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Why Would You Consider Private Finance? 

• New sources of capital to better leverage your own – 
resulting in more needs met at optimal cost. 

Leverage  
Capital 

• Allows you to allocate risk through proven private sector 
risk management approaches. Transfer Risks 

• Delivery approaches provide faster & less expensive 
options than traditional means.   Save Money 

3 



Water Infrastructure Funding Gap 
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The Decades Ahead 



Private Capital Targeting Infrastructure 

Investments 
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Alternative 

Assets: 

– Private Equity 

– Hedge Funds 

– Real Assets 

• Real Estate 

• Infrastructure 

• Energy Systems 

• Commodities 

• Timber & Agricultural 
Tracts 

Water & 

Wastewater 

Infrastructure 

Fixed Income 

Equities 

Institutional Investors 



Water-Sector Public-Private Partnerships 

 

 

• Few Water P3s in the U.S. 

• Currently, we have Water P3 Projects under development in 

California, Colorado, Texas, and Florida 

– Storm water 

– Drinking water treatment 

– Waste water treatment 

– Water storage & conveyance 
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UK AMP Cycle – Contracting for Delivery 
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Public-Private Partnerships Can Work, 

but… 

• Cost of Capital Hurdle Overcome 

• Political Will  

• Stakeholder Engagement 

• Legal, Commercial, Financial, Technical 

Sophistication - Both Sides 

• Parties Must Accept Changed Roles 

• Key Contract Issues Recognized and Addressed 

Early 

• Innovative Thinking – P3s Can Add Flexibility 

 

 



Contracting for a Successful P3 



Typical Project Development Structure 
Risks are Transferred through Project Agreements 

Concession 
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Project Finance 
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How Risks Stack Up for the Project Sponsor 

Design Bid Build Design Build DBOF

Permit/Law Changes

Financing Costs

Equipment Failure

Capital Replacement Costs

Operations

Change Orders

Legal Disputes

Performance Risk

Design Errors

Schedule

Major Equipment 

Failure - Year 15 

Scope, Schedule 

Modifications 

Construction 

Claims 



Identify & Quantify the Risks 

Transferrable 

Risks  

Estimated Cost Probability of 

Occurrence 

Probability-Adjusted 

Cost of Risk  

Design Delay $3,000,000 30% $900,000 



Cost of Service over the Life of the Project 
Private Financing vs. Public Funding 

• CAPEX 

• OPEX 

• FINEX 

• RISKEX 

 



$200 $210 $220 $230 $240 $250 $260 $270 $280 $290 
Life Cycle Cost (Millions) Private Finance Public Funding 

Life-Cycle Costs 
Compare Probability Distributions for Private Financing vs. Public 

Funding 



Expand Your Options 

• New sources of capital to better leverage your own – 
resulting in more needs met at optimal cost. 

Leverage  
Capital 

• Allows you to allocate risk through proven private sector 
risk management approaches. Transfer Risks 

• Delivery approaches provide faster & less expensive 
options than traditional means.   Save Money 
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