Public-Private Partnerships:
Special Contracting Requirements

Environmental Finance Public-Private Partnerships

Norma Houston
December9, 2014

m SCHOOL OF GOVERNMENT

What is a “Public-Private

Partnership?”
. P3 . Incentives
.Downtown
Development
Community Prl01ect
Development  (City only)
Reimbursement ~ Project
Agreement
. Development
Agreement v Not geographically limited
v" Not restricted to purpose
@ Pure Public v" Available to any public entity
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The Present . ..

Water Street, Downtown Wilmington
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The Future . ..
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20,000 sq. ft.
retail space

200 residential
units

it 7 625 parkin
A parking
gﬁﬂﬁ’/”‘ space deck
: Public use
space (such as
«
a park) on
parking deck
roof
Source: UNC School of Government Development Finance Initiative
Redevelopment Plan for Water Street Parking Deck (2014)
o|unge....
Development Questions
Who Is Responsible For: Who Will Receive:
Plan development and Revenues
approval Building and facilities
Permitting property interests
Construction contracting (ownership, lease,

Operation and
maintenance

Financing and debt
Liability (both during and
after construction)
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capital lease, etc.)




New Construction Methods

Authorized in 2013 Legislative Session:
Design-Build .. 143-128.1a
Design-Build Bridging a.s. 143-125.18

Public-Private Partnership (P3) 143.128.1c

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2013

SESSION LAW 2013-401
HOUSE BILL 857

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

: - Design-Build Public-Private
S oui Bridging Partnership (P3)

* One contract * Two contracts * One contract
* DB team * (1) Initial * Private
« 100% of designer for developer
design + 35% of design * Shared costs &
construction * (2) DB team responsibilities
for rest of
design +
construction
o/unNe.....




Public-Private Partnership (P3)

Flexible contracting authority
for construction, financing,
and operation of public-
private project

Development agreement
establishes roles and
responsibilities of unit and
developer

Developer selected based on
qualifications

LGC must approve capital or
operating lease

Developer must finance at
least 50% of project cost

| UNC

What is a Public-Private Project?

Capital improvement
project

Benefits both a
governmental entity and
a private developer

Contracted through a
development agreement

M| UNC

SEHDOL OF GOVERNMENT

Involves construction of
a public facility or other
improvements including:

Paving and grading
Utilities

Infrastructure
Reconstruction or repair

May include both public
and private facilities
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Public-Private Partnership Process
Written finding of critical need for the project
adopted by board at open meeting

m Determine programming needs

m Publish notice of RFQ
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Public-Private Partnership Process

Evaluate proposals; may negotiate with any
respondents

M Select best qualified developer
Negotiate terms and conditions of
development agreement

LIRSS

Public-Private Partnership Process
Publish notice of contract terms and
public hearing 30 days prior to approval

i » Conduct public hearing
Board approves contract at open meeting
i i after public hearing

m|UNC
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Selecting the Developer

Respondents must provide:
Evidence of financial stability
Experience with similar projects

Project team description

Availability

Projected project timeline

in the RFQ

| UNC

Development Agreement

MUST Include:

Property interests of unit
and developer

Development
responsibilities of unit and
developer

Financing obligations of
unit and developer
(developer responsible for
at least 50% of cost)

HUB good faith efforts
responsibilities

M| UNC
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MAY Require Developer To:
Construct (or reconstruct)
some or all of the project
Construct additions to the
projects
Perform renovations to
some or all of the project
Purchase some or all of the
equipment or materials for
the project (both initial and
subsequent)

Ensure HUB compliance




Hiring Contractors

Unit and developer may agree to use
the same contractor without
competitive bidding

If using the same contractor, development

agreement must require construction and
purchases to be “at a reasonable price”

If using design-build, statutory
contracting requirements apply

HUB good faith efforts apply to
contractor

Imagine Your Project . ..
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Development Questions

Who Is Responsible For: Who Will Receive:
“ Plan development and “ Revenues
approval “ Building and facilities
“ Permitting property interests
“ Construction contracting (ownership, lease,

- Operation and capital lease, etc.)

maintenance

“ Financing and debt

© Liability (both during and
after construction)

oG
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Coming Soon!
Available Spring 2015 through SOG bookstore

“Collaborative Construction: Public-Private
Partnerships and Downtown Development
Projects - A Contract-Drafting Guide for North
Carolina Local Governments”
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About the School Courses and Resources  Library  Master of Public Administration  Publications ’

oG

About the School  Courses and Resources  Library ~Master of Public Administration  Publications

Traini
. Community and Economic Development

Development Finance Initiative

Research and Advising jelopment
+ Neighborhood redevelopment
« Small business finance
What services are available from DFI?
nn services support Implementation of local community and economic development priorities that require private

investment. DFT can be thou qhtovasa mu sonon«ml government's planning, finance, economic and community
develo pment departments. DFI ser

« Assessment of distressed propert|
« Creation of Requests for Proposal s 1RFPs) to attract private development into underserved areas

Michael Lemanski
DFI Director
lemanski@sog.unc.edu

919.962.0942
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Christy Raulli

DFI Interim Asst. Director
raulli@sog.unc.edu
919.843.7736
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In my last two posts, | described the new design-build# and

design-bulld bridging® construction delivery methods authorized

by the General Assembly during the 2013 legislative session. This

post completes our discussion of the new delivery methods by outlining the third method JreS—
authorized in 5.L. 2013-401/H857 @ - public-private partnerships (P3). (11 Purchas o (,,,,"mm Proparty
|Transactions
What is a Public-Private Partnership? lemmon (mlnﬂs (10)
Design Services / Mini Brooks Act (5

The basic concept of the P3 legislation is to provide flexible contracting authority under which units (3] Social Services (11)
of government can partner with a private developer for the construction, operation, and financing

of a capital project. Prior to the legislation’s enactment, local governments had to seek EMAIL SUBSCRIPTIONS.
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Thank Youl!

s SCHOOL OF GOVERNMENT

Norma Houston
919.843.8930
nhouston@sog.unc.edu
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