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! Project Finance

% Financing Project

® Corporate Loan

* Multilateral Institutions
® Export Credits

® Product Offtakers
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! Independent Power projects- IPP
2 Cogeneration

® Private Finance Initiative- PFI)
* Public Private Partnership-PPP)
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2 Equity
® Investors
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! Debt

? Project Agreement

¥ Off-take Contract

* Concession Agreement

® Engineering-Procurement-Construction: (EPC)
® Operating & Maintenance : O&M
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! Build-Own-Operate-Transfer : BOOT
? Build — Operate — Transfer: BOT

® Design-Build-Finance-Operate : DBFO
* Build-Lease-Transfer : BLT

® Build-Lease-Operate-Transfer : BLOT
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! Build — Transfer — Operate: BTO
Z Build-Own-Operate : BOO
® Residual value in the project
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! Off-balance-sheet financing
2 Borrowing Capacity

¥ Non-recourse

* Credit Lines
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Expression Definition < e %
Arranger skasolesle | )
A bank or other financial institution responsible | 5 3= dsjme S 6505 Jbo annis L SL
for originating and syndicating a Io_an O PP K R TP N RN
transaction. The arranger always has a senior
role, is often the agent, and usually participates | s 201> 1 @bl 53 L1 28 alean oiasOlesle
in the transaction at the most senior level (it ssba 5 XS o Jes asboul skl Ol Al
holds the largest share of the loan). .
.JJ\JH‘j))bW‘;&MJW
Asset sl Y
The physical project and its associated contracts, | sz el @baslsyl 3 5 o5, (Ssd sl
rights, and interests of every kind, in the present | |, ji_ oL s Ly, o glee e 6558 5 bajles
or future, which can be valued or used to repay } ) )
debt Q\}S@ Q\ )l 9 J)‘J LSJU‘SU:"))\ C,':LJG aS ‘oJCu“\
2 S esland rlﬁ ol b gl
Availability Period (pl9) iz sos53 | ¥
The period during which a loan is available for | o~ 53 <3bos Gy ply OF L3 & loyss
drawdown. ol ki S21
Balance Sheet wlsls | F
The accounts which show assets, liabilities, net | 50! 5 boak daabls Ole &S slo &) 50
worth/shareholders- equity. s e DL 1y Bl fplems (a3 50) / yalls
Bilateral Agency (BLA) by Gammie | O
An institution established by one country to | U >sis sbml o558 ahwsay & lavnse
promote trade with other countries, such as an | ., ., mod b S byt Lol
export-import agency or an export credit agency
(ECA). Slsle Hlael a3 b Olsjl -l ol ans 5o
Bond (C,S)Lm.a) MJ.; 3yl i
The paper evidence of a legal promise by the | ks » € o= L K @ bpye A
issuer to pay the investor on the declared terms. | jic 1, . o cxls, @, il oS slo
s )L@L\ Ju.d J‘JL"‘“‘J"
Broker SIS Y
A party which brings together sponsors, | o8Saes b Jbo O S ul Olol> &5 (s3lg
flnanglers, or insurers but is not acting as a| , Sl sae K Olsen s susle ea 5 1
principal.
S i Jle b s
LE)\Kb—c)b.-l—C,&'-Lw A

Build-Lease-Transfer (BLT)

The situation when a private owner builds an
infrastructure facility, leases it for use, and then
transfers it to another entity after a specified

Gl O eiles |y pasie gl s Slaeuls
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period.
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Build-Own-Operate--Transfer (BOOT)

The situation when a private owner builds, owns,
and operates an infrastructure facility and then
transfers it to another entity after a specified
period.

S5 (6l e e Shas-t L

Slaasl (o gt glo 38 0T 3 &5 ol L3,
3 oeS S oslee L paie Sl
OF gt Lo 5l oy e 5 LS o (501 00 0
S e Jime Ses oolg

Build-Own-Transfer (BOT)

The situation when a private corporation
(specially incorporated for the specific purpose,
"SPV") builds, owns, and then transfers an
infrastructure facility to another party, often at
no cost, after a specified period.

In some texts, "O" in BOT stands for
"Operation” and thus, BOT means: Build-
Operate- Transfer. In this case, ownership of the
facility during the agreement period may be with
the SPV or the other party, according to the
agreement.

S8 = s L
Syt el B e ol sl 4 e
("SPV"  (Spcial Purpose Vehicle)
L;;L@JQ\JQTMQLU')I&);JSJ«
s Olge & "BOT" 5 "0" O 5 o
w S S "o ls e " slae 4"Operate”
el Ol e Jsles ol pluy sd e
53 Sl Sl 553 " - 15 e e
6,.9}\,4;- w}a L’ | U'i'“‘“ J‘J)b.é Se 92
A3l bl ge slie b Kos sl b ooisl

Build-Transfer-Operate (BTO)

The situation when a private corporation builds
an infrastructure facility, transfers it to another
entity, and then operates it on a contractual basis
for a specified period.

B LS TSN PRI

Sl (o yoart S5 01 3 8 el By,
S slg a0 5 ssle e 1 paseia ol
Rl sain 0595 (Sl s 5 LS o SN
S o ($5l5 0 g 815, 3 S el

AR
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Expression Definition el o5 %ﬁ
G Mg oS el ¢ iz sy SMalas 3
s 4y s 0 SR plile e Ll o
s e 1B sl L sl 5 s AL S
b 3 pses ysboa &S Ll 3 ol
S g o Ghoaios Sl Ly 2 slasls )l 3
GOS0 s rw o Sl e
dlsl 5 golklely (Ol cwal O smmen
o ogslely 5l 5 38 p edgs |y (SIS
5 b S50 S b STy Olge [ siS
Calss b MS b S50 wle s s s s
Sl Do A5 Y pame
Capital wlo,w | VY
The amount of money invested in a venture. Db MGl 8 gl &S J s sl
Capital Expenditures (CapEXx) Slale o glawyza | VY
Long-term expenditures for property, plant, and | s <6 e & by e s slaas ja
equipment. oy
Capital Markets wlopm 5L 10
A broad term to include tradable debt, securities, | dslbe LG pls bls & w28 >Nl
and equity as distinct from private markets or Sl Sl sl olew 5 b (Sl)
banks.
Syhp LSSL L o sa
Claw Back Clause ol |V
The ability to recover prior project cash flows | oXes <5 L Suais ool = il oUls
that may hgve been_distribu_ted to the sponsors. A CHLL Bl ek ed Ol Ole
claw back is used if there is a shortage of funds
to meet defined operating expenses such as | SBalor s3> Ga5mS S 2580 ol Sl
maintenance or debt service. G2y kS asie zilbe gy Sl 3
A3l andls sy (ply s 5l b (6Ll wsle)
Concession Agreement Sl gaabcdlye | WY
An agreement made between a host government | & eisx S5 5 Olbge s o asliidlye
consrcion, dovelopment and operation of a | © =7 T i rie sl e
particular project. 0P 03 S Sul0 e
wlo o sz | VA

Cost of Capital
The rate a company must pay investors to induce
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Expression Definition < e g
them to invest in the company's equity or debt. 53 S s ol 4 63l sl W]
Alen ol byl LG
Current Asset ol bls | A
The assets that can be converted to cash within | 4& « Jlo G Gb 5 U5 s &S plaals
one year. oS s
Debenture el Dakias B Bos | Ve
A debt obligation secured by the borrower's | cre ediS ol S Jlasl dya &5 sl dgns
general credit rather than being backed by a| .j; .., ol s oS ol ey il o3
specific lien on property. In other words, the debt ' _ .
obligation is not collateralized. els IS ool e oedd S Gole 4L
.J)\.,UJ);-) r\),\@Wo,\;ﬁi
Debt () ol | YA
The obligation to repay an agreed amount of ol Gl J gy e s 5l s
money.
Debt to Equity Ratio (D:E Ratio) 2,50 4 pls s | YY
A ratio of a company's debt to its total | O GSabm IS 4 oS8 ol o
capitalization. The higher this ratio the greater ol Ol Al VL s ol A s S,
the financial leverage of the company.
FYVIRVN PRI SR G
Debt Service el bl | YY
Principal repayments plus interest payable; | ;8 & osdea sl Jol glacsb sl
usually expressed as the annual amount due per LB OVl e Olsss Jgene oobe sl
calendar or financial year. '
g Ol s b Jle b o ol
Debt Service Coverage Ratio (DSCR) ely ool il s | VY
A quantitative measure used by lenders to | ¢lr «OBtasels eyt S ol LS gl
determine whether a project's prospective net okl Lalls Kudk Ol x LT S ol s
cash flow from operations can support (make | ' ) .
timely service payment on) a given amount of | & <o ¢y (easie Jlae 5l L5 e o5
debt at the _indicated poten'_[ially a\{ailable erMS. | 4 L, v slacstls ) ot L oS jlndy jass
For any given debt service period, the debt | ) . .
service coverage ratio is defined as the cash | 2! «(das abl Gsea 15 ol wll Sloas
available for debt service_ (CADS) divided by the | -__; els sl e Sens3 8 Sl 255 00
total amount of debt service. , . N
sy psde R o el Cala sl il
‘-}SJJM“ 25 r\j kl»?'\bj.i)b 6\J.> mJL.ub)JJj.'z
Discount Rate kFgr| YO

The annual percentage rate used to determine the

ool e sl el eslanal VL gds s &
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L_O.,l,s))

present value of future cash flows.

okl Souw ol > Jl-

Dividend

The amount paid out per share, usually once,
twice, or four times a year, by a company from
its profits as decided by the board of directors.

plew 35
eSS e s o o Gl 2 S (55l
)}1944 o pde Ca v.:.a».aj L}..la >+ 6LA>)M

J)JL;G &'\bﬁdu)-))l{)l-ﬁ'l{}-) LL_§..5. J}Mﬂ

Y&

Drawdown

An actual takedown (borrowing) of money by
the borrower under the terms of a loan facility.

M‘Jﬂ
oS ply sy ply 5l s i les 3L
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Yy

Due Diligence

Bank lenders to a project will undertake a
thorough assessment of the transaction which
covers financial, legal, technical, and insurance
aspects of the project in order to ensure that there
are no undisclosed or potential problems.

PHE L P
bl s e pls dg eSsn 4 S LLSL
S Slaen 5 3 S0 (b gl 5l S
U5t o 1S Joolo Olabl B tins o plonil 1

2 s s slesdlls b el sy
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Equity

In a project financing, the cash or assets
contributed by the sponsors.

(Lo DLl G52 0350
ot Do pods oy p el &S aLls b A8 gy
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Escrow Account

A deposit held in trust by a third party to be
turned over to the guarantee on specified
conditions. In project finance, an escrow account
is often used to channel funds needed to pay debt
service.
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Export Credit Agency (ECA)

Organizations that assist in supporting exports
from their country through the use of direct loan
and guarantee mechanisms provided to
importers.
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Foreign Direct Investment (FDI)

The purchase of physical assets in a foreign
country to be managed by the parent corporation.

LY f‘)b- )}JS DL ‘_;<’.’4J.‘.’9 LSLAQ;"‘)b Ju“f-

BSg e o pde pole &S L A s

Y'Y

Full Recourse

Lo S

vy




VYA

Lhaj)ﬁ nS)..,U uf“}) uw\éwt‘

. s Mool s x5 o
Expression Definition < e g
No matter what risk event occurs, the bOrrower | ¢ 5, « by, o & ol & o5 05
agrees to repay the debt. By definition, this is not S S e ks € e -
a project financing unless the borrower's sole | ~ f* i SRl oS el e Al
asset is the project. (o ol g onl i m by S Sl L
Q\j.&au éojjﬁéu.i\‘)gﬁwd\bjjf u)l.a w.au
.AJJ S el a.,b']:f r\} Lsib"’l'@’.‘;
Gearing odis | T¥
A measure of leverage such as the ratio of debt | b (el 015 Olpe g Seslll sl lazn
to equity or debt to total capitalization. oo 4 B G b a3 4y 3t
NESISto Py 5
Grace Period oS Geuss | YO
A period during which interest or principal is not | =8 55 sl ol booye O b oS gloys
yet payable; it usually occurs after SQ@rtup, | i o . i se Jyems sba s s,
commissioning, and completion in a project _ '
financing. By b edsn e el eSS s s3Ikl
Hedging sl bl | YP
A strategy that eliminates a risk through the spot | s & S (o b Seas Sl 3l
sale of the risk or through a transaction in an s Gl slem S S 5 e L L 5 ol
instrument that represents an obligation to sell ) j _
the risk in the future. The goal is to ensure that | cee «DLIBI (pl Bda 355 o odul 53 S
any profit or loss on the current s_ale or purchase Lt b i s 0L L s a8 el ol
will be offset by the loss or profit on the future | .
purchase or sale. (SR s L 0o 0L L s dewsa (gl
Hurdle Rate sl Yy
A minimum acceptable internal rate of return | <5 sbeisr Jsd JB Js clS5L # 5 sl
(IRR). Projects generating returns in excess of | T T TSI R
. . Sl bl wlo &5 4 s VL ClS5L
the corporate hurdle rate are viable candidates /M & e _
for implementation. Slaay ;S S oo sbml b 5,5 ool by
e oL<;.3 QT BN <al>.;,l Lg\ﬁ ng.i,'\__fa.:;.-j}
Indexed Rate etz YA
An interest rate linked to an index, usually the | ssba (ald S a0 o5 L St 5
CPI. SIS e Cead Lyt lE 4 J pans
Internal Rate of Return (IRR) s Geal) S5k F 5 YA
The discount rate that makes the net present | sobr =l (250l i omsn &5 ks &5
value equal to zero. Syd o
Lead Bank S Y
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A s_enior_ bank_ involved ir_1 the negotiations for a | ,, a5, Jb wb O Sl 53 o5 s, SSL
project financing. Subordinate to a lead arranger | e LSl TN
Ol’manager, o lAasy) 3] ji"\"" S .wbﬂ)g e 2)ls
.J)\) ‘)‘J:B
Lease o=l | F)
The owner of an asset (the lessor) agrees to | <t S G5 () Db S S
receive lease payments from the user (the | Sl bl 5 Grlis) S 6l e e
lessee).
AS 23l g5 5l 4l S Ol e
Letter of Credit (L/C) @bl Slel | FY
A financial instrument issued by a financial | ¢ « Jb awie S a5 Jbo cl )15
institution for the benefit of a customer under | i, . o7 cla s 5,0 e pslo 6 ot S
which the financial institution agrees to pay
money to the beneficiary thereof upon demand | @30 b L& Cose 53 S A8 G5
or upon the occurrence of specified events. S s Uy i s paie sl
Leverage A os | fY
The level of debt expressed as a percentage of | 3! i b dess Sosoa & pls Gl5) Olps
equity or as a ratio to equity. The U.S./Canadian | s 1 LUs/is, 0 oy 5580 Ol oss]
word for gearing.
e
Liability A | FF
The obligation to repay a defined amount or to | St sall b 5 eseia ahe Sl 5L Agad
perform a service. .
RS
Liquidity Ratio SLpEE Cos | FO
Any ratio used to estimate a company-s liquidity. | <S4 SLsidd s gl S 2l »
5 gl ealaal
London Inter-Bank Offered Rate (Libor) Y=o (S sl g5 | F7
The rate at which banks sell deposits in the | « b 53 [ es pw OF olul 3 SSL & 55
market. LIS e g b
Mezzanine Debt sbepls | FY
Refers to a type of debt which is between senior | s>s1 5 45| tly o S ssd e S Sl psw
debt and equity. The cost of mezzanine debt is | . | L. . .o, Koy ws Lol 5l o
greater than senior debt as there is more risk
involved. el el ) i el el ape
FA

Mortgage

A pledge or assignment of security of particular
property for payment of debt.
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Nonrecourse

The lenders rely on the project's cash flows and
security over the project vehicle's assets as the
only means to repay debt service.
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OECD Consensus

Guidelines created by the Organization for
Economic  Cooperation and Development
(OECD) that are intended to prevent distortions
in price competition among manufacturers of
different countries. The OECD Consensus is
derived from an OECD agreement, Arrangement
on Guidelines for Officially Supported Credits-
(1978), which limits export credit to 85% of the
contract value and holds interest rates to a
minimum of the OECD interest rate matrix,
which is revised semiannually.
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Off-Balance-Sheet Liability

A corporate obligation that does not appear as a
liability on the company’s balance sheet.
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Offtake Agreement

An agreement to purchase all or a substantial
part of the product produced by a project, which
typically provides the revenue stream for a
project financing.
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Payback Period

The period of years to recover the investment or
loan.
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Performance Bonds

Guarantees purchased by the project developer
issued by commercial banks or insurance
companies to guarantee full and successful
implementation of a contract according to
prespecified performance guidelines.
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Preferred Stock Sbes plew | 00
Preferred equity owners have privileges over | sbl> 5o Oblsplew 4 Cod Slhas g (nSbe
common shareholders, but have no voting rights | ;.. L. , s x o, g~ s s Sl
and typically are paid with fixed dividends. j
D g C}\Jﬁ Lol 4 JQU rl.@,,: 3 gos
Prime Rate wbFys| OF
The rate at which U.S. banks lend U.S. dollars to | ¢z & Sl glasSl & gb o 55
their most creditworthy customers. ns o 5T Vs 4 ol g slags e
Private Finance Initiative (PFI) sorar Jlieb | oY
A program launched in 1992 by the UK |« <z dowse 134T Jl 51 oS gl
Government to encourage private  sector i 53 o i ISl e Gyt
investment in the public sector.
) o w;)lsdu (Jaja&) deé
Project Company Ssp S| BA
A special-purpose entity created to develop, | 5 <Nl crns Gehny sk LS S0
own, and operate a project. et sl 6351 S 615 e
Project Life Cover Ratio (PLCR) (PLCRY) o355 jos (i oo | 0%
The net present value of a project's cash | &'z sisn crriwsss Swdis db el 25
available for debt service (CADS) over the s (ol L) s sk el il
project's defined life divided by the amount of e E ) o I .“’ﬁ - ’U
principal outstanding at the time of calculation. | & » pe% (CADS) o5, odd iy
Mbu QL«J BL) CU y‘ GJ\JLAL;L)
Public Private Partnerships (PPP) eyt He oSl | e
Projects, typically infrastructure developments, | sleis, sl Gln dsene jsba o S5l
which involve both the public and private | = ;.. .o o . L. sppe ok
sectors. )
Y J;); ol s PR
Shadow Tolls wlo s Goulse | 7)
Tolls based on project use but payable by the | 35z 3 Solone,e Ol Lol &S LS00
government or other_contracting authority rather sy s claolans b s dasi 5
than the general public. '
030 pyas dhe a4 550 0
Sovereign Guarantee (6o525) Ao poonds | FY
A government guarantee of its obligations under | G s> Gl Sligs S 5L e
project documents. 55 i
Spot Market Sl LAY

The market for buying and selling a specific
commodity, foreign currency, or asset at the
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prevailing price for immediate delivery.
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Swap

An arrangement in which two entities lend to
each other on different terms, for example, in
different currencies or at different interest rates,
fixed or floating.
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