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AGENDA

Part | Part Il Part I Part IV

What is project finance? Bankability Risk analysis Project participants
and documentation
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WHAT IS PROJECT FINANCE?

~
7

Raising of funds by an SPV.

To finance the costs of a
project constructed by
the SPV.

\

INTRODUCTION TO PROJECT FINANCE

Where repayment is only
from income generated by
the SPV and so is dependent
on the project’s performance.

Lenders’ recourse is limited
to the income stream and
secured assets (physical and
contractual) of the SPV.
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WHAT CAN BE PROJECT FINANCED?

* Any physical asset that creates an income stream for debt repayment
« What kind of projects exist?
— Conventional power (coal, gas, heavy oil)
— Nuclear power
— Renewables (hydro, wind, solar, tidal, geothermal, biofuels, waste to energy)
— Qilfields, refineries and petrochemicals plants
— Transport infrastructure (road, rail, bridges/tunnels, airport/seaports)
— Water and waste treatment

— Social infrastructure (hospitals, schools, prisons, stadia).
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BUT WHY USE PROJECT FINANCING...?

Increase overall
. . Increase leverage —
borrowing capacity

incr RoE
of corporate group nerease Rot
(“off balance-sheet”) (return on equity)

v
v

v

| ngl;(llr?gatlon— : Political risk mitigation —
ess fisk ordowngrade multilateral participation

of group parent
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BANKABILITY

Fundamental bankability questions

» Will lenders be prepared to lend to
a project?

* How much will they lend?

 On what terms?

INTRODUCTION TO PROJECT FINANCE

Key principles
« Technical viability test
» Economic viability test

» Appropriate risk-sharing amongst
the parties.

Sufficiency of project cash flow during the
term of the loan to provide a margin over
operating costs and debt service.
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LENDER’S DUE DILIGENCE

Financial Model Auditor Technical Advisor: Insurance Advisor Tax Advisers

Legal Counsel Environmental Expert Market Consultant
[ ] [ ] [ ] [ ]
Financial Model Engineering Report Insurance Report Tax Structuring
[ J [ J [ J
Legal Review Environmental Report Market Study
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ANATOMY OF A PROJECT (POWER)

Licences & Consents

Shareholders

Shareholders Agreement

Project Company

Power Purchase

Agreement

Fuel Supply Agreement

Operation &

Maintenance

Security Package
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Loan Agreement

Lenders

Direct Agreement

Other Finance

Documents
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EPC CONTRACT

Licences & Consents

Shareholders

Shareholders Agreement

Project Company

Power Purchase

Agreement

Fuel Supply Agreement ——

Operation &

Maintenance

Security Package
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Loan Agreement

Lenders

Direct Agreement

|
Other Finance

Documents
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POWER PURCHASE AGREEMENT

Licences & Consents

— EPC Contract

Shareholders

Shareholders Agreement

Project Company

Power Purchase
Agreement

Fuel Supply Agreement ——

Operation &

Maintenance

Security Package
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Loan Agreement

Lenders

Direct Agreement

|
Other Finance

Documents
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O&M AGREEMENT

Licences & Consents

— EPC Contract

Shareholders

Shareholders Agreement

Project Company

Power Purchase

Agreement

Fuel Supply Agreement ——

Security Package
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Loan Agreement

Lenders

Direct Agreement

Operation &
Maintenance
|

Other Finance
Documents
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WHERE IT ALL GOES
THE FINANCIAL MODEL

Construction Costs

Operating Costs

Exchange Rates

Debt sizing and

Interest Rates Financial Net Cashflow »  repayment schedule
Model Forecast

Sales Prices

Supply Costs

The “Base Case” Model is developed based on inputs (e.g. interest Repeated running of the Model during the life of the project (with

rates, construction and operating costs), assumptions (e.g. changing assumptions) — using actual numbers to test ratios.

exchange rates, raw material prices, inflation) and constraints (e.g.
D:E ratio and cover ratios).
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ANATOMY OF A PROJECT (POWER)

Licences & Consents

Shareholders

Shareholders Agreement

Project Company

Power Purchase

Agreement

Fuel Supply Agreement

Operation &

Maintenance

Security Package
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Loan Agreement

Lenders

Direct Agreement

Other Finance

Documents
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ANATOMY OF A PROJECT (POWER)

Licences & Consents

Security Package

Shareholders

Shareholders Agreement

Project Company
|

Power Purchase

Agreement

Fuel Supply Agreement

Operation &

Maintenance
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Loan Agreement

Lenders

Direct Agreement

|
Other Finance

Documents
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PLEASE GET IN TOUCH AND CONTINUE THE CONVERSATION

Feedback Survey Client Portal Subscription
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