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I Length of Terms

AECOM has been involved in partnerships with public entities that have ranged from as short
as five years to as long as 30 years. Our experience shows that the longer the term of the
arrangement, the more synergies can be developed among the key stakeholders, and hence,
greater benefits will be realized by both the owner, in this case the City of Indianapolis, and the
private sector partner.

A longer term arrangement reduces the uncertainty for the private sector partner when planning
its investments and resources. The longer term allows more flexibility in amortizing costs and
mitigating risk, which should result in benefits to be shared by the partnership. A longer term also
allows the necessary adjustment in the organizational culture that must occur in both parties for a
successful partnership to be realized.

Conversely, it is almost impossible to anticipate, at the outset, all of the details that need to be
included in a long term contract. This would be particularly so in the case of Indianapolis, where
your program is large and complex, especially if the water and the wastewater systems are both
included within the scope of the partnership. The overall objective of any strategic partnership is
to have a relationship that is based on mutual trust and respect for each other’s capabilities. This
becomes difficult to sustain if either party finds that is locked into a long term contract that has
undesirable terms.

A suggested approach would be to structure the contract so that the initial term is a relatively
short period, such as a five year term, with the agreed intention that the contract terms would
be renegotiated on a regular basis. This would provide the flexibility to adjust the contract as the
requirements of the program unfold, thereby maintaining a healthy partnership over the long run.

Irrespective of the term that is selected, a true strategic partnership contract should have flexibility
built into it and, possibly, an exit clause to allow either party to bow out gracefully if the terms
become intolerable.
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