Public Private Partnerships
A Discussion
June 9th & 10th, 2016
Missouri Delegation / Denver Fly‐In
Husch Blackwell LLP

Public Private Partnership (P3)
defined:
• A long‐term contract between a public
agency and a private consortium for the
latter to design, build, finance, operate and
maintain, or some combination thereof, a
public facility pursuant to agreed
performance standards in exchange for
payments over time.

Distinguishing elements of a P3:
1. Risk Transfer
2. Life‐cycle delivery system
3. Private investment capital

P3 Revenue Alternatives:
1. Demand ‐ Risk
2. Availability payments
3. Combinations

The Growing field of Public-Private Partnerships
Some Observations
1. What is a Public Private Partnership? –
 It is a “tool” not an end in itself – a finance and production/operations
vehicle.
 Essentially a contract between a private consortium/concessionaire and a
public entity to design, build, finance, operate and maintain (or some
combination thereof) a public facility over time.
 It is a risk‐transfer arrangement between the private and public sector
regarding the production and operation/maintenance of a public facility in
an alternative risk‐reward structure.
 Normally, a P3 involves a publicly owned facility that is produced and then
operated /maintained by the private sector, in exchange for long‐term
contract that provides a return through performance‐based revenue
stream to the private consortium.
 The private consortium is usually made up of equity investor(s), lead
concessionaire (developer), design and construction entity, and an
operating entity, all experienced in the product being produced/operated.
These parties may be partners at the concession level or under contracts
with that concessionaire to produce their specific service or product. (see
overview chart)
 The consortium will also have external advisors including P3 legal counsel,
P3 financial advisor(s), accounting/audit features and related strategic
advisors.
 A P3 provides private capital & life‐cycle production benefits to the public
entity in a time of scarce resources and crumbling infrastructure.
 These P3 projects originated in Europe, Australia and Canada and, during
recent decades, migrated to the Unites States as the public sector budgets
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became strained and alternative ways to fund and build public projects
were investigated.
2. Traditionally Infrastructure focused – These P3’s were usually surface
transportation regarding highways, bridges, tunnels, ports, etc. … horizontal
infrastructure construction.
3. “Social” Infrastructure focus – More recently in the US, PPP’s have been
structured to focus and produce Hospitals, Schools, courthouses, prisons,
housing, water treatment plants, airport terminal development and other public
facilities requiring vertical construction knowledge and expertise within a P3‐like
framework.
4. The differences – who owns, who produces, who finances and who operates
the projects. Traditionally, the private contractor would perform a design‐build or
other construction contract for a public entity under a relationship where the
facility is usually publically owned, and is financed and operated by the public
entity. In the case of P3’s, the private sector actually designs, builds, finances,
operates and maintains a public‐owned facility. The transfer of these risks from
the public entity to the private sector provides the opportunity for all parties to
the private concession to earn its fees and returns in a structure that provides
performance based revenue opportunities over the long‐term operating period.
5. Public Sector Expertise – In order for the public entity who is soliciting the
private consortium to properly negotiate the best P3 delivery model, it will also
need to organize its own team and the procurement process in a manner to
properly protect its interests. Recent trends have seen the entry of “Centers of
Excellence” (COE’s) to advance and protect the public entity’s interests. These
COE’s are organized to provide expertise to the public sector in the P3 process
that levels the playing field between it and the private consortium when
procuring and negotiating the best case possible for the public sector’s interests
in the project that is subject to this P3 delivery model. These COE’s are normally
an agency of the state or a separate non‐profit specifically organized and
operating to advise or act as owner representative to the public sector.
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