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What is a P3?
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Public-private partnerships (P3s)

Defin ition : Contractualagreem ents betw een a public agency and prwvate
entity facilitating lncreased private sector
participation /responsibility forpublic hftastucture delvery
FHWA)

Design,
Build,
Finance, Privatization
Operate,
Maintain

Design,
Build,
Operate and
Maintain

Design,

Build,
Finance

PUBLIC SECTOR PRIVATE SECTOR

>
R isk Regponsibility Transfer

Degree ofownershjp,developm ent ntegration,
rick ransferand extentofprivate fnancng
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How are P3s different?

Public sectorretamsm ostrisks Risks shared betw een public and
Eexceptoconstruction) private sectors

Public fmancng Private fmancing Mm ostly)
Lowestbidder Bestvalue forkastnetpresentcost

Opemtionsand Mamntenance O&M) 0O&M carred outbyprvate sector;
and ongoing rehabiliation (fany) ongoing rehabiliation by private

carred outbypublicagency ©r sector;public sectorstew ardship of
underfee forprescribed services) P3
once constucted
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How are P3s different?

o

ASSET Publicownershp Transferofasset Usually no
OWNERSHIP ownershp Trrevocable transfer
ofassets
PUBLIC SECTOR Public sector Regulation Setpolicy, service
RESPONSBIITY rem als responsible levels, and rates

forprovision of
assetand services

LEVEISOF Public responsioility Authoritesdo not M echanism for
SERVIE m ake service shared service
decisions decisions
RBK/REWARD No tansfer Alltransferred Shared
CONTRACT TYPE Service contract Sak Concession
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Payment Mechanisms

= TollConcession Revenue Risk)
» Avaibbility Paym ent

= Shadow Toll
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Delivery Models

SEGMENTED
PROCUREMENT
PACKAGE
hcreased Public

Responsbiliyy

PRIVATE FINANCE

PUBLIC FINANCE

DBFOM

UserFees

INTEGRATED
PROCUREMENT
PACKAGE
hcreased Private

Responsbiliyy
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Typical Toll Concession P3 Structure

Shared Revenue T Subsity
Equity
Bonds,Loans Thvestm ents .
Propect

Sponsors

DebtService Diidends /EQF%jQ/
Providers

Fundstobuid,
Tollrevenue T maht@ainand

opemate
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Typical Availability P3 Structure

M iestone and
Avaibbilty
Paym ent .
Equity
Bonds, Loans Fivestm ents .
Propect
Sponsors
DebtServie Didends /qul]ty
Providers
Fundstobuid,
man@n,and \L
operate
Tolland O therRevenue
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Why consider a P3?
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P3 Challenges

» Iegishtive authoriy

= Resources

» OmganizationalCapacity
» Market mterest

» Perception
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Potential Concerns and Challenges

€@ How canweensure that fiiture tollrates/Aresw illbe
reasonable?

€@ How canw e ensure thatthe private sectorw illnot sacrifice
quality forprofi?

@ How canw e ensure thatthe ability ofpublic sponsors to

develop future needed trangporation m provem ent isnot
lm ied?

@ W flprivate sectorparticipation result h a oss ofcontrol?
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Key Considerations

= Benefis » Drawbacks
Costcertaty and savingsdue to: Com plexity of P3 ttansactions
* Lifecycle cost optimization H herfinancihg cost

* Optimal allocation of risk . : -
. Adm nisttatve costand tim e
e |nnovation

Schedul certainty and speed Maynotbe suiabk form any
. . progectsw ih Iin ied ricksthat
Asset/Servie quality can be delvered efficently by

ttaditonalm eans
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Alternative Approaches
to Private Sector Involvement
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