
PublicPublic--Private Partnerships
Private Partnerships

Pacific Islands Environmental
Pacific Islands Environmental 
Conference
Conference

Steve Hiney, Program Manager
Steve Hiney, Program Manager
CNMI Department of Public Works
CNMI Department of Public Works
Solid Waste Management Division
Solid Waste Management Division



What is a PublicWhat is a Public--Private PartnershipPrivate Partnership 
(PPP)?(PPP)?

•• A contractual agreement between a publicA contractual agreement between a public 
agency and a foragency and a for--profit corporationprofit corporation

•• Skills and assets of each sector are shared
Skills and assets of each sector are shared
•• Risks and potential rewards sharedRisks and potential rewards shared



Keys to Successful PPPsKeys to Successful PPPs
5 Critical Components Involved to5 Critical Components Involved to 
Varying DegreesVarying Degrees

•• Political LeadershipPolitical Leadership
•• Public Sector InvolvementPublic Sector Involvement
•• Well ThoughtWell Thought--out Planout Plan
•• Communications with StakeholdersCommunications with Stakeholders
•• Selecting the Right PartnerSelecting the Right Partner



Political LeadershipPolitical Leadership

•• Commitment from the topCommitment from the top
•• Most senior public leader must championMost senior public leader must champion 

the ideathe idea
•• Statutory foundationStatutory foundation



Public Sector InvolvementPublic Sector Involvement

•• Specific authority must be establishedSpecific authority must be established
•• Remain actively involvedRemain actively involved
•• Aggressive monitoring of partnershipAggressive monitoring of partnership 

performanaceperformanace



Well ThoughtWell Thought--out Planout Plan

•• Know what you want and what you expect
Know what you want and what you expect
•• Outside expert to assist in developing plan
Outside expert to assist in developing plan
•• Form of the plan results in detailedForm of the plan results in detailed 

contract clearly defining responsibilitiescontract clearly defining responsibilities
•• Clearly defined dispute resolutionClearly defined dispute resolution



Communication with Stakeholders
Communication with Stakeholders

•• Who are the Stakeholders?Who are the Stakeholders?
–– Public officialsPublic officials
–– Private sector partnerPrivate sector partner
–– THE PUBLIC RECEIVING THE SERVICETHE PUBLIC RECEIVING THE SERVICE

•• Clearly and consistently communicate theClearly and consistently communicate the 
reasons and benefits for the PPPreasons and benefits for the PPP



Selecting the Right PartnerSelecting the Right Partner

•• ““Lowest bidLowest bid”” not always the best choicenot always the best choice
•• ““Best valueBest value”” is the most critical aspect ofis the most critical aspect of 

choosing a partnerchoosing a partner
•• Partners experience in the specific area ofPartners experience in the specific area of 

the partnership is very, very, verythe partnership is very, very, very 
importantimportant



Types of PPPsTypes of PPPs

Excerpt fromExcerpt from ““PublicPublic--Private Partnerships:Private Partnerships: 
Terms Related to Building and FacilityTerms Related to Building and Facility 
PartnershipsPartnerships”” printed by the Governmentprinted by the Government 
Accounting Office, April 1999Accounting Office, April 1999



Build/Operate/Transfer (BOT) orBuild/Operate/Transfer (BOT) or 
Build/Transfer/Operate (BTO)Build/Transfer/Operate (BTO)

•• Private partner builds to specificationsPrivate partner builds to specifications 
provided by the public partnerprovided by the public partner

•• Private partner operates facility underPrivate partner operates facility under 
contract (contract term designed to becontract (contract term designed to be 
long enough to allow recovery of anylong enough to allow recovery of any 
private provided funding)private provided funding)

•• Ownership transferred to public partner
Ownership transferred to public partner
•• In BTO ownership transfer occurs at endIn BTO ownership transfer occurs at end 

of constructionof construction



Build/Own/Operate (BOO)Build/Own/Operate (BOO)

•• Private sector constructs and operatesPrivate sector constructs and operates 
facilityfacility

•• Private partner owns facilityPrivate partner owns facility
•• May be contractual arrangement to allowMay be contractual arrangement to allow 

public to use facilitypublic to use facility



Buy/Build/Operate (BBO)Buy/Build/Operate (BBO)

•• Private purchases existing assetPrivate purchases existing asset
•• Private provides rehabilitation orPrivate provides rehabilitation or 

expansionexpansion
•• Private operates facilityPrivate operates facility



Contract ServicesContract Services

•• Operation and maintenance (O&M)Operation and maintenance (O&M)
–– Public partner contracts for service provisionPublic partner contracts for service provision
–– Public retains ownership and overall management
Public retains ownership and overall management

•• Operation, maintenance, & managementOperation, maintenance, & management
–– Public partner retains ownershipPublic partner retains ownership
–– Management portion allows private partner to investManagement portion allows private partner to invest 

capital to increase system efficiencycapital to increase system efficiency
–– Longer term contractLonger term contract –– more attractive to privatemore attractive to private 

partnerpartner



DesignDesign--Build (DB)Build (DB)

•• Private partner provides design and construction
Private partner provides design and construction
•• Can reduce time, save money, provide strongerCan reduce time, save money, provide stronger 

guarantees and allocate additional project risk toguarantees and allocate additional project risk to 
privateprivate

•• Reduces conflictReduces conflict –– single party responsible to thesingle party responsible to the 
public ownerpublic owner

•• Public sector maintains ownership, operations,Public sector maintains ownership, operations, 
and maintenanceand maintenance



Design/Build/Maintain (DBM)Design/Build/Maintain (DBM)

•• Similar to DBSimilar to DB
•• DifferenceDifference –– maintenance of facilitymaintenance of facility 

remains responsibility of private sector forremains responsibility of private sector for 
a specified terma specified term

•• Additional maintenance risk allocated toAdditional maintenance risk allocated to 
privateprivate



Design/Build/OperateDesign/Build/Operate

•• Not ordinarily used in the USNot ordinarily used in the US
•• Can facilitate private sector financingCan facilitate private sector financing



Developer FinanceDeveloper Finance

•• Private finances public facility for the rightPrivate finances public facility for the right 
to build housing, commercial or industrialto build housing, commercial or industrial 
facilitiesfacilities

•• Sometimes called capacity creditsSometimes called capacity credits
•• May be voluntary of involuntary dependingMay be voluntary of involuntary depending 

on local circumstanceson local circumstances



Enhanced Use Lease (EUL)Enhanced Use Lease (EUL)

•• Not typically usedNot typically used
•• Mostly of propertyMostly of property
•• Direct lease to private in return for fundsDirect lease to private in return for funds 

to operateto operate 



Lease/Develop/Operate (LDO)Lease/Develop/Operate (LDO)

•• Private party leases (or buys) existingPrivate party leases (or buys) existing 
public facilitypublic facility

•• Private invests capital to renovate and/orPrivate invests capital to renovate and/or 
expandexpand

•• Private operates under a contract with thePrivate operates under a contract with the 
public agencypublic agency



Lease/PurchaseLease/Purchase

•• Basically installment purchaseBasically installment purchase
•• Private sector finances and builds newPrivate sector finances and builds new 

facilityfacility
•• Public agency leases facility, accruesPublic agency leases facility, accrues 

equity during lease termequity during lease term
•• At end of lease, public sector either owns
At end of lease, public sector either owns 

or purchases facility for cost remaining
or purchases facility for cost remaining



Sale/LeasebackSale/Leaseback

•• Public sector sells it to private entityPublic sector sells it to private entity
•• Public sector leases back facilityPublic sector leases back facility
•• Typically to limit public liabilityTypically to limit public liability



TurnkeyTurnkey

•• Public agency contracts private entity toPublic agency contracts private entity to 
design/build complete facility to specificdesign/build complete facility to specific 
standardsstandards

•• Private agrees to build facility for a fixedPrivate agrees to build facility for a fixed 
price and absorbs construction risksprice and absorbs construction risks

•• Financing and ownership is flexibleFinancing and ownership is flexible 
depending on circumstancesdepending on circumstances



Most Likely PPPs in the WesternMost Likely PPPs in the Western 
PacificPacific

•• Direct O&M ContractsDirect O&M Contracts
•• Buy/Build/Operate (BBO)Buy/Build/Operate (BBO)



Which Types of PPPs Have PromiseWhich Types of PPPs Have Promise 
in the Regionin the Region

•• Design/Build/MaintainDesign/Build/Maintain
•• Design/Build/OperateDesign/Build/Operate
•• Build/Operate/TransferBuild/Operate/Transfer



Regional Limitations on PPPsRegional Limitations on PPPs

•• Lack of confidence in the public sectorLack of confidence in the public sector
•• Small pool of private partners with desiredSmall pool of private partners with desired 

experience or sufficient resources forexperience or sufficient resources for 
major public works projectsmajor public works projects

•• Lack of public confidence in pursuing PPPs
Lack of public confidence in pursuing PPPs



Final ThoughtsFinal Thoughts

•• For PPP to work know what you want toFor PPP to work know what you want to 
achieveachieve

•• Cultivate senior public official commitmentCultivate senior public official commitment 
to the processto the process

•• Research Research ResearchResearch Research Research
•• Make sure whatever agreement you enterMake sure whatever agreement you enter 

into is understood by the agency in chargeinto is understood by the agency in charge 
and clearly specifies all actionsand clearly specifies all actions


