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March 15, 2010
John DeStefano

Mayor
City of New Haven

165 Church Street
New Haven, CT 06510
RE: 
Parking Asset Monetization / Privatization
Dear Mayor DeStefano:


Let me begin by complementing Larry Rusconi and his team for the energy and thoughtfulness that each brought to the process of seeking and evaluating the varied proposals to monetize (or in our case, privatize) the City of New Haven’s parking assets.   I would further congratulate the Gates Group on their creativity in bringing a new financing mechanism to bear on a City-generated income stream.   It is our understanding that the financial simplicity and execution timing of the Gates Group’s proposal offers the City the ability to realize a meaningful cash infusion under a very short timetable.  That cash will no doubt ease some of the immediate budget pressures that these difficult times have imposed on most cities around the country.


From the outset of this process over a year ago, our approach has been philosophically very different to that of the Gates Group.   That difference is best captured by the phraseology noted above – the Gates proposal “monetizes” an existing income stream, whereas the LAZ proposal sought to “privatize” the operation of the assets; and in so doing, to enhance the financial and operational outcome of the assets through private-sector experience, intensity and scale.  It is this intensity, experience and scale that allowed LAZ to increase the financial performance of the Chicago Underground Parking System by nearly 25% in the first year, and it is this intensity, experience and scale that allowed LAZ to transform the City of Chicago’s antiquated hodgepodge of 36,000 single-head meters into a state of the art system (allowing credit card and even cell phone transactions) in a few short months.


New Haven’s need for a financial transaction, as opposed to system transformation, is understandable in this time of crisis; however, it falls sorely short on the opportunity to bring about real enhancements to the meters and the City’s overall parking portfolio.   Upon a great deal of reflection, we believe their may be a way to accomplish both the objectives of monetization and privatization in tandem.  Our suggestion is to meld the particular advantages of both in a sequential approach.  Move ahead with the Gates transaction, allowing the certain incorporation of their cash payment into the budget process and June’s cashflow.   In addition, let LAZ pick up where we left off with your team, this time focusing on the value-add component of the meters, as well as the garages and lots.  The concept here would be to have LAZ step into, or backstop the City’s obligation of the fixed rent payments to Gates.  We may even be able to push Gates’ proceeds higher by offering additional credit enhancement to fixed rent stream that the City cannot.  In effect, the Gates Group’s infusion becomes the “debt” portion of the overall proceeds of a transaction, and the LAZ incremental component becomes the equity. 
LAZ would look to its original tenets of privatization and partnering with the City to share in the incremental economic benefits resulting from its private-sector intensity, experience and scale.  Shifting back to the key concept of operating all the assets as a unified and efficient system would result in some incremental upfront payment for a concession to operate all assets for a term co-terminus with the Gates Group’s financial transaction.   In this way the City would benefit from the certainty of the transaction, coupled with the benefits of the private-sector transformation, including a 50% share of the incremental rewards.  

The sequential nature of this concept allows the City “two bites” at the apple if you will; and while we believe it may be possible to complete both transactions under the June timetable, if the “privatization” takes a month or two longer, the initial infusion can fill the gap as scheduled.   
This approach is one that is bold and creative; one that could result in a model replicated by others and could as a real legacy for the current administration.  Once you have had an opportunity to consider this, we would welcome the opportunity to schedule a working session to move forward.     
Very truly yours,
Alan Lazowski

Founder & CEO
P4 Partners, LLC
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