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Terminology- Lots of Buzz 

Words

Á Privatization = Sale/Lease of existing public sector assets or òbrown 
fieldó transactions.  An existing public sector asset is operated and 
maintained by the private sector pursuant to a long-term òconcession 
agreement.ó  Much more than a management agreement.

Á Public-Private Partnership/PPP/P3 = financing and development by the 
private sector of new public sector infrastructure or ògreenfield 
transactions.ó  This term is also separately used to refer to a broad range 
of municipal economic development initiatives involving public and 
private sector resources.

Á Not a tax-driven leasing transaction ðPrivatization/P3 transactions have 
substance and important policy and political implications and involve a 
complete transfer of revenues, operational responsibility and risks to the 
private sector.

Á òEnterprise Fundó assets supported by user fees are among the best 
candidates for privatization and P3 transactions.
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Why Privatization and P3 are Likely Here to 

Stay

Á Limited governmental resources -- now more limited than ever

Á Our existing public infrastructure is aging and inadequate for 
future needs ðinsatiable demand for reinvestment

Á Continued reluctance by elected officials and the general public to 
increase taxes of general applicability

Á State and local governments face significant funding demands for 
pensions and other post employment benefits



Who are the Investors?

Á Strategic BuyersðMostly international corporations that 
design/finance/build/operate public sector assets

Á Examples include Ferrovial/Cintra, a large Spanish company involved in airports, 
parking facilities and toll roads as a developer, owner and operator

Á Financial Buyersðprimarily investment funds capitalized by public pension funds 
and other institutional investors

Á Examples include: Macquarie, an international financial institution and
infrastructure fund manager that has significant
investments in parking

Babcock & Brown (Australia)
Carlyle Group
Citi
Goldman Sachs
JPMorgan
Morgan Stanley
UBS

Á An enormous amount of private equity capital is available for American 
infrastructure investments ðimpact is further magnified by leverage

Á Some investment banking firms are facing potential conflicts of interest arising 
from being an adviser and an investor

Á Still a good time to be a òselleró



What Infrastructure Investors are Looking For

Three Categories of Infrastructure Assets
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Typical Privatization Structure

Á Long-term òconcession and leaseó of a public sector infrastructure asset ð
30-99 years

Á In exchange for an upfront payment, the òconcessionaireó assumes 
responsibility for operating and maintaining asset and collects and retains 
all revenues generated by the parking facility

Á Generally, a concession shifts all economic benefit and risk to the 
concessionaire

Á Alternatively, the concession compensation could be structured to include 
a stream of payments, thus sharing the risk and return

Á Rights and obligations of the òselleró and the concessionaire are set forth 
in a lease or òConcession Agreementó

Á Concessionaire is generally responsible for making capital improvements 
during the term of the Agreement, and to return the asset in good 
condition at the end of the concession

Á Concessionaire must satisfy detailed òOperating Standardsó relating to the 
operation and maintenance of the asset



The Chicago Experience

Á While Chicago has been aggressive in its approach to infrastructure 
privatization, it is important to recognize that the City has 
developed and implemented a unique model for conducting public-
private partnerships.  The Chicago model guides the selection of 
assets, business process and terms and the outcome of the 
transactions.

Á In selecting assets, Chicago has required that:

- Experienced and professional operators improve efficiency
and quality of service

- The transaction will produce a significant financial benefit to
Chicagoõs residents and taxpayers

Á So far this initiative has yielded an unprecedented infusion of $2.4 
billion for Chicagoõs taxpayers, and has enabled the City to retire 
debt, invest in infrastructure, establish cash reserves and fund 
programs for residents most-in-need

Á The City believes that investing these dollars in infrastructure today 
represents an important investment in the Cityõs future



Completed Transaction ïChicago Privatization of 

Downtown Underground Parking Garages

Á 9, 178 parking spaces in 
four underground garages 
located in downtown 
Chicago

Á Owned by the City of 
Chicago and Chicago 
Park District

Á First garage constructed 
in 1953; newest garage 
completed in 2001


