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Greenfield and Project Finance CG Tool

Introduction / Purpose of the Tool

In project finance, infrastructure and industrial projects are provided with long-term financing to be repaid with the cash flows generated
by the project themselves, rather than the sponsors. It generally involves equity investors as sponsors and a number of lending institutions.
A special-purpose-entity (SPE) is usually created for each project, to hold the assets that are the subject of the financing, to segregate
them from other assets held by the sponsors, as a protection against failure of the project and bankruptcy risks of sponsor’s related
companies. The SPE is usually restricted from incurring liabilities other than the transaction debt and is limited in its purposes and activities
that it may engage.

Governance for project finance and generally for greenfield projects, comprises relationships among sponsors, contractors and an SPE,
with the aim at ensuring that the project is well managed in terms of financial and non-financial risks. In particular, assessment of the
governance framework should seek to identify whether (i) sponsors have the capacity, experience and commitment to undertake the
project, (ii) the SPE has sufficient sponsor support, internal controls and risk management capabilities (iii) conflicts of interest in related
party transactions are identifiable, addressed and monitored and (iv) the SPE develops and constantly adapts and improves its own
corporate governance structures as the project advances and becomes operational.

This tool is primarily designed to address governance risks during construction and pre-operational phases of a greenfield or project
finance transaction. Other risks may exist in pre-construction phases (concession bidding or PPP structuring, for example), which are not
covered herein. When the SPE reaches full operational phase, other more traditional corporate governance tools may be used to assess
development (traditional progression matrix for corporates for example).

Disclaimer: This Tool has been developed in a collaborative effort of the DFI CG Working Group’s Committee on Project Finance,
composed by Marta Viegas (IDB Invest) as Chair, Elizabeth Fiona Alpe (ADB) and Charles Canfield (IFC). Although this Tool aims to be
as comprehensive as possible in the breadth of its analysis, it should not be relied upon as professional advice on legal, governance or
compliance related matters. The actual practices of each of the institutions involved in the development of this Tool may differ from what
is described or recommended. The Project Finance Committee would like to thank Mike Lubrano, from Valoris Stewardship Catalysts, as
well as the DFI CG Working Group for the overall support for this project.
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Questionnaire

No. | Question

1. Quality and Experience of Sponsors
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Relevant Documents
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Question

Relevant Documents
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Rationale for Question Response
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Question
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Relevant Documents

Response

Explanation;
Rationale for Question

Evaluation of
Response




Question

Relevant Documents

2. Relationship with Government and Integrity

Response

Explanation;
Rationale for Question

Evaluation of
Response




Relevant Documents Response Explanation; Evaluation of
Rationale for Question Response

3. Conflicts of Interest
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Question

Relevant Documents

4. Project and Project Company Governance

Response

Explanation;

Evaluation of

Rationale for Question Response
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Question

Relevant Documents
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Response

Explanation;
Rationale for Question

Evaluation of
Response




Question

Relevant Documents

5. Control Environment and Processes (Project Company)

Response

Explanation;
Rationale for Question

Evaluation of
Response




Question

Relevant Documents
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Response

Explanation;
Rationale for Question

Evaluation of
Response




Question

ansparency and Disclosure

Relevant Documents

Response

Explanation;
Rationale for Question

Evaluation of
Response




Relevant Documents Response Explanation; Evaluation of
Rationale for Question Response

7. Equity Structure; Transfers of Ownership and Obligations

Are any of the sponsors Financing [Explain] Equity and debt holdings have
providing both equity and debt arrangements and different economic profiles and can
to the project? In what documentation. deal to potentially conflicting
proportion and amounts? economic interests.




