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Introduction 

Around the world public-private partnerships, under various acronyms, are increasingly used to procure infrastructure and physical assets necessary to support public service, or as alternatives to traditional forms of public service delivery.  Partnership models are now used in the fields of education, student and social housing, healthcare, recreation, the military, energy, water, waste, sanitation, and transportation. This short course provides a basic understanding of the issues and instruments that fall under the rubric of public-private partnerships, commonly referred to as P3, with a focus on the following:  
· First, an examination of how P3s are being applied in different regions and continents and how the market for P3s is being shaped globally; 
· Second, an understanding of the different business models being utilized and how these models evolved; 
· Third, an understanding of the basis risk-sharing and financial structure that underpins the generic P3 model; 
· Finally, a look at such issues as technical innovations, risk assessment, management structures, pricing, and payment mechanisms.  No investigation of P3s would be complete without a discussion of the influence of political factors, many of which reflect deep–seated ideological views.  
Providing infrastructure is a global enterprise, largely driven by the migration of people to urban centers, the interaction between urban centers, and the pace of regional economic and social development.  Responsibility for providing and maintaining infrastructure is a complex matter involving many private and public organizations, political players, stakeholders, users, and interest groups.  Most will agree that infrastructure is essential to the health and well being of society whether through the delivery of clean water, health and education services, the removal of waste, or the provision of energy. Households rely on infrastructure to get to work and businesses rely on infrastructure for the movement of labor, materials, goods and services.  
The challenge is that there is seldom agreement on how to provide this infrastructure and who should bear the cost.  In the past, infrastructure was largely built by governments and paid for through taxation, special levies, or tolls. This is no longer the case as governments at all levels have a limited capacity to fund, deliver and maintain the infrastructure that is essential for a vibrant and robust economy and to sustain societal needs.  New arrangements are now emerging that utilize the best of the public and private sectors, access the private capital markets, and offer creative solutions to a whole host of infrastructure needs.  The supply of Infrastructure has been elevated to an international business of increasing scope, scale, and complexity.

Infrastructure is closely allied with real estate in many dimensions as both depend on the creation of a physical asset.  Infrastructure may be the “new” real estate and the gap between the two is closing.  Those who invest in these two alternative asset classes see the distinct similarities.  It is forecast that in Europe and North America infrastructure may become as big a part of institutional portfolios as real estate within the next 10 to 15 years
. 

Lecture Modules

The course is taught over a two-day period, 6 hours per day, and broken into 8 modules. The material is approached from a global perspective and represents best practices from various countries including, Australia, the United Kingdom, and Canada, 

· Infrastructure: A Global Perspective.  What is happening with infrastructure world-wide and why? Why are governments increasingly turning to public-private partnership arrangements? Are there differences in approach in deferent countries? What are the perceived advantages and disadvantages of this approach to infrastructure delivery? 

· Experience with P3s World-Wide. Where are P3 being used and for what types of projects? Where have P3s met with resistance and for what reasons? What is the experience in Australia, the UK and Canada where P3 are widely used? Who’s investing in P3s, in what forms, and what are the investor preferences? What impact is the current economic turmoil having on P3s?
· The P3 Model.  What is the P3 model? What is a Special Purpose Vehicle (SPV)? Why is this model largely standardized across industry sectors and the globe? What are the principles of risk transfer that drive the model? How is performance measured? Who pays, or gets paid, for doing what, and how do they get paid? Who are the key players and what are their respective roles?
· Risk Transfer.  What elements comprise the risk matrix? What risks in this matrix can public partners potentially transfer, and which ones are they likely to retain? How do private partners control and managing these risks? How are the respective risk-takers compensated for the risks they agree to acquire? What happens if circumstances change, default occurs, or early termination occurs?
· Payment Structures. How is a revenue stream structured and secured? What are availability-based payments? What are user-based payments? Can a public authority limit revenue payments or share excess revenues? How is service quality monitored and maintained? What are ‘Compensation Events and ‘Relief Events’? What are triggers a default and then what happens?
· Project Finance.  What is project finance? What are the features of this type of financing and how does it differ from other forms of financing? What are the benefits for public authorities and private investors of project financing? What are the sources of equity and debt? What is the scale of the market for project financing? What is the ‘financial model’ and what are model inputs and outputs? 
· Infrastructure as an Asset Class.  What are investors in infrastructure looking for? What does the universe of infrastructure look like? What are listed infrastructure investments?  What are unlisted infrastructure investments?  What are the benefits of investing in infrastructure? Why is infrastructure attractive to institutional investors?
· Issues and Challenges.  What is impeding the growth of P3s globally? Can governments expect better performance from P3s? What are the economic and financial issues dogging P3s? Why has a clash of values (ideologies) impeded the development of P3 in certain countries?  
� Mark Weisdorf, head of JPMorgan Asset Management’s Infrastructure Group. October 2011.
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