INNOVATIVE PARTNERSHIPS -- COMMERCIAL DEVELOPMENT AND SHARED USE

Thereareanumber of waysinnovaive partnerships can be used to build schod infrastructure or to leverage
exiding infragtructurein waysthet free up capitd for schoal condruction. For example
= Airrights over exiding schodl fadlitiesin commerddly developed aress can be leased to private
entities
»  Hidoricd tax credits assodaed with the renovation of older schodls may be marketed to private
invegtors if acommerdd use is incorporated into the school concept.  Eligibility for federd and
date presarvation tax creditsfor these unique partnershipswould have to be verified by the Internd
Revenue Savice
»  Sharedrusefadlitieswhich can leverage scarcelocdl capital fundsto build complementary fadlities
For example, in Avdon, New Jarsey, locd |leeders are proposing to opt-out of the county library
sydem and use the rdaed savings to meat debt sarvice on bonds usad to expand an dementary
schoal toindude bath dedicated subject gpace and anew community library.
= Extensonof current useof performance contracting to finance condruction of new fadilities

TheJamesF. Oyger Bilingual Schodl

Perhaps the best known example of the way public-private partnerships can be usad  creativey to build
shodlsis the Oyster Schoal recondtruction in Washington, D.C.* Sitting on a1.67 acresin the Woodley
Park neighborhood, the James F. Oyster Elementary Schoal wias poised for dosure. In the early 1990s the
Didricc of Caumbia Public Schods (DCPS) did not have a meder plan for schod infragtructure
improvements nor the capitdl to fund one. The sthoal, which wias known for its dud-immerson program
in Spanish and English, was overarowded and  deteriorating.  There wias insuffident dassroom pece for
indruction and there was no pace for the schoal’s gpedid education, physcd educaion, arts and saence
programs. Theschoadl wasnot accessbleto disabled sudents, teechersor parents

Through a partnership with the DCPS and LCOR, Incorporated, anaiond red-edate firm pedidizing in
public/private deve opment, the community got anew schoal a no cost to taxpayers DCPS agreed to deed

! Richard, Alan. “Developer, D.C. District Team Upto Build New Elementary Schodl” - Education Week September 5, 2001



ove one hdf of the Ste to LCOR for commerdd resdentid devdopment in exchange for LCOR's
condruction of the new schodl.

Thenew Oyger Schod gtsonagamdler 0.79 acre Stebut hasan enlarged building with enhanced features

OldBuilding New Building
Enrollment 300 dudents 30 dudents
Buildingsze 26591 9 ft. 479849 ft.
Aveagedassoomgze 7259 ft. 00« ft.
Library/Mediacenter 00 ft. 2100 ft.
Muitipurposeroom 2400 ft. 3,750 ft.
Gymnasum None 3,700, ft.
Artroom 900« fi. 12009 ft.
Musicroom None B0 ft.
Parking 14 surfece spaces 33 underground Spaces
Outdoor play area 18,0009 ft. 8000 ft.

Source Building Outsde the Box /Public-private partnership: A drategy for inproved public schodl
buildings 21¥ Century School Fund

To pay for the recondruction, the Didrict of Columbia raised $11 million in 35-year tax-exempt revenue
bonds. The $804,000 annud debt sarvice will be paid from property taxes  and revenue generated by the
211 unit goartment building built by LCOR on the rest of the ste? Clearly this type of collaboration
requires a pedid st of drcumdances however, in many urben aress of Maryland with high property
vauesbut limited funding cgpeaity, thiscould hold promise

Nova Scotia

Facing ongoing economic hardship and a freeze on its capitd budget Snce 1990, Nova Scotia enected
legidation fadilitating public-privete partnerships for school condruction in 1997. By 1998, eght schoadls

2 Building Outsdethe Box, Public-Private Partnership: - A Srategy for Inmproved Public Schodl Buildings 21 Century School
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were built, 30 schodl projects were goproved and 12 schodl projects were in the devdopment phese. The
province requested bids from qudified bidders to build schools according to Nova Sootid s Spedficaions
The schoolswould be turnkey operations with the deve opers providing desks, blackiboards, tdephones and

computers

The schod system leases the buildings from the devedopers for 20 years however, building use covers
schod hours only (Monday through Fiday, September through June, 8:30am to 3.30pm). More
importantly, the schodl system’s lease payments are only 85% of the capitdized cost of the building. The
devel oper leasesthe buil ding to other gpproved entities during non-schoal hoursto mieke up the differencein
cod and gengrate prafit. Thisprovidesthe deve oper anincentiverto build cos-effectively aslower building
codsreducefinandng cods At the sametime, the deve oper must design and build competitive fadlitiesin
order to attract the necessary nonrsthod lessses Andly, asthe schodl system is not reguired to purchese
to building at the end of the lease (though it has an option to do 0), it isin the developer’s best interet to
meaintain and upgradethe building in order to maintain marketahility.>

Public-Private Partner ships-- What’ stheNext Step?

There are a growing number of examples where public-private partnerships have been usad to finance
schod condruction projects for cashrdrgoped didricts. However, the rdaed policy question is of more
ggnificance to this report. How can the aredlivity presant in private sector partnerships be harnessed to
address the Saes sthodl condruction nesds? How can publicprivate partnerships be fadlitated?
Virginia s Public Private Education and Infrastructure Act (PPEA) atempisto dothis

PPEA was recently enected in Virginias 2002 legidative sesson. It was modded dter the 1995 Public
Private Trangoortation Act which is credited with the devdopment of large, complex and codly roed
prgectswhich were not deamed possble viatraditiond finendng methods  PPEA dlows private patiesto
develop public projects under the gpprovd of the regoongible public entity.  Additiondly, qudified projects
are exempted from Virginids Public Procurement Act which, among other things, requires contracts be
awarded to thelowest bidder.
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A prgect may qudify for PPEA trestment if:

()] thereisapublic nesd for or benefit derived from the quaifying project of the type proposed by the
private ertity;

(i) the estimated cost of the qudifying project isressonablein rdaionto amilar fadlities

(i)  theprivaeentty'splanswill resuit inthetimdy acquistion, desgn, condruction, improvement,
renovation, expand on, equipping, mantenance, or operaion of thequdifying project.

The Task Force is scheduled to hear Virginia Ddegate Preston Bryant discuss PPEA in ddal a the
November 22 medting. In advance of that mesting, this report recommends the attached framework for
andyzing public-private partnership in the Maryland context.

ATTACHMENT
Public-Private Partner ships- A Framework for Analyds

The concept of public-private partnerships (PPPS) has come to incorporate a number of idees  In order to
undergand its rdevance for Maryland, PPP mugt be broken down into its component parts - Spedfically, it
is important to isolate savings or effidendes gemming from the use of lease financing, from exemptions
from public procurement regulaions and from other provisons of PPPs  In prepardion for Ddegate
Bryant's presantation, the author suggests the falowing as way to look & PPPs  Further ddtals are
forthcoming in aseparatereport by theauthor.



Thefollowing table providesaframework for evaluating PPPsin the Maryland context:

BendfitsAttributed to Public Private

BendfiitsUniqueto Public Private Partner ships Partner shipswhich arenot Unigque

» Deprecidion tax savingsaccrueto non »  Interest savingsfrom shorter maturities
government entity which can bendfit used for leesing contracts

» Cog ovarunrisk can beghifted from »  Timeand money savingsfrom foregoing
countiesto developer voter referendum for bond issue®

=  Demogrgphicrisk can beshifted from »  Timeand money savingsfrom
countiesto developer arcumventing exiding procurement

regulaions

»  |ncentivesto desgn-insavingsand »  Saesupport of public schodl condruction
gengraerevenuescan behuiltin viacontribution of lesse payments

= NorHraditiond useof public school space
during non-schodl time

»  NorHraditiond locationsof schod
buildings

»  Usedf paformance contracting

CaodgsUniqueto Public Private Partner ships

CaodsAttributed to Public Private Partner ships

which arenat Unique

Increesad issue codsfor certificates of
participetion and lesse revenue bondsvs
generd obligation bonds

Increeseinterest cogsdueto non-
goproprigtion dausein lease contracts

Prafit marginsof developersarenot
different, in prindipd,, from private sector
retunsfromany public contract. Net
bendfit/cod to taxpeayer isrdevart.

* InMaryland, bondissuesfor school construction do not usually requirevoter gpproval.



