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DIFFERENT MODELS AND BEST PRACTICES FOR P3 PROJECTS

Project: Cal State Channel Islands 32 acre Faculty-Staff Housing

Presenter
Presentation Notes
Facilitator to introduce our teamDeborah to introduce our ‘conversation’ and reference recent SCUP Planning Journal articleSCUP Journal Article June 2017, by Hanbury: P4: The Role of Planning in Successful Public-Private Partnerships (P3s) Adding That Critical P to Your Process



LEARNING OUTCOMES

P3 Opportunities 
and challenges

1
Ensure holistic  
programming & 
long-term flexibility

2
Leverage revenue-
based projects to 
include academic 
space 

3
Stakeholder 
engagement and 
involvement

4

2

Presenter
Presentation Notes
FAST



P3 AND UNIVERSITIES

“There is no such thing as ‘one-size-fits-all’ 
when it comes to creating successful 
public-private-partnerships.  P3 demands 
effective collaboration among public 
owners, designers, builders and private 
financiers to be successful.” 

DBIA Executive Director/CEO Lisa 
Worthington
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Presenter
Presentation Notes
DEBORAH-Many of you have been to several P3 “101” sessions, we have a slightly different focus…..We are going to focus primarily on WHY and a little on HOW?WHY are you considering a P3 project? And how does that influence HOW you structure the project?COLIN-The quote above can be amplified: successful P3 does not just demand effective collaboration, it requires campus personnel to educate themselves on private development. 



Access private funds:

• dwindling public funding 

• reduced campus/system debt capacity

Share risks:
• maximize partnership opportunities

Leverage developer expertise:
• finance

• design/construction

• facility operations

WHY P3?
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Project: Cal State Northridge Hotel

Presenter
Presentation Notes
JEFF (Colin chime in)Dramatic capital funding changes in the CSU since the last General Obligation Bond in 2006 and the 14/15 debt shift from the state. Developers generally diversify their risk among investors. They are far better at assessing market conditions, demand, etc. Campus can bring key entitlement expertise, and we know our constituents well. If the financial and functional parts of the deal are well crafted to leverage interdependence, the long-term success of the agreement is better served. Operations is a key consideration; public institutions that receive state funding are a) not as efficient because we are not “for profits” b) generally much heavier on our labor burden c) subject to state funding cycles. 



ALTERNATIVE DELIVERY

REASONS FOR A UNIVERSITY TO DO 
ALTERNATIVE DELIVERY

 Limited debt capacity or an inability to finance 
 Avoiding cumbersome procurement structures
 Faster delivery (Time = Money)
 Ability to consider a range of construction 

standards
 Development expertise
 Land assemblage
 Management and operating expertise
 Financial return (ground lease revenue, net cash 

flow participation)
 Risk transfer (initial costs, budget, financing and 

schedule)

REASONS FOR A UNIVERSITY 
NOTTO DO ALTERNATIVE 

DELIVERY

 Cheaper Cost of Capital
 Better access to the capital markets
 Additional Project Costs
 Concerned about Control
 In House Development Expertise
 In House Management Expertise
 University Owns the Land
 Few University/State Construction 

Standards
 No Procurement Concerns
 Impact on Existing Housing Operation
 Off Balance Sheet, but still on credit



HOW DOES P3 WORK?

P3 Development
(30-99 year association)

Architect

Contractor

Developer

OWNER

Capital Projects
(4-6 year association)

Architect Contractor

OWNER
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Presenter
Presentation Notes
FAST…DEBORAHAlthough P3 is often used in place of traditional Capital Delivery, THIS IS A DIFFERENT ANIMAL, and this difference is often hard for stakeholders to grasp…Build it ourselves:  Traditional capital projects – University as Developer…generally a 4 to 6 year association with an architect and a contractorP3: Public Private Partnership (P3) – Transfer of Risk & Control…generally a 3- to 60 year association with a developer and operator. The University contracts with the Developer, and the Developer holds Architect’s and Contractor’s contractCOLIN-This is not a Capital project, It is a Real Estate transaction…and that is why senior campus leaders are involved



ALTERNATIVE DELIVERY / P3

 NCPPP identifies 18 different legal 
and financial P3 structures based 
on who owns, finances, designs, 
builds, operates, and maintains the 
project

 Few centers of excellence

 No centralized governing body

 Shortage of technical and financial 
expertise

DEFINING P3

The concept of 
alternative delivery… 
public-private 
partnerships in higher 
education, though 
increasingly common, is 
still ambiguous. 

Presenter
Presentation Notes
FAST…DEBORAHAlthough P3 is often used in place of traditional Capital Delivery, THIS IS A DIFFERENT ANIMAL, and this difference is often hard for stakeholders to grasp…Build it ourselves:  Traditional capital projects – University as Developer…generally a 4 to 6 year association with an architect and a contractorP3: Public Private Partnership (P3) – Transfer of Risk & Control…generally a 3- to 60 year association with a developer and operator. The University contracts with the Developer, and the Developer holds Architect’s and Contractor’s contractCOLIN-This is not a Capital project, It is a Real Estate transaction…and that is why senior campus leaders are involved



• Student housing 

• Faculty/staff housing

• Hotel/conferencing

• Mixed use

• Recreation fields & facilities 

• Medical office building/student 
health

• Monetizing existing resources 

6

POTENTIAL  P3 CANDIDATES

Project:   San Francisco State Mixed Use
Student Housing and Retail

Presenter
Presentation Notes
JEFFStudent Housing can be on or off campusNon-revenue generating spaces such as classrooms and academic uses must be offset by revenue generating development, and there is often a disconnect between the wish list and the available revenue to support these spaces. 



P3 OPPORTUNITIES

value land value & building assetsUnlock

developer’s resources, market & 
operational efficienciesLeverage

facility needs while limiting financial and 
operational riskAchieve

quality and renewal over the life of the 
facilityEnsure
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Project: Cal State LA, Professional Soccer Training Facility 

Presenter
Presentation Notes
COLIN- #2 LEVERAGEHOTEL: access to equity partners, experience in developing/operating hotels associated with campuses, partnerships with operators and flags, marketing expertise. Campus can structure financial deal to share in results of partner’s economic efficiency.Campuses should learn the market they are pursuing so that they can prepare an attractive solution that allows proposers to differentiate themselves. Reach out to developers, operators, brands (hotel). This helps educate and assists in marketing the opportunity ACHIEVE #3. Protect campus operating budget in the event of poor performance at any point in the life of the project. We are subject to the politics of state budgets, which can make the future unclear- what if there’s a funding cut?? (rising pension and health burdens shifted to campus as of 2014/15)



P3 CHALLENGES

1. Less campus control

2. Long range strategic view of 
academic programs and land use

3. Best suited to revenue producing 
projects

4. Outside legal and advisory 
support essential

5. More work upfront to get the 
deal right

6. Ongoing management throughout  
life of project
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Project: Cal State Northridge Hotel and Restaurant

Presenter
Presentation Notes
JEFF- (just hit a couple of these)3. Revenue producing projects significantly reduce campus financial risk by leveraging private sector efficiency. Also shifts maintenance and renewal responsibility to developer. Campus contributes a captive market (housing, hotel , food service). Non-revenue producing space (or risky revenue space) is best suited as a negotiated subset of a solid revenue producing project.4. Real estate advisory consultant and outside counsel are essential. Suggest substantial detail in the LOI to streamline ground lease negotiation and ensure success. Build in down the road provisions to allow successors to evolve/adapt to changing conditions (extensions, market value reset, capital event participations, academic connections & internships)COLIN-2. Long range (strategic) view5. More upfront work required to get deal right



TEAM ROLES & RESPONSIBILITIES  

Campus Admin & Finance/Cabinet
Real Estate 
Design & Construction
System Office
Campus Consultants

Real Estate Advisor
Attorneys

Developer Architects
Environmental
General Contractor
Operations
Finance (can shift depending on structure)

Government 
Agencies

Entitlements

Tenants 9

Presenter
Presentation Notes
COLIN-Project must be attractive to all the players, a WIN-WIN for everyone, what do the partners need to be successful, what can the University expect to get WHILE making this an attractive project to the developer and partnersWhat would a hotel/developer and operator need?  What are they willing to give? A: Key issue for the developer is achieving a solid pro forma that is attractive to equity partners and financers. Risk must be balanced against return offered to partners. Resort example. THE SMARTEST THING A CAMPUS CAN DO IS BUILD IN TRUE PARTNERSHIP INCENTIVES (ECONOMIC & OTHERWISE) THROUGH THE LIFE OF THE CONRTRACTJEFF-Please chime in…DEBORAH- (and tie-in to next slide)Developer manages the architects, contractors etc…these roles, any aspects of planning or design that campus wants to influence must be established BEFORE the RFP is issued…..thus the need for long-range strategic thinking



CAMPUS PLANNER/ARCHITECT ROLE

PHASE OPPORTUNITIES
1. Programming Help campus decide & define needs

2. Feasibility & Alternatives Does P3 create savings or bring needed expertise?

3. Basis of Design (BOD) Performance or prescriptive?

4. Developer Selection Does the team understand and embrace campus design 
issues and operational needs?

5. Oversight Code plan check/inspection; conformance with approved 
plans & specifications & BOD

6. Schedule Be responsive. Schedule regular meetings.
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Presenter
Presentation Notes
DEBORAH-Programming….once again, this is big picture, defining long-term needs, it needs to be done and cannot be too constrictingBasis of Design…recommend performance criteria throughout…for example of student housing # of beds, # of beds per room, type of units and desired amenities to support student life. But do not indicate #of sq.ft. per room, finishes etc.Incumbent on the campus to respond quickly on questions, meetings etc.



1. Communicate, communicate, communicate

• Articulate relationship to mission

• Early outreach, explaining the ‘WHY’ to 
stakeholders

• Fundamental differences of P3 

2. Formally Involve key stakeholders in process

• Faculty/staff

• Community councils

• Legislators
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STAKEHOLDER INVOLVEMENT

Project: Cal State Northridge Hotel and Restaurant

Presenter
Presentation Notes
COLINThe communication process is fundamentally different for P3s with both on and off-campus stakeholders. Because the details of the partnership are complex, if stakeholders don’t understand all the key provisions, the wisdom of the deal may be improperly questioned/critiqued.  



DEVELOPER’S PERCEPTION OF PUBLIC UNIVERSITIES 
IN CALIFORNIA

RISK LEVEL COMMENTS

1. Entitlement Very Low We control it
2. Market Conditions None For programmatic uses

Low Housing
Moderate For hotels, retail, commercial

3. Financing Moderate Banks like entitlement certainty & university as 
credit tenant/ dislike university ground lease terms

4. Construction 
Cost/Delivery

Moderate/High Public contract code & university approval 
processes can add time & costs

5. Timing Moderate/High Universities do not move at Developer pace 
(especially in decision-making & contracts)
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Presenter
Presentation Notes
JEFF- Pick a couple….please deliver the ‘outside-in’ view….how do developers see universities in this role?COLIN-Entitlements



SYSTEM BENEFITS

1. Shared experience

2.Agreement templates

3.Consistent processes
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Project: Cal State Channel Islands 32 acre Faculty-Staff Housing

Presenter
Presentation Notes
Deborah- Introduce UC Housing Initiative, prequalifying 8 developers for student housing, then individual campuses can solicit RFPs directly from that groupColin- Systemwide efforts to define, and standardize process….CABO efforts…
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SUMMARY
1. Strategic vs. tactical solutions
2. Planning process-shift to synergistic mixed uses
3. Leverage revenue generating space to support non-revenue spaces
4. P3’s are like marriages…..with a plan for divorce
5. Define project goals & trade-offs at outset
6. Allow for flexibility over life of agreement

Project: Cal Poly Pomona Innovation Village, SoCal Edison

Presenter
Presentation Notes
COLIN-#1, #4 and #6On 6: It is crucial to design the agreement to give  future campus leaders opportunities to modify, extend, terminate, etc. to meet contemporary needs. But it has to be a fair two-way contract that also maintains value for the developer
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