Public Private Partnerships: Lessons Learned
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AGENDA  


Meeting Objective: To share lessons learned from Paul Barthel regarding Public-Private Partnerships, including experiences, best practices, and considerations for those considering P3s. 

Meeting recording and transcript: https://video.wixstatic.com/video/36582a_1c4f42a31b5d461a85fa312f75d1b31d/1080p/mp4/file.mp4. 

1. Welcome and Introductions- Michael Mucha
a. 

2. Overview of Fargo-Moorhead Metropolitan Area Flood Risk Management Project
a. Very unique situation that leads to record flooding, leading to 10 of the top floods of the area in the last 30 years, 50 top in last 70 years!
b. Core of Engineers solution: 25 mile long levy, 3 gate structures on 3 different rivers in the open position all the time other than during operations (when they close and limit the amount of water that goes through town). 
c. Stakeholders went in search of alternative funding and financing, looking to get project built sooner rather than later. This led them to explore P3 partnerships
d. The public private partnership is a split delivery, 30-mile drainage ditch. Couldn’t fully pull responsibility away from the Army Corp based on their river requirements but basically took a large section that they had divided up originally into 22 different reaches/pieces (which also meant 22 different contracts). 
e. Reasons Paul’s team moved toward P3: 
i. Seeking longer term benefits
ii. Ultimately chose Red Valley River Alliance as partnership
iii. Part of their P3 is paying them back over a 30 year term- essentially a mortgage or a construction loan
iv. Lessons Learned: Within certain boundaries, they said they want it to perform. They have the freedom to optimize cost savings where they felt it was best. 
v. Construction engineer worked to alleviate cost and employ new technology. Was also on site and working, held constructability review, within their own team
vi. Reduce federal funding, and placed more of the money back in the federal sponsors hands.
3. 
a. Allows multi-generational payback for large projects
b. Uses multiple, long-term alternative financing
c. Promotes design and delivery innovation
d. Provides cost certainty
e. Assigns risk to the party most able to manage the risk- huge benefit
f. Provides performance guarantees and long-term warranties
g. Best option to secure Federal appropriations
h. Shortens schedule- in this project, took a whole 10 years off the program!
i. Covers capital and routine maintenance
j. Covers all constructed assets, land management, vegetation management, incident management, asset and inventory management, and hand-back provisions

4. P3 Lessons Learned
a. Start Early- start thinking about this from a more holistic mindset. How can we get this done? 
b. Develop long term champions- who is going to help work this through? 
c. P3 has become a buzz word, so there are a lot of people who have attached themselves to the P3 market that may not have experience doing P3s. Hire consultants, etc. who HAVE EXPERIENCE doing P3s so that they are able to take a totally different perspective on it. 
d. What we’ve learned: it’s not a cookbook. Each P3 has to be crafted to the project they are working on
e. Be flexible: may not always go the way you think or the way you think it should happen
f. Lessons Learned in Funding
i. Engage Bond counsel early, and make sure they are familiar with P3
ii. Review different federal and state programs, and reach out to them for help and questions
iii. Keep legislators informed
iv. Have a consolidated plan of finance and funding
v. Have a good solid project cost estimate, and watch for aligned messaging!
5. P3 Best Practices
a. Engage resource agencies early on potential issues
b. Identify a viable model early in the process
c. Identify goals and restraints
d. Engage local consultants
e. Involve experienced parties; retain and hire the required expertise
f. Ensure everyone understands the P3 model you choose! 
6. Q and A
a. Michael’s 3 takeaways: 
i. Performance Spec: What you want to do instead of how you want it built
ii. The closer you are to a decision, the better a decision you will make. Be close to the work and the impact
iii. Assign risk to the party most able to manage the risk
b. Questions: 
i. What if it doesn’t perform? 
1. It is on the developer for performance, so they can reconstruct, rebuild, etc. Depending on how the lack of specifications for performance is found
2. That’s also why finding the performance specs are so critical. They could build it correctly and it still not perform
ii. What scale of projects do you recommend for P3? 
1. 20 million is about the bottom of what the project should be, doesn’t necessarily have to be a wildly massive project, especially if you are working with people getting a sense of what P3 is
