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Index

A

Accounting Principles Board Opinion No. 18
(APB 18), 112

Accounting Research Bulletin No. 51 (ARB 51),
112

Ad hoc regulation, allowance. See Toll rates
Advisors, 65–68.

Global leading project financial advisors,
66–67

ranking, 67t
After-tax cash flows. See Incremental after-tax cash

flows
streams, basis, 178

After-tax costs. See Debt
Agency conflicts (resolution), contracts (usage), 50
Agency costs, 17, 24f

reduction, 17
Agency theory, 47

instruction, 51
Agent-principal relationships, 51
Alcan Aluminum Limited, sponsor, 422
All-equity financed project, 153
Amended/Restated Turnkey Construction Contract.

See Indiantown Cogeneration Project
Amerada Hess Corporation, sponsor, 424
American corporations, preferred shares, 428
Amortization expense, 143
Annual coverage tests, 138–139

usage, 173–174
Annual management services expenses, 305
Annual operating expenses. See Coal/ash disposal
Annual operating revenues. See Thermal energy sale
Annual operations/maintenance expenses, 304
Annual rated project debt issuance, 56f
Appraisal drilling decision date, 191
Appraisal wells, drilling, 188

option, value, 201–204
Armco, Inc., sponsor, 423
Arm’s-length agreements, 397
Asset-liability management, 288
Associés commanditaires, 344
Asymmetric information, reduction, 19–21
Atlantic Richfield Company, sponsor, 424
Average risk, 154

B

Bank capital regulations, 209
Bank credit facilities, 321
Bank debt, 41
Bank facility lead arrangers, 65, 66t
Bank for International Settlements (BIS), website,

441
Bank loans, 214–219

arranging, 66
comparison, 222f
facility, 126
syndicators, ranking, 218t
terms, 217

Bankruptcy, 25f
Banque Indosuez, 366, 369, 382
Banque Nationale de Paris, 366, 369, 382
Base Case Projected Operating Results. See

Indiantown Cogeneration Project
Bechtel Enterprises, 293
Bechtel Power Corporation

obligation, 300
responsibility, 289, 291–293

Beta. See Common stock
estimation, 155t
reflection, 151
unleveraged, 155

Bilateral agencies, 321
Binomial lattice

construction, 191
form, 192–193
three-period binomial lattice, 191f
usage, 198

Blockage events, 334
Board of Control, actions, 295
Boeing, forward market hedge (outcomes),

271t
Boise Cascade, cogeneration projects, 9
Bondholders, conversion, 255
Bonds

exchanging, 255
posting, developer requirement, 284

Bonneville Power Administration (BPA),
83

Borrower, credit strength, 216
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Borrowing capacity, 130–135
estimation. See Projects
examples, 132–134
usage, 173

Breakeven price, 73
Brent Crude Oil, current price, 194
Brent Crude Oil, price 1996–2006, 192f

volatility, 193
Bridge loan, 216
British Petroleum Company (BP), sponsor, 424
British Rail (BR), 375

guarantees, 380
British thermal units (BTUs), requirements, 101
Buffer subsidiary, 114
Build-Operate-Transfer (BOT) model, 281
Build-Transfer-Operate (BTO) model, 281
Business liabilities, 109
Business risks, 76
Business trusts, 428
Buy-Build-Operate (BBO) model, 281
Buy-sell arrangement, usage, 211

C

Caisse des Dépôts et Consignations, 366, 392
Caithness Corporation, sponsor, 413
Call options, 188–190, 251–255

exercise value, asset value (dependence), 253f
Canada, federal government (funds, supply),

278
Canada Hibernia Holding Corporation, 277

sponsor, 416
Canadian Arctic Gas Pipeline, 93
Canadian Federal Government, public benefits,

397
Capable management, availability. See Project

financing
Capacity rates, schedule, 303t
Capital

budgeting decisions, 143
cost, 70, 165, 167

incurrence, 199
expenditures, 190
investment, present value, 188
local sources, 237–238
market. See International capital market
subscription agreement, 98–99

Capital asset pricing model (CAPM), 151–152
Capital assets

depreciation, 150
purchase, 141

Capital structure
choice, 46–47
importance, 48–49

Carried ownership interest, 275
Cash deficiency agreement, 92, 98
Cash distributions, size, 177

Cash flow.
analysis. See Discounted cash flow analysis
availability, 81, 322
characteristics, 1–2
Incremental after-tax cash flows, 142–148

example, 143–144
tax considerations, 142–143

Incremental cash flows, 144–147
analysis, example, 147–148

profile, 125
projections, 170–171

preparation, 164–171
streams, contrast. See Projects
timing, differences, 161–163

Cash flow after tax (CFAT), 146–148
Cash outflows, projection, 164
Caulkins Indiantown Citrus Company, 289
Channel Expressway, 369
Channel Tunnel Bill, passage, 383
Chase Manhattan Bank, loan, 83
Check-the-box regulations, 111, 118–119
Chevron Canada Resources, sponsor, 416
Chevron Oil, sponsor, 424
Chicago Board of Trade (CBOT), 257
Chicago Mercantile Exchange (CME), 257

website, 441
Churchill Falls Power Project, 406t–411t
Claim dilution, risk, 50
Clawback agreement, 99
Clearinghouse, 259
Closed-end investment trusts, 219
Club Mediteranée, risk diversification, 358
Coal and Ash Waste Transportation Agreement,

302
Coal/ash disposal, annual operating expenses,

304
Coal-fired cogeneration facility, 293–296

construction contract, 300–301
Energy Services Agreement, 299–300
equity contribution agreement, 295
equity loan agreement, 295
Management Services Agreement, 301–302
Operating Agreement, 301
partners, distribution, 295–296
partnership, management, 295
P&L, allocation, 295–296
project development, 293
project operations, 294
Steam Purchase Agreement, 299–300

Coal Purchase Agreement, 298, 302
Coca-Cola, Bev-Pak contracts, 5
Cogeneration Project, 85–86

annual interest, 174t
cash distribution, 168f
cash flow projections, assumptions, 170t
construction loan drawdown schedule, 166t
debt service coverage ratios, 174t
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financing support, contractual agreements, 100f
impact, 100–102
income allocation, 168f
initial capitalization, 167, 168f
liability, 119–120
long-term financing, sources, 168f
losses, allocation, 168f
ownership structure, 120
passive equity investors, annual after-tax cash

flow, 176t–177t
projected operating cash flows, 172t
sponsors

annual after-tax cash flow, 180t–181t
expected rate of return, analysis, 179t, 182t

total project cost, 166t
Cogeneration project, excess electricity, 28
Co-issuers, 313f
Colonial Pipeline Company, 402t–411t
Columbia Gas, ownership interest (sale), 278
Comalco Limited, sponsor, 422
Commercial completion, 91
Commercial Interest Reference Rate (CIRR),

233f–234f
Commercial paper financings, 98
Committed investment funds, 211–212
Common equity interests. See New York Insurance

Law
Common stock

beta, 152, 154
public trade, 154

Communication problems, project financing
(impact), 19–20

Community of interest, 14
Competitive products, review, 72
Competitive weaknesses, 65
Completion, security arrangements coverage, 91–92
Completion agreements

obligors, relationship, 402t
terms, summary, 402t–405t

Completion risk, 76–77
impact, 323–324

Comprehensive credit facility, 216
Computer modeling, 73
Concession agreements, length, 40t

comparison, 43f
cumulative probability distribution, 42

Conseil de surveillance, 344
Consolidated multicurrency loan facility, 125
Constant purchasing power, 171
Construction

contracts, 100–101
length, 40

cost, 71–72
drawdown schedule, 165, 167
financing, 126–127
risk. See Tribasa Toll Road Project
start-up, 76

Contingent amortization schedule, 333
Contingent claims analysis, 47
Contingent sinking fund, 128
Contracts

length. See Projects
necessity, 14
usage. See Agency conflicts

Contractual agreements. See Cogeneration Project
accounting treatment, 8

Contractual undertakings, 89–90
Control benefits, 15
Control requirements, 316f
Convenience yield, 193
Conventional project, 159
Conversion price, 255

adjustment, 255
Convertible bonds

bond value, 256f
conversion value, 256f
market value, 256f
valuation, 255–257

Convertible preferred stock, 256–257
Convertible securities, 255
Conzinc Riotinto of Australia Limited (CRA),

sponsor, 415
Corporate debt, default rates (comparison). See

Project debt
Corporate finance tools, 46–48
Corporate financing vehicle, 116
Corporate loans, 51
Corporate organization, effectiveness, 21–22
Corporations

accounting considerations, 112–113
tax considerations, 113–114
usage, 111–114

COSO Funding Corporation, 225
Coso Geothermal Project, project financing,

413–415
Co-sponsors, negotiations, 277
Costain Coal, 302
Cost of capital

calculation, 156
sample, 152

estimation, 153–156
formula, 149–150

Cost of debt, estimation, 150–151
Cost of equity, estimation, 151–152
Cost-of-service contract, 94t, 96–97
Cost-of-service tariff, 96
Cost overruns, 403t

contingency, 165
Counterparty credit downgrades, 65
Covenants. See Principal covenants

compliance test, indebtedness, 115
impact, 90
project impact, 8

Coverage tests. See Annual coverage tests
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Covered calls, 254
Credit

analysis. See Tribasa Toll Road Project
derivation. See Project assets
facility. See Comprehensive credit facility
financing. See Export credit financing
insurance, 247–248
sensitivity, 229
swaps, usage. See Credit risk

Credit default swaps (CDSs), 245–250
basic structure, 246–247

illustration, 246f
market, growth (2001–2005), 249f
risk management tools, 398

Credit-event-put trust
example, 250
structure, 250

Crédit Lyonnais, 369, 382
financing, 307

Credit risk (hedging), credit swaps (usage), 248,
250

Credit Suisse, financing, 307
Credit support

degree, 93
derivation, third-party pledges, 75
indirect, 29
means, 430
providing, 395
sources, 14
supplemental, 98–99

Creditworthiness, 74–75, 89–90
establishment, 75
obligation, 124

CSX Transportation, 302
CTG-FM Eurotunnel System, 369–370
Currency

considerations, 229–230
derivatives, 266–267
exchange rate fluctuations, 270f
forwards, 267

contract, 266
futures, 266, 267
hard, 275–276
options, 266, 269

selection process, 271
profile, 125

Currency-mismatched revenue/cost streams, 321
Currency risk, 81–82

conversion, 82
flowchart, 81f
impact, 321–322

Currency swap, 241, 266, 267
conversion, 268
example, 267–268
management tools, 398

Current dollars, 171

D

Dabhol Power Project (Enron), 47,
322

experience, 82–83
Debt

after-tax costs, 150
default, event, 27
maturities, 41t, 128
obligations (securing), real property/interests

(usage), 428
repayment, 404t

triggers, 210
Debt capacity, 25f

evaluation. See Projects
expansion, 26. See also Sponsors

Debt contracts
negotiation, 47
structure, 24f
structuring, 21

Debt financing, total investment value (ratio),
149

Debt rating services, investment-grade categories,
429

Debt service, 321
cash flow, availability, 131
obligations, 88
requirements, coverage, 430
security arrangements, coverage, 92–93

Debt service coverage ratios, 139
sensitivity, 184t

Debt Service Reserve Account, 315f
Debt service reserve fund, establishment,

328
Debt Service Reserve Letter of Credit, availability,

315
Debt-to-assets, 44f, 45f
Decision tree, usage. See Oil field
Deductions, governance, 109f
Defaults

factors, 63–65
incidence, 62–63. See also Rated project.
See Project debt.
See Project finance

Deferral period, 134
Deferred-start interest-rate swaps, 245
Deferred swap contract, 175
Delaware limited partnership, 293
Depletion expense, 143
Depreciation, 143

expense, 196
Depreciation and amortization (DA) expenses,

139
Detailed design specifications, government approval

(requirement), 285
Development. See Speculative development
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Dexia, bank facility lead arranger, 66–67
Direct federal agency loans/insurance, 235
Direct financing

contrast. See Project financing
project financing, comparison, 23f–25f

Direct security interest. See Projects
Discounted cash flow (DCF)

analysis, 141
usage, 205–206

usage, 156
Disney

cash flows, projections
fully integrated internal project financing,

352t–353t
project basis financing, 350t–351t

considerations, 349, 353
description, 340
growth target, 340
management fees, forfeit, 366
project. See Euro Disneyland Project
royalties, forfeit, 366

Disneyland, operation, 340
Dispersion, 206–208
Dividend clawback provisions, 50
Dividend policy, 27

choice, 47
establishment, 122

Domestic nonfinancial corporations, bonds (gross
issuance), 220f

Double taxation. See Projects
occurrence, 114

Downgrades
factors, 63–65
reasons. See Project finance
upgrades, comparison, 61–62

Drawdowns
assumption. See Periodic loan

drawdowns
pattern, 125
timing, 124–125

DRI/McGraw-Hill GDP Implicit Price Deflator,
304

DRI Producer Price Index for Coal, 304
Dual debt amortization schedule. See Tribasa Toll

Road Project
Dual service reserve fund. See Tribasa Toll Road

Project
DuPont, cogeneration projects, 9

E

Earnings before interest and taxes (EBIT), 138
Economic benefits, allocation, 100
Economic rent

capture, 22, 25
excess return, 25

Economic risk, 78–79. See also Eurotunnel Project
impact, 322–323

Economic viability, 72–74. See also Project
financing

Economies of scale, achievement, 25–26
EDL Holding Company, 344
EDL Participations S.A., 344
Efficient market, 29
Electric power purchase agreement, 101–102
Energy Research and Development Association

(ERDA), 236
Energy Services Agreement. See Coal-fired

cogeneration facility
Engineering contract, 100–101
English Channel, link alternative, 381
English Crown, loan negotiation, 4
Enron Global Power & Pipelines L.L.C.

(EGP&P), 212
Environmental risk, 84
Equipment cost, balance, 232
Equity, 210–213

commitments, 317–318
contribution agreement. See Coal-fired

cogeneration facility
funds, 53
investors, dividends, 90
kickers, 124, 128–129
method, 107f, 112
securities, trading, 225
vehicle. See Pooled equity vehicle

Equity investment
participants, accounting treatment, 106f
structuring, 211
timing, 178

Equity Loan Agreement, 295. See also Coal-fired
cogeneration facility

ERISA requirements, 227
ESA shares, 387
Escalated fixed operation/maintenance payment,

297–298
Escalation factors, 71
Escrow fund, 99
Eurobridge, 369
Euro Disneyland Participations, 344
Euro Disneyland Project, 338

analysis, Arthur D. Little projections, 359
attendance

assumption, Warburg test, 360
estimation, 359

cash flow, dependence, 365
corporate governance issues, 364
Davy Crockett Campground, 339
debt-to-equity ratio, 348
description, 339–340
developments, 366–367
direct access, railroad extension, 345

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



JWDD036-IND JWDD036-Finnerty March 8, 2007 16:24 Char Count= 0

464 INDEX

Euro Disneyland Project (Continued)
Disney considerations, 349
Disney MGM Studios Europe, 339
dividends, projections, 361
equity ownership, Disney relinquishment, 349
equity stake, holding (opportunity), 354
European creditor bank considerations, 354
European equity investors, considerations,

354–355
European shareholders, 344
financial distress, 47
financial projections, 341, 355
financial success, dependence, 333
French government considerations, 354
funds, sources, 346
introduction, 338–339
IPO, 348
jobs, providing, 354
Lazard Frères, advisor, 361
leverage, 348
Magic Kingdom

assets, depreciation (allowance), 345
cost, tax-advantaged leveraged lease (usage),

343
park/hotel, 339
visitor rate, reduction, 364

Master Agreement, 344–345
French owner companies, involvement, 341
signing, 345

net proceeds, expectations, 348
NPV, 349
opening, 340
operating results, 364–366
optimism, 361, 364
ownership structure, 340–344

illustration, 342f
participants, interests, 349–355k
prices, forecast, 359
project entities, 341–344
project financing, 346–349
real estate

ownership/development, 360–361
projections, 361

results, 359
returns, projections, 349
seasonality, 359–360
sensitivity analysis, 361

illustration, 362t–363t
shares, sale, 346, 348
shortcomings, 360
stakeholders, introduction, 346
theme park/resort

land, providing, 344
plan, 339

total revenues, projection, 341
turnaround, attempt, 366

underwriting syndicate, 366–367
valuation, 355–364

discount rate, impact, 355, 358
worst case scenario, 361

Euro Disneyland S.A. (EDSA), 343
Euro Disneyland S.C.A. (EDSCA), 341, 343

cash flow projections, 357t
debt-to-equity ratio, 358
IPO, 348, 353

offering circular, 349
net after-tax profits, 343
profit projections, 356t
pro forma balance sheet, 347t
resort property, development ability, 361
revenues, report, 365
risk differential, 358
shareholders, plan, 366
shares

ownership, encouragement, 345
value, S.G. Warburg conclusions, 355

Euro Disneyland S.N.C. (EDSNC), 343–344
European call option, 251
European Economic Community (EEC)

Eurotunnel initiation, 368
participation, 345

European Investment Bank (EIB), funds availability,
386

European recession, per-capita spending
(reduction), 359

EuroRoute, 369
Eurotunnel Finance Limited, 371
Eurotunnel Finance S.A., 371
Eurotunnel PLC (EPLC), 387
Eurotunnel Project

ancillary revenues, 379
Arranging Banks, 369

impact, 374
proposal, 383–387

base case, 390
capital expenditures

rates, 382
representation, 384

case study, 368
cash balances, interest rate, 382
cash flow projections, 390
commitment fee, 384
concession period, duty-free facilities, 377
construction, 372–373

contract, 372
contract, signing, 374

cross-Channel travel times, comparison,
376f

debt financing, 382–387
default

cover ratios, 386
events, 386
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developments, 391–392
diverted traffic, 377
drawdowns

conditions, 383–384
excess, 386

duty-free sales, permission, 381
economic risk, 375–380
equity financing, 387–390
Equity Offering I, 374
Equity Offering III, 375
events, occurrence (requirement), 383
expected cost, 374t
fees, 384
ferry tariffs, 379t
financial distress, 47
financial results, projections, 380–382
financing, 373–375
funds, raising (plan), 373
GDP growth rate, changes, 379t
historical background, 369–370
inland clearance depots, 370
interest, 384, 386
loans

agreement, restrictions, 382
Arranging Banks syndication, 374–375
underwriting, 374

London/Paris, travel times (comparison),
376f

lump-sum works, 372
multicurrency option, 386
negative pledges, 386
November 1987 operation, 387
operating costs, rates, 382
overhead rates, 382
ownership structure, 371

illustration, 371f
passenger/freight traffic, review, 377
performance, sensitivity analysis (impact),

390
performance-related funds, managers,

390
problems, 391–392
proceeds, usage, 383
procurement items, 372
profit projections, 380t–381t
Project Loan Facility

availability, 384
completion, 387
terms/conditions, 383–387

proposals, 369
rail usage charges, 381
railway charges/tolls, 379
repayment/refinancing, 384
revenues

inflation, rates, 382
sources, 377, 379

revenues projection
conformance, 381
sensitivity, 379t

sensitivity analysis, 390–391
illustration, 391t

service, interruption (risk), 373
shares, second issue, 374
symbolic value, 368
target works, 372
tax-free sales, permission, 381
third-party loans, 386
traffic

flows, assessment, 377
revenues, 381

travel privileges, 382
offering, 389

tunnel tolls, 379t
underwriting

agreement, signing (precedent), 383
commitments, 382
syndicate, size (increase), 374

Eurotunnel System, 370. See also CTG-FM
Eurotunnel System

charges, tariffs, 381
components, 370
construction cost, estimation, 373
cross-Channel passenger market, capture, 377
demand, projection, 378t
equity investors, returns (projections), 388–389
Equity Offering II, 383
Equity Offering III, 387–388

market response, 390
subscribers, travel privileges, 382
underwriting, 388

equity placements, 388
life, phases, 388–389
market share, estimation, 377
revenues, estimation, 377
selection, 369–370
shuttles, usage, 370

Excess depreciation, recapture, 145
Exchange rate fluctuations. See Currency
Exercise value, 251
Eximbank. See U.S. Export-Import Bank
Expected profitability. See Projects
Expected rates of return

analysis. See Passive equity investors
measurement, 175–182

Expected useful economic life. See Projects
Expenses, total amount, 144
Expiration, 251
Exploration wells, drilling, 188

option, value, 204–205
Export credit financing, 231–232
External funds, amount (requirement), 122–123
Exxon Corporation, sponsor, 424
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Exxon Mobil, cogeneration projects, 9
Exxon Mobil, debt service stream, 268t
ExxonMobil Canada, 277
ExxonMobil Canada, sponsor, 416

F

Federal Power Commission, 92
Final completion, occurrence, 291
Financial advisors. See Global leading project

financial advisors
Financial commitment, securing, 123
Financial distress

resolution, cost reduction, 27–28
resolving, 47

Financial engineering, 398–399
Financial flexibility, 24f

preservation, 20
Financial futures contracts

sale, 175
yearly volume (1980–2004), 260

Financial institutions, 227
Financial leverage, 153
Financially responsible parties, assurances, 2
Financial modeling, 164
Financial risk, 76, 79–81

adjustment, 153
justification, 276

Financial statements, preparation. See Projected
financial statements

Financial support agreement, 98
Financing

assumptions, 305
usage, 104f, 106f

Firm, contracts view (set), 49
First Mortgage Bonds, 288

final maturity date, 315f
life, 305
offering, 294
public offering, 306, 311–317
ranking, 314f
security backing, dilution, 316

Fixed capacity payment. See Unescalated fixed
capacity payment

Fixed charge coverage ratio, 138
Fixed-price Amended/Restated Turnkey

Construction Contract. See Indiantown
Cogeneration project

Fixed-price turnkey construction, 289–290
Fixed-price turnkey contract, 100
Fixed-rate debt market, 217, 219–227
Fixed-rate-floating-rate swap, 241–242

comparative advantage argument, 244f
Flexilink, establishment, 370
Floating-rate debt, interest rates (increase), 261–262
Floating-rate loans, 220

Florida Electrical Power Plant Siting Act, 298
Florida Power & Light Company (FPL), 289

Commercial Operation Date, 298
electricity (sale), annual operating revenues,

303–304
energy receipt, suspension, 298
payments, 297
purchaser, 296

Florida Public Service Commission (FPSC), 289
approval, 296

Force majeure
assertion, 86
events, 95, 300
risk, 84–85

Foreign corporate obligors, 226
Foreign currency risk exposure, elimination,

269–270
Foreign exchange market, foreign exchange

contracts (relationship), 266
Foreign exchange risk

exposure, 334
hedging example. See Forward market
hedging techniques, 269–270
hedging usage, 265–271

Foreign infrastructure projects, risk considerations,
321–324

Forward contracts, 79, 257
example, 257–258
selection process, 271

Forward discount, 266
Forward market

foreign exchange risk, hedging example,
270–271

transactions, 271
Forward premium

equation, 267
involvement, 266

Forwards, 257–260
futures, contrast, 258–259
usage. See Hedging

France, GDP growth rates, 379
Free cash flow, 24f. See also Projects

forcing, 18
project financing, relationship, 18
reallocation, 18–19
release, 27

Front-end fixed cost components, 128
Full consolidation, requirement, 107f
Full drawdown

assumption, 130–134
examples, 132–134

Funded indebtedness, 90
Fundraising, 47
Funds

amount, requirement. See External funds
lower overall cost, 26
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precommitment, 123–124
private sources, 135
repatriation, 322

Future cash inflows, 161
Future oil prices, evolution (modeling), 190
Future policy changes, risk, 284
Futures, 257–260

contracts, 258
marked to market, 258

hedge, example, 263–265
market, growth, 259–260
usage. See Hedging

G

Gas project credit-event put, structure, 250f
Gas supply agreement, 101
General Electric Capital Corporation (GECC), 293

loan, 307
project finance group expansion, announcement,

5
reimbursement, 311

General Electric (GE), turbine generator supply,
292–293

General Electric Power Funding Corporation,
sponsor, 418

General partners
income/losses/cash distributions, receipt,

169
liability, 105f

General partnership, special-purpose corporate
subsidiary, 107f

Geological work, cost (present value),
206

Gérant, removal, 344
Getty Oil Company, sponsor, 424
Global leading project finance law firms,

68
ranking, 68t

Gold loans, 79
Government, vote impact/risk, 322
Governmental assistance, 231–236
Government assistance

providing, 286
structuring, 274

Government-owned land, use (providing), 286
Government policy, impact/risk, 322
Government procurement methods, private

developers (requirement), 285
Government-sponsored projects, 284
Gross-up. See Interest payments
Grupo Tribasa, S.A., 320

dividend distributions, prohibition, 333
performance guarantee, 328
traffic report, commission, 335

Gulf Oil Corporation, sponsor, 420

H

Hamersley Iron Ore Project, project financing,
415–416

Heath, Edward, 369
Hedge, process (explanation), 260–262
Hedge ratio, 263
Hedging, 260–262

corporate use, 265
credit swaps, usage. See Credit risk
forwards/futures, usage, 79, 263
interest-rate swap, usage. See Interest rate risk
involvement, 260–261
options, usage, 262–265
rationale, 261f
usage. See Foreign exchange risk

Hell-or-high-water contract, 29, 89, 94t, 95
Hibernia Oil Field Partners, 4–5
Hibernia Oil Field Project, 277–278

joint venture, 396–397
project financing, 416–417

Higher-rated credits, 110
High-risk positive-NPV projects, forgoing, 49
Host government

exposure. See Project debt
issues, 273

Host jurisdiction
economic development, contribution, 273
expected economic return, 274–275

Hurdle rate, 148–153
Hydro-Electric Power Commission of Ontario

(HEPCO), sponsor, 421
Hypothetical high-speed rail project, application,

135–137

I

Illiquidity premium, 224–225
Impact fees, 283
Implied volatility, 192
Income tax

rate, 187
treatment, 106f–108f

Indefinite-life corporate form, 398
Independent project, 159
Indiantown Cogeneration, L.P., 116
Indiantown Cogeneration Funding Corporation

(ICFC), 313f
stock, 314f

Indiantown Cogeneration Project, 8
Base Case Projected Operating Results, 305

illustration, 306t–307t
capitalization, 312t
case study, 288
closed loop piping system, 292
completion, financial structure, 311
Construction Contract, 291
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Indiantown Cogeneration Project (Continued)
construction contract, 300–301
construction loan, closing, 298
description, 288–293
development/initial construction, 317
financing (support), principal contracts (usage),

297f
fixed-price Amended/Restated Turnkey

Construction Contract, 300
funds, sources/uses, 290t
Guaranteed Completion Date, 291
initial construction financing, 307
Management Services Agreement,

301–302
Operating Agreement, 301
Original Equity Loan, 311
ownership structure, 294f
projected capital structure, 312t
Projected Operating Results, 302–306

assumptions, 303–305
base case results, 305
sensitivity analyses, 305

purchasers, 289
refinancing, 307, 311
seller, 296–299
sponsors, 317
steam generator/axillary equipment, 292–293
Stone & Webster, revenues/expenses

(projections), 302–306
technology, 292
waste steam, extraction, 292

Indiantown First Mortgage Bonds, terms
(summary), 313f–316f

Information-sensitive investment projects,
21

Infrastructure
financing alternatives. See Tribasa Toll Road

Project
government funding, 321

projects, 322
contractual undertakings, involvement, 323
risk considerations. See Foreign infrastructure

projects
rebuilding, 397

Initial capitalization. See Cogeneration Project
Initial project capital structure, 42–46
Initial project leverage. See Large projects
Initial public offering (IPO). See Euro Disneyland

Project; Euro Disneyland S.C.A.
Inmet Mining, 79
Insolvency, event, 27
Institutional investors, 321
Insurance, 99–100
Inter-American Development Bank (IDB), 210, 237

public funds supplementation, 279
Interest charges, 138

Interest coverage
ratio, 138, 173

sensitivity, 183, 184t
sensitivity, 184t

Interest income, 304
Interest Payment Dates, 313f
Interest payments, gross-up, 336
Interest rate. See Project debt

cap contract, 80
requirement, 130
subsidization, 85
swap, 81f

agreement, 80–81
Interest-rate cap, 263
Interest-rate collar, 263
Interest-rate floor, 263
Interest rate futures contract, process (explanation),

259
Interest-rate risk

exposure, 175
hedging, interest-rate swaps (usage), 243
impact, 174–175

Interest-rate swaps, 240–245. See also
Deferred-start interest-rate swaps

agreements, 311
example, 242
illustration, 242f
outstanding (1987–2004), 241t
process, explanation, 241–242
risk management tools, 398
usage, example. See Interest rate risk
value, addition, 243–245

Interest tax shields, value (increase), 17
Internal cash flows, 20
Internal cash resources, 27
Internally generated cash flows, 20
Internal rate of return (IRR). See Projects

analysis, 157–159
NPV analysis, comparison, 159–163

NPV, contrast, 160–162
illustration, 162f

Internal Revenue Code (IRC), 118
section complexity, 142

Internal Revenue Service (IRS)
expense-sharing arrangement position,

110
Wyoming limited liability company ruling, 118

International Bank for Reconstruction and
Development (IBRD), 236

International capital market, 227–230
funds flow, volatility, 229

International commercial banks, 217–219
dominance, 65

International Finance Corporation (IFC), 236–237
International Swaps and Derivatives Association

(ISDA), website, 441
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In-the-money option, 252
Intrinsic value, 251
Investment funds. See Committed investment funds
Investment-grade rating, 225
Investments, permission, 90
Investment tax credit (ITC), 108f

tax benefits, 111
Investors, types, 230

J

Joint-stock associations, 428

K

Kaiser Aluminum & Chemical Corporation,
sponsor, 422

Keep well agreement, 95

L

Large projects
bank lending, region/industry sector, 55
financers, identification, 53
financing process, study (reasons), 50–51
funds, sources, 53–57
industry sector distribution, 37f
initial project leverage, 44f, 45f
lending, 55f

industry sector, 56f
number, 32
region distribution, 39f
sector analysis, 45f
size, determination, 32–36
specialness, 31
study, 51–52

Latin Power, 212
Lead arrangers, 65–68. See also Global project

bank facility lead arrangers; Project bank
facility lead arrangers

Lease-Develop-Operate (LDO) model, 282
Legal costs, reduction, 28
Legal lending limits, 216–217
Legal requirements. See Projects
Lenders, credit requirements, 8
Lending limits. See Legal lending limits
Letter of credit, support, 317
Leverage

increase, 50
ratios, 42

Liabilities, accounting treatment. See Projects
Life insurance companies, 221–224

annual cash flow, assurance, 221
general accounts, 223f
public pension funds, contrast, 226

Limited internal cash, impact, 16
Limited liability company (LLC), 118–119

Limited partnership
equity, 177–179
interest, 181

Limited-recourse debt, 15, 49
Linear measure, 152
Linear regression, 151
Liquidity/working capital tests, imposition, 222
Loan drawdowns

assumption. See Periodic loan drawdowns
schedule, average life, 136t

Loan Pricing Corporation, website, 442
Loans

guarantees, 235–236
providing, 286
repayment parameters, 130
syndication, 127
terms. See Standard loan terms

Local currency
inconvertibility, risk, 321
value (depreciation), risk, 321

Local government financial involvement,
prohibition, 285

Local property taxes, deferral, 286
London Interbank Offered Rate (LIBOR), 216,

241
cap contract, 80
increase, 242
interest rate, 80
payment, agreement, 244

London Metal Exchange (LME), 418
London/Paris, travel times (comparison). See

Eurotunnel Project
Long-term bonds, market value (change), 162
Long-term contracts, 7

purchaser involvement, 26
Long-term debt

interest rate, sensitivity, 184t
market, 213–214

Long-term financing, 127–129
Long-term fixed-interest-rate debt obligations, 230
Long-term fixed-rate debt, 125

funds, 76
Long-term funds, sources, 215t
Long-term lenders, 126
Lornex Mining Project, project financing, 417–418

M

Management compensation, effectiveness, 21–22
Management fees, 170
Management Services Agreement, 293. See also

Coal-fired cogeneration facility; Indiantown
Cogeneration project

Managing underwriters, 65–68
Mandatory redemptions, 313f–314f
Manufacturing facilities, project financing, 5
Margin requirements, 258
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Marked to market position, 259
Market risk premium, 151
Master limited partnerships (MLPs), 118
Maturity, selection, 229
Maximum feasible debt/equity ratio, 124
Maximum loan amount, 131
Mechanical completion, occurrence, 291
Mexico (government), toll road program, 319–320
Midland Bank, 382
Minimum payment obligation, footnote disclosure,

113f
Minimum Premium Rate (MPR), 233f
Mitsui & Company, sponsor, 418
Mobil Oil Corporation, sponsor, 425
Money, time value, 142
Money market conditions, 216
Monthly capacity payments, 297–298
Monthly energy payments, 297–298
Mortgage-backed financings, 219
Multicurrency option. See Eurotunnel

Project
Multilateral agencies, 321

loans, 279
Multilateral development agencies, 53, 68
Multilateral Investment Guarantee Agency (MIGA),

237
Multiplier impact, 273
Murphy Oil, sponsor, 416
Mutually exclusive projects, 159–161

N

National Association of Insurance Commissioners
(NAIC)

NAIC-1/NAIC-2, 429
rating system, institution. See Private placements

National Westminster Bank, 369, 382
Natural resource projects, 31
Net initial investment outlay, 144–146
Net operating cash flow, 146, 148

node calculation, 196t
Net present value (NPV). See Euro Disneyland

Project; Oil field
calculation, 201. See also Total NPV
contrast. See Internal rate of return
reduced level, 161

Net present value (NPV) analysis, 46, 156–157, 186
comparison. See Internal rate of return
example, 156–157
procedure, 156
usage, 158t

Net present value (NPV) profile
example, 160f
usage, 159–160

Net salvage value, 146–147
Newfoundland Provincial Government, public

benefits, 397

New York Insurance Law
common equity interests, 429
debt obligations, 428
governmental obligations, 427–428
personal property/interests, 428–429
Section 1405, 427–429

New York life insurance companies, legal
investment requirements, 427–431

New Zealand Aluminum Smelters Limited (NZAS),
402t–405t

Noncorporate obligations, purchase ability, 116
Non-investment-grade bonds, 62
Non-investment-grade debt, 58
Non-investment project debt, percentage, 60
Nonoperating cash flows, 146
Nonrecourse debt, 49
Nonrecourse Obligations, 314f
Nonrecourse production payment, 214–215
Norsk Hydro, sponsor, 416
Notes, 443–457

O

Obligations Remboursables en Actions (ORAs),
346

sale, 346, 348
Off-balance-sheet treatment, 29
Offtake contracts

length, 41t
comparison, 43f

maturities, distribution, 41
Oil field

development
option, value, 199
states, 189f

early abandonment, option, 197–198
expected present value, calculation, 191
one-year delay, value (calculation), 202f
option value, 207t
present value

abandonment, improbability, 195–197
calculation, 191

production, 188
expected present value, calculation, 191

project
decision tree, usage, 203f
description, 186–187
NPV, 205

timing option, 199–201
value, calculation (abandonment option,

inclusion), 198f
Oil prices

increase, probability, 193
modeling, 191–194
uncertainty, degrees, 200t
volatility, option value (sensitivity), 206–208

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



JWDD036-IND JWDD036-Finnerty March 8, 2007 16:24 Char Count= 0

Index 471

Oil project credit-event put, structure,
250f

Oil reserves
amount, discovery (modeling), 191
expectation curves, 195f
profile, 194–195
quantity, 194–195
value, 200t

Open-end investment trusts, 219
Operating Agreement, 294
Operating characteristics, 104f
Operating contract, 101
Operating method, selection, 156
Operating risk, impact, 156
Optional Redemption, 314f
Options, 251–257

hedge, outcomes, 262t
intrinsic value, 199
usage. See Hedging

Organization, special forms, 13
Organizational (re)form, 398
Organization for Economic Cooperation and

Development (OECD), 231–232, 234f
Original Equity Loan. See Indiantown

Cogeneration project
Out-of-the-money option, 252
Overseas Private Investment Corporation (OPIC),

235
Ownership arrangements, 167–169
Ownership requirements, 316f

P

Paiton Energy Project, project financing,
418–419

Participants, accounting treatment. See Equity
Participation fraction, 196
Partners, distribution. See Coal-fired cogeneration

facility
Partnership Agreement, 295
Partnerships. See Master limited partnerships;

Projects
accounting considerations, 116–117
agreement, entry, 105f
distributions, limitation, 315f–316f
example, 116
liabilities, pro rata share, 117
original investment, 117
ownership. See Project assets
project

organization, ownership structure,
115f

sales tax exemption, 286
tax considerations, 117–118
undistributed interest, pro rata share, 117
usage, 114–118

Passive equity investors, 120
annual after-tax cash flow, 178. See also

Cogeneration Project
expected rates of return, analysis, 179
rate of return calculation, 178–179

Pechiney Ugine Kuhlmann, sponsor, 422
Pecking order theory, 20
Pembroke Cracking Project, project financing,

420
Pepsi-Cola, Bev-Pak contracts, 5
Percentage tax rate, application, 283
Periodic loan drawdowns, assumption, 134–135
Permanent financing, 209
Perpetual franchise model, 280–281
Personal property/interests. See New York

Insurance Law
Perusahaan Listrik Negara (PLN), 419
Peso, devaluation, 331
Petro-Canada, sponsor, 416
PG&E Enterprises, 293
Phillips Petroleum Company, sponsor, 425
Piramides toll road, opening, 320
Pittsburgh Coal Seam Project, project financing,

421–422
Political risk, 82–84, 86. See also U.S. political risk

example, 82–83
impact, 322
risk, occurrence, 83–84

Pompidou, Georges, 369
Pooled equity vehicle, 212–213
Positive NPV, 141
Positive NPV projects

passage, 17
undertaking, 51

Power projects, financing, 395
Power Purchase Agreement, 296–299

FPL termination right, 299
FPSC approval, 298
impact, 298–299

Precedents, desirability, 277
example, 277

Preconstruction activities, 72
Present value

calculation, 264
level, 149

Principal Amount Offered, 313f
Principal covenants, 316
Principal project contracts, 296–302
Prior studies, explanations, 13–14
Private developers, requirement. See Government

procurement methods
Private entity proposal, allowance, 285–286
Privately placed debt, credit ratings (distribution),

223f
Private markets, bonds (gross issuance),

220f
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Private pension funds, 226–227
Private placements, 128

comparison, 222f
lender shares, 221t
market, dominance, 220
NAIC rating system, institution, 223
secondary market, 324
senior debt investments, buyers (ranking). See

U.S. private placement senior debt
investments

Private project, law enforcement services
(providing), 286

Private-sector entities, 281
Private-sector financing, attraction, 321
Private-sector involvement, 279
Privatization. See Temporary privatization
Producer price index (PPI)

annual changes. See U.S. producer price index
changes, 12, 86
future changes, forecast, 170
increase, 101

Production payment. See Nonrecourse production
payment

Profit-sharing payments, receiving, 279
Project assets

inherent value, credit derivation, 74
ownership, 104f
partnership ownership, 105f
sales/leasebacks, 90

Project bonds
annual issuance, 56
default risk, 57–65
financing, region/industry sector, 55–57
lead managing underwriters, 65–66
ratings, 59–60

changes, 61t
crossovers, 61t

Project cash flow. See Tribasa Toll Road Project
Project completion, 130–134

agreement, 2
examples, 132–134
requirements, 430–431

Project debt
capacity, evaluation, 173–175
corporate debt, default rates (comparison),

63t
default incidence. See Rated project
default rate, 63
interest rate, 214
issuance. See Annual rated project debt issuance;

Rated project debt issuance
maturity, 41t, 128

comparison, 43f
outstanding. See Total rated project debt

outstanding
rating distribution, 59, 59t

repayment (project obligation), host government
exposure, 276

securities, liquidity, 214
Projected financial statements, preparation,

171–173
Projected Operating Results. See Indiantown

Cogeneration project
Projected returns, sensitivity, 183
Project evaluation, 164

approach, 190–205
real-options analysis, usage, 186

Project example, 9–12
identification, 10
industrial user, 11
local utility, impact, 11–12
outside financing sources, 12
sponsor, 10
usage, 12

Project finance
rating downgrades/defaults, reasons, 64t
study, usefulness, 46–50

Project financing, 306–318
advantages, 22–29

questions, 28–29
applications, potential, 397
appropriateness, 8–9
arrangement, 22
arrangers, 67
benefits, 3–4, 18–19

involvement, 396
reaping, 394–396
recognition, 396–397

borrowing alternatives, comparative analysis,
228t

capable management, availability, 7–8
comparison. See Direct financing
complexity, 29
countering, 17
definition, 1–4
direct financing, contrast, 22
disadvantages, 29–30
economic viability, 7
elements, 3f
entity, 103
example, 9–12

list, 413–425
funds, sources, 54t
historical perspective, 4–6
impact, 153. See also Communication problems;

Shareholder value
innovations, 5–6
plan, preparation, 122

considerations, 122–126
rationale, 13
representation, 49
requirements, 6–8
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risks, implication, 85
technical feasibility, 6–7
term, misuse, 2
uses, 4–5

Project-related debt, independence, 283
Project-related tax benefits, 98, 394
Project risks, 50

assessment, 76
lender assessment, 213
management, 240

Projects
agreements, formal legislative approval, 284
bank credit, lending arrangers, 218t
borrowing capacity, estimation, 129–130
capital structure. See Initial project capital

structure
cash flow, 215

profile, 125
streams, contrast, 161t

company
day-to-day operations, 36
sponsor direct loans, 127

comparative terms, 402t–411t
construction cost, 71–72
contracts. See Principal project contracts

length, 36–42
costs, currency profile, 125
credit strength, 74
description, terms (summary), 402t
development, 293
dividend policy, 18
early abandonment, 190
economics, 7, 169–170
entity, 7

credit standing, 214
identity, 15

equipment, supply sources, 126
expansion, 90
expected life, 72
expected profitability, 74–75
expected useful economic life, 126
facilities, direct security interest, 90–91
failure, 210
finite life, 15
free cash flow, 48
funds, sources, 209
geographical distribution, 36
income, double taxation, 111
industry sector, distribution, 35f
internal rate of return (IRR), 157
legal/regulatory requirements, 8
lenders, 78
leverage, 213

support, degree, 42–43
liabilities, accounting treatment, 8
mutually exclusive, 159–161

number, increase, 32
obligations, participant liability, 104f
organization, alternative forms (comparison),

104f–109f
output

expected life cycle, 72
purchase, contract, 2

participation, 275
partnership, 105f, 293–296
profitability, 213
rating changes, 60–62

upgrades/downgrades, 60f
real options, 187–190
region distribution, 38f
revenues, currency profile, 125
site, commercial development (allowance), 286
structuring, 103
total capital cost, 132
total cost, estimation, 165
total value, 32
viability, analysis, 70

Project size
category, distribution, 34f
differences, 161
distribution, 33t
mix, 32

Project sponsors, 293–296
credit impact, minimization, 395
equity amount, risk, 75
usage, 55–56

Project tax benefits, proposed allocation (tax
implications), 8

Promotional pipelines, 92
Proportional consolidation, 112
PRS Group, web site, 441
PT Batu Hitam Perkasa, sponsor, 418
Public bond markets, comparison, 222f
Public markets, bonds (gross issuance), 220f
Public pension funds, 226
Public-private financing structures, 280–283
Public-private infrastructure partnerships, 278–279
Public-private partnerships

discouragement, provisions, 284–285
encouragement, provisions, 285–286
formation, 6, 211
legislative provisions, impact, 283–286
understanding, 279

Public-private transportation partnerships, models,
280

Public securities markets, 219
Public utility, rate-of-return regulation, 10
Public Utility Regulatory Policy Act (PURPA), 289

impact, 5, 299
passage, 10
provisions, 414
PURPA-qualified independent power projects, 11
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Purchase contracts
terms, summary, 406t–411t
types, 93–97

list, 94t
Purchaser Notes, in-kind repayment, 418
Pure plays, 154
Put-call arrangement, usage, 211
Put options, 252–253

definition, 251
exercise value, asset value (dependence), 253f

Q

Qualified institutional buyers (QIBs), 224–225,
324

Qualifying foreign investments, limitation, 431
Quasi-public debt market, 209
Quasi-public market. See Rule 144A quasi-public

market
Queensland Alumina Limited (QAL), 406t–411t,

422
Queensland Alumina Project, project financing,

422–423

R

Rated project
debt, default incidence, 62t
industry sector, 58f

Rated project debt issuance, 58f
Rates of return. See Internal rate of return

measurement. See Expected rates of return
Rating agencies, changes, 60–62
Raw materials

availability, 7–8
quantities, 7
supplies

adequacy, 73–74
agreements, 97
risk, 78

Real options. See Projects
Real-options analysis, usage. See Project evaluation
Receivables-backed financings, 219
Reduced economic activity (REA) case, 329, 331
Refinancing. See Indiantown Cogeneration project
Regulatory costs, reduction, 28
Regulatory out, 299
Regulatory requirements. See Projects
Regulatory risk, 86
Removal expenses (REX), 147–148
Republic Steel, sponsor, 423
Reserve assessment, cost, 187
Reserve Mining Project, project financing,

423–424
Residual value, variation, 183f
Return on equity, sensitivity, 183f
Return on equity capital, 96

Return rates, measurement. See Expected rates of
return

Revenue, long-run growth rate, 133
Revolving credit, 215
Rio Algom Limited, sponsor, 417
Risk. See Currency risk; Project risks

allocation, 23f
minimization features. See Tribasa Toll Road

Project
sharing, 8–9

impact, 26
Risk-free interest rate, 193
Riskless rate, 155
Risk-return structures, complexity, 397
Robert Fleming Securities, 392
Rocky Mountain Mining Corporation, mining

project, 152, 156–157
Royal Bank of Canada, bank facility lead arranger,

66–67
Rule 144A quasi-public market, 224–226

S

Sale contracts
terms, summary, 406t–411t
types, 93–97

list, 94t
Scrap value, 90
Securities, private placements, 321
Securities Act of 1933, 324
Securities and Exchange Commission (SEC)

rental payment treatment, permission, 138
securities, registration, 213

Securities Industry and Financial Markets
Association (SIFMA), 442

Security arrangements
coverage. See Completion; Debt service
design, 88
purpose, 89–90

Seine-et-Marne, tax revenue (guarantee),
345

Senior debt, incurrence (limitation), 315
Sensitivity analysis, 182–184. See also Euro

Disneyland Project; Eurotunnel Project;
Indiantown Cogeneration project; Tribasa
Toll Road Project

description/results, 308t–310t
Separate incorporation

results, 15–16
Separate incorporation, advantages, 14–16
S.G. Warburg, Disney analysis, 355, 358
Shah/Thakor theory/argument, 13–14, 20
Shareholder value (enhancement), project financing

(impact), 21
Signaling costs, reduction, 19–21
Sinking fund. See Contingent sinking fund
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Sithe/Independence Funding Corporation, funding
(amount), 225

Small-reserves block, 195
Société anonyme, 344
Société en nom collectif, 343
Société en participation, 371
Société Nationale des Chemins de Fer Francais

(SNCF), 375
guarantees, 380

Southern California Edison Company (SCE), 414
cogeneration projects, 9
sponsor, 418

Special assessments, 283
Special-purpose corporate subsidiary. See General

partnership
Special-purpose corporation, formation, 120
Special-purpose finance corporation, 126
Speculative development, 282
Speculative-reserves position, likelihood, 204
Spin-off effects, 273
Sponsors

debt capacity, expansion, 9
direct loans. See Projects
equity, 179–182

providing, 105f
WACC

nonusage, timing, 154–155
usage, timing, 154

Spot foreign exchange rate, 266
Spot purchase, 266
Spun-off firm, 16
Standard loan terms, 233f–234f
Standard Oil Company, sponsor, 425
Standby letter of credit, 215–216
State taxes, deferral, 286
Steam Purchase Agreement. See Coal-fired

cogeneration facility
Steam purchase agreement, 102
Step-up provisions, 97
Sterling-franc exchange rate, constancy, 382
Stone & Webster

revenues/expenses, projections. See Indiantown
Cogeneration project

sensitivity analyses, 305
Straight debt, 15
Strategic research sites, 46
Strike price, 251
Strike probability, sum, 205
Substantial completion, occurrence, 291
Sunk costs, 142
Suppliers, credits, 231
Supply-or-pay contract, 97
Swaps. See Credit-default swaps; Currency swaps;

Interest-rate swaps
market, 243

Syndication risk, 126–127

T

Take-if-offered contract, 94–95, 94t, 102
Take-if-offered steam purchase agreement,

102
Take-or-pay contract, 94t, 95

form, 430
terms, summary, 406t–411t

Tax benefits, 109f
Taxes (saving), present value, 143
Tax-Exempt Bonds (1994), 306, 311

public offering, 317
Tax-exempt financings, 98
Tax holiday, 274
Tax revenues, 275
Technical feasibility, 70–72. See also Project

financing
Technological risk, 77–78
Technology risk. See Tribasa Toll Road Project
Temporary privatization, 282
Tenaska Power Project, 83
Term loan, 215
Test drilling decision date, 191
Texaco, Inc., sponsor, 420
Thermal energy sales, annual operating revenues,

304
Third-party pledges. See Credit support
Throughput agreement, 94t, 95–96

terms, summary, 406t–411t
Timing option. See Oil field
Tokyo Disneyland theme park, opening, 340
Tolling agreement, 94t, 97

terms, summary, 406t–411t
Toll rates, ad hoc regulation (allowance), 285
Toll roads

design, 320
financing, stages, 319–320

Total cost, estimation. See Projects
Total NPV, calculation, 396
Total project cost, 167
Total project value, 46
Total rated project debt outstanding, 57f
Toyan Enterprises, 293
Train à grande vitesse (TGV)

railroad network, 339
service, providing, 345

Transaction costs, increase, 30, 396
Trans Alaska Pipeline System (TAPS), 4, 396–397

Project, project financing, 424–425
Translink of the United Kingdom, joint venture,

372
Transmanche Construction, 372
Transmanche Link

contractual obligations, 373
liability, 372

Transparent projects, 20
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Tribasa Toll Road Project
base case

financial projections, 330t–331t
ratios, 329

blockage events, 326f
case study, 319

Tribasa Toll Road Project (Continued)
concessions

holders, government approval, 320
terms, amendments, 335–336

construction risk, 335
contractual amortization, 325f
credit analysis, 329–333
debt service reserve fund, 325f–326f
dedicated accounts, 324
dividend distributions, limitations, 334–335
dual debt amortization schedule, 333
dual service reserve fund, 334
financing structure, 334
infrastructure financing alternatives, 321
insurance, 336
late payment premiums, 325f
mandatory redemption, 326f
Notes, amortization schedule, 327t
operating agreement, 328
operator removal, ability, 336
optional redemption, 326f
project cash flow, allocation, 328–329
risk minimization features, 333–336
scheduled amortization, 325f
sensitivity analysis, 329–333

results, 332t
tax arrangements, 336
tax redemption, 326f
technology risk, 335
toll road concessions, 320
toll road Trust 1 financing, 324–329
traffic report, detail, 335
Trust, 324

structure, 336
Trust 1 Notes, summary, 325f–326f

Troilus Gold Project, 79

U

Unanticipated developments, risk, 322
Underinvestment

bias, project financing (countering), 17
incentive, 16–17
problem, 49–50

countering, 16–17
Underwriters. See Managing underwriters
Undivided joint interest, 103–111

accounting considerations, 110
tax considerations, 110–111

Unescalated fixed capacity payment, 297–298

Uniforma Partnership Act, imposition, 114
Uninhibited competition, allowance, 284
Union Oil Company, sponsor, 425
United Kingdom, gross domestic product, 380–381
Unplanned outages, impact, 182
Unregistered debt, trading, 225
URS Consultants, traffic/revenue report, 329
U.S. debt market, comparison, 227, 228t
U.S. Export-Import Bank (Eximbank), 232

loans guarantee, 419
U.S. Generating

formation, 293
responsibility, 301–302

U.S. Maritime Administration (MARAD), financial
assistance, 235

U.S. political risk, 83
U.S. private placement senior debt investments,

buyers (ranking), 224t
U.S. producer price index, annual changes, 169
U.S. public bond market, 57
Use-reimbursement model, 283

V

Value-added tax (VAT), 328
payments, 336
rate, application, 345

Value capture, 283
Volatility. See Implied volatility

option value, sensitivity. See Oil prices

W

Walt Disney World
operation, 340
slow start, 367

Warrants, 254–255
value, share price (relationship), 254f

Websites, usefulness, 441–442
Weighted average cost of capital (WACC), 149,

150
usage/nonusage, timing. See Sponsors

Withholding tax
considerations, 129
freedom, 230

Working capital loan facility, 318
Working Capital Loans, payment priority, 314
World Bank, 210

information, 237
public funds supplementation, 279

World bank loans, 236–237
Wraparound addition, 282

Y

Yukon Consolidated Gold Corporation Ltd.,
sponsor, 417
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