














ALTERNATIVE PUBLIC WORKS
FINANCING AND CONTRACTING

Design-bul
Design-bul

(DB)

-finance (Turnkey)
Design-build-operate (DBO)
Design-build-finance-operate (DBFO)

Design-build-finance-own-operate (Private
Ownership)

Performance-based Contracting
RFQ and RFP Process
Best Value Selection
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BENEFITS OF ALTERNATIVE
DELIVERY

Extensive Use in Private Sector

Cooperation Among Participants Permissible
and Desirable

Life-Cycle Cost Perspective
Long Term Contracts
Substantial Risk Transfer

Striking Success of Projects Built Using
Alternative Delivery

10-20% Savings Against “Benchmark”
“Faster, Better, Less Expensive”

Consistent Success and Growing Acceptance
Nationwide
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UNIFIED PROJECT
RESPONSIBILITY

Traditional Design-bid-build (DBB) Trifurcates

Responsibility

DBO and DBFO Unify Responsibility

Comprehensive Asset Develo

Management Unc
One Contractor Dea

Equipment Supp

er a Sing

s With Al
lers

oment and
e Contract

Subs and

Avoids the Cost and Risk of Disputes
Between the Designer, Builder and

Operator

Easier Administration

11






























PROJECT DEBT IS TAXABLE

Private Financing, Ownership or Leasing
Creates Private Activity Bonds (“PAB’s”)

PAB’'s Are Not Tax-exempt

Taxable Interest Rates 30% Higher Than Tax
Exempt Rates (e.g., 5.0% v. 6.2%)

Exception: Exempt Facility Bonds (Water and
Housing, Subject to State Volume Caps)

Transportation Projects Have $15 Billion
“National” Volume Cap

Buildings Are Not Exempt Facilities
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SECURITY FOR PERFORMANCE

Project Company Has No Other Resources
Except the DBFO Service Contract

Subcontracts Provide Indirect Security

Service Fee Doesn’t Start Until Project
Completion

Service Fee Offset Rights for Non-
Performance

Intense Scrutiny of Project by Equity and
Bank to Protect Their Interests
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PRIVATE FINANCING NEED NOT
INVOLVE PRIVATE OWNERSHIP

Private Ownership Normally Accompanies
Private Finance

But Governments Are Reluctant To Convey
Public Infrastructure Project Ownership

Debt Markets Don’t Require Private Ownership
To Provide Financing

Security of Service Contract Is Sufficient

Mortgage on Project Would Add Little to
Security
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CONCLUSIONS

Consider Alternative Project Delivery for
Your Major CIP Projects

DBO and DBFO Can Deliver Superior
Value in Schedule, Cost and
Performance

Private Project Financing of Public
Infrastructure Projects is Proven,
Available and May Be Suitable For
Particular Projects
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