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Source: Global Infrastructure Hub, Oxford Economics, McKinsey, Pottinger,

Infrastructure construction and renewal is a global priority, but a substantial backlog remains

Infrastructure investment has been a consistent priority for the G20/B20 process in recent years

$3.7 trillion

Annual spending needed 
to keep up with current

expected rates of growth

$750 billion

Estimated current annual 
global shortfall in investment in 

critical public infrastructure

89% to 106%

Current debt/GDP ratio of 
G20 nations such as 

UK, Canada, France, Spain and USA

$1 trillion+

Annual investment required in 
electricity networks and systems 

over the period to 2040
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Our recent infrastructure forums highlighted opportunities to reduce risk and accelerate delivery

Pottinger and the LTIIA convened private 
infrastructure forums in Sydney and New 
York which provided an opportunity for 
senior industry leaders to share their 
experiences and thinking

The discussions addressed common issues 
experienced around the world:

1. Infrastructure project pipeline 
development and prioritization

2. Address the typical shortfall in 
funding (ie “who pays?”)

3. Barriers to private financing

4. The identification and benchmarking 
of risk, and implications for projects

5. Decision-making – risk/return trade-
offs and project evaluation

This document summarizes ideas and 
observations arising from the forums

Governments, regulators and related stakeholders

Public and private sector operators and related stakeholders

Long term equity and debt investors

Long term equity and debt investors
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There are many common issues, highlighting the value of learnings from other jurisdictions

Energy, transport and social 
infrastructure are critical to 

global competitiveness

Infrastructure renewal is hard 
for many governments to fund 

out of short term revenues

This may be used to secure 
favored access to agricultural 

and other key resources

Investors can exert significant 
influence by funding critical 

national infrastructure

Foreign investment is one 
solution, but may generate 
new risks or other concerns

Countries that address these 
issues will have a material 

competitive advantage
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Policy and politics

Funding

Risk

Decision-making

Key themes from the New York forum highlighted the many challenges to be resolved

The USA has significant financial assets that could be 
recycled.  These include existing infrastructure loans as 
well as student loans, which could be sold to provide 
funding for critical infrastructure projects

No matter how important the project may be from a 
longer term perspective, politicians needs something 
that they can sell in the short term

Identifying funding sources is a critical challenge for 
projects in the USA, at local, state and national levels –
introducing new taxes remains politically challenging

Public sector delivery and PPPs are often considered as a 
binary choice.  In practice there are many intermediate 
structures that can be used to fund, finance and deliver 
major projects, allowing much more flexibility.

Allocating risk to the party best able to manage that risk 
improves projected economic outcomes significantly, by 
reducing the associated risk premium expected (whether 
in the private sector or the public sector)

Greater visibility of successful privately financed projects 
– both domestically and internationally – can help to 
build support for similar initiatives in the USA

Increasing use of availability payments highlights the 
importance of ensuring that such revenue streams are 
properly valued highly by investors (ie using very low 
discount rates)

Support from key stakeholders, including organized 
labor, is critical in ensuring that both public and private 
sector projects can progress on time and budget

Patrick Foye, Executive Director, 
Port Authority of New York and New Jersey

Jim Leech, Special Adviser
Canada Infrastructure Bank

Name
Title

Joe Hockey
Australian Ambassador to the USA

Martin Klepper, Executive Director
USDOT Build America Bureau
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Policy and politics

Funding

Risk

Decision-making

Similar issues and various potential solutions were discussed in Sydney

“Value capture” methods are typically linked to property 
price appreciation. An analogous approach can helpfully 
be extended to capture value that accrues in other ways 
to all relevant stakeholders, broadening the funding base

There are short term political rewards for pursuing the 
right long term strategy – these are equally applicable to 
both sides of politics

It is critical to identify potential funding sources at an 
early stage, and whether these are sufficient to 
underwrite the entire project

Traditional valuation techniques (ie DCF models) 
systematically undervalue the benefits and risks of 
longer term projects. This results in sub-optimal 
decisions and increases infrastructure costs over time

Asset recycling cuts through political sensitivities and 
potential public opposition. This allows assets with well-
established, low risk revenues to be monetized and the 
proceeds used to fund new critical infrastructure

Objective assessment of risks and new benchmarks for 
anticipated returns can help to improve decision-making 
for governments and investors alike

There are numerous critical projects competing for 
capital – most governments cannot simply borrow and 
recover the cost over time from general revenues due to 
credit rating and other constraints

Governments are often best place to drive permitting 
and other approvals – this this speeds progress and 
reduces uncertainty and risk

Former Director,
Infrastructure Investments, REST

Mike Mrdak
Secretary, Department of Infrastructure

John Sheehy, Nigel Lake, Mike Mrdak
and Eugene Zhuchenko

Brett Himbury, Mike Mrdak
and Frank Kwok
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*No direct rail link to Manhattan

New infrastructure can bring dramatic improvement in productivity and service standards

City centre to airport rail links (year opened): Rail/maglev journey times, distance and average speed

New York (2003)

60 minutes

15 miles

Subway + train*

15mph

London (1998)

17 minutes

17 miles

Train

60mph

Tokyo (1991)

60 minutes

42 miles

Train

42mph

Sydney (2000)

13 minutes

6 miles

Train

28mph

Shanghai (2004)

7:20 minutes

19 miles

Maglev

160mph

Cities and countries that don’t (or cannot) invest will simply fall behind



Discussion materialsCommercial-in-confidence

7

*Regulatory pricing regimes that allow investors to earn a “reasonable” rate of return on capital effectively transfer long terms risks associated with both capital and operating costs to customers

There are many ways the private sector can participate in the provision of public infrastructure

Policy 
options

Design OperateBuild Construction
risk

RegulateOwn Long term
risk*

Residual
ownership

100% public sector

Outright private sector delivery (unregulated business)Government

Government GovernmentBuild, own, operate, transfer

Government GovernmentLong term lease

Government GovernmentPrivate sector construction

Complete privatizationGovernment RegulatorCustomers

GovernmentBuild, own, operate, transferGovernment

Government GovernmentOutsourced

Outright private sector ownership (unregulated business)Government

100% private sector delivery
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n
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P

P
s
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There are seven practical steps that will have a dramatic impact on infrastructure delivery

Traditional DCF valuation methods are as outdated as infrastructure! The former undervalue long term effects, so they lead you to ignore 
projects with higher up front capex and lower long term operating costs and which will thus be the most productive over the longer term

Many risks can be objectively identified and their implications quantified. Doing this can be transformative to decision-making, as you 
shift from grappling with uncertainty to making choices with confidence regarding the range of realistically possible outcomes

The uncertainty associated with revenue streams can be objectively quantified too, with important implications for risk and valuation. 
Where income is essentially certain (as with availability payments), much lower discount rates can be applied, unlocking more capital

Very large projects can be privately financed, if you combine the above considerations. The best example is the Tokyo – Osaka shinkansen 
network duplication – a US$80bn+ project entirely privately financed by JR Central

It is critical to be able to tell a clear, simple, long term story. There is clear evidence that voters respond positively to well-reasoned policy 
measures that are not overly politicized. In the meantime, beware short term point-scoring in opposition: it will haunt you in government

Be prepared to look objectively at all funding options, as there is rarely a perfect way to fund a given project. Then choose the best (or 
least worst) combination. Thus you frame the debate as “how to afford the infrastructure”, rather than whether to build it at all

Have the courage to lead where others fear to tread. In many jurisdictions, leaders across the political spectrum have been rewarded at 
the polls for bringing forward well-reasoned long term plans, and then executing them resolutely. 
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Our senior team in New York and Sydney has long and varied infrastructure experience

Pottinger team – a few infrastructure highlights

John Sheehy, CEO - SYDNEY

 Global M&A, business development and strategy advisor. 
Experience in UK, Russia, USA, Latin America and Australia

 Recent experience advising Cochlear on its unsolicited proposal to 
the Australian Government to acquire Australian Hearing

Nigel Lake, Co-founder and Executive Chair – NEW YORK

 Extensive track record in M&A globally, including resources, 
infrastructure, energy and regulated assets

 Deep expertise in government policy, infrastructure, risk analysis 
and assessment and transaction structuring

Gerry Grove-White, Special Advisor, Energy 

 Extensive commercial experience, including as CEO/MD, across 
nearly all energy technologies and many countries

 Significant project financing and commercial/ contractual 
negotiation experience

Andrew Agnew, Senior Advisor, Infrastructure

 Extensive experience of financing financial institutions

 Wide-ranging infrastructure financing expertise

 Previously head of Financials/Infrastructure, ABN Amro, Asia Pac

£1bn1995 Scottish Power: Successful hostile bid for Manweb

£1.6bn1996 Scottish Power: Successful bid for Southern Water

£100m1997 MEB: Various acquisitions of hydro-electric power in Spain & Portugal

$4.3bn2011 QUU: Five way merger - largest ever water transaction in Australia

N/A2006/7 Tata Power: Chief Operating Officer

$10bn2012 Dep’t Infrastructure: Advice on Melbourne Metro rail project

$6bn2013 Australian Treasury: Advice on Qantas’ request for financial support

$10bn2014 Australian Government: Advice on innovative funding for Inland Rail

N/A2016 Hunter Water: Sale of KIWS – first outright water sale in Australia

N/A2017 Itochu: Sale of KIWS – first secondary water sale in Australia

N/A2017 Foxtel: Optimization of satellite assets

>1GWNow Photon Energy: Advising on funding for a 2GW solar PV portfolio

$2bn2012 Dep’t Infrastructure: Advice on Legacy Way road/bridge project

$1bn2015 Origin: Advice on valuation of Latin American power portfolio
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We can help you to identify how best to fund, finance and deliver major infrastructure projects

When someone says “That won’t work here”, remember that this usually means “We haven’t tried it yet…”

Nigel Lake, Executive Chair, Pottinger

Commercial
perspective

Early analysis of funding sources, business models and commercial viability, to enable selection of the most viable solution,
and to identify areas where private sector involvement can have the most impact on accelerating and/or de-risking delivery

Funding
analysis

Independent and comprehensive analysis of potential funding sources (not financing), and assessment of potential value of 
resultant revenue streams in the hands project partners, supported by global market soundings as required

Risk
analysis

Objective and independent identification and analysis of key risks and interpretation using advanced statistical analysis.  We 
then translate this into actionable advice in relation to optimal capital structure, valuation, risk mitigation strategies etc

Innovative
structures

Identification of innovative approaches that better match risks with parties best placed to manage them, and which unlock 
projects by identifying how best to leverage available funding sources and private sector risk appetites

Technical 
expertise

Wide-ranging technical, subject-matter and valuation expertise in key industries, including power, water, transport, 
telecommunications etc
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Pottinger’s advice helps leaders unlock growth in the face of uncertainty

“I have dealt with a number of corporate advisory and investment banking firms 
over the last ten years as a CEO and Senior Executive. 

Pottinger has stood out as a firm that has brought to the industry 
a very different customer value proposition, 

one that focuses on optimizing the outcome, as well as the process, 
for the client rather than the firm.” 

Nigel Lake
Executive Chair
+1 929 250 3800
+61 2 9225 8000

Cassandra Kelly
Senior Advisor
+1 917 345 2745

John Sheehy
CEO
+61 2 9225 8015
+61 2 9225 8000

For further information, or for a copy of our more detailed policy development toolkit and case studies, please contact one of:


