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The case for Project Bonds 

Investment requirements in infrastructure 

 

Long-term bank lending: 

 Limited capacity 

  Basel III 

 

Bond solutions required to replace previous structures 
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Credit Support Options 

 Aims: 

 Improve ratings of senior debt 

  Assist accessibility of projects for the broader 

 capital markets investors 

 Decrease overall cost of debt 

 

What should support cover? 

When is support needed?  

Recycling of support 

Refinancings  

  

3 



Credit Support Options: 

Funded vs. Unfunded 

Funded options: 

 Equity 

 Mezzanine Debt 

Drawbacks 

Unfunded options: 

 Letter of Credit 

 Guarantee 

 Insurance  

 Credit Default Swaps 
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‏ Why are control rights important? 

 

‏ A principled view? 

  “Skin‏in‏the‏game”‏participants 

  Fiduciary duties 

  Independent expert 

 

Decision making – who is in control?  
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‏ Potential candidates: 

  Bondholders 

  Representative Bondholder  / BH Committee 

  Trustee 

  “Super-Trustee” 

  Mezzanine Investor 

  Guarantor of Senior Debt 

 

‏ A combination?  

Decision making – who is in control?  
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