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Defining the
Approaches



Design/Bid/Build/Operate [D/B/B/QO]

Selection of engineer to permit, plan & design project
100% conﬂact documents |ssuf'"?'
Selectlomof ;@neral contractomtc construct project

Selectlan Y of Englneer to provvde canstructlon
management services =N/

Finance project through SRF / GO / Revenue bonds if
Municipality

Operation of Facilities by Municipality / Industry
e



Design/Build [D/B]
Entity issues RFEI / RFP for design/build services
Entlty evaluates proposals & selects vendor

Vendor d%lgns & constructs projé@f
Entity provides construction management services

Entity finances project through SRF/GO/Revenue
bonds

Oﬁeration of Faclilities b¥ Municiﬁalitzl Industrg [ Vendor



Design/Build/Operate [D/B/O]

* Entity issues RFEI / RFP for design/build/operate services
Entity evaluates proposals & selectsyendor
Entity negotlates setwce contract thth vendor

Vendor desrgns constructs & op@rzftes prOJect

Entity prowdés construction managernent Services
Entity provides contract monitoring

« Entity finances project through SRF/GO/Revenue bonds



Why Consider
D/B or D/B/O ?



Lower Project Costs - Construction & Operation
Stabilize Payments [ User Fees Over the Long Term
Reduce an d/ﬁtTransfer '-;;i}»?fi'f’_' —_ ;

: “echnlc§1 -Environmental and Business Risks

Eliminate ( Ceﬂeerate / Mumupai ﬁespeh&blllty for
Wastewater / Water Treatment

Transfer the Wastewater / Water Asset Management to
Streamline Internal Operation




Avoid the Disadvantages of the Conventional Procurement

So

ICIt the “Better Idea”

Implement the Option for Quality Over Price

AC
Se

nieve Cost Competition

ect Vendor Offering “Best Value” Based on:

rQuality of Competitive Design

rQuality of Technical Proposal Submittals
rFinancial Strength of Parent Company (Guarantor)
rBusiness Merit of Contract Proposal



Savings in Time and Money Due to Single Point of
?esponsmlllty -- Quicker Response

nefficiencies of the Conventional D'j"‘ii:-:-"'gn / Bid / Build
Process Redgced - Filed Sub- blds 4\Iegotlat|on

Capital Conﬁf?ﬁﬁctlm Cost Savmgs N7

Operation an&ﬁalntenance Cost Sa\ﬁﬁgs |
rLabor Through Natural Attrition

rPower and Chemicals

rRepair and Replacement -- Proactive Approach



Single Point of Performance Guarantee

Single Point of Asset Management ResponS|b|I|ty
Englneermg Permittmg and DeSLgn Guarantee
Fixed Pm_;__e for Cmstructlon ,\fgf---:j__ i N S
Fixed O&M Serv rvu:é Fee PV mV/

Guaranteed Schedule for DeS|gn Constructlon Acceptance

Guaranteed Performance Over Flow and Loading Criteria
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Percelved Im*ff_enc)r le3|gn and Cons’trucuan Crlterla

Concern for a Reduction in Servu:e Level

Potential Loss of Jobs, Wages and Benefits



Full Service Operation and Maintenance of the
Designated FaC|I|t|es

Full Respensﬁ)ﬂtty forall “In3|de IheFence” Activities
""eyto Permit, Des+g

"_':Censtruct New

Full Resij’jen

Detailed Capltal Re pair and Replacement Program

Full Provisions “In-force” Until Last Day of Contract



Procurement of D/B --
D/B/O Services




Need a “Champion” With Vision to Initiate the Process

Preparation of “Baseline Analysis” or “Benchmark”
rForms Basis of Comparison
rDetalils the Impacts of Continuing with “Status Quo”

RFEI Document Prepared and Issued
Issue Request For Qualifications
Issue Request For Proposals




Identify Objectives

Review Facility Condition, Compllance History, Required
Capital lmpfeveme nts e

Conduct PEelimmary Analysms - &re Th_else Savings to be

\-"_

Reallzed?/ A— x/ —_\_
Assess Your ( @wn Ability to Effecttﬁe Requwed Change
Conduct Economic Analysis -- Benchmarks From Others

Decision to Proceed



Elicit Competition Among Service Provider Firms
Attract Proposals From Qualified / Responswe Providers

Obtain Terms of Agreement that Ve ‘_%_Establlshed
Objectt___\_/e3§ 2L \<
Develop a// W|n Wm Contract Thet Setves Both Parties

Provide an Environment for the Development of
Attractive Business Relationships

Demonstrate a Fair and Even Playing Field




Redefine Objectives

ssue RFI -- Generate Vendor Interest (Test the Market)
Define Key%usmess Terms & C@ndmons

)evel@p and L15511@3 RFP -- Mam P(;u_rgment Instrument
Evaluate ﬁropesals & Conduct lmerwews

Select Service Provider e

Negotiate Contract

Monitor Contract




Background and Objectives of Procurement

Description of Facilities
Scope of Services --- Construction & Operation
Performance Specifications

Schedule Requirements



Draft Contract, Key Contract Terms

Structure of the Deal

Procurement Process Description

Proposal Submission Guidelines and Criteria
Evaluation Process and Comparison Criteria
Cost Submission Guidelines and Procedures



Establish a Selection Committee

Conduct Technical Proposal Rewew

Conduct Ccsthposal Review - '
Contactﬂefeépences | Visit RefererieeLFacmtles
Perform \7élu_e Analy3|s _.:{ x_;;;-,:,a:
Develop Short-List / Conduct Interviews

Select Vendor



Completeness Review

Conformance to Technical and Schedule Requirements
Review gf qceepuons Taken
Conformam:e WlthMlnlmum Techmcal Scope ltems

QuahﬁCaWons _an'd/ Experlence of/lflrml PrOJect History
Quallflcatléns and Experience of Professionals Assigned
Merits of Technical Approach

Conformance with Technical Contract Principles



Total Present Value Cost Analysis
= Capital Costs & Operation and Malntenance Costs

Cair Representatlon of Future Cos&

3rOJec:tc-a(;l/ﬁ "'nual Debt Serwce R@pmsentatlon Capital
Comparlsdn to the Conventional Approach Benchmark
Sensitivity Analyses Conducted for Bracketing

Make Valid Comparisons




Short Term Perspective / Long Term Perspective

Quality vs Quantlty of FlnanC|aIs
Strength of Firm =T
nr{%tanEFﬂmJ\/lade Weak - Specnal Eurpese Company
n-WeaK Flrm Made Strong -- Solld%léarent Guarantee

Talk with Credit Analyst / Talk with a Rating Agency
Work with Source Materials



Public Entity Financing

Sources of Public Sector Capltal
- n-GeneraI Obligation Debt _\;
"'@evenue Debt

Ny n-CZozncessron Payments

Reveaﬂe Procedure 97 - 13;:
n-MaX|mum 20 Year Term, Renewals Allowed
r-Minimum 80% Fixed Fee

Credit Strength of Proposers/Vendors
e Y

%
wn'\._.



D/B/O Contracts




Well-defined Scope of Service

Highly Specific Performance Standards and
Attamable Pﬁrformance Guarantees

NecessarkSuretles - Construct\l\Qn and Operatlon

re-Labor }/a,ﬁdMaterlal Payment Bong/sél
anerformaaﬁe@e’Bonds ____
wBid Bond
r|_etter of Credit

r\/endor Parent Guarantee



Review / Oversight of Design and Construction

Well- Deflned Acceptance Testlng Requwements

Informatlorkand Reportlng Requmements

Perlod|c D@Sﬁng PTOVI sion / __h

Annual Operatlons Review by Independent Engineer

Well-Defined Arbitration / Dispute Resolution Provisions



Protection For Existing Employees

rAll Employees Offered jobs
rEqual or Beiter Pay/Benefits
rNO Lay ths for Ln‘e of Contract -- E)@ept f0r Cause

n-ReC()gn//Lt@hsOf EX|st|ng Unlons
r=No Loss @;fﬁe’morlty - -"f‘t_*s:::_ _:::%i%f“- =
r-NO Involuntary Transfer to Off-site Position
rAbility to Stay in the Public Pension System
rAbility to Remain Public Employees



“Make Whole” Provision

Termlnatlon Provisions
n-Cause _—_
re-Convenie -_:__? ivers
n-ExcessW/e Iﬁcrease In the Servu:e%’&al
re-Excessive Future Capital Modlflcatlf_,,_ T sts
r|nability for Entity to Pay

rNon-appropriation




Frequently Asked
Questions



How do municipalities procure D/B or D/B/O
services in Massachusetts (MA)?

 Current MA procurement laws do not allow for the
procurement of D/B or D/B/O services

 Municipality would be required to prepare, submit and
obtain special “Home Rule” legislation

* Legislation forms the framework for D/B or D/B/O
procurement & controls procurement methodology

+ Examples of municipalities that have obtained legislation
Include; GLSD, LWSC, Plymouth, Taunton and Holyoke



What are the typical results of a D/B/O procurement?
A better design for a WWTP
Significant savmgs In construction costs and O&M costs

A reducn@mﬁthe number of respansere J@aftles downto a
smgle vem;{@r | '-;_i::;;_.___\\\ Nl

DeS|gn a%‘cénstrdctlon proceeds rpe@eéqumkly

Multiple preap:esals & ideas from severabengmeenng firms,
notone

Competition from various vendors resulting in cost savings
to the municipality



What are the typical results of a D/B/O procurement
(continued)?

*Ability to negotiate, per special Ieglslat_lon the proposed
scope efserwces and cost with the selected vendor

. Abl]lty tegsglect hlgher cost alternagkve to gain higher

quahty /pzoﬁuct which may pmVIdeEwethrfg term O&M
costs il

o Transfer of certam risks from the mummpallty to vendor

* Provision for the protection of current labor force as
Identified in special legislation

_r

-.__,zz



How would municipality / industry ensure that a
quality facility is designed and constructed?

Describe preposed capital |mprovements In the RFP
Requure the%ndor to obtaln/comply vwl%h all permits
Descnb%’rie:des;gn standards to @@e&fof the capital

|mpr0vé’ments detalled speuﬂcaﬁons_,.

Descnbﬂﬁe construction standard_ TI) be used for
construction - detailed specifications

Provide for monitoring, testing and observation during
the conduct of the work



How would municipality / industry ensure a that
quality facility is designed and constructed
(continued)?

« Define the shop and field testing required along with the
standards of testing

* Define the level of QA/QC during the conduct of the work

* Define the start-up and acceptance testing guidelines to
be implemented



How would municipality / industry protect itself in the
contract?

» Carefully defined scope of services

¢ Requwementsi@r a Letter of Credit, F’erfanmance Bond, Labor
& MatenalsﬂD@yment Bond for both th@constrUctlon of capital

mprovemgﬁt%andO&M services /4; 4

« Well- deflnedéﬁerformance standards fearzevery phase of project
activities through the operating term

+ Reguirements for parent company guarantee which provides
for standing by the commitments made in the vendor proposal



How would municipality / industry protect itself in
the contract (continued)?

* Provisions for contract termination for convenience

* Provisions to arbitrate disputes

* Defined procedures to be implemented in the event that
future capital improvements are required due to
regulatory mandates, change of law, or force majeure

* Provide for “make-whole” provisions
* Provide for capital repair & replacement escrow
* Provide for independent contractual oversight



What level of municipal / industrial due diligence is
required to ensure a successful D/B/O project’)

revrew procedures =
: Re”q’i;ritre gp:andfreld testrnq wrih %pgereeprrate standards
* Active 6ohrtorrng of design & corr/ tructren functions
+ Establisha QA/QC program durrng desrgn and construction
 Conduct regularly scheduled meetings with the vendor




What level of municipal / industrial due diligence Is
required to ensure a successful D/B/O prOJect
(continued)? x

- Provide for detaﬂed start-up testlng and aéeeptance testing
§_/__-_-"-S---\t\ % INZEREN
gmdehnes IZN T i KA N7
* Active mQr/f torlng of the service conu/éct -—;{'"‘
+ Ensure the municipality has access to the: WWTP on demand

* Provide for the correction of service problems



How can municipality / industry ensure that its assets will
be in decent condition at the end of the 20-year contract?

Initial contract system inventory via written and video media
Asset condition assessment and criticality analysis
Provision for computer maintenance management system

Provision for full compliance of all permits and performance
requirements

Provision for MADEP approved staffing plans
Requirements for training of WWTP personnel



How can municipality / industry ensure that its assets will be
In decent condition at the end of the 20-year contract (cont)?

representatl’ves —x 2 _

Requwementsit@iperfopm all preventattve.—zcgnrect\ve and predictive
maintenance required forthe facility

Provision for tﬁe control of odors and notse Wlth the appropriate
penalties for non-compliance

Provision to respond to emergencies within 2 hours or less



How can municipality protect its existing wastewater
employees in the special legislation?

*All employees maintain employment

Equal or better pay and comparable benefits

Opportunity for advancement

Employee leasing agreement possible

Staff reductions due to natural attrition



DISCUSSION
QUESTIONS

JOE FRIDAY'

“THE FAC’ES AND
ONLY THE FACTS”




PROFITS, PROFITS

PROFITS

D/B/O VENDORS
RAISE THE RATES TO
BOOST THEIR
..,,-I.stGF!TS:r:h




FACTS:

MUNICIPALITY HAS CONTROL OVER RATES

PRIVATE FIRM NOT SELEEQ‘ED.FGR
HIGHER COSTS !’

FEES SET BY SERVICE CO

"_i-l-l_

RACT

CORPORATE 'GREED vs CORPORATE BLEED




OPERATIONS

PERFORMANCE

PRIVATE COMPANIES DO
NOT HAVE A GOOD
RECORD OF OPERATIONS
PERFORMANCE



OPERATION

PERFORMANCE

FACTS:

e MUNICIPALITIES HAVE A SIMILAR COMPLIANCE
ISSUES

e PRIVATE D/B/O FIRMS ARE VIEWED
DIFFERENTLY BY REGULATORY AGENCIES

 REGULATORY AGENCIES ARE MORE LIKELY
NOT TO FINE A MUNICIPALITY FOR NON-
COMPLIANCE OR BE VERY TOLERANT

* PRIVATE SERVICE CONTRACTS HAVE SEVERE
PENALTIES FOR NON-PERFORMANCE




OPERATION

PERFORMANCE

FACTS:

e MUNICIPAL ASSETS RECEIVE “CARE AND
FEEDING”

e PRIVATE COMPANY MUST INITIATE “ASSET
MANAGEMENT” TECHNIQUES

 MAINTENANCE OF EQUIPMENT NOT DEPENDENT
ON MUNICPAL AUTHORIZATIONS THAT ARE
“EASILY DEFERRED TO OTHER NEEDS”

 ASSET MANAGEMENT LEADS TO BETTER
COMPLIANCE




DISCUSSION

QUESTIONS

PRIVATE OPERATION
WILL RESULT IN A
Loss br TocaL
"+ CONTROL-




7%%} DISCUSSION

wY QUESTIONS

FACTS:

e “MORE CONTROL” IS GAINED THROUGH THE
SERVICE CONTRACT PROVISIONS

* MUNICIPALITY CAN “TERMINATE FOR
CONVENIENCE” g _m r

v B
e SERVICE CONTRACTIBAC P BY “FINANCIAL
GUARANTEES’? i 1

» SERVICE CONTRA CTsJigﬁ_“SEVERﬁ;

PENALTIE%"[FOR NON-PERFORMANCE




DISCUSSION

QUESTIONS

PRIVATE OPERATION
WILL RESULT IN A
LOSS. OF WAGES
AND BENEFITS




DISCUSSION

QUESTIONS

FACTS:

. ALL EMPLOYEES MAINTAIN EMPLOYMENT
+ EQUAL OR BETTER PAY AND BENEFITS

« OPPORTNITY FOR ADVANCEMENT

- EMPLOYEE LEASING ARRANGEMENT

+ STAFF RED UqfﬁréNs DUE TO NATURAL
| - g "-q._:-‘._-.l-

ATTRITIQ%.[ 5




INACCURATE

ASSERTIONS

Private Contracting COSTS MORE
than in-house services

Another attack on UNIONS
Private Firm MAXIM!EIN G.PROFITS

Social Costs ofﬁOﬂ:’fGES
Loss of IN-H _?'USE EXP ISE
Reducttqnl'm ACCOUNT?IBIZITY
Open Door to CORRUPTION




