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P3 Options Becoming More Available

Numerous states have enacted P3 enabling legislation; historically focused
on transportation, but most statutes apply for water projects as well.

States with Transportation PPP Enabling Legislation as of Jan. 24, 2013
Center for American (Updated from page 15 of the 2010 NCSL PPP Toolkit)

Progress estimates at
least $60 billion in
available funding for
infrastructure from
public employee and
labor pension funds.
Infrastructure assets
such as water projects
offer stable, Iong-term I 2road enabling legislation
investment returns - Limited or project-specific legislation

I:l Authorization by regulation

AND job creation. [ ] Nolegsiaton

Source: National Conference of State Legislatures 2013




The Spectrum of Infrastructure Delivery
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PPP Definitions

Public Private Partnership: Public-Private Partnership (PPP) is a contractual
arrangement between a public agency (federal, state or local) and a private sector
entity. Through this agreement, the skills and assets of each sector (public and
private) are shared in delivering a service or facility for the use of the general public.
In addition to the sharing of resources, each party shares in the risks and rewards
potential in the delivery of the service and/or facility.

National Council for Public-Private Partnerships

The “finance” is the key component from a practical perspective.

Examples of recent PPP projects or request for interest over past 18 months



How does it work?

Typical DBOF or Concession Structure

Public Sector

Project Equity Project Debt

(25-50% of total

! (50-75% of total
finance)

finance)

Owner

* Project Sponsor, <— Concession Agreement

l.e., private equity : banks
fund Water Project * Taxable bonds

« Other Investors, LLC . State infra-

 Commercial

l.e., pension funds;
* DB/O provider(s)
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(the DBOF or
concession special
purpose entity)

structure funds, i.e.,
SRFs
* Private activity

equity <—DB and/or O&M agreements | bonds

Only one core contract for Owner to manage —

with the DBOF or concession manager Source: Brent Deimer/CH2M HILL




Why Alternative Finance?

m Why should we get involved with project finance?

« Traditional finance options under pressure and alternative finance is
iIncreasingly available and cost-effective

« Our clients are looking for innovative solutions

» Helping clients solve financing challenges expands our opportunities
for program management and large capital project work

m What are the benefits to owners?
« Value for money goes beyond finance costs

« Additional benefits include risk allocation, performance guarantees,
access to technical and operational expertise, and rate structure
stability

m What projects are candidates?
» Project evaluation is key to success



Why municipal clients are looking for

alternative solutions

m Traditional funding sources— bonds, SRF loans, grants — may be limited
m Credit quality deterioration or bonding capacity limitations

m Competing budget pressures, i.e. pension, health care, and social
services costs

m Deferred investment creates more urgent need for water infrastructure
expansions or upgrades

m Prospect of rate shock from new investments

m Aging work force increases operational challenges




Conventional Financial Analysis

Conventional Analysis: Direct Capital and O&M Costs Only
(Net Present Value in Millions of $)
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The Full Value of Risk

It might at first glance seem like a no-brainer that higher financing costs
rule out the DBOF option. However, the historical evaluation process
doesn’t factor in cost risks or other risks that can add substantially to the
cost of traditional delivery.

m Cost Risk
— Capital Cost: bid climate uncertainty and change orders
— Cost of Municipal Borrowing uncertainties
— Operating Cost: opportunities for savings with private delivery models
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Design-Build and PPP Legislation In
North Carolina



S.L. 2013-401 (House Bill 857)

AN ACT AUTHORIZING PUBLIC
CONTRACTS TO UTILIZE THE
DESIGN-BUILD METHOD OR PUBLIC-
PRIVATE PARTNERSHIP
CONSTRUCTION CONTRACTS

Adds three new contracting options:
1) Design Build

2) Design-Build Bridging

3) Public Private Partnerships —

Primarily a financing Mechanism rather
than a method of construction delivery

GENERAL ASSEMELY OF NORTH CAROLINA
SESSION 2013

SESSION LAW 2013-401
HOUSE BILL 857

AN ACT AUTHORIZING PUBLIC CONTRACTS TO UTILIZE THE DESIGH-BUTLD
METHOD OF. PUELIC-PRIVATE PARTNERSHIP CONSTRUCTION CONTRACTS.

Wheseas, the legislature recognizes that there is a public need for the design
consTmcfion, Improvement, renovation and expansion uf]:ngh-g:rfnmmg public buldings
within the Swate of Morth Carolina; and

Whesess, the public need may not be, in limited sifustions, wholly satisfied by
mgmuhﬂsmumﬂmmmdﬁammmdmﬂ
renovated, or expandad: and
Whereas, many local zovermmental entities request special legislagve mithonzation
to eater imto public-private parmerships and use design-boild confraciing every legislative

SE55I0m;

Whereas, in some instances, more efficienr delivery of guality desizm amd
:mm:mhemalmdnﬂlmagmﬂnmnﬁlmmvsmmmhaemmmd
approach for the desizn and constmcton of 3 project under one comract with a single point of
responsibility; and

Whereas, the desigm-tmild integrated spproach to project delivery, based upon
qualifications and experience. in some mstances, can yield improved collsboration amomg
e fessionals, and owners throu the enfire ess and deliver a
mal S SEc s g, and ot i S

‘Whereas, cerfain governmenta] enfites within the State lack the financial resources
rpaﬂamdmlmdmkec:;um]hnlmngmmmmnpm]acﬁ that are necessary to safsfy crifical

Whereas, D with a2 devel offer = effective fnancial
mechamism ﬁrgmmamlm&ua o pmm whhcmlmndmpmm satisfy critical public nesds
that canmot otherwise be met; and

Whereas, ﬂnhgﬂaﬂn&momﬂnthgﬂuﬂpﬂbh&mhﬁw confidence in
governmentsl enfities’ processes for consTICton conTacng; and

Whereas, the legislamme realizes that open compention delivers the best value for
tapayers and public owners; and

Whezeas, u]mmmmmmmmm
procedures for the use of fimd: in government consTMOon conractng; and

Whezeas, the mmpmdmmmmmmmammmmg
statubes, regulatons, or prachces relevant to projects administersd by the Morth Carolins
Deparment of Transporatgon nor hoensing requiremenrs of desipmers or comractors; Mow,
therafore,

The Genersl Azzembly of North Caroling enacts:

SECTION 1. .5 143-64 3] reads as rewmitten:
"§ 143-64.31. Declaration of public policy.
a) It is the cy of thiz Stare and all public subdivizion: and Local
() Lmsm%mcuuﬁmﬂmmohmgmhwmm
ufmncfﬂwpenplemthe:prmr_\- wmeaﬂmqmrementsﬂ]rarﬂmacmn],

ed to mnﬂmuumhmmdmmdmmgtmemdthﬁmﬁm
the mype of professional services required withowr regsrd to other than wmit price
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S.L. 2013-401 (House Bill 857)

Whereas, many local governmental entities request special legislative authorization to enter into
public-private partnerships and use design-build contracting every legislative session; and

Whereas, certain governmental entities within the State lack the financial resources required to
undertake capital building construction projects that are necessary to satisfy critical public
needs; and

Whereas, the legislature recognizes that the general public must have confidence in
governmental entities' processes for construction contracting; and

Whereas, the legislature realizes that open competition delivers the best value for taxpayers
and public owners; and

Whereas, the legislature seeks to create transparent, fair, and equitable contracting procedures
for the use of public funds in government construction contracting; and

Whereas, the legislation proposed in this act is not intended to affect the existing statutes,
requlations, or practices relevant to projects administered by the North Carolina Department of
Transportation nor licensing requirements of designers or contractors;




S.L. 2013-401 (House Bill 857)

Public Private Partnership Contracts (143.128.1C)

= Private developer. — Any person who has entered into a development
contract with a governmental entity under this section.

= Public-private project. — A capital improvement project undertaken for the
benefit of a governmental entity and a private developer pursuant to a
development contract that includes construction of a public facility or
other improvements, including paving, grading, utilities, infrastructure,
reconstruction, or repair, and may include both public and private
facilities.

« State entity. — The State and every agency, authority, institution, board,
commission, bureau, council, department, division, officer, or employee
of the State. The term does not include a unit of local government as
defined in G.S. 159-7.



S.L. 2013-401 (House Bill 857)

Public Private Partnership Contracts (143.128.1C)

« Calls for public entity to declare in open meeting intention to enter into
a Public Private Partnership

= Requires approval of any P3 debt by Local Government Commission
or State Treasurer

= QOutlines Bond/Lien provisions

« Allows for developers to decide, based on economic and local
conditions, what construction delivery model is best used for the
proposed project.

Requires the contract terms with the private developer to be reviewed
at a public meeting and be open for public inspection.

Source: PENC



Discussion
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