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| Introduction

Leaders throughout higher education seek insights into the growing energy P3
industry. Decision-makers exploring energy and utility development projects can
be empowered by having a “snapshot” of the market’s key metrics and emerging
trends. This report is intended to provide that snapshot.



Today’s Marketplace
How We Got Here

Building on the success of Brailsford & Dunlavey’s P3
Higher Education State of the Industry Report, now in its
seventh year, which focuses on housing and mixed-use asset
classes, this report turns the focus to P3s anchored by major
energy infrastructure projects. Over 75 percent of campus
leaders surveyed in 2023 by P3 EDU / The Chronicle of
Higher Education expect the use of P3s to increase on their
campus. Energy & Sustainability is one of the top areas of
interest, out-ranking even student housing and other real

estate development.

75%

Increasing P3s
on campus

Staying Decreasing P3s
the same on campus

This level of interest comes as no surprise given that between
utility costs, operating expenses, and capital renewal, energy &
utility infrastructure can account for 5-10 percent ofa campus’s
annual budget. Commodity purchases alone are typically one
of the largest non-labor line items in an institution’s operating
budget, so it's no wonder many institutions are considering
major projects to replace or redevelop key infrastructure.
Furthermore, over the past few decades, many campuses
have deferred system upgrades or repairs while navigating
other financial challenges, often using central utility assets
well past their expected life. Regional mandates, supply-side
shocks, emerging technologies, and institutional goals also
force campuses to consider systemic transitions away from
traditional fossil-fuel-based systems and towards modern
renewable alternatives. Many public institutions are finding
less and less direct capital support from their states, putting
additional pressure on institutional capital budgets. In this
context, institutions must look beyond low-hanging fruit
operational savings and towards more transformational
capital renewal programs. Public-private partnerships for

energy infrastructure offer a promising pathway forward.

Avariety of institutional and market factors are driving interest

in P3 energy solutions:

> Mission-critical, but not mission-centric.c A well-

functioning energy system is mission-critical to higher

education institutions to support learning, research,
residential, health care, and other core functions of the
institution. However, the energy infrastructure itself is
not mission-centric to most universities, making it a
strong potential fit for leveraging the private market while
institutions remain focused on direct components of
the mission.

> Macroeconomic and demographic shifts. Continued
challenges posed by rising interest rates and construction
costs, supply chain issues, enrollment pressures, and
demographic shifts constrain many institutions’ financial
capacity, driving interest in alternative delivery models.

> Federal Incentives. The passage of the Bi-partisan
Infrastructure Law (“BIL") and the Inflation Reduction Act
(“IRA") greatly expanded the availability of federal funding,
mostly in the form of project-based tax incentives. Private
partners are much better resourced to define and deliver
projects that can capture these lucrative incentives.

> Performance expectations in the 21st century. Buildings
and utility assets must deliver an increasingly wider
range of energy services to campus communities. From
a renewed focus on air quality in the wake of COVID-19
and now almost perennial wildfire smoke, the rise of
artificial intelligence and its growing appetite for power and
cooling to the implementation of ambitious sustainability
and decarbonization plans, the need for change (and
the enabling financial and human capital) has never

been greater.

While the interest in Higher Ed Energy P3s is strong, the
market is still relatively nascent, especially in contrast to
the well-established Campus Housing/Mixed-Use P3 sector.
There are comparably fewer completed Energy P3 projects
to learn from. This report intends to begin to change that
by providing an illustrative, data-driven snapshot of the key

themes in this emerging market.
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By the Numbers
Total Numbers of Deals and Deal Type

The following data was compiled by Brailsford & Dunlavey with
assistance from a range of other higher education P3 partners,
including the many development and advisory firms active in

this sector. While we cannot ensure that we have captured all .
Be located on, or be directly related to, a college or

energy-driven and/or related utility infrastructure projects, university in North America
we are presenting an indicative picture of the data set and the
state of the current marketplace. Involve one or more major energy
infrastructure projects’

First, let’s look at the number of deals in the study period and
Have reached financial close between January 2017

their breakdown by deal structure. Offsite renewable energy and December 2023

and onsite utility infrastructure projects made up nearly 90%

of all deals between 2017 and 2023.

'Large-scale renewable energy projects with a capacity of >=10 MW and campus energy infrastructure projects with known capital costs of
>=$40M.

2While we identified a few projects that closed before 2017, we lacked sufficient, comparable details required to include these older projects in
our analysis.
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By the Numbers
Regional Breakdown

There were 26 energy P3 transactions representing the following 32 Colleges & Universities:

Appalachian State University
Arizona State University
Boston University

Brown University**
Davidson College*

Dickinson College*
Duquesne University
Eastern Michigan University
Elon University*

Fresno State University

Georgetown University

Harvard University
Haverford College*
Lafayette College*

Lehigh University*
Louisiana State University
Loyola University Chicago
Michigan State University**
Muhlenberg College*

Ohio State University
Swarthmore College*

Syracuse University

* These schools are all part of one multi-campus project

** Engaged in multiple energy P3 transactions

Tulane University
University of Arizona**
University of Idaho
University of lowa
University of Maryland
University of North Dakota
University of Virginia
Vanderbilt University
Wake Forest University*

Washington and Lee University
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Themes
Time Horizon

Typical transaction terms for on-campus infrastructure
ranged between 30 and 50 years, reflecting the long-term
time horizon for energy assets. Ohio State, Eastern Michigan,
lowa, and Idaho led the long end of that spectrum with 50-year
deal terms. Large-scale renewable energy projects were
typically much shorter, between 10 and 25 years, generally
reflecting the expected commercial life of the underlying solar

and wind assets.

Many P3 financing partners appreciate the stability
and extended outlook of infrastructure assets. Their
financial backers often include pension funds and other
institutional investors who prioritize long-term returns over

immediate results.

Many P3 financing partners

appreciate the stability and extended
outlook of infrastructure assets.
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Themes
Energy Transition

Institutions across the higher education landscape are

increasingly looking to improve the energy efficiency of

their campuses and increase their use of renewable energy.

Drivers include:

> Operational Benefits: From reduced utility and O&M
costs to improvements in resiliency, flexibility, control, and
indoor air quality.

> Student Priority: According to a recent survey by the
Princeton Review, roughly 7 in 10 college applicants said an
institution’s commitment to the environment would affect
their decision to apply or attend.

> Policy Considerations: State-level laws and emissions

targets, federal incentives, and future regulations.

On average, the energy required to heat and cool buildings
can account for 50-75% of campus energy use and is often the
largest source of campus greenhouse gas emissions. Energy
infrastructure projects are required to make meaningful
improvements to energy efficiency and for the systemic
changes required for campus decarbonization. We see
evidence of campuses using P3 transactions to respond to

these trends in the data:

35% 65% 78%

include
demand-side
energy conservation
projects

included involved a major

renewable energy energy transition
generation or pathway to

assets decarbonization

Even when the core project does not include renewable

energy or decarbonization, P3 solutions are being planned

with a long-term view and future-proof design principles.

Spotlight: Henry Ford Health

For example, Henry Ford Health (HFH) located in Detroit
Michigan, entered into an Energy P3 to build low-temperature
hot water districts for new spaces. While the system will initially
use natural gas boilers, installing hot water technology rather
than steam means that in the future, the district can easily be
powered by geothermal exchange, solar or wind-generated

electricity, or other renewable energy sources.

Henry Ford Health is a large, non-profit organization using

alternative delivery for infrastructure to support 2.5 million +

new square feet of clinical, educational, and research space on

its growing campus. While HFH is not a university and is not
included in our P3 database, the HFH Energy P3 is a useful
example of a campus-like environment looking to leverage
alternative financing mechanisms to enable significant space

growth and provide flexibility in future energy sources
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Themes
Progressive Procurement

While some earlier deals included “hard bids” as part of
the procurement process, many recent energy P3s have
used some form of progressive procurement process. In
progressive procurement, a qualifications-based phase
is followed by a conceptual or indicative proposal. A pre-
development agreement allows the institution and the partner
to work together on project design before financial close. By
leaving the detailed pricing flexible until more information is
known, this approach can drive lower prices for universities
since proposers don’t have to build in large contingencies to

account for uncertainty risk.

Themes
Avoiding Pitfalls

The Higher Education Energy P3 sector has seen several
examples of lengthy procurements that did not result in
projects. These efforts consumed valuable time and resources
and were frustrating for both institutions and respondents
alike. Every project is different, and there are myriad factors
that may contribute to any cancellation. Still, there are some
lessons learned that the market can take forward:
> De-risking the approval process

- Establish the boards or governing bodies that need to

approve a P3 transaction.

- Secure buy-in and commitment across the organization
to protect the project from individual leadership role
changes or turnover.

> Goal alignment
- Clearly define the vision and outcomes for the project.
- Ensure university leadership has clarity of purpose for
pursuing P3 delivery.
> Progressive P3

- Structure the procurement process to enable creativity
and collaboration with potential partners.

- Align proposal requirements with the level of information
available at each stage. E.g., do not request pricing
commitments before sufficient scope and detail
are available.

> Risk Transfer Clarity

- Set up straightforward KPls tied to what partners

can control.

- Avoid complicated derivative metrics with high
uncertainty which will unnecessarily drive higher pricing.
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Themes
Financial Innovation

Monetization deals grabbed attention with several high-

profile examples of institutions receiving sizable up-front

contributions from partners in exchange for long-term

concessions. While monetization structures can be successful

in specific institutional and interest-rate environments,

recent creative P3 deals have shown that a broader and more

sophisticated range of financial solutions is now possible.

> Supplementary Capital: An energy infrastructure partner
can contribute additional funding for capital projects
related to but separate from the portions the partner will
directly operate and maintain. This could help close a
gap in a total project budget. Example: Eastern Michigan
University Comprehensive Energy Management program /
Welcome Home 2025 Plan.

> Scale: Energy P3s can deliver projects/programs of
various sizes. While investors and financing partners
typically prefer to deploy capital in large chunks rather than
minuscule individual projects, different firms may have
different minimum thresholds for project scale. Over 40%

of the P3 deals in our database were under $100M in scope.

> Ownership & use of IRA tax credits: With universities
increasingly focused on the energy transition, many
projects are now eligible for significant renewable energy
investment tax credits (ITC), which can be delivered via
direct pay perthe Inflation Reduction Act (IRA). Athoughtful
approach to deal structure and institutional ownership can
maximize the benefits and minimize the hurdles in actually
receiving the payment, which is awarded to tax-exempt
entities. Example: Appalachian State University Innovation
District (2023).

= ITC Insurance: A private partner can guarantee the ITC tax
credit value using new insurance products. This way, the
institution is not “at risk” for project capital if there are any
issues with the ITC, and the partner is motivated to ensure

ITC compliance and award.
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Founded in 1993, Brailsford & Dunlavey is a leader in implementing creative solutions for higher
education clients to maximize the value of their buildings, operations, and resources. We are
at the forefront of higher education P3 advising—shaping the customized deal structures of
today. B&D is listed among Engineering News-Record’s “Top 30 Program Management Firms”
and has been a finalist for the P3 Bulletin’s Technical Advisor of the Year award in 2017, 2018,
2019, 2023, and 2024.

BDCONNECT.COM

Higher Ed P3 Resource Center

B&D launched the Higher Ed P3 Resource Center as an educational forum for the sector—
college and university leaders, developers, and other stakeholders. Serving as a central, go-
to place for answers—or even the right questions to ask—the resource center offers articles
from industry experts, a P3 101 guide, infographics, presentations, and more. The Higher Ed P3
Resource Center serves as a library, housing information from throughout the industry.

P3RESOURCECENTER.COM

B&D would like to thank all the partner organizations that contributed data, insights, and input
to develop this report. We'd like to give a special shout-out to Coho Renewables, NORESCO,
Enwave, KeyBanc, Meridiam, Engie, Provident Resources Group, and TEN. If you would like
more information about this report or to have your firm’s projects represented in next year’s
report, please contact:

Dave Karlsgodt, Director
dkarlsgodt@bdconnect.com

Doug Kotlove, Vice President of Business Development and Marketing
dkotlove@bdconnect.com
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