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The Current State of Public-Private Partnerships: Does It Make
More or Less Sense in These Turbulent Financial Times?

2009 ACUHO-I Conference
Facilities Funding Thaws
2010 NACUBO Business Officer

Diverse Project Delivery is the New Reality

2010 SCUP Southeast
Public Private Partnership Panel Moderator
2012 SCUP Carolinas

State of the Off-Campus Development Market

2012 Student Housing Business Operations Exchange
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NATIONAL CONTEXT
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THE CHRONICLE

of Higher Education . July 14,2000 © §375
B LIV, Nader £F

Cities’ New Economic Engines

'I-. .ﬂ:"-

in the Rust Belt and elsewhere, universities are asked to replace
dying industries, but the expectations are often unrealistic: A18
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Market Trends

Categories Variance % Change

Total Enroliment 15,312,000 18,249,000 2,937,000 19.2%
Total Off-campus Housing 13,247,872 15,665,612 2,417,740 18.3%
Total On-campus Housing 2,064,128 2,583,388 519,260 25.2%
Total PPP Housing 35,804 110,246 74,442 207.9%

Total Off-campus Housing as % of Total Enroliment 86.5% 85.8%
Total On-campus Housing as % of Total Enrollment 13.5% 14.2%

Total PPP Housing as % of Total On-campus Housing 1.7% 4.3%

Note:

Enrolment data provided by the U.S. Department of Education and the National Center for Educational Statistics.
On-campus housing data provided by the U.S. Census Bureau and the National Center for Educational Statistics.
PPP housing data provided by George K. Baum and Company.

On-campus data includes off-campus properties that are afiliated with the institution (i.e. public-private partnerships).

» Of the 4,300 plus higher education institutions, 2,252 offer on-campus housing
» On campus housing grew 25.2% from 2000-2007, exceeding total enrollment growth
» Total on-campus housing as a percentage of total enrollment grew from 13.5% to 14.2%
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Market Trends

Who will own and operate the new residence halls being planned?
University owns and operates

Private developer owns and operates

Private developer owns, university operates

University foundation owns and operates........... |

University foundation owns, university operates.. }§ 6%

IR Bnonnisisnsod i Bm1i1%

Abramson, Paul.“Living on Campus ” 2012 College Housing Report. June 2012 www.webCPM.com.
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National PPP Legislation

[ PPP-enabling Legislation

AASHTO http://www.transportation-finance.org/tools/state_by_state/ppp.aspx
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PPP Legislation by State

Legislation Is necessary to enable PPPs because they typically require
1r§ﬁaa¢:ting a structured finance deal

Figure 1 Koy leatures of PPP-snabling legislation by stale
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An Examination of Public Private Partnerships (Johns Hopkins University)
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PPP Partnership Scenarios

Table12 The range of options for public-private partnerships in infrastructure

Type of partnership

Features

Traditonal design
and build

Operations and
maintenance

Turnkey operation

Lease-purchase

Lease or own-

develop-operate

Build-operate-transfer

Build-own-operate

The government contracts with & private partner to design and build
a facility to specific requirements.

The government contracts with a private partner to operate a
publicly owned facility.

The government prowides financing, the private partner designs,

constructs, and operates facility for a specified time period, while
the public partner retains ownership of facility.

The private partner leases a facility to the government for a
specified time penod, after which ownership is vested wath
government

The private partner leases or buys a facility from the government
and develops and operates the facility under contract to the
government for a specified time period.

The private partner obtains an exclusive contract to finance, build,
operate, maintain, manage, and collect user fees for a facility for

a fixed panod to amortze its investment, and at the end of the
franchise, the title reverts to the government.

The government either transfers ownership ang resoonsiiiity for an
existing facility or contracts with a privaie paitiei to builg, owi, and
operate new facility in perpetuity.

The Role of Public Private Partnerships in Education, The World Bank
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Risk Reallocation in a PPP

Figure 3. Risk Reallocation in P3s

POTENTIAL RISK

Typical Private Sector Risk Shitted to
Responsibility Private Sector in PPP

Major environmental risks

sage rates, travel, and revenue

rom unkno

survey data
Geotechmical and so1l conditions
Ditfering site conditions

Delays from legal action against the project

Changes in zoning, laws or rules that may affect the project
Delays by the grantor and/or other agencies

Insurance coverage

Up-front cost gn and develop pro

Long-term liability éxposure for maintenance, structures
Long-term liability exposure to litiga

High and unusual liquidated damages

Extraordinary guarantees

st, and Ume to procure (need the public entity’s right of eminent domamn)

Ma :f'::.l-_

Not Likely

Likely
Likely
ikely
Mayba
Likely

Likely

Source: “Focus on Insurance: New Alignments, New Risks.” www construction.com. From the Association of General

Contractors Constructor Magazine, May-June 2009
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PPP Structure Diagram

Diagram 1: Basic Structure

Public Sector

Government consultant
(eg legal, financial and

{may be the general public. or
the government or a private
business)

A Legal Perspective of Public Private Partnerships (UN ESCAP)
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PPP Structure Diagram

DEVELOPMENT
TEAM
Architects, Engineers,
Consultants

T T

Due
- Plan
Diligence

Plan THE it
s DEVELOPER

PUBLIC
Regulators, politicians,
neighbors

Promote Entrepreneur, risk manager, Create
Negotiate team builder Provide

Borrow
Promote
Invest

1 1

CAPITAL
MARKETS .
Tenants, owner-

Debt, equity, joint occupants, public
ventures '

“Real Estate Development: Principles and Process”
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Development Structure Management

Memorandum of Understanding Interim Services Agreement Development and Construction Ground Lease
(Mou) (15A) Management Services Agreement

HU CA HU cA HU CA

City has altemnate interpretation of
FAR, setbacks, parking

lconstruction rates go up

CBE subcontraciors are busy

Juniversity bond rating changes

USGBC changes LEED rating
svstem

interes! rales go up

jenroliment increases/decreases

Jnrst year student gender distribution

changes
unforeseen conditions (ex. haz mat,
groundwater)

pubdlic ullities capacity is insutficient

are parties putting in?
planning

lime,

[schematic design reimburse CA pay up front
studies (topo, geotech, haz mat, time,

|:j|mc. air quality, &ic.) reimburse CA pay up front
Tirrne,

il design remburse CA pay up front
lime;

permits reimburse CA pay up front

[rimenne

ICAR SIS

Oct 2010 - March 2011 April 2011 - May 2012 June 2012 - July 2013 August 2013 - lease temm
& months planning 14 months design. permitting. 14 monihs construction
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Development Structure Management

mm—l — —l Ground Lease UR— ] Bavnpe r Term
Deveioper L
[ wo% % iy 3% )
=L 43000 100% 1% FLN LE LY
Itusent Housing 0 100% 0% FL LE LY
Mpret Lt Housng B0 i 100% [ .1 N 23N
Mt B 100% 0% FL L LY

Total Capais! Commatment Seif Deveicp Total Anmasl Debt Jemace Senf Deveiop

Mty $11.330.000 Retmi STHA.000
Student Houzing £13.020.000 Ofice 330,000
Office STEB0.000 J Sh0ent Houling 51,000,000
Riariet Rate Mouting 531,240,000 Riariet Rats Houting 53,130,000
otai 517.590.000 Mo 51.210.000
Teas! (wvTn motel) SR TR0 D00 Teaw (weah motel) £3,700,000
Tetw [wrinat Hotel] SE.280. 000 Tetsd (wrinaut Motel] 4, &80 000

Tl (lh el

B Total [e®hout Holal]
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Strategic Planning

Primary Market Research & Analysis
Financial Analysis

Programming

Economic Impact Analysis

Residual Land Value Analysis

Land Use Planning

Development & Operating Structure Analysis

Ownership

¢
4
¢
\ 4
\ 4
¢
\ 4
4

Funding
Phasing

Community
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Development Structures

SELF DEVELOPER

[ ABC University ]

ABC University p—— Project Financin
Development, LLC : i

) (=) (=] (=]

% Capital Commitment
% Proceeds
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Development Structures

MASTER DEVELOPER

[ ABC University }

ABC University ——__| Pre-Development
Development, LLC Financing

Retail Housing Hotel Office
(developer) (developer) (developer) (developer)

% Capital Commitment
% Proceeds
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Development Structures
MASTER DEVELOPER PARTNERSHIP

[ ABC University (equity) ] [ Developer (equity) ]

Development Project Financin
= i i
Partnership, LLC / g

Developer
(manager)

Retail Housing Hotel Office
(developer) (developer) (developer) (developer)

% Capital Commitment
% Proceeds
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Development Structures

COMPREHENSIVE DEVELOPMENT PARTNER

[ ABC University }

Developer

Contract Proceeds

Project Financing

[ (equity & manager)

Retail Housing Hotel Office
(developer) (developer) (developer) (developer)

% Capital Commitment
% Proceeds
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Development Area
Study Area 36 Acres
Primary Area 29 Acres

Effective Area 11 Acres

Effective Area Ownership

Bucknell 1.7 Acres

535 Inc / Gardner 2.3 Acres
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Phase IA

Bookstore $10M to $12M
Inn and Business Center $20M to $23M
Parking Structures $12M to $15M
Administrative Offices $8M to $10M

Phase |A Subtotal: $50M to $60M
Phase IB

New Student Apartments $25M to $30M
Regional Arts Center $10M to $13M
Workforce Housing Program  $1M to $2M
Theater Rehabilitation $4M to $6M

Phase | Total: $90M to $111M
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Neighborhood Real Estate Product Drivers

Typical Collegetown
Dirivers

T
Hrw

Community Market Campus Market

For-Sale Housing

Rental Housing

Retail

1 : Estimated Lewisburg
Conference Space | Drivers

Hotel

Office Space
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ZONEA
27,400 SF

BLDG A-1

BLDG NET AREA (SF)

HOUSING UNITS

housing

0

0

retail

2,000

office (2-4 FL)

45,000

office (1FL)

13,000

TOTAL

60,000

ZONEB
124,700
SF

BLDG B-1

BLDG NET AREA (SF)

BED UNITS

Student housing

128,680

415

retail

0

office

0

TOTAL

128,680

415

ZONEC
316,200
SF

BLDG C-1

BLDG NET AREA (SF)

BED UNITS

Student housing

135,480

339

retail

0

office

0

TOTAL

135,480

339

ZONE D1
157,900
SF

BLDG D-1

BLDG NET AREA (SF)

BED UNITS

Student housing

128,800

286

retail

0

office

0

TOTAL

128,800

286

ZONE D2
163,600
SF

BLDG D-2

BLDG NET AREA (SF)

BED UNITS

Student housing

111,200

247

retail

0

office

0

TOTAL

111,200
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ZONEE
210,500
SF

BLDG E-1

BLDG NET AREA (SF)

BED UNITS

Student housing

43,800

97

retail

21,100

office

0

TOTAL

64,900

97

BLDG E-2

BLDG NET AREA (SF)

BED UNITS

Student housing

41,100

91

retail

21,300

office

0

TOTAL

62,400

91

BLDG E-3

BLDG NET AREA (SF)

HOUSING UNIT

Market housing

83,100

69

retail

37,000

office

0

TOTAL

120,100

69

BLDG E-4

BLDG NET AREA (SF)

HOUSING UNIT

Market housing(2-3FL)

16,000

10

Market housing(1FL)

8,000

10

retail

0

office

0

STRUCTURE PARKING

135,000

TOTAL

24,000

MARKET HOUSING UNITS

STUDENT BED UNITS
TOTAL RETAIL
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ZONE F

(surface

parking)

188,200
SF

SURFACE PARKING

BLDG NET AREA (SF)

HOUSING UNIT

housing

0

retail

0

office

0

SURFACE PARKING

157,000

TOTAL

157,000

ZONE F
(full build
out)
188,200
SF

BLDG F-1

BLDG NET AREA (SF)

BED UNITS

Student housing

51,000

retail

24,200

office

0

SURFACE PARKING

0

STRUCTURE PARKING

180,000

TOTAL

255,200

BLDG F-2

BLDG NET AREA (SF)

BED UNITS

Student housing

41,400

92

retail

13,800

office

0

TOTAL

55,200

BLDG F-3

BLDG NET AREA (SF)

BED UNITS

housing

0

retail

16,000

office

48,000

TOTAL

64,000

TONE
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