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Capstone has created this white paper to assist our clients and associates to benefit from the types of

projects that have been authorized by the Infrastructure and Jobs Act (llJA) which was signed by Presi-
dent Biden on November 15, 2021.

Since the IIJA passed the Senate in July, many of our clients have been receiving contacts from general
contractors who are approved, federal contractors. Their excitement about these opportunities, after
having suffered through a difficult business environment as a result of COVID-19, faded as delays in
getting the IlJA approved by the House stretched from weeks to months. Now that it has been signed
into law, our clients and associates need to understand what spending has been approved and how
that funding may create contract opportunities for their businesses.

Unlike the last major infrastructure projects funded during the Obama Administration, the Biden Ad-
ministration has pledged that llJA funding will actually go towards much-needed infrastructure, includ-
ing roads and bridges, highways, trucking, pipelines, hazardous materials handling, broadband, mod-
ernization of public transportation, the power grid, water systems, and environmental remediation.

As you read this white paper you will see the allocation of dollars by state and by the categories listed
above. We urge our readers to avail themselves of the opportunities that the IlJA creates.

We expect funding to trickle down into contract authorizations by the end of February 2022 to the mid-
dle of March.

Capstone is hopeful that this brief summary of the IlJA will allow you to take advantage of the opportu-
nities presented to rebuild your business or expand it further.
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The approximate $1 trillion legislation is intend-

ed to address the woeful condition of existing
infrastructure and provide funding for new in-
frastructure. It appropriates $550 billion for new
spending over five years to modernize roads,
bridges, ports, airports and mass transit. This will
also increase high-speed internet access, mod-
ernize the electric grid, expand renewable ener-
gy installations, and the nation’s network of elec-
tric-vehicle charging stations.




SPENDING BY CATEGORY

+ Roads and Bridges

The llJA includes $110 billion in new spending for
roads, bridges, and other major projects. Spend-
ing of $40 billion of the total was approved for
bridge repair, replacement, and rehabilitation,
touted by lawmakers as the largest dedicated
bridge investment since the construction of the
interstate highway system in the 1980s.

According to the White House, 173,000 miles of
highways and major roads, and 45,000 bridges
are in poor condition.

An appropriation of $16 billion for major projects
that would be too large or complex for tradition-
al funding programs is also included.

+ Transportation Safety Programs

The IlJA provides funding for $11 billion for trans-
portation safety. It will direct funding to highway,
truck, pipeline, and hazardous materials safety
projects.

+ Broadband

In recognition of the country’s reliance on a dig-
ital economy, the IlJA provides $65 billion to ex-
pand broadband internet access. This need was
magnified by the COVID-19 pandemic restrictions
on business, schools, and governments, which

sparked a paradigm shift to the internet to hold
meetings, attend school and conduct business.

Itincludes $42.5 billion in capital expenditures to
fund broadband network deployment to homes
and businesses throughout the United States.

+ Public Transport

The IlJA includes $39 billion to modernize pub-
lic transit by upgrading public rail and bus fleets.
The funding would repair and upgrade current
infrastructure with the goal to make stations
more accessible to riders including the elderly
and those with disabilities.

Amtrak passenger and freight rail services will
receive $66 billion to eliminate Amtrak’s main-
tenance backlog, modernize the Northeast Cor-
ridor line, and build new rail lines around the
U.S. It includes $12 billion in grants for intercity
services, including high-speed rail to bring transit
services to new areas and communities.

Airports, waterways, and port infrastructure will
receive a total of $42 billion including $25 billion
for airports. The current problems with sup-
ply-chain disruptions are evidence of the need to
improve the nation’s freight-handling infrastruc-
ture.

Spending for electric vehicle charging stations




was reduced to $7.5 billion after objections from

senators representing fossil fuel-producing
states. However, an additional $7.5 billion was
approved for electric and low-emission buses
and electrification of ferries and other port proj-

ects.
+ Power Systems

The IlJA will fund $65 billion to rebuild the electri-
cal grid, expand renewable energy and invest in
thousands of miles of new power transmission
lines.

It will also support the development of carbon
capture technologies, and other eco-friendly en-
ergy sources such as hydrogen.

+ Water Systems

The legislation also earmarks $55 billion to up-
grade water systems, with the objective of replac-
ing all lead service pipes and lines in the country.

An additional appropriation of $8.3 billion was
approved to fund western water infrastructure,
which is stressed by ongoing drought conditions.

+ Environmental Remediation

The llJA authorizes $21 billion for environmental
remediation that addresses “legacy pollution.”
Funds are included to clean up Superfund and
brownfield sites, reclaim abandoned mine lands,
and other projects.

+ Other Categories

An appropriation of $47.2 billion was approved
to fund cybersecurity, waste management, and
protection against droughts, floods, and wild-
fires, which are increasing in frequency and se-

verity.




ALLOCATION OF FUNDS

California, Texas, and New York will receive the largest allocations from the IlJA, estimated at $44.6 bil-
lion, $35.4 billion, and $26.9 billion, respectively.

The following table shows the breakdown in allocations for the top 10 states with the largest grants.

$44.6B $25.3B $4.2B $9.5B $3.5B $2.1B
X $35.4B $26.9B $537M $3.3B $2.9B $1.8B
NY $26.9B $11.6B $1.9B $9.8B $2.6B $1B
FL $19.1B $13.1B $245M $2.6B $1.6B $1.6B
IL $17.8B $9.8B $1.4B $4B $1.7B $914M
PA $17.8B $11.3B $1.6B $2.8B $1.4B $701M
NJ $13.5B $6.8B $1.1B $4.1B $1B $508M
OH $12.8B $9.2B $483M $1.2B $1.4B $544M
GA $12.3B $8.9B $225M $1.4B $913M $900M
MI $10.8B $7.3B $563M $1B $1.3B $620M

“Other” includes allocations for electric vehicle charging stations, broadband internet, airports, climate change, and cyberattacks.
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METHODOLOGY USED

TO ALLOCATE FUNDS
TO STATES

The Federal Government usually funds major
surface infrastructure legislation through the
Department of Transportation, which issues
grants to states. The algorithm that calculates
how much money one state receives in compar-
ison to another is set by statute and can vary as
legislation changes allocation models.

There are many factors that determine a grant
amount. Some factors such as a state’s popula-
tion are straightforward and remain consistent
over time. Other elements are not straightfor-
ward. For example, in the case of public trans-
portation factors such as commuter rail lines,
miles public buses travel in a day, and other
considerations that are not common to all states
and municipalities may be used to determine
grant allocation amounts.

New York, New Jersey, and Connecticut are ex-
pected to receive $15.2 billion for public trans-
portation based on the algorithm used to calcu-
late funding. That is 24% of the total funding for
public transportation, even though these three
states have only about 10% of the U.S. popula-
tion.




METHODOLOGY STATES USETO

ALLOCATE FUNDS TO PROJECTS

In many states, transportation officials or state legislatures issue a list of their top projects to be fund-
ed and then work their way down as funds become available. They don't typically disclose in detail the
criteria used to rank projects. This “opaque” process requires local officials, community groups, and
businesses to closely follow the ranking to see which projects have been approved.

The IlJA includes two provisions designed to encourage states to use a formal and more open process
to determine which projects should be funded and provides state officials access to data sources to
help set priorities.




OPPORTUNITIES FOR CONTRACTORS

IN MANY SECTORS

The IlJA will open up opportunities for general contractors and subcontractors in many sectors to par-
ticipate in infrastructure projects. The Architecture, Engineering, and Construction (AEC) Industry is
focused on the many opportunities that the IIJA will create for contractors throughout the country.

Moody's Investors Service has estimated that the legislation could result in a 5% increase in U.S. con-
struction spending in 2022 and an additional 5.5% increase in 2023.

Due to the methodology used to allocate funds to projects, contractors should closely follow the infor-
mation sources used to track bidding opportunities. Contractors of all sizes and types should be able
to find bidding opportunities due to the size of the legislation, the large number of projects, and the
diversity of the sectors it will impact throughout the economy.

The IlJA will increase the need for working capital in the AEC Industry. Contractors will need traditional
and alternative sources of working capital financing such as invoice factoring to obtain the working
capital needed to successfully bid on new infrastructure projects.

Contractors of all sizes and types should be
able to find bidding opportunities due to the
size of the legislation.




ENVIRONMENTAL PROJECTS

The IlJA includes key projects to achieve environmental sustainability goals by boosting renewable ener-

gy, modernizing the electric grid to transmit more clean energy; developing technologies to store energy

from renewable sources; increasing the use of clean energy, and enhancing efficiency and weatherization

to conserve energy.

+ Renewable energy

Research and deployment of clean hydrogen en-
ergy technologies received the largest amount
of funding at $9.5 billion, including $8 billion to
build four clean hydrogen hubs to demonstrate
the production, processing, delivery, storage,
and end-use of clean hydrogen.

Wind, solar and geothermal energy were ear-
marked for $264 million in funding. Hydropower
projects received $763.6 million.

+ Modernize the electric grid

Clean energy is often produced in areas far from
where it is needed. It is essential that the elec-
tric grid be upgraded and extended to connect
producers of clean energy with users. Issues
surrounding interconnection, upgrades, and
cost-sharing continue to limit the growth of clean

electric energy usage.

The IlJA provides $65 billion in funding for grid
reliability and upgrades, but only $2.5 billion of
that amount is slated for new power lines.

+ Energy storage

The energy produced from renewable sources
relies on nature to provide sunlight, wind, water,
and geothermal steam. When these natural re-
sources are not available, (e.g. nighttime or wind-
less days) then energy from storage or fossil-fu-
eled plants is needed to balance demand and
supply. Sufficient and reliable energy storage
capacity is needed to maximize the availability of
renewable energy.

An appropriation of approximately $1.3 billion
was provided in the IlJA to fund energy storage
projects, including $825.7 million for mineral se-
curity initiatives.

+ Increase use of clean energy

The IlJA provides funding for a number of proj-
ects to increase usage of clean energy in trans-
portation including:

+ Expanding electric-vehicle highway charging -
$5 billion

* This may not seem like a large sum in light of
the $1 trillion in the llJA, but to date, less than
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$5 billion has been committed to electric-ve-
hicle charging infrastructure in the U.S.

+ Additional electric-vehicle charging or alter-
natives such as hydrogen-fueling infrastruc-
ture - $2.5 billion

+ Electrification and low-emission solutions for
school buses - $2.5 billion

+ Electrification of ferries and other port proj-
ects - $2.5 billion

+ Increased energy efficiency and
weatherization projects

Energy efficiency and weatherization can reduce
energy consumption by 10 - 20%. Lower energy
usage in turn reduces the amount of clean ener-
gy that needs to be produced to meet environ-
mental sustainability goals.

A number of projects have been funded to in-
crease efficiency and weatherization including:

*  Weatherization Assistance Program - $3.5 bil-
lion

* Program to enable the Building Technologies
Office of the Department of Energy to update
building energy codes - $225 million

There will be a large number of contracts involv-
ing all aspects of environmental sustainability.
The Weatherization Assistance Program fund-
ing of $3.5 billion will provide many opportuni-
ties for contractors of all sizes to participate in
an important and timely project. Homeowners
are facing large increases in home heating costs
this winter due to the steep rise in energy prices.
Contractors should closely track the sources they
use to find projects to bid on.
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BROADBAND OPPORTUNITIES

In 1934, Congress directed the Federal Communications Commission (FCC) to make nationwide and
worldwide wire and radio communication service available to all the people of the United States, but
did not appropriate funds or provide specific instructions on how to do it.

Congress finally provided funds in 2021 in the already passed Consolidated Appropriations Act of 2021
and the American Rescue Plan (ARP) Act. These Acts appropriated tens of billions of dollars to achieve
the goals of universal broadband access and affordability.

In addition, the IlJA provides another $65 billion in funding. The legislation addresses four major seg-
ments of broadband policy to achieve universal access and adoption.

+ Capital expenditures of $42.5 billion to deploy a future-proof network to nearly
every business and home in the United States.

The appropriations to the states are to fund broadband network deployments, prioritizing areas
currently lacking a network capable of offering a 25 Megabits per second (Mbps) download and 3
Mbps upload service. This is in addition to ARP’s $10 billion programs for capital projects. ARP also
made broadband capital projects eligible for expenditures as part of the $350 billion appropriations
to state and local governments.

This should be sufficient to deploy networks to connect 100% of the country. It will not, however, be
sufficient to cover the operating expense deficits for the final 2% of locations in rural areas. The FCC
will still need to provide some long-term funding in rural areas.

+ An appropriation of $14.3 billion to fund a $30 per month subsidy for low-income
Americans to purchase broadband.

The primary reason for most of the lack of connectivity in homes is attributed to low-income Amer-

icans who have problems affording an in-home service. The current FCC Lifeline program, which
only offers a $10 subsidy, is not sufficient to address the issue.
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The 1IJA appropriates $2.8 billion to improve digital literacy to increase under-
standing of how to use broadband services and encourage “participation in the
society and economy of the United States.

It has been widely recognized that digital literacy is essential to broadband adoption. There have
been numerous local efforts, but the United States has not committed the resources necessary to
ensure universal digital literacy.

The IlJA appropriation of $42.5 billion to fund the deployment of broadband networks to virtually every
home and business in the United States presents an excellent opportunity for contractors to participate
in contracts at all levels of government - state, county, city, and governmental organizations.

Contract amounts will vary in size from relatively small awards to medium and large amounts. Contract
size will depend on the location, level of government, and the degree to which the communities are
already served. The degree of fragmentation of the contracts will provide many opportunities for con-
tractors to participate in the broadband buildout. Contractors should closely monitor the sources they
use to find projects to bid on.

The contractors that can demonstrate that they have the working capital financing needed to handle
the jobs they bid on will have a leg up on the competition. This means contractors should have working
capital financing in place before the bidding and award process begins. Start the process of applying for
working capital financing now to avoid missing out on contract opportunities.

The IlJA represents a unique opportunity to participate in rebuilding, improving, and expanding the
nation’s infrastructure, including new categories for broadband internet and environmental projects.

Contractors and subcontractors will need billions of dollars of working capital to take advantage of the
opportunities. Invoice factoring can help to provide the additional working capital that will be needed.

12 CALSTONE




CONCLUSION

We hope that you are able to use this white paper as a guide to finding opportunities for your busi-
ness. Should you require financing for any of the contracts you may receive as a successful bidder,
general contractor, or subcontractor, as a result of the IlJA or from any other commercial or industrial
contract opportunity please remember that Capstone remains ready, willing, and able to assist with
labor and material financing, and working capital using your contracts, purchase orders and invoices
as collateral.
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Capstone is a private finance company that focuses on accelerating client cash flows and providing
client-specific solutions through Factoring Services, Purchase Order (PO) Financing, and Domestic and
International Trade Financing.

Capstone specializes in Single Invoice Factoring (SIF) or Spot Factoring for firms in need of immediate
cash. SIF provides flexible, no-contract invoice selling in exchange for working capital. For clients in
need of Trade Financing and PO Financing, Capstone has the ability to deliver guaranteed bank pay-
ment instruments to global manufacturers and suppliers in exchange for the promised distribution of
presold merchandise to its clients.

For more information on how Capstone can help, please contact us:
Email: info@capstonetrade.com or Call: 212-755-3636
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