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A 0ÒÏÊÅÃÔ "ÁÎËÅÒȭÓ Perspective

John Sellers
Principal

Public Private Partnerships Arizona, Inc.
Part of the Yavapai Regional Capital, Inc. Group
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Overview of Recent Events

Å5Ȣ3Ȣ ÈÉÔ ÂÙ ÁÎ ȰÅÃÏÎÏÍÉÃ 0ÅÁÒÌ (ÁÒÂÏÒȱ

ÅThe U.S. is ill-prepared for this

ÅU.S. has relied on Public Finance

ÅNot Project Finance which funds PPPs

ÅEuropean banks dominate this market 



Central Arizona Institute October 9, 2009Public Private Partnerships Arizona, Inc.
4

Project Finance History

* Courtesy  Reuters Project Finance International 

Project Finance Volume by Sector from 1983 ɀ2008

Sector
Loan Volume

(US$ Mil)
Mkt.
Share

Number of
Issues

Power $454,453 26.5% 1,492

Agriculture & Forestry $1,880 0.1% 14
Industry $60,385 3.5% 198

Leisure & Property $96,532 5.6% 617
Mining $35,505 2.1% 185

Oil & Gas $187,682 11.0% 413
Petrochemicals $109,501 6.4% 171

Telecommunications $100,284 5.9% 238
Transportation $254,447 14.9% 638

Unallocated - prior to 2003 $382,415 22.3% 1,537

Waste & Recycling $6,361 0.4% 62
Water & Sewerage $22,539 1.3% 142

Project Finance Industry Total $1,711,984 100% 5,707
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Global Rankings by Bank &Count ry
Project Finance ranking 2008 --- Source: Reuters Project Finance International

Ranking Bank Nationality Loan Volume
% Mkt 
share

No of 
deals

1 RBS British $13,195 5.3 86

2 BNP Paribas French $11,926 4.8 81

3 State Bank of India Indian $11,512 4.6 25

4 SMBC Japanese $10,297 4.1 71

5 Calyon French $9,911 4.0 70

6 Dexia French $8,823 3.5 89

7 Mitsubishi UFJ Japanese $7,973 3.2 58

8 WestLB German $6,943 2.8 43

9 ING Dutch $6,576 2.6 62

10 Fortis Belgian $6,473 2.6 57

11 Santander Spanish $6,470 2.6 63

12 SG French $6,418 2.6 58

13 BBVA Spanish $6,149 2.5 71

14 HSBC British $5,229 2.1 38

15 Mizuho Financial Japanese $5,182 2.1 38

16 UniCredit Italian $4,493 1.8 39

17 Barclays Capital British $3,960 1.6 20

18 Caja Madrid Spanish $3,858 1.5 49

19 Caixa Geral de Depositos Spanish $3,505 1.4 27

20 Banco Espirito Santo Spanish $3,272 1.3 40

35 Goldman Sachs US $2,169 0.9 3
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A Recent Example 
ÅFlorida I-595 $787 million bank loan 
×Santander, Dexia, Calyon, SocGen, Caja Madrid

×La Caixa, NAB, Banco Popular, WestLB, Caixanova

ÅSurprised foreign contractors 
dominate?  

ÅThink that happens in China?

ÅThere is and will be no Ȱ5Ȣ3Ȣ )ÎÃȱ 

Å"ÕÔ ÔÈÅÒÅ ÉÓ Á Ȱ&ÒÁÎÃÅ )ÎÃȱ
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Importance of Debt

ÅEquity covers up to 20% of project costs

ÅProject Finance debt provides the rest 

ÅPrivate institutional debt rarely used

×4ÈÅÙ ÄÏÎȭÔ ÌÅÎÄ ÐÒÅ-completion

ÅProject Finance does

Å0ÌÕÓ ÉÔȭÓ Á ÂÏÒÒÏ×ÅÒȭÓ  ÌÏÎÇ-term option 
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Importance of Debt

Å000ȭÓ ÁÒÅ ÃÏÍÐÅÔÉÔÉÖÅ ÍÁÉÎÌÙ ÂÅÃÁÕÓÅ ȡ

×Built cheaper, to budget and on time

Å0ÒÉÖÁÔÅ ÓÅÃÔÏÒ ÍÁÎÁÇÅÓ ȰÃÈÁÏÓȱ ÂÅÔÔÅÒ

Å53 ΫγβΪȭÓ )00 ÅØÐÅÒÉÅÎÃÅ

×Projects were built for up to 40% less
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Importance of Debt

ÅAssume 80% project debt costs 7% pretax

ÅAssume 20% equity costs 12% pretax

ÅWeighted average cost of capital = 8% pretax

ÅComparable to tax exempt at 6% post tax

ÅLower capital cost flows to lower user fees

ÅLower user fees + assured delivery =HAPPY 
USERS2ÁÔÅÓ ÁÒÅ ÄÅÅÍÅÄ ÉÎÄÉÃÁÔÉÖÅ ÏÆ Á ȰÎÏÒÍÁÌÉÚÅÄ ÍÁÒËÅÔȱ
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Happy PPP Users - Rouen Metro
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Simple Example

ÅAssume project supplies 8,000 af/yr 

ÅEquals 2,606,808,000 gallons

ÅCapital cost = $150,000,000

ÅAssume 30-yr capital repayment 

ÅAt 12% = $7.14 per 1000 gallons

ÅAt 8%  = $5.11 per 1000 gallons

Å7ÉÌÌ ÔÈÁÔ ÍÁËÅ Á ÄÉÆÆÅÒÅÎÃÅ ÔÏ ȰÂÕÙ-ÉÎȱȩ
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Things to Remember about PPPs

Concepts are basic business but

ÅThere are many moving parts 

ÅThe process management is complex

ÅThorough due diligence must get done first

ÅTransparency is key

ÅUncover the buried bodies beforehand 

ÅParticularly critical to the debt providers
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Finally

Å)ÔȭÓ )ÎÄÕÓÔÒÉÁÌ %ÎÇÉÎÅÅÒÉÎÇ first

ÅFinancial Engineering second

ÅFinance is the servant ɀnot the 

master!
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Fixing the Debt Problem

Robert Wagner
Principal

Public Private Partnerships Arizona, Inc.
Part of the Yavapai Regional Capital, Inc. Group
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Problem Definition

ÅDebt is critical to PPPs

ÅU.S. banks

×,ÅÆÔ 0ÒÏÊÅÃÔ &ÉÎÁÎÃÅ ÍÁÒËÅÔ ÉÎ ÔÈÅ βΪȭÓ

×Regulators view best PPP loans as BBB

×U.S. banks no longer have the culture

ÅForeign banks
×Also hit by credit crisis ɀreach limits

×Often bring foreign developers/managers
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Possible Solutions

ÅYavapai Regional Capital, Inc. ɀa regional 

infrastructure merchant  bank

×Design & management of PPPs for rebuilding the 

American Southwest

×!ÄÖÉÓÅ ÐÕÂÌÉÃ ÓÅÃÔÏÒ ÃÌÉÅÎÔÓ Ǫ ȰÃÏ-ÐÉÌÏÔȱ 000Ó

×Already incorporated in Arizona

×PPP subsidiaries in each of 6 states

×Public clients can buy equity in lieu of some fees

×4ÈÅÒÅÆÏÒÅȟ Á Ȱ000ȱ ÉÔÓÅÌÆȟ ÂÕÔ ÐÒÉÖÁÔÅÌÙ ÃÏÎÔÒÏÌÌÅÄ
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Yavapai Regional Capital, Inc.

ÅRemuneration linked to project success; no 
taking fees and leaving ɀin for the long term

ÅVery attractive for out-of-state investors

ÅAdd a commercial bank ASAP ɀa great example 
for other U.S. banks

Å7Å ÈÁÖÅ ÏÕÒ ȰÂÏÏÔÓ ÏÎ ÔÈÅ ÇÒÏÕÎÄȱ ÉÎ ÔÈÅ 37 ɀ
a major advantage over Wall Street

ÅWith private control and long -term focus, YRC 
is a perfect mitigant for potential conflicts of 
interest ɀensures transparency & best deal
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Yavapai Regional Capital, Inc.

YRC has world-class skill sets:
×Public policy - otherwise deals will fail

×Complex transaction management

×Project Finance expertise

×Sector expertise

×Credit for counterparty risk

×Privatization perspective

×Engineering risk judgment

×Ȱ"ÕÙ-ÉÎȱ  from public and government


