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ABSTRACT

A Study on Development of State-owned Real Estate
through Public-Private Partnership

- Focused on Comparison of Trust and SPC based Schemes -

Jeon, Han Joon

Major in Real Estate Finance and
Investment

Graduate School of Real Estate

Hansung University

The purpose of this study is to propose a newly improved
development method of wunderdeveloped and idle state-owned real
estate through public-private partnership("PPP”). This will promote
private participation in state-owned property development thus

strengthen public finance and national economy.

State-owned property ("SOP”) is closely related to the life of nation’s
people and has an enormous effect on the national economy. However,
according to a 2005 report by the Board of Audit and Inspection, a
substantial volume of national property is not being used or even
illegally occupied. This will undermine public finance and people’s
benefit.

In this context, by reviewing theoretical development in PPP or
PFI(Private finance initiative) and current status of SOP in Korea, this
study explains why national property should be developed through
public private partnership. Recently Ministry of Finance and Economy

which owns SOP is taking actions to improve institutional capability in

- CXI -



SOP development.
Identifying current problems in SOP/PPP development in Korea, this

study suggests some guidelines on what should be done about current
SOP/PPP projects depression. To attract more private partners to
SOP/PPP projects, specific suggestions are as follows :

1) It is necessary to diversify development schemes of national
property such as BTL scheme, Trust system etc., 2) to produce a
standardized business model for SOP/PPP development, 3) to help
sponsors and financial partners to invest in the projects for SOP
development by removing investment related regulation, 4) to present a
success model of the SOP projects and 5) to have a coordinator
between public and private authorities, who plays a role in activating
SOP/PPP projects.

On the basis of the above-stated guidelines, this study assumes that
there are two types of SOP business schemes on a legal condition in
Korea: one is Trust based-scheme and the other is SPC(Special
purpose company) based-scheme. It analyzes comparatively two
schemes in the aspects of development process, financing techniques,
and risk management. etc. This comparative analysis can be
summarized as follows :

1) Trust consists of one corporation that is a trust company while
SPC does of debt and equity investors that are financial investor,
strategic investor, and sponsors. As a result, they use different
financing tools and business structures.

2) Trust uses corporate financing while SPC does project financing.
Consequently lenders have a recourse to Trust but do not to SPC
investors.

3) SPC investors can transfer risks to partners who are best able to
manage them.

4) SPC investors can utilize diverse financing tools such as ABS,

Bonds, REITs etc. and refinance their debts and equities.
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In conclusion, it is more advisable for a public organization such as
KAMCO which is delegated to manage and develop SOP by MoFE, to
do SPC based(i.e. off-balanced) projects rather than its own balance
based projects for sustainable development. In other words, SPC
comprising KAMCO, MoFE, and private sector partners can develop
SOP projects most effectively.

Since a coordination of public and private interest is a key issue of
SOP/PPP development, KAMCO is required to play an important role
in coordinating and motivating PPP projects as well as in developing

state—owned real estate as a public developer.
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