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What is Port “Privatization” 

 
 United Nations Conference on Trade and Development issued 

“Guidelines for Port Authorities and Governments on the Privatization 

of Port Facilities” in 1998. 

 

• Defined Privatization as “the transfer of ownership assets from the 

public to the private sector or the application of private capital to 

fund investments in port facilities, equipment and systems. 



What is Port “Privatization” 
 Most Common Methods are: 

 

– Licenses and concessions 

 

– Leasehold contracts 

 

– Build-Operate-Transfer (BOT), Build-Own-Operate (BOO) and Build-Own-Operate and 
Transfer (BOOT) 

 

 Forms of Privatization  

 

– Comprehensive Privatization – private company becomes owner of all land and water 
areas and assets within that port area 

 

– Partial Privatization – part of the assets and activities of a public port are transferred 
(concession granted by a public port to a private company to build and operate a 
terminal or a specialized port facility) 

 

– Full Privatization – complete ownership of a facility or service provider is entirely in 
private hands (e.g. ownership of specific terminal facility) 

 

– Part Privatization – one facility is owned by the public port and by a private sector 
entity, e.g., a joint venture agreement 

 



What is Port “Privatization” 

 

 Revenue Backing 

 

– Specified Contractual payments 

 

– Lease 

 

– Tolls and fees 

 

– Project revenues 

 

– availability payments based on particular milestones or performance standards  

 

 

Source: United Nations Conference on Trade and Development; Guidelines for Port Authorities 
and Governments on the Privatization of Port Facilities. September 23, 1998. 



Infrastructure Finance Overview  

 

 

 

 

 Credit Crisis continues to have significant effect on P3 project 

financing, especially Europe  

 

 European sovereign crisis driving banks and concessionaires to 

sell assets in the secondary markets  

 

 125 Infrastructure Funds in the market, with roughly $90 billion + 

Co-investment rights from large pension, SWF, insurance LPs  

 

 

 



Infrastructure Finance Overview 

 US is dominated by tax-exempt financing and serves as the 

public sector baselines for all projects costs / risks  

 

 US $3 trillion tax-exempt market mindset is a major challenge in 

expanding P3 Infrastructure market development 

 

 US tax-exempt culture and public funds (federal, state, local) 

dominate public sector mindset 

 

 Risk transfer concepts are difficult to penetrate US public sector 



Infrastructure Finance Overview  

 Higher-rated ports, especially in the Aa1 range, typically have some type of 

governmental (state, county or local) financial support 

 

 Ratings for large container and container/cruise ports are generally in range 

from Aa2 to A2 

 

 Smaller ports and niche ports range from A3 to Baa3 

 

 

 

Source: Moody’s Investors Service  



Infrastructure Finance Overview  

 Historic sources of non-private funding 

 

 Federal 

   

– Terminals - Economic Development Administration grants, some Federal Highway 
funding for cruise, potential for Marine Highway funding) 

 

– Intermodal - ISTEA and iterations, TIFIA, TIGER 

 

– Channels – Corps of Engineers (GI, CG, O&M) 

 

 Non-federal  

 

– Tax exempt bonds 

  

– State or other local contributions, grants 

 

– Port operating revenue  



North American Port P3s 
 

 Public-private partnerships are clearly an emerging area of interest across the 
transportation industry, largely driven by lack of capital availability and the need for 
expedited implementation of transportation projects 

 

 Consideration of P3s for water transportation systems, including ports, navigation 
locks, inland waterways and related infrastructure, is increasing to improve system 
performance and respond to constrained public sector funding. Private-sector 
participation can provide needed capital investment 

 

 As government resources get consumed by other demands, an ever increasing 
option is innovative funding through public-private partnerships.  The past two 
decades have seen a steady increase in upfront private sector financial 
participation both for on-port projects and for connecting infrastructure 

 

 With limited government money available for transportation infrastructure 
development, public-private partnerships increasingly are being implemented to 
facilitate critical projects throughout the Western Hemisphere.  As public funds 
become tighter and tighter, there's a need to create options 

 

 While the structure of such partnerships varies, PPPs typically are able to bring 
projects to completion faster than if only the public sector is relied upon  

 
 

 

 

 

 



North American Port P3s 
 PPPs can be particularly effective in addressing off-port infrastructure needs - often with the port 

as an advocate rather than formal sponsor. 

 

 PPPs usually deliver benefits faster, but viewed alone, may not necessarily be cheaper for port 
projects, as port authorities have the advantage of access to tax-exempt financing. 

 

 The PPP structure will transfer substantial risk for construction overruns and the long-term cost of 
operations and maintenance to the concessionaire. 

 

 Similarly, as port budgets become stretched by the need to meet security mandates and other 
demands, port authorities are relying upon users to help finance infrastructure. 

 

 PPP-like models more conducive to certain activities with fee/toll/measurable quantity structures 

 

• Marine terminals 

 

• Intermodal terminals 

 

 Dredging has been difficult to tackle 

 

 

 



Maritime Facility Lease 

 The ubiquity of credit constraints for all 300 US ports is generating an 

emerging maritime specific finance product. 

 The concept provides a low cost solution, although +100bps higher than 

tax-exempt offerings, but utilizes a simple structured operating lease, which 

by construct does not impinge existing credit constraints or encumber debt 

caps.  

 The concept is port sector specific and allows the public sector to retain full 

control of the asset during and after end of the lease 

 The concept is a “Maritime Facility Lease”. 

 This operating lease is credit driven and enables various lifecycle 

investments for existing operations and related improvements, which often 

fall out of major capital programs because of the limitations of public 

finance. 

 

 

 

 



Risk Transfer 

 

 

 

 

Risk Transfer  



Risk Transfer in Value for Money 

 

 

 

 



European Infrastructure market 

Euro Zone PPP Market (17 Countries) 

  722 Projects completed since ’07  

  UK completed 277 projects alone  

  207 P3 projects actively in process  

  Predominant method worldwide 

  Decades of experience /  

  More standardized procedures / 

transparency / pricing / dominant method  

  Value for Money methodologies  

  17 member counties plus UK, Sweden, Switzerland, 

Norway and Hungary, Latvia (EU Zone = Austria, 

Belgium, Cyprus, Estonia, Finland, France, Germany, 

Greece, Ireland, Italy, Luxembourg, Malta, the 

Netherlands, Portugal, Slovakia, Slovenia, and Spain) 

 

http://en.wikipedia.org/wiki/Austria
http://en.wikipedia.org/wiki/Belgium
http://en.wikipedia.org/wiki/Cyprus
http://en.wikipedia.org/wiki/Estonia
http://en.wikipedia.org/wiki/Finland
http://en.wikipedia.org/wiki/France
http://en.wikipedia.org/wiki/Germany
http://en.wikipedia.org/wiki/Greece
http://en.wikipedia.org/wiki/Republic_of_Ireland
http://en.wikipedia.org/wiki/Italy
http://en.wikipedia.org/wiki/Luxembourg
http://en.wikipedia.org/wiki/Malta
http://en.wikipedia.org/wiki/Netherlands
http://en.wikipedia.org/wiki/Portugal
http://en.wikipedia.org/wiki/Slovakia
http://en.wikipedia.org/wiki/Slovenia
http://en.wikipedia.org/wiki/Spain
//upload.wikimedia.org/wikipedia/commons/0/08/Eurozone.svg


Canadian Infrastructure market 

Canadian PPP Market 

  94 Projects completed since ’07  

  $29.2 billion in value  

  15 P3 Projects actively in process (+$6.5B) 

  Political transparency in deal process  

  Standardized methods and procedures 

  Stable, well orchestrated tender process 

  Value for Money methodology  

  Resulting in a very competitive market 

from leading concessionaires 

 



US P3 Market 

  23 Projects completed since ’07  

  $17.3 billion in value (7 deals = $11.7B) 

  18 P3 projects actively in process ($18B+) 

  Highly Fragmented / political risk 

  Waning interest from concessionaires  

  Municipal Tax-Exempt mindset from 

public sector leadership 

  Munis serves as benchmark for Public 

Sector Comparator – undeveloped VfM 

 Little O&M; Lifecycle, massive deferred 

maintenance; risks borne by public sector 



US Infrastructure Dominated by Munis 

 





Global Project Finance Review  



Americas Infrastructure 

• PPP had an excellent early start with Chicago Skyway, Indiana Toll Road and more recently Denver 

RTD and Florida I-595 

• Recently it has been bogged down with difficulty: Pennsylvania Turnpike, first BART Oakland Airport 

Connector, Jackson Airport Parkway, Alligator Alley, Chicago Midway Airport 

• Today doing RTD, PR-22 +PR 5, Midtown Tunnel and Ohio Turnpike is most activity in two years 

• This is a municipal finance market. There is a clear tension between tax exempt financing/mindset 

and private sector financing.  

– Good example:  Long Beach Courthouse 

– Difficult example:  Norfolk Port 

• Several secondaries of debt portfolios and some equity sales 

• Direct investments now favored by some like CalPERS and Taft-Hartley union funds 

• Debt is a major hurdle and can be a competitive advantage 

– Tax exempt 

– TIFIA 

– PABs 

– Traditional bank 

– Mezzanine 

• A nation of special interests–stakeholder analysis/issues crucial 



2011 Infrastructure Transactions  

• Despite the apparent match of public infrastructure needs and 

private infrastructure interest, only one transportation PPP 

closed in the US in 2011.  It was the first P3 toll road brownfield 

project to close in the US since 2006. 

Project  Size Sector Description Competing Teams 

Puerto Rico Highway Package 

Phase One (PR-22,PR-5) 

(closed Sept 2011) 

$1.2B 

upfront fee 

+ 

commitment 

to spend at 

least  $56M 

on road 

safety in the 

first 3 years 

and $300m 

over the 40-

year. 

Brownfield 

Toll Road- 

40 year 

concession 

Goldman Sachs 

Infrastructure Partners II 

(GSIP II) (55%) and 

Abertis (45%) won the 

bid.  $750M of total debt 

from 12 banks (Banco 

Popular, Bankia, Crédit 

Agricole, ING, Intesa 

Sanpaolo, La Caixa, 

RBC, Santander, 

Scotiabank, SG, 

Siemens Financial 

Services and WestLB 

The 3 other shortlisted teams 

were: 

1.  CCR (Compahnia de 

Concessoes Rodoviarias) 

2.  Itinere and Citi 

Infrastructure Investors 

3. OHL and Morgan Stanley 

 

Other teams to respond: 

-JP Morgan Infrastructure -

Road Development of Puerto 

Rico (ICEIN/ CONCAY); 

-Interplan-Grodco-Consorcio 

Remix Development Group: 

-Grupo ODINSA.  
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