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Today’s Agenda

* Purpose and timing of pre-qualification and evaluation within the
P3 process

* Breakdown of the difference between Rfl and RfQ
* Criteria for an effective RfQ

* How to design and implement an RfQ

* How to evaluate project bidders
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Pre-Qualification Process:
P3 Key Principles

Transparency Accountability
e Public Meetings * Finding of Public
* Policies and Interest
Guidelines o * Value for Money
* Goals and Objectives Quality - Speed -
* Term Sheets Transparency
* Procurement
Documents

Integrity

e Fair and transparent
procurement

e |sa P3 the best model
for the project?

e Contracts as outputs of
the process
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Pre-Qualification Process:
Project Development Lifecycle

Project . High Level . Detail Level . Project
Identification Screening Screening Development

\ 4

Legislative/

Project Comprehensive Project
Implementation ‘ Ag):gglrjﬂtggt . Procurement ‘ Regulatory
Approval
- Project
Project O&M . Handback
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Pre-Qualification Process:
What makes a successful P3 project?

Enabled by legislative authorization
allowing the public and private
entities to enter into a contract

Shaped by policies that clearly outline
the intent, desires, rules, and
requirements of the law

Developed through guidelines,
based upon transparency and
accountability, by which the
public and private entities engage
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Presenter
Presentation Notes
State and local agencies are continually challenged to deliver public good with finite resources that they have.  Due to lack of funding or the availability of funding, agencies may look for alternative delivery methods that they have not used before or lack of understanding of such methods, the experience and the level of sophistication in entering into business arrangement with the private sector.  Therefore, it is important to ensure that they follow best practices and employ expertise from external sources.  All of this cost money and precious resources that if expended must demonstrate benefits returned for the public.  My approach here to outline the process that could provide for controls and audits and how are being developed, planned and implemented throughout all phases of the project development life cycle.  Project controls could be in term processes, compliance with law, ensuring transparency and accountability while delivering on the benefits 

 arrangements have to offer.

There three key factor for delivering a successful P3 project.  1) authorizing legislation:  most States and localities have delivered projects through the traditional delivery method as authorized in most public procurement acts.  The public agency design the project to complete set of design, then invites qualified proponents to bid on the project according to the design set, then selects the lowest bid for the project.  Meanwhile the public agency retain the risk for construction and cost overrun and schedule delay.  Also, this approach leaves little room for innovation.  Additionally, this requires the public agency to have identified, committed and obligated funding for the project.  In order to employ innovation and specialized expertise in design and construction of project as well innovation in financing, many States have enacted legislation to authorize the alternative procurement methods such as Design-Build and Design, build, finance, operate and maintain (DBFOM also referred to as P3) publicly sponsored projects. 2)  Alternative delivery methods and in particular P3s are very complex and developed over time.  Often time, authorizing legislation does not address the fine details of negotiating such complex projects and leave much discretion to the competent procuring agency.  Therefore, the procuring agency and the administration will set the priorities and policy that best fit it priorities, goals and objectives. 3) in order to successfully and consistently develop, engage, and deliver such complex projects, there must be a road map or framework to properly develop the project by determining the purpose and need, conduct the proper due diligence to ensure accountability for the public dollars expended, transparency for the value being created and returned to the public all the while maintaining integrity of the fit of the project to the public need.



Pre-Qualification Process:

E | f P3 Guideli
P3 Project Delivery Life Cycle
=
E
= Start Project Project Office Level Ouanti@ative Executive
EE Identification Screening Approval Analysis Approval
=
-
E VY Finding of Cabinet Level
E- RFI Best Delhfery' Public Approval
g Analysis Interest [Political Support)
&
E
2 Short _— Firal Poward,/Contract Financial
o o r# iati . Commercial Clas Close
= RFC List REP Megotiation REP ( g} ‘ |
E | §
=
3
o] — -
el ch" = _ . Substantial O perations & { Hand back ar"

Q‘-‘ Design Construction |

X E Completion Maintenance b Tramsfer ./
=
E

O a@ IMPROVING THE LEGAL ENVIRONMENT FOR BUSINESS WORLDWIDE U.S.DepartmentofCommerce|CLDP




Pre-Qualification Process:
How to Influence the Project Outcome

Early stages of project development offer the
greatest ability to influence outcome

the Project Needs and B
Delivery Strategy

. L n Award of Contract=>»
the Project Justification Set Performance

Requirements

through Value for Money Analysis >
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Designing the RfQ:
Rfl vs. RfQ

Rfl RfQ
e |ssued during project  First step in procurement phase
development and before * QOutlines goals, objectives,
procurement scope, and roles and
e Used to: responsibilities

 Gage the market appetite * Solicits qualifications (technical,
* Validate assumptions with financial and legal)

feedback * |dentifies most qualified
* Refine the goals, objectives, ~ Partners
affordability and technical e Validates project assumptions

aspects e Reduces project failure risk
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Designing the RfQ:
RfQ Schedule

Preparation of RfQ | Preparation of
Documents Evaluation Plan

Issuance of RfQ

Response period
(60-90 days
depending on the
complexity of the

One-on-one
Meetings/In-
person interviews

Evaluation (30
days)

project)
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Project
Information
Meeting/Industry
Day (2 to 3 weeks
after publication)

Selection/Short
Listing (at least 3
but no more than

5 proponents)
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Designing the RfQ:
RfQ Objectives

Two Essential Objectives of a Request for Qualifications:

1. Acquaint the market with the public owner, the project and the
decision to use P3 as the delivery mechanism.

2. Obtain a short list of qualified potential private partners and

respondents who may eventually receive a Request for
Proposals
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Designing the RfQ:
Development Process

* Treat the Request for Qualifications development process as an
exercise

* The process should solidify:
 The goals and objectives regarding the project
 The preferred course of action to procure the project
* The desired outcome of the process

 Assemble a qualified staff of advisors
e Legal, technical and financial
e Should help determine a good short-listed party
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Designing the RfQ:
Before Releasing

 What are the goals and objectives of the Request?
e Should be clearly defined
* Policy perspective — resolution of fundamental issues

* No fundamental concerns remaining
e Decision to commit public resources to the project
e P3 as the delivery mechanism

* Do not use an Request for Qualifications as a basis for determining
whether the deal should go forward
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Designing the RfQ:
Necessary Elements of Success

* Have a firm policy decision to pursue the project and to commit
public resources to the effort

e Obtain preliminary/final policy approvals to proceed with the project

* Confirm that there are no external policy approvals to undertake the
project, e.g. a vote of the electorate

e Confirm legal authority to undertake the project and use a P3 delivery
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Designing the RfQ:
Mistakes

* Do not use a Request for Qualifications as a process for deciding to do
the project

* Do not use a Request for Qualifications as a process for confirming
the decision to use P3 as a delivery mechanism

* |If you are uncertain about the project or the use of P3 as a delivery
mechanism, or if critical approvals are yet to be secured (e.g. a public
vote) defer sending the Request for Qualifications

e Consider the use of a Request for Information as an vehicle to resolve
issues and questions and to lay the ground work for making decisions
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Designing the RfQ:
s it the Appropriate Delivery Mechanism?

* Design
e Access the private sector to provide design services for the project
 Maximize design benefits of a life cycle cost approach

e Build
e Obtain private construction services
e Making the contractor (or affiliates) responsible for the long-term functionality of the
project
* Finance

e Accessing private capital provides the discipline of private risk analysis and risk
monitoring

e Private capital is not a method to avoid bad project economics — funding vs. financing
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Designing the RfQ:
What You Seek Determines What You Ask For

* Operate

e Obtaining the skills of a private partner to assume operational responsibility
for the project

e Long term operational risk is an essential consideration
e Economic risk of demand
e Availability payments vs. demand risk

* Maintain
* Long term maintenance commitment
 Renewal and replacement
e Handback requirements

 Life cycle cost analysis related a consortium that design and builds a project
with long term maintenance obligations in mind
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Designing the RfQ:
Other Considerations

Do not be afraid to share the evaluation criteria with the market

 Think of the RFQ as a road that travels in both directions;
benefits accrue to all parties

* Provide information about your project and your objectives as
you solicit information about the ability of the industry to

perform
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Designing the RfQ:
The Larger Picture

e Do not convey a sense of uncertainty about the project

 Make it clear you reserve the right to take whatever steps best suit your
objectives, including cancelling the procurement process

* Ask questions of the industry that illustrate the importance of the
project to you as an owner and the strong public policy reasons in
support of the procurement
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Designing the RfQ:
-inal Thoughts on Preparation

e Use your advisors to help you frame the questions in a way that illustrates
you understand how a public private partnership is a delivery mechanism
that is different in many ways from other delivery mechanisms

e Life Cycle Cost Analysis; risk identification and allocation; risk is allocated to
the party based able to manage the risk

* Understand that the scope of transferred risk will be a major contributor to
determining the cost of the projects; some risks need to be retained

* Alternate technical concepts; alternate financial concepts

NT OF ¢
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Determining RfQ Evaluation Criteria

e Communicating messages and obtaining the best qualified
list of potential respondents

* Think of the respondents as a potential consortium — a team
of entities which each bring unique and essential skills to

the process @

®e®
* Do not focus solely on a single high-profile lead player. Itis "‘
the team that will deliver the product
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Evaluation Criteria:
Considerations and Objectives

 Evaluation criteria should focus Ask questions that allow industry
on the team, not just the lead respondents to demonstrate their

understanding of the following:

e Your goals and objectives

e Your reasons for picking a DBFOM or
something else

Risk identification and risk pricing

Risk allocation to those best suited to
manage the risk

Life Cycle Cost analysis as a basis for
evaluating success
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Evaluation Criteria:
Using Evaluation Criteria to Achieve Objectives

 |dentify the types of prior comparable deals
that will best indicate an ability to successfully
deliver your project

Do not only
ask about
successful

projects

Also ask about bad
acts and bad
performance

e Not just prior projects of the same type, but prior
projects that present the same types of issues

How will you
evaluate these
factors?

 What are trying to learn? Design your
guestions and evaluation criteria accordingly
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Evaluation Criteria:
Other Factors in Designing Evaluation Criteria

* Prepare to perform due diligence on the responses
 How will you figure out whether you are getting the full story?

e Determine which prior bad acts matter and which do not

 What are the unique aspects of your country’s legal and
administrative framework that require particular focus?
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Evaluation Criteria:
Criteria as Unigue as Your Project

 What are the unique aspects of your project that may or may not
make other prior experience pertinent or not pertinent?

Unique Technical aspects Unique Operational aspects

I3

Unique Design and Construction aspects
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Evaluation Criteria:
Other Considerations

e Consider the unique financial aspects of your project that may or may
not make other prior experience pertinent or not pertinent

e Structure your evaluation team to provide the right composition of
skills, experience and perspective

* Determine how to staff and use your consultants effectively. In what
areas do you need special expertise in order to evaluate RfQ

responses effective
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Advertising Tender

e Publish as required by law, guidelines, and best practices
e Traditional medium print media and website
e Qutreach:
e trade publication
* media events
e social media

e Goal is to attract as much competition as possible
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Advertising Tender:

Project Information Meeting
* Publishing project information - VfM, ESIA report etc.

e Usually occurs few weeks after publishing of the RfQ and giving the
potential bidder/developers an opportunity to review the project

 Must be careful about what information to share.
e Sponsor internal due diligence activities such as traffic and revenues, and cost
estimates, and VM analysis must be kept confidential to ensure best value

* Institute code of silence process to ensure fair, transparent and
competitive process.
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Advertising Tender:
Project Information Meeting Delivery

* The location of venue should be within or near the project location
* Must make project information/fact sheet available

* Plan project presentation to include:
e projects goals and objectives
e purpose and needs
e features and desired benefits
e environmental studies where applicable
e drawings
e schedule of activities
e public support and meetings
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Evaluation Process:
Price as the Sole Determining Factor

o If price is the only criteria for selecting a short list, consider whether a
P3 is the right delivery mechanism for you

* An exclusive focus on price may reduce or eliminate the ability to
take private performance skills into consideration
e Alternate Technical Concepts
e Alternate Financial Concepts
e Alternate Design Concepts
e Financial strength and long-term reliability
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Evaluation Process:
Price as the Sole Determining Factor

* If you are looking at price alone, are you looking at it from the
perspective of life cycle cost analysis?

* Are you looking only at cost to design and construct when you should
be looking at the life cycle cost of the asset, including operation and
capital repair and replacement

e Life cycle cost analysis is what makes DBFOM a delivery mechanism of
unique value to an owner

IMPROVING THE LEGAL ENVIRONMENT FOR BUSINESS WORLDWIDE U.S. Department of Commerce | CLDP



Evaluation Criteria:
Price, Quality and Other Factors

* Design — experience in life cycle cost driven design work — maximizing
the value of P3

* Construction — experience in guaranteed maximum price, guaranteed
delivery date DB agreements. Financial where withal to secure
appropriate levels of performance and payment bonds

* Finance — experience with developing creative financing solutions in
the legal and administrative market in which the project operates;
access to capital and experience with the particular market
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Evaluation Criteria:
Price, Quality and Other Factors

* Operational — understanding and experience with the legal, administrative
and practical consequences of operating this type of improvement in this
particular context of governmental, technological and financial constraints

* Maintenance — ability to deliver long term maintenance services that
maximize the value of the life cycle cost analysis component of the DBFOM
approach

* Social and Policy — ability to accommodate the social and policy objectives
of the public owner while preserving the cost and efficiency benefits of a
s, DBFOM delivery mechanism to the maximum extent possible
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| CONCLUSION

e Designing and implementing a proper Request for Qualifications process
will set the stage for everything that follows in your procurement
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| Upcoming Webinars

* Unsolicited Proposals
* Financial Modeling
* Life Cycle Costs

* Project Agreements
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