administration’s
goal of 500,000 charging stations by 2030.%°

State governments appear eager to secure this funding, based on how proactive local officials were in
submitting their vehicle charging station plans. Every state had their plans approved by the August 2022
deadline, with as many as 35 plans approved ahead of time.!! As a result, all states are now eligible to tap
into EV charging grants, creating opportunities for infrastructure companies. For example, the Arizona
Department of Transportation contracted engineering and construction firm AECOM to plan statewide
deployment of EV charging infrastructure and for project management services.*?

Infrastructure Companies Look to 2023 for More Tangible Legislative Benefits
Engineering and construction firms are already engaged in 11JA-funded projects, but these companies

have bigger aspirations for 2023. Guidance from management teams throughout the U.S. infrastructure
value chain suggests benefits from the bill have yet to begin in earnest.
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Jacobs Solutions (Construction and Engineering):'2 During a Q4 2022 conference, management
suggested that “llJA’s money is starting to come into play,” with the expectation that more relevant
spending is likely in the second half of 2023.

United Rentals (Equipment):'* On their Q2 2022 earnings call, management said that they expect to
“start seeing a benefit in 2023 and beyond” from the infrastructure bill.

Deere & Company (Equipment):®> On their Q4 2022 earnings call, investor relations (IR) said that they
are “definitely seeing higher levels of demand in North America” that is attributable to [IJA spending. The
IR team also said that the company is “just now starting to see benefit from infrastructure going into 2023.”

Insteel Industries (Materials):*® On their Q4 2022 earnings call, management said “the market is yet to
layer in any meaningful funding from the Infrastructure Investment and Jobs Act, which should begin to
materialize over the next 12 months.” Also, management suggested that the IIJA “materially enhanced”
the 2023 outlook for their steel wire reinforcing.

Nucor (Materials):1” During their Q4 2022 investor day presentation, management reported estimates
that spending from the infrastructure bill could increase demand for steel products by 3-5 million tons
annually.

Union Pacific (Industrial Transportation):1® On their Q3 2022 earnings call, management said that they
anticipate a “positive impact to [the Company’s] construction business associated with the infrastructure
bill,” in 2023.

Management teams also highlight the potential impact of the IRA and CHIPS Act. Passed in August 2022,
these packages promote U.S. competitiveness in several key technologies such as semiconductors,
renewable energy, batteries, and EVs. For example, management for Sempra Energy, an energy service
provider and infrastructure developer, suggested during their Q3 2022 earnings call that the IRA’s
emphasis on electrifying the grid could act as a “major driver” of demand for transmission and distribution
infrastructure.® Similarly during a December 2022 conference, management for temperature control
equipment manufacturer, Trane Technologies, discussed how IRA incentives could enhance the
attractiveness of energy efficiency measures, such as the Company’s heat pump offerings.?° In our view,
the Inflation Reduction Act could also provide a major boost for renewable energy and cleantech. Further,
reshoring supply chains would require construction of manufacturing capacity, which could catalyze
demand for the goods and services offered by companies in the U.S. infrastructure development space.

Conclusion: lIIJA Spending Off to a Good Start, More to Come

IIJA implementation is only beginning, but early results are encouraging for participants in the U.S.
infrastructure space. This package is not intended as instantaneous stimulus, rather it is a long-term
investment that is likely to play out over more than a decade. As such, continued IIJA rollout and
execution on other recent legislation could generate even more meaningful benefits for the U.S.
Infrastructure theme in 2023.
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