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1. Introduction 

The city of Frankfurt has tendered a package of four schools which are already operational, the 

contract includes planning, design, construction, finance, operation and maintenance of the 

buildings and facilities.  

This case study describes and analysis the project ´PPP schools Frankfurt´ which represents a 

typical German PPP project. It presents the project and lessons learned for future PPP projects 

in Germany and abroad. Schools are a major focus of PPP activities in Germany as there are 

still enormous investment needs, restricted public budgets and major advantages of utilizing 

PPP type of arrangements for public sector investments in infrastructure, real estates and ser-

vices.  

2. Framework conditions for PPP schools in Hesse  

Due to the federal structure of the Federal Republic of Germany, there are the federal, state and 

municipal level with different framework conditions such as public funding, taxes and approval 

procedures. For municipal projects such as schools counties, cities or municipalities own prop-

erties and buildings and are in charge of allocating the pupils to different types of schools (e.g. 

primary/elementary, secondary and vocational) and to specific schools themselves. They are 

obliged to provide adequate capacities for all types of services. They are on the one hand  re-

sponsible for facilities management services including for instance cleaning, maintenance, op-

eration of utilities, supply and disposal. On the other hand they have the autonomy in personal 

matters, e.g. for the allocation of teachers, administration or maintenance under their budget. 

The state of Hesse is in charge of the curriculum and provides global and project specific subsi-

dies for investments to local authorities/municipalities which have to prove the appropriate use 

of funding. Teachers are on the budget of the state. The federal government provides additional 

subsidies, e.g. for extensions of all-day-schools or energetic rehabilitation of buildings and facili-

ties, which are a recent focus of federal funding schemes. These funding programmes can be 

included in long-term financial structures of PPP projects. 

Under European legal framework conditions local authorities/municipalities can tender projects 

as PPP but supervisory authorities such as the state audit office need to approve the projects 

before contract signature. They also assess if value for money is achieved in terms of the net 

present value (NPV) of lifecycle costs in comparison to the NPV of the estimated lifecycle costs 

of traditional delivery (PSC). 

3. Scope of the project  

The city of Frankfurt was facing the problem of major investment needs for schools due to old 

building structures and facilities, new fire protection regulations and safety requirements.  

As shown in the following table the project ´PPP schools Frankfurt´ is a package of three 

schools and an educational and cultural centre for a total number of 5.250 pupils. With a total 
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investement volume of € 108 million and a cumulative contract volume of € 248 million the pro-

ject is one of the largest PPP schools in Germany. Bundling of schools is now regularly used to 

package PPP projects with greater capital volumes in terms of investment needs and NPV.  

Project New build, Refurbishment, Operation, Maintenance, Financing of 
three schools and an educational and cultural centre 

Project size 5.250 pupils, 445 teachers and staff, 4 locations 

Procuring authority City of Frankfurt (Main) 

Contract period 22 years (2 years construction phase – 2007-2009; 20 years opera-
tional phase – 2009-2029)   

Project volume (cumula-
tive) 

~ € 248 million 

Investment volume ~ € 108 million 

Contractor Hochtief PPP Solutions/Construction/Facility Management 

 

Although the project was planned as refurbishment the concept changed to new construction of 

buildings and facilities as well as the refurbishment of some buildings and facilities. Including al-

so financing, operation and maintenance of buildings and facilities the whole value-chain of the 

assets is transferred to private sector partners.  

Every single project has a number of specific aspects in terms of construction, operation, main-

tenance and user requirements which makes the whole project large and complex.  

The following table gives an overview of the projects and their facts and figures. 

 Educational and Cultural 
Centre Höchst 

Carl-von-Weinberg-School Freiherr-vom-Stein-
School 

Heinrich-Kleyer-School 

User /             
type of school 

Friedrich-Dessauer-
Secondary-School 

Hall 

Public Library 

Adult Education Centre 

Comprehensive school Secondary school Vocational school 

Specifics Multiple shift usage of pre-
mises/rooms 

Olympic training centre, 
sports facil ities w/ competi-
tion requirements 

Urban development require- 
ments and limited site 
space   

Special requirements on 
rooms/facili ties and equip-
ment 

Gross floor area 
(GFA) 

New building: 15.100 sqm  

Refurbishment: 7.900 sqm 

New building: 10.000 sqm 

Refurbishment: 7.000 sqm 

New building: 11.000 sqm Refurbishment and recon-
struction: 31.000 sqm 

Number of      
pupils / users 

School: 800         

School library: 50.000 p.a. 

Hall: 60.000 p.a. 

Public library: 80.000 p.a. 

Adult Education           
Centre: 3170 

1.300 1.000 Full time: 350 

Part time: 2.150 

Number of  
teachers / staff  

School: 130,  

School library: 1 

Hall: 7,  Public library: 8 

Adult Education Centre: 10 

100 90 100 
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All construction services needed to be carried out during operation of the schools and facilities. 

Therefore relocation and storage services as well as interim solutions for the schools at seven 

locations had to be provided. The private partner has to assure a smooth and unobstructed op-

eration of the schools for 20 years. He has to deliver the whole range of facilities management 

services such as cleaning of premises and facilities, glass surfaces, outer areas and pave-

ments, maintenance of schoolyards, driveways and green spaces, janitor services, supply and 

disposal services, cosmetic repairs and the overall operation and maintenance of the facilities 

and buildings.   

Using a project finance arrangement, payment mechanisms are based on fixed monthly pay-

ments for services once the buildings are operational. Payments depend on the availability of 

buildings and services during school hours as well as during off times assuring extracurricular 

usage e.g. by sports clubs. The interim solutions were regulated beyond the normal operation 

and close to conventional patterns. The monthly payments can include penalties if defined 

standards are not achieved or if service is poor. If such failures or defects occur, they are re-

ported to a centralized and IT-based helpdesk. The private partner then needs to eliminate 

them, due to so called Service Level Agreements (SLAs) which regulate the user´s require-

ments concerning qualities and quantities of services including time spans for their elimination 

E.g. a broken window has to be repaired within xx hours or a graffiti on the wall has to be re-

moved or painted over within xx hours.  

4. Tendering process and relevant milestones  

Under European tendering law public sector projects with a capital value of more than € 

193,000 for services or € 4,845 million for construction need to be tendered European wide.  

Most of the German PPP projects are tendered under the negotiation procedure which includes 

the steps of tender notice, pre-qualification (PQ), invitation to tender (ITT), submission of indica-

tive bids, negotiations, invitation to submit a best and final offer (BAFO), contractual close and 

after approval of authorities financial close. PQ is used to select bidding consortia that are tech-

nically and financially viable to carry out the required services. The criteria for PQ and bid eval-

uation need to be published in order to have a transparent tendering process. To assure com-

petition during the whole process until contractual close it is important to keep an appropriate 

number of bidding consortia in the process.  

In case of the project ´PPP schools Frankfurt´ the negotiation process with pre-qualification was 

used. In April 2005 the tender notice was published, 30 bidding consortia have requested for 

participation which shows the big interest of private sector companies to invest into PPP in 

Germany but also proofing the strong competition. The city pre-qualified five bidding consortia 

and sent ITT to them in September 2005. Only four bids were submitted, one of them needed to 

be rejected so three bids were evaluated according to the published criteria. One result from the 

bid evaluation was that the new construction of some of the buildings offers more advantages 

than refurbishment of all existing buildings, as it was originally tendered. Due to an unsatisfying 
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performance of the preferred bidder and poor progress in the negotiations the process was de-

layed and binding periods of bids needed to be extended twice.  

Thus negotiations with the preferred bidder did not reach the expected results negotiations were 

aborted and the 2nd placed bidding consortia was invited to negotiations. Negotiations with the 

consortia of HOCHTIEF reached commercial close in April 2007. After approval of the city 

council financial close and contract signature was in July 2007. Construction was completed in 

August 2009 and all projects are successfully operational today.  

 

The following table presents the major milestones of the project. 

 Date/duration  Number of bidding 
consortia 

05/2004 Project Kick-off  

01/2005 Decision of city council to tender a PPP  

04/2005 – 08/2005 Tender notice,  

prequalification (PQ), invitation to tender (ITT) 

30 

5 

09/2005 – 01/2006 Indicative bids 4 submitted,  

3 evaluated 

02/2006 – 07/2006 Revised bids 3 

08/2006 – 02/2007 Negotiations with preferred bidder, 

two extensions of binding period 
2 

03/2007 – 04/2007 Change of preferred bidder, negotiations,  

best and final offer (BAFO), commercial close 

2 

1 

07/2007 Resolution of city council and          

financial close  

 

1 

08/2007 Start of construction phase  

08/2009 All schools are operational  

 

Even if shareholders of the special purpose vehicle are large multi-national companies, a major 

share of construction, operation and maintenance activities is sub-contracted to small and me-

dium sized enterprises (SMEs). The involvement of regional SMEs is typically a major public 

sectors objective as the construction industry and facilities management business in Germany 

are dominated by SMEs. For this specific project 348 sub-contractors were involved for con-

struction activities, 50% of these are from the region Frankfurt/Rhine-Main and 60% of these are 

SMEs. About 40% of the facilities management services are sub-contracted and about 30% of 

these services are sub-contracted to regional SMEs.  
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The structure of the project is presented in the following chart: 

 

 

 

5. Financial terms  

With a cumulative contract volume of € 248 million the project is relatively large-scale for Ger-

man PPP projects. The city of Frankfurt has a clear understanding of the advantages of project 

finance, so the project was tendered under a project finance structure. 

Finance of the project is split into five tranches one for each school and one for the transaction 

costs of the project to support transparency for all project related costs of the authority.  

Major securities for the city of Frankfurt are the equity invested in the project by the sharehold-

ers, a performance bond for the construction phase, and a performance bond during the last 

three years of the operation phase to guarantee the standards for project transfer and reserve 

accounts with restricted access of the special purpose company. Adding to that a constraint for 

syndication of equity and debt was contracted. 

In case of bankruptcy or contract termination the involved banks have step-in-rights for the spe-

cial purpose company. 

6. Conclusion  

After a successful start of operation the following lessons can be learned from the project ´PPP 

schools Frankfurt´:  

� Buildings were delivered faster in comparison to traditional procurement. 

� The project was delivered on time and within budget. 

� Service standards, quality and availability of buildings and facilities are very high. 

� Implementation of PPP requires sustainable willingness of politicians and administration. 
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� Involvement of users (school staff and teachers) in the definition of user needs and stan-

dards was need- and helpful. 

� A team of legal, financial and technical advisors was needed for the tendering process. 

� Specifications need to be output-based in order to access private-sector knowhow. 

One of the most important aspects for the city of Frankfurt is that the NPV of the PPP-contract is 

calculated to be 15 % lower than traditional delivery of the project. 

 


