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ABSTRACT: The P3/P4 delivery tool is reemerging in the US market as a viable alternative for delivering
infrastructure projects. Congress recently passed enabling legislation in WRRDA 2014 to support the
application of alternative delivery mechanisms. USACE’s P3/P4 demonstration program seeks to respond
to the Congressional directive, but more legislation and policy changes are needed.
1 INTRODUCTION
Public-private partnerships (P3s) have been
important for executing surface and water
infrastructure transportation projects in the United
States (US) since 1792. P3s provide an opportunity
for increased investment through private entities
and/or non-federal sponsors in government capital
projects for accelerated delivery at a substantial lifecycle cost savings. P3 structures involve public
entities that act as granting authorities to contract
directly with a team of financiers, design,
construction
and
possibly
operations
and
maintenance service providers.
Public-public-private partnerships (P4s) describe
agreement structures in which 2 or more public
agencies work together to leverage authorities
unique to each agency to transact P3s. The US
Army Corps of Engineers (USACE) is pursuing P4s
in which USACE would enter into an agreement with
a non-federal sponsor (i.e., port authority, levee or
flood authority, etc.), while the non-federal sponsor
would develop and contract the P3. Given the
nature of the USACE asset portfolio and current
authorities, P4 will be an appropriate delivery tool
for many of its projects. The USACE P3/P4
demonstration program is being implemented by
means of existing project authorities. Initially,
through a pilot program, authorized under the
Transportation Equity Act for the 21st Century (TEA21) was called "Innovative Finance Program ۛ Test
and Evaluation Project (TE-045)", P3 was
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evaluated. This project came out of the Special
Experimental Projects No. 14 - Alternative
Contracting (formerly Innovative Contracting now
referred to as SEP-14). SEP-14 began in 1990 to
evaluate alternative delivery mechanisms. Later, the
Safe,
Accountable,
Flexible,
and
Efficient
Transportation Equity Act of 2003 (SAFETEA)
primarily facilitated P3s in the surface transportation
sector as we know it today (USDOT, 2004). Of all
the P3 transportation projects started in 2005, the
US has reached financial closure for 15 projects
since 2009 at a total value of $21B. Since 1989,
there have been over 100 P3 surface transportation
projects with a total value of $54B.
2 BACKGROUND
In 1792, the Philadelphia and Lancaster Turnpike
was chartered in Pennsylvania which triggered an
intense interest in the P3 delivery tool in the early
19th Century. During this time the country saw a
surge of over 100 turnpike construction projects.
The surface transportation sector (i.e., US
Department of Transportation hereinafter referred to
as USDOT) faced the reemergence of P3 interest
by Congress in the late 20th Century (1998).
USDOT evaluated P3 initially through a pilot
program authorized under the Transportation Equity
Act for the 21st Century (TEA-21) as Innovative
Finance Program ۛ Test and Evaluation Project
(TE-045).
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This effort grew out of the Special Experimental
Projects No. 14 - Alternative Contracting (formerly
Innovative Contracting now referred to as SEP-14).
SEP-14 began in 1990 to allow States DOTs to
evaluate non-traditional contracting techniques. .
Later, the Safe, Accountable, Flexible, and Efficient
Transportation Equity Act of 2003 (SAFETEA)
primarily facilitated P3s in the surface transportation
system as we know it today (USDOT, 2004). Of all
the P3 transportation projects started in 2005, the
U.S. has reached financial closure for 15 projects
since 2009 at a total value of $21B. Since 1989,
there have been over 100 P3 surface transportation
projects with a total value of $54B.
Similarly, the Erie Canal, a P3 navigation project
also initiated in the early 19th Century, created over
50 canal companies that participated as P3 partners
in this landmark groundbreaking inland waterway
system. This focus on navigation is credited with
building the vision, strength and capability of the
inland waterway in the US in the 19th Century which
ultimately
led
to
the
current
waterways
infrastructure. P3/P4s are inherently flexible and can
be designed for a specific need and goal of a public
project.

Key elements of a P3/P4 are long-term
concession by the granting authority to the private
concessionaire for delivery of a public service where
the concessionaire contracts with a 3rd-party. To
meet the delivery and performance obligations
under the concession, the project is privately funded
with up-front financing.

Figure 2: Canadian Council for P3s
There are two models on each end of the
revenue stream generation spectrum that constitute
a P3/P4 project: the User Payment Model, and the
Availability Payment Model. Projects apply revenue
generating models that range in variability across
the entire spectrum with hybrids bridging the two
extremes. The Availability Payment Model is
typically used for assets that need to be replaced to
transfer construction risk. The User Payment Model
is typically used when there is a projected use of the
public asset (i.e., a bridge, road or tunnel) and both
construction and toll risk is transferred.
2.1 Current Opportunity
The reemergence of P3 as applied to waterway
infrastructure is primarily driven by the ASCE Report
Card in in 2013 and credited to the need for
significant increased investment in the nation’s
water resources infrastructure just to maintain
operations and address rapidly deteriorating assets.

Figure 1: Erie Canal Lock, New York, NY
Some of the most popular delivery structures that
allocate risk to the partners that can best handle the
risk
include
Design-Build-Operate-Maintain
(DBOM), Design-Build-Finance (DBF), and DesignBuild-Finance-Operate-Maintain (DBFOM).
SMART RIVERS 2015 (www.pianc.org.ar/sr2015)
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The US Congress authorized a P3 Pilot Program
under Water Resources Reform and Development
Act of 2014 (WRRDA 2014). This 5-year pilot
program would identify at least 15 previouslyauthorized coastal harbor improvement, inland
navigation, flood damage reduction, or hurricane
and storm damage reduction demonstration projects
for private participation. This program could enable
innovative agreements with the private sector for
funding the construction of projects that have
already completed the planning phase.
The WRRDA 2014 pilot program requires
subsequent appropriations for implementation and
is intended to promote participation of non-federal
and private sector entities in alternative delivery of
previous federally authorized water resources
development projects. This participation would be
accomplished through execution of a project
partnership agreement (a legally binding agreement
between the Government and a non-federal
sponsor), with the federal government retaining
ownership of water resources assets.
A recognition of the rapidly worsening state of
waterway and other infrastructure assets in the US,
has compelled the intent to identify accelerated,
cost-saving project delivery alternatives that will
reduce the backlog of authorized federal projects
and improve the performance of the water
resources infrastructure.

Figure 3: US Vessel Delays at Locks
3 PILOTING NEW WATERS – WRRDA 2014
Section 5014 authorized the Assistant Secretary
of the Army (Civil Works) to enter into agreements
with non-federal interests, including private entities,
to manage the financing, design or construction (or
any combination thereof) of at least 15 authorized
water resources development projects (Darcy &
Bostick, 2015). WRRDA, as enacted on June 10,
2014, codified measures to accelerate traditional
SMART RIVERS 2015 (www.pianc.org.ar/sr2015)

project delivery as provided for in past WRDA
legislation.
These changes could impact the authority and
role of USACE in developing large Civil Works
projects. Since Section 5014 pilot program cannot
be implemented without new authorities and
subsequent appropriations, USACE has launched a
P3/P4 demonstration program to execute candidate
projects within the context of existing authorities as
well as determine what new authorities would be
needed to eventually transact P3/P4s within the
intent of WRRDA 2014.
The demonstration projects within the USACE
P3/P4 demonstration program are enabling a better
understanding of the options in different mission
areas to determine the feasibility of using P3/P4
concepts and tools. Efforts to date have proven that
the application of P3/P4s to complex Civil Works
infrastructure is amenable to tailored approaches by
business lines (e.g., Flood Risk management,
Hydropower, Navigation) than global one-size-fits-all
solutions.
WRRDA 2014 also included the Water
Infrastructure Finance and Innovation Act (WIFIA)
under Title V, Subtitle C, which authorized the
Secretary of the Army (hereinafter referred to as
USACE) and the Administrator of the Environmental
Protection Agency (EPA) to provide financial
assistance in order to carry out pilot projects.
Section 1043(b), contemplates a non-federal
implementation pilot program for construction,
Congress intended WIFIA to be a revolving loan or
loan guarantee fund on a priority basis to finance
non-federal implementation of the P3/P4 pilot
program.
WIFIA requires initial and ongoing appropriations
to become fully functional. Title V, Subtitle C also
authorized the USACE and EPA to set regulations
as they determined appropriate to carry out this
subtitle, similar to the Transportation Infrastructure
Finance and Innovation Act (TIFIA) program which
was enacted in 1998 as part of TEA-21 for surface
transportation projects. The primary challenge of
TIFIA was to balance the objective of advancing
surface transportation projects with up front
financing and to protect the federal interest when
paying off the debt. TIFIA's objective was not to
minimize federal exposure to risk but rather to
optimize exposure—that is, to take prudent risks in
order to leverage federal resources as stated in the
USDOT 2004 Report to Congress on P3s. The
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USACE and EPA are working together to develop
implementing guidance and structures for WIFIA.
3.1 Section 5014 – Water Infrastructure PublicPrivate Partnership Pilot Program
Section 5014, WRRDA 2014, provided for
consideration of a new method of project delivery
not previously available under prior legislation via a
pilot program.
Water resources development
projects contemplated include improvements for
coastal harbors, channels, inland navigation, flood
damage reduction, aquatic ecosystem restoration
and hurricane/storm damage reduction.
The purposes for exploring efficacy of P3/P4s
through a pilot program were: (1) to identify costsaving project delivery alternatives that reduce the
backlog of authorized projects, and (2) to evaluate
the technical, financial and organizational benefits of
allowing a non-federal pilot applicant to carry out
and manage the design and/or construction of such
projects Criteria established by Section 5014 for
pilot project candidates required that the Secretary
consider the extent to which the project: (1) is
significant to the economy of the United States; (2)
leverages federal investment by non-federal
contributions to the project; (3) employs innovative
project delivery and cost-saving methods; (4)
received federal funds in the past and experienced
delays or missed scheduled deadlines; (5) has
unobligated USACE funding balances; and (6) has
not received federal funding for recapitalization and
modernization since the project was authorized.
Section 5014 legislation required that a detailed
project management plan be developed for pilot
projects, including scope, financing, budget, design
and construction resource requirements necessary
for the non-federal pilot applicant to execute the
project or a separable element of the project. It
authorized execution of project partnership
agreements and outlined other provisions including:
developing a detailed project schedule; providing
technical assistance; identifying implementation
impediments; developing public benefit studies
before an agreement is executed; and, proposing
cost-sharing agreements.
According to WRRDA 2014, before an
agreement is executed, a determination must be
made as to whether the proposed project
partnership agreement is in the public’s interest and
will provide public and financial benefits, including
expediting project delivery and savings for taxpayers. The Secretary is required to provide
justification in writing to the Committee on
SMART RIVERS 2015 (www.pianc.org.ar/sr2015)

Environmental and Public Works of the Senate and
the Committee on Transportation and Infrastructure
of the House of Representative that, the proposed
agreement provides better benefits than a similar
transaction using public funding or financing.
Section 5014, WRRDA 2014 states that
subsequent appropriations are required to
implement the pilot program described therein.
These appropriations, to date, have not been
forthcoming. Supplemental legislation and policy
changes are urgently needed to effectively address
the constraints and impediments that prevent
executing a P3/P4 pilot program within the context
of WRRDA 2014. Examples of constraints and
impediments include restrictions relating to
generating dedicated project revenues, budget
scoring of availability payments, and limited
applicability to operating and maintenance projects
as well as new authorities allowing direct
partnerships with private entities in addition to
currently authorized contractual relationships under
the Federal Acquisition Regulations. Nonetheless,
the USACE continues to respond to Congress’
intent in WRRDA 2014 by robust engagement with
sponsors in exploring P3/P4s within existing
authorities under the P3/P4 demonstration program.

Figure 4: USACE Water Resouces Investment
3.2 Title V, Subtitle C – Water Infrastructure
Finance and Innovation Act of 2014 (WIFIA)
Title V, Subtitle C facilitates innovative financing
alternatives for P3 projects. It allows both the
USACE and EPA to enter into WIFIA loans and/or
loan guarantees for eligible alternative public and
private project financing. Both the Secretary of the
Army and the EPA Administrator are authorized to
provide financial assistance under this subtitle to
carry out projects. Eligible entities include:
Paper 03 - Page 4/11

“SMART RIVERS 2015”
Buenos Aires, Argentina, 7-11 September 2015

“

corporations, partnerships, joint ventures, or trusts;
federal, state or local governmental entity, agency
or instrumentality; tribal government or consortium
thereof; and, state infrastructure financing
authorities. The program is modeled after TIFIA
program for surface transportation which was
initially challenging under TEA-21 and later refined
under subsequent legislation, SAFETEA. WIFIA
requires 50% contributions from non-tax-exempt
sources, which is proving to be a constraint.
While EPA has expanded its guidance under the
existing Clean Water State Revolving Fund
(CWSRF) to meet the intended changes provided in
Subtitle C, USACE guidance is still under
development at this time. Because WIFIA requires
special appropriations, it remains to be seen if this
potential funding will be drawn from existing USACE
appropriations for a zero-based budget, thereby
detracting from execution of the current Civil Works
program, or if WIFIA appropriations will actually
increase the USACE funding cap.
4 LEARNING BY DOING
Over the past several years, USACE has
explored possibilities for implementing P3/P4
through the demonstration program. Success of the
program has been marked by the identification of
specific challenges to transacting P3/P4 projects.
Initially, USACE established four initial objectives for
implementing public private partnerships (Drott,
2014).
 Deliver, build and recapitalize more public
infrastructure by leveraging private sector
investments for optimal project delivery.



Improve infrastructure value by incentivizing
best practice design, timely completion and
operational efficiency by sharing project risk
with the private sector.
Improve infrastructure sustainability

Through experience in the demonstration program,
USACE further refined the intent of P3/P4s in
helping to address 2 national challenges.
 Existing infrastructure: sustain performance,
extend service life, and/or buy down risk for
the nation;
 New infrastructure:
accelerate delivery,
reduce life cycle costs, and achieve earlier
accrual of project benefits to the nation.
USACE learned by doing to identify specific
legislative and policy impediments to executing
P3/P4s
including
OMB
Scoring,
payment
mechanisms and availability payments, revenue
generation and ring fencing, and budgetability.
4.1 OMB Scoring
Existing OMB scorekeeping guidelines are based
on Federal Accounting Standards Advisory Board
(FASAB), Financial Accounting Standards Board
(FASB) and Governmental Accounting Standards
Board (GASB) basic lease accounting requirements.
Current OMB scorekeeping rules do not reflect
changes in accounting guidance made to consider
other service level agreement and concessions
contracts. Under the current accounting guidance,
P3 assets and liabilities should be accounted for in
the government balance sheet only if the
government bears most of the projects’ risk and
rewards. In simple terms, any up-front financing for
a P3/P4 involving a new or existing USACE asset
would be scored against the current year’s budget,
and the amount allocated to USACE out of federal
appropriations would be reduced by the same
amount for that budget year.
When scoring a privately financed infrastructure
project, OMB would carefully scrutinize the structure
of the transaction, including the specific terms and
conditions which allocate rights and responsibilities
between the parties. How OMB classifies the
contract (whether as an operating lease, capital
lease, or lease purchase) will influence how and
when budget authorizations and outlays are scored.

Figure 5: P3 Demonstration Project Constraints


Develop a culture of global competitiveness
and innovation in a highly partnered
environment.
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Current scoring practices
Circular A-11 establish that
obligation to acquire or use an
the budget authority will be
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legislation in the year in which the budget authority
is first made available in an amount equal to the
Government’s total obligations over the life of the
contract. The calculation of this “total obligation” will
vary depending on whether the OMB classifies the
project as an operating lease or capital lease, but in
both cases, the budget authorization contemplates
the totality of the government’s obligations relating
to the contract. In the case of budget-based
payments (i.e., availability payments), these
amounts would likely prove prohibitive.
OMB and Congress are concerned that P3/P4 is
being sold as a tool where communities can sell
themselves to the top of the budget prioritization list
by providing up-front financing.
Consequently,
current OMB scoring rules actually serve as a
disincentive for increased private investment in the
nation’s water resources infrastructure through
P3/P4s. However, P3 risk allocation continues to
evolve in a positive direction with the trend moving
towards accounting and scorekeeping guidelines
based on real risk allocation, similar to EUROSTAT
ESA95 guidelines. The USACE and OMB are in
discussions to resolve these issues with
scorekeeping.
4.2 Payment Mechanisms and Availability
Payments
The payment mechanism is one of the most
important tools for risk allocation, defining the
revenue sources that will be used to compensate
the private partner for both its costs and risks. It is a
critical factor in determining the financial viability
(“bankability”) of a project, as well as for designing
incentives and disincentives to ensure that
performance is aligned with desired outcomes and
service levels. While infrastructure projects typically
cover their expenses from one of three revenue
sources (user fees; government budget payments;
or commercial revenues), there is some uncertainty
about the ability to effectively employ these
methods.
For instance, common budget-based payments
(such as availability payments) involve multi-year
appropriation commitments and under a cash-based
budget system, the inability to make forward
commitments could present a problem for some
investors. While there are a number of measures
that can be adopted to address this risk, to better
leverage private investment, it would be helpful for
the USACE to be specifically authorized to commit
to long-term availability payments.
Moreover,
similar consideration should be given to authorizing
SMART RIVERS 2015 (www.pianc.org.ar/sr2015)

other payment mechanisms, such as enabling the
USACE to impose new user fees, make usage
payments, undertake performance payments or
even generate commercial revenues through the
creative use of assets.
4.3 Revenue Generation and Ring Fencing
The ability to generate and pledge revenues that
will be used to compensate the private partner for its
costs and risks is a necessary requirement for any
successful and sustainable P3/P4 program. At
present, the USACE is not permitted to ring-fence
existing user fees and dedicated taxes for specific
project purposes.
It is likewise not explicitly
authorized to assess new usage fees or charges
that might be utilized to compensate P3/P4
investments. Currently, most fees and excise taxes
assessed over the use USACE assets are either
deposited in designated Trust funds or sent to the
Treasury.
This situation, exacerbated by the inability to
assess new user fees, legally and functionally
impedes the USACE from transferring demand risk
to the private sector or engaging in any user-fee
based P3/P4. This limitation restricts the USACE to
budget-based performance payments which may
not always represent the best risk or incentive
structure for certain projects.
In order to facilitate the USACE in achieving
value-for-money through the application of the
optimal payment mechanism for the specific needs
of any specific project, it would be helpful if USACE
had the authority to commit project revenues to a
Trust Revolving Fund and Assess new user fees or
other
revenue
generating
mechanisms.
Implementation of user fees as a part of the P3
repayment source would require a policy change by
the government to modify the prohibition on tolling in
US Code (33 USC 565).
4.4 Budgetability
USACE needs a budget prioritization and
screening process that enables funding of
authorized projects that have high value to the
nation/risk reduction but do not meet current
benefit/cost ratio requirements for competing in the
federal budget process.
Projects that do not
achieve competitive benefit/cost ratios according to
current policies would most likely not receive federal
funds and be forced to obtain full private financing,
which pushes financial risk to the private partner. In
many cases the P3/P4 project revenue generation
structure may not be sufficient to make the project
profitable with full private financing. Consequently
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the project would not be executed unless a
profitable delivery tool/structure could be developed.
4.5 Limitations on Federal Navigation Systems
There are limitations relative to transferring
operation of water resources infrastructure because
of national security issues and prohibition against
real property instruments to secure private financing
of public improvements. The private sector partner
cannot use a federal asset as collateral for project
debt. However, it may be possible to use assets
procured by the private partner as collateral even
though it is integrated into a federal asset.

Waterway). The navigation component of these
waterways is increasingly competing with other
interests for use of the waterways. Providing a
targeted O&M program in a programmatic
assessment and prioritized way would be a positive
development. Assessing the current status of the
assets and funding improvements in a systematic
manner with an asset management program is also
needed and is currently under development.
Locks and dams also serve to create surface
water impoundments that are used for recreation,
drinking water, irrigation water, groundwater
recharge, drainage, flood control and other sundry
uses. One recent study sponsored by the National
Waterways Foundation attempted to quantify the
economic impacts of inland navigation (Kentucky &
Tennessee, 2014). Though the future demands will
change needs and utilization, the investment in
existing infrastructure is significant.
Failure to
maintain the existing system is generally viewed as
not being an option, with enormous risks to the
nation.
5.1 Deteriorated Infrastructure

Figure 6: IHNC Lock, New Orleans, LA
Current federal security regulations limit the
ability of non-federal employees to operate some
facilities related to national security, such as
navigation locks. The Code of Federal Regulations
(CFR) under Title 33, Part 207, establishes the
regulatory authority of operating navigation locks.
There are some locks, such as Cordell Hull Lock on
the Cumberland River in Tennessee which are
operated by contract personnel; however, regulatory
and legal authority remains vested in a designated
government employee. To reduce this issue as a
limiting factor, P3/P4 options currently being
explored for inland navigation are focused on
addressing backlog maintenance (e.g., lock gate
replacement) while the USACE continues to staff
and operate its locks and dams.

There are limitations with P3/P4s assuming risks
associated with deteriorated infrastructure where
significant future expenses are expected, with little
potential revenue. Large Civil Works projects can
often be prioritized with respect to improvements
however, such that the design life is extended well
into the future. P3 teams can often identify, assess,
rank and propose improvements that may be less
than what a typical design analysis would identify as
needed. By adding in the financial component, the
team can often propose solutions that are more cost
effective for typical repair or replacement on a
scheduled basis.

5 THE WATERWAYS PERSPECTIVE
Inland waterway systems are a small but
important component of the national freight system.
Consideration of P3 for entire systems is being
explored and attractive to industrial sectors (i.e., the
soybean association in reference to the Illinois
SMART RIVERS 2015 (www.pianc.org.ar/sr2015)

Figure 7: Collapsing Lock Wall, Illinois River
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Defining the basic requirements and objectives is
critical. Determining which facilities are better
managed by local, state or regional resources is just
as important. Divestiture of marginal facilities that
no longer warrant continued O&M is rapidly gaining
priority in the USACE’s asset management
program. Identifying how the proposed P3
demonstration projects fit into those priorities is just
as critical.

Figure 8: USACE Lock Unavailability
5.2 Aligning for P3/P4 Success
The inland navigation system competition with
respect to other modes of transportation is
unpredictable as it is directly related to increase
delays along the inland waterways. Congestion of
the other intermodal surface transportation systems
continue to climb as well. While some studies have
been executed (Committee on Reinvesting in Inland
Waterways, 2015) there is not a comprehensive
study that includes the entire intermodal system
which attempts to relate the role of inland
waterways to future transportation by regions or
waterways. When the alternate uses of waterways
are considered, cross utilization of the future of
inland waterway transportation is an unknown
parameter.
The USACE is tasked with developing a longterm capital investment strategy for the inland
waterways in Section 2002 of WRRDA 2014.
Section 2005 requires that the ASA (CW) organize a
stakeholder roundtable to assess and review issues
with the financial management of same. Section
2004 of WRRDA 2014 authorizes “Inland
Waterways Revenue Studies” and requires the
USACE to conduct a study of the potential revenue
resources, their benefits and implications, including
authorizing the issuance of federally tax-exempt
bonds secured against the available proceeds,
projected annual receipts, in effort to identify
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additional revenues for the Inland Waterway Trust
Fund (IWTF).
Commercial navigation is the primary beneficiary
of most inland navigable waterways and commercial
carriers impose significant marginal costs on the
system.
Charging
commercial
navigation
beneficiaries for the costs associated with their use
of the system is feasible. User charges may be
restructured in a variety of ways (Committee on
Reinvesting in Inland Waterways, 2015).
And
admittedly, user charges may impact secondary and
tertiary beneficiaries of the inland waterway system.
The benefit structures should be considered when
determining any P3 revenue streams through user
charges requiring close coordination with industry
and customers.
Ultimately USACE may find its greatest potential
success for achieving increased investment in
America’s waterways in facilitating P3s at the local,
state and regional levels with its role as lead
facilitator, but not necessarily sole, federal agency.
If it provides the tools such as training, workshops,
participation with professional organizations such as
the American Society of Civil Engineers (ASCE),
American Association of Port Authorities (AAPA),
Society of Military Engineers (SAME), then local,
state and regional authorities will better understand
the benefits to implement P3s/P4s for better
participation in waterway management.
6 CONFLUENCES AND MERGING INTERESTS
Privatized waterways have been constructed to
respond to transportation needs across the course
of American history. These former canal and
navigation companies, such as those who
constructed the Erie Canal, were efficient in meeting
the needs of commercial navigation. They generally
were profitable and heavily utilized until competing
transportation modes made them unprofitable or
national waterway developments circumvented their
purpose.
Combined forces have consistently been
demonstrated to be more effective than independent
efforts in these matters. While privatization is not
intended under Section 5014, private participation
and partnerships are required. There is extensive
utilization of P3s in other countries that have proven
to be both successful and efficient.
6.1 Converging Forces
WRRDA Section 5014 shows that converging
forces are at work to change the nature of how
water resources projects are planned and
Paper 03 - Page 8/11

“SMART RIVERS 2015”
Buenos Aires, Argentina, 7-11 September 2015

“
VI.
implemented. The metaphorical river has not only
created a new channel, but also has merged with
other rivers to create a force that cannot be
thwarted. The private sector interest in participating
and developing P3s has grown and the demand for
legislative intervention to provide the necessary
policies to implement P3 programs has increased.
6.1.1

Legislative mandates

Legislative initiatives to encourage P3/P4
participation have not only increased at the national
level, but at the state and regional level as well.

VII.

Whittier-Narrows Dam Safety and Water
Supply Demonstration Project;
Recreation Demonstration Project

6.1.2

USACE initiatives

The
USACE
has
demonstrated
great
earnestness in its interest to comply with legislation
and to implement demonstration projects. The
tasks to complete are significant. Translating the
program from Headquarters, down to Divisions and
Districts has been challenging. Combined with the
other WRRDA initiatives, addressing the larger
issues in Section 5014 have been difficult to
achieve.
6.1.3

Infrastructure investments

Investors are greatly interested in participating in
viable P3 efforts. Identifying potential sources of
revenues to recover the investments with interests,
while not assuming extraordinary risks, is more
problematic. The WIFIA initiative will help in this
effort; however, the timing of the two programs will
not be advantageous for implementation of Section
5014. Leveraging local public sponsorship
participation to achieve better financials has the
greatest potential for developing P4 projects.

Figure 9: P3 Authorization by State
WRRDA 2014 established stringent deadlines for
implementation of guidance and demonstration
projects. The FY 2015 House Energy-Water
Appropriations Subcommittee noted that the
USACE submit within 60 days after the enactment
of the Act, a report detailing work to date on
developing public-private partnerships generally and
on implementing Section 5014 specifically (including
a schedule for issuing implementation guidance).
The report was required to include a list of
demonstration projects being evaluated and a
detailed description of the goals, advances and
remaining challenges for each demonstration
project.
Currently, the USACE has identified some
demonstration projects:
I.
Fargo-Moorhead Demonstration Project;
II.
Great Lakes Sediment Management
Demonstration Project;
III.
Illinois Waterway Demonstration Project;
IV.
Sabine-Neches Demonstration Project;
V.
WD Mayo Hydropower Demonstration
Project;
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Figure 10: P3 Firms by Capital Base in Last 5Yrs
Local sponsors have an interest in assuming a
more active role in P4 partnership role with the
USACE to see local projects implemented. The
changed relationships in how the USACE relates to
the project will require substantive changes to
administrative policies and procedures. It has
demonstrated on previous projects that it can do this
successfully.
The Army Housing Program
developed innovative off-base housing competitive
projects as P3s that required design-build-finance
competitive proposals with minimum lease
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guarantees. The off-base housing initiatives resulted
in housing developments that typically had a greater
demand for occupancy than on-base housing
developments.
6.1.4

Public demands

Public demands for diverse waterway use and
large local Civil Works projects are increasing in the
face of declining revenues. These diverse uses will
necessitate involving potentially multiple funding
agencies with disparate purposes. Finding the
commonality in design and function is critical in
these large projects. For example, if a waterways
project can provide navigation, while improving
water quality and providing recreational benefits, the
project typically has more pros than cons. Projects
will increase in complexity, from providing for multimodal components to perhaps the tougher decision
to remove improvements, allowing nature to reclaim
an improved waterway.
There is a fundamental need to educate and
involve the public in the partnership to elicit public
support. P3 programs require public involvement.
The expansion of the number of partners in a P3
effort effectively requires extensive involvement of
the public, which ultimately determines the true
need for a project.
6.2 Consolidating Strengths
The USACE has an opportunity to implement a
program with the spirit of Section 5014 as a
successful P4 and path forward for future projects
under the P3 Demonstration Program authorized
under existing authorities. The task is significant.
Consolidating its strengths in partnership with the
private sector in planning alternate P3 program
templates provides the greatest opportunity. The
USACE is effectively advancing that process by
requiring demonstration project developers to
clearly make their case,.
Additional resources are needed to structure P3
guidance, evaluate funding options, and deliver
innovative solutions. Willingness and openness is
achieved in roundtable discussions with technical
expertise, as long as the inputs are supported with
"lessons learned" from other sectors, in order to
successfully structure an outstanding P3/P4
program for the USACE.
6.2.1

Changing Policies

Envisioning how the role of government, in
particular the USACE, changes with more public
private partnerships needs to be explored. It has
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not really been evaluated and creates uncertainty.
What is certain is that the role of the USACE
continues to change and will require a continued
active dialogue on the part of the USACE to develop
a viable program.
6.2.2

Promoting Policy Paths

Changed policies that allow user charges for
improvements that enhance and ensure navigability
need to be considered to create viable P3/P4
revenue streams. There are many key participants
already defined in the legislation that are now
involved in the planning process, such as the Inland
Waterway Users Board. To continue the dialogue,
the USACE should continue to expand its
participation with resource groups, customers and
stakeholders that can provide the needed strategic
planning initiatives or, at a minimum, ask the right
questions and provide viable alternatives for
consideration.
6.2.3

Expanding Partnerships

Policies
that
allow
integrated
project
development for a multi-purpose waterway
associated project with multiple agencies involved in
a coordinated effort without regulatory obstruction
needs to be considered. While this has proven to
be complex and challenging with implementing
projects, P3s have proven to be successful in
expediting public discourse and discussion, as well
as reaching consensus decisions.
Partnering and integrating USACE P4 program
managers, who are supported by their District staff,
with state water resource authorities, should be
encouraged. Changing the role of the USACE in
pursuing an active partnership with local agencies is
an essential requirement for successfully developing
P3/P4 partnerships.
Having an active line of
communication is the first step in that process.
(USDOT, 2004).
7 CONCLUSIONS
The P3/P4 delivery tool is reappearing in the US
market as a viable alternative for infrastructure
projects. USACE launched a P3/P4 demonstration
program leveraging existing authorities and
documenting new or revised authorities that would
enable full implementation of P3/P4s.
The
demonstration projects specific to the navigation
business line included a major rehabilitation of an
existing inland waterway, channel deepening at a
coastal port, and dredging and sediment
management on the Great Lakes.
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Congress recently passed enabling legislation in
WRRDA 2014 to support the application of
alternative delivery mechanism mechanisms, but
more legislation and policy changes are needed to
fully implement P3/P4s.
The coastal and inland waterways are critical to
the nation’s economy and global competitive
posture. P3/P4s for navigation projects require
special consideration for revenue generating
possibilities and potential funding sources. The
private sector is motivated to invest in water
resources infrastructure projects because of the
long term nature of the investment and the relatively
low risk. Ultimately USACE may find its greatest
potential
success
for
achieving
increased
investment in America’s waterways in facilitating
P3s at the local, state and regional levels with its
role as lead facilitator.

Kentucky, U., & Tennessee, U. (2014). Inland
Navigation in the United States; An
Evaluation of Economic Impacts and the
Potential
Effects
of
Infrastructure
Investment.
Arlington,
VA:
National
Waterways Foundation.
USDOT Report to Congress on Public-Private
Partnerships (December 2004)
This article expresses only the personal views of
Mr. Drott and does not necessarily reflect the official
positions of the US Army Corps of Engineers or of
the Department of the Army.

Figure 11: World Economic Forum Rankings
The US is ranked 24th out of the top 25 for P3
transactions. The private sector is motivated to
invest and it is apparent that partnering with the
USACE and its non-federal sponsors is the quickest
pathway for public-private-partnerships as the US
market has a high growth potential.
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