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; Water & Wastewater PPPs

Drivers: Why do Public Private

Partnerships often make sense?

AStructure/Models: The spectrum of PPP
alternatives and financing approaches.

ocation: How to balance roles
oublic and private sectors given

ative strengths.

ALegal Considerations & Communication:
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Market Drivers:
Why do public private partnerships often

AHuman Resource Challenges
AEconomic Efficiencies

ARegulatory Compliance &
Technology Complexity
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Private Sector Strengths:
TheResult of Market Competition

AMotivation, Shared Resources, & Focus
I Access to Capital Markets
I Performance Incentives & Penalties

APersonnel Development
I Access to Tools and Technology
I Training Programs & Growth Opportunities

— AWorkplace Efficiencies

e i Best Practices and Methods

» _ Dartnerships

** I Supply Chain Management/ Economies of
% Scale
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Private Sector Strengths
he Result of Market Competition (cont.)

ANewer Technologies

I Customer Service & Metering

I Treatment Equipment & Facilities

I Residuals Handling & Waste-to-Energy

I Water Quality Monitoring

i Underground Infrastructure Repair & Replacement
I Security and Safety Systems

AManagement Efficiency

THE SATIOMA I Administrative Functions: Human Resources, Legal,

Plfgllil?_(li}nfgw Accounting/ Finance, and Information Technology

»  Rartnerships I Planning (Awareness/ Anticipation of New Regulations)
* . .
% I Full Cost Pricing and Water Use Efficiency

K
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PublicSector Strengths

AProtection of procurement policies

APerspective to balance competing
goals and meet public needs

APersonnel
Alegal Authority

ACapital resources
I Tax exempt debt in the U.S.
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Water and Wastewater Industry
PPP Axiom

The key to successful
partnerships is to balance the
strengths of both sectors 1
public & private

V4 yd

assigning project or system risks
to the party in the best position
o to manage them.
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How? Through a Well Thou@Ghit
and Balanced Procurement Process

A Experienced Advisors
I Legal
I Financial
I Technical

A Sources of Information and Help

i NCPPP

I U.S. Conference of Mayors Water Councll
i I National Association of Water Companies
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— Types oRisk

Construction/CapEx ARisk of the cost, successful completion
and delivery of construction and timing of
expenditures, as well as the financing cost
of such future investments

Usage ARisk of the number of transactions, sales
or volume risk
Commercial ACommercial risks of competition,
alternative businesses, or economic cycles
Operation and ARisk around operations and maintenance
Maintenance expenses due to changes in prices, timing
of needs or unforeseen events
Financial ARisks of currency, interest rates, market
conditions
THE NATIONAL L. ; ..
(oundil For Management ARisks of managerial decisions and
Public-Private executive staffing decisions

»  Parnership ARisks of strategic plan and its

»
% implementation by management
K

:uvmﬁmmxs Source: State of New Jersey Asset Evaluation Program Phase 1 Report, November 15, 2006 UBS Investment Bank
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SPECTRUM OF OPTIONS -

WATER & WASTEWATER Public Private Partnerships — = Transfer
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Options Available >
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Alternative PPRWlodels
Water & Wastewater Systems

APublic Authority Model (Status Quo)

I Equipment Purchases
I Asset Management

AService or Management Contract

ASystem Leases
I Operating Lease
I Long-Term Concession/Lease

ATransfer Ownership
Availability/Shadow Payment

I
P i Trade Sale
(ounil For N _ _
Public-Private i Initial Public Offering (IPO)
;’Partnershlps |

% I Not-for-Dividend Company
¥

PETERSER FOC FROGATSS Source: State of New Jersey Asset Evaluation Program Phase 1 Report, November 15, 2006 UBS Investment Bank
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Public Authority Model (Status Quo)
Alternative PPWMlodels

CapEx, Operate, Maintain

b

. Debt Finance
Existing 100% ownership . Finance
O i
Asset State/Authonty Debt Repayment Providers
Y
I User
| Rates
_____ [
I |
| 1
: Users !
I 1
l ---------- wll
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Operating Lease Arrangement or
Servicé Management Contract
Alternative PPMlodels

CapEx

: |

100% ownership

Debt Finance

Existing Finance
Asset Providers

Revenue '
cgﬁh;: Sharing | Y \(&z@
" (fsuphs) | Fee &

- . . . .

. |

Operate, Mairain Private Sector : - I

Operators i |
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LongTerm Concession/Lease
Alternative PPNlodels

Existing 100% title ﬂwne'rshiph ciate
Asset

F Y
Privatization Lease Agreement
Payment (Taw Crwnership)
Debt Finance
cpy ! Finance
CapEx, Operate, Maintain, Transfer Debt Ftepayment’ Providers
100% mﬁ*#ﬂf
Owmnership d
Private Users
Concessionaire
Mote:

1 5PV: Special Purpose Vehicle
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Avallability/Shadow Payment
Alternativd®PPModels

Existing 100% cwnership

5tate

Asset

Concession | Availabiliy / Shadow
Agreement payments

FiInance

CapEx, Operate, Maintain, Transfer =V Debt Repayme Providers
100%
Cwnership
THE NATIONAL Private
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TradeSale, IPO, or NBbrDividend Compan
Alternative PPRFodels

Private Sector
(Limited number of
shargholders)

100% Cawnership > Detrt Finance
Existing NewCo Finance
Asset ;EIJEK. Operate, Maintain Debt Repayment Froviders
+ User
1 Rates
I I
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Risk Allocation
Alternative PPRNlodels

THE NATIONAL

(oundl For
Public-Private
* ’Pdﬂ"(’fsmps Project or System Risks Assigned to the Party in the Best Position to Manage
% Them Through a Well Thought-Out and Balanced Procurement Process.
“<’

PR 108 PROGEES Source: State of New Jersey Asset Evaluation Program Phase 1 Report, November 15, 2006 UBS Investment Bank
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