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A Public- Private Partnership is a contractual e
agreement between a public agency and a 1T
private sector entity. i
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Through this agreement, the skills and assets nmm

of each sector are shared in delivering a service T

or facility for the use of the general public. o
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In addition to the sharing of resources, each (1T
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party shares in the risks and rewards potential I EEN
. : : " T
in the delivery of the service and/ or facility. nEEEn
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Public — Private Partnerships are along-term e
performance- based approach to procuring 1T
publicinfrastructure . l==
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where the private sector assumes a major 1

share of the risks in terms of financing and ===
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construction T
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and ensuring effective performance of the SaEE
infrastructure, from design and planning, to I i
long-term maintenance. T
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What Is a P3 Transaction

Under atraditional
municipal finance
approach, a public
entity will design,
construct, finance and
operate its own assets

Under various forms of
P3, the public entity
will contract with a
private party to take on
some or all of the
traditional government
roles

Enteringinto a P3
involves a shifting of
risk, responsibility and
potential benefit from
the publicto the
private parties



Service Delivery i
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Traditional Delivery Public-Private-Partnership Privatization N ] ]
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Work & Service il Lease-like Divestiture uE  EEEE

Contracts ESPC. O&M Agreements Concessions Sale, Sale-leaseback, CENER
(DBB, CMAR, PDB, DB) e (LDO, DEOM, (oBOM, 0T otc) P ¢ etc) H EEEEE
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* “Tapping Private Financing and Delivery to Modernize America’s Federal Water Resources”, E EPNEER
Harvard Kennedy School, January 2017 F EER
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Maximize the ability of public sponsorsto ===
leverage existing revenue sources. ===
More effective use of existing public funds. . l::
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Accelerate projects into construction compared EEEE
to traditional delivery methods. EEE

Transfer Risk to Private Sector ll===

Capture Private Sector Innovation anan

Qreate Competitive Tension to Drive Value T

Promote Life Grdle Eficenaes/ Performarnce 2 ERE
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eSchools, Colleges, Universities EN EEER
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eStudent Housing
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*Community and Sports Facilities N ] ]|
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eCombined Heat and Power (Co-Gen) Plants, Power Plants U EEE
eSmart Grid / Smart Grid
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Value for Money Analysis

Inputs

Defined ™

Inputs -

|
n

Derived -

Inputs

Construction Cost
Operation & Maintenance Cost
Finance Cost & Incremental Funding

Value of Construction Risk

Value of Operation & Maintenance Risk
Value of Integration Risk

Value of Accelerated Delivery

Value of Revenue Risk

Public
Sector

Cost
Comparison

B Value for money has been demonstrated when the P3 approach results in a lower overall cost than the public
sector alternative

B When the P3 approach does not demonstrate value for money, agency has a number of options:

— Proceed with public sector approach

10 — Assess P3 costs and modify agreement to mitigate main drivers of higher cost through risk sharing & scope

reduction
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