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Course Description: 

Project financing is an important financing technique that is indispensable for the financing of large 
scale projects, in particular, infrastructure projects.  The course covers the fundamentals of project 
financing, from project identification to project completion.  To establish the context of developmental 
impact, the course will start with a brief discussion of how Japan coped with dire poverty during the 
immediate post WWII years.  This period was followed by two decades of rapid economic development, 
including investments in large-scale strategic infrastructure projects, which enabled Japan to join the 
ranks of the industrialized countries.   

 

The course will cover; a) the concept and definition of a sustainable project, b) project financing 
schemes that address the financing requirements of a wide range of projects, c) project cycle for 
identifying and evaluating projects, d) techniques for project preparation and appraisal including the 
analysis of feasibility studies, assessment of risks, the financing plan and its implementation.  Project 
financing schemes will be examined from the perspective of the project owner or sponsor, as well as the 
project financier.  The course will also discuss contractual arrangements; legislative provisions of the 
host government such as import tariffs or restrictions on profit repatriation, and project sustainability 
through adherence to equator (environmental) principles.  

 

Learning Objectives: 

The objective of the course is to provide students with: a) the practical knowledge, as well as the 

theoretical and conceptual tools, for making sound decisions on whether to undertake major 

investments; b) an understanding of the developmental role of infrastructure projects; c) the practical 

ways to design and dimension bankable projects; d)  the process and procedure for identifying and 



appraising project proposals; E) the assessment of risks and the know-how for structuring financing and 

analyzing sources of financing; and f) the awareness of global environmental issues and project 

sustainability.  The team workshop for project proposals will give the students practical experience in 

team work and public speaking skills for both soliciting funding and accepting/rejecting project financing 

requests.  This course will enable students to answer with confidence, the question, “What is the least 

cost alternative for meeting a critical developmental need, and how should it be financed?” 

 

Career Relevance: 

This course enhances career development opportunities for students by providing the necessary tools 

to address with confidence issues related to the allocation of scarce resources for major infrastructure 

and other public/private sector projects.  Government officials will gain knowledge and ability to assume 

confidently, a managerial role leading a team of staff or consultants engaged in project financing.  

Students in the early stages of their careers could be inspired to seek jobs in developmental agencies 

such as the World Bank Group, or jobs in major banks involved in project financing. Those seeking 

public service will obtain the necessary tools for decision-making on major project financing proposals.  

In short, this course will provide students with confidence when dealing with project financing.   

 

Course Context or Rationalization:  
The underlying concepts of this course apply to both emerging market as well as industrialized 

countries.  The course is not designed to provide in depth analysis of the many components of project 
financing, especially in areas of accounting and financial engineering; e.g. derivatives, model building or 
risk analysis and mitigation.   
 
On the other hand, this course familiarizes the students with the essential elements of project financing 

and provides linkages both vertically and horizontally with a large number of courses offered at IUJ.   
These are:  a) Curriculum for MA in International Development—Development Economics, Cost Benefit 
Analysis, Development Finance, Development Planning, Environment Economics, Financial Economics 
and Capital Markets, International Finance, Project Cycle Management, Public Finance, and Postwar 
Japanese Economy;  b) Curriculum within GSIM, MBA-- Financial Accounting, Corporate Finance; c) 
Management Courses such as International Business, Project Management, Negotiation Strategy, 
Project Management, and Corporate Social Responsibility; d) Finance Courses such as Investments, 
Financial Risk Modeling, Debt Securities Markets,  Financial Statement Analysis, International Finance,  
International Finance Law, and Private Equity and Venture Capital.    
  
IMF scholars pursuing MA in Economics may find this course relevant given that a country’s economic 

development relies heavily on strategic investments in infrastructure projects.  
 

GSIM courses that complement this course are Corporate Finance and Financial Accounting, by 

providing familiarity with topics such as Time Value of Money, Net Present Value, Internal Rate of 

Return, and Excel Spread Sheets for Corporate Financial Projections, Discounted Cash Flow Analysis, 

Sensitivity Analysis; etc.   

Delivery Methods: 

The course will be delivered mainly through eight lectures; student participation will be encouraged.  

Tutoring will be provided as needed.  Student presentation will be on the Sixth and Tenth (final) 

Sessions where teams or two-to-four students will present and refine their project proposals 

incorporating all the elements of project financing.  In lieu of final exam, students will be required to 

prepare a report on selected project financing topics.  

 



Assessment: 

Grades are based on total points earned on an examination, quizzes, and group assignments. 
  

Participation/attendance:     50% 

Group Assignment 30% 

Final Take Home Assignment  20% 

 Total 100% 

Fairness and Integrity: 
The IUJ principles of honor and the codes of conduct will be strictly applied. 
Except for the take home assignment, all other assignments are group-based.  Members of the same 

group are encouraged to cooperate.  All assignments should be handed in by the scheduled deadlines.  
Timely attendance and active participation for each session is strongly encouraged. 

 

Prerequisite: 

Target audience: 
The course is designed for graduate students pursuing careers in government agencies dealing with 

economic development, infrastructure investments, international development banking, public and 
private sector infrastructure investments, corporate finance, and business development functions.  It is 
also appropriate for students interested in politics as politicians need to decide how to allocate scarce 
resources for the best projects.  

This course will have linkages with a wide variety of courses in International Development such as 

International Finance, Developmental Finance, Project Cycle Management, Public Finance, Financial 

Economics and Capital Markets, Environmental Economics, and Post War Japanese Economy.  IMF 

scholars pursuing MA in Economics may find Project Financing relevant as they will be taking courses in 

International Finance and Developmental Finance.  Important GSIM courses that complement this 

course are Corporate Finance and Financial Accounting. The underlying concepts of this course would 

be applicable in both emerging market as well as industrialized country settings. 

Textbook(s) Required:  
The course will generally follow the following textbook.  It is essential to read 

assigned portions to keep up with the course lectures and cases.  

 

Finnerty, John D., Project Financing: Asset-Based Financial Engineering, 3rd Editi

on John Wiley & Sons, Hoboken, NJ, April 2013 

(Note: Except for the addition two new Chapter 6 on renewable energy and Chapter 

15 on Sharia based financing, the above is the same as the previous edition:  

Finnerty, John D., Project Financing: Asset-Based Financial Engineering, Second 

Edition  John Wiley & Sons, Inc., Hoboken, NJ, 2007.  

 

Reference books/Journal Articles: 

 Nevitt, Peter K., and Fabozzi, Frank J., Project Financing (Seventh Edition), 

Euromoney Books, (London, UK (ISBN: 1855647915), 2000).  

 

Fabozzi, Frank J. and de Nahlik, Carmel F., Project Financing (8
th
 Edition), 687p. 

Euromoney Institutional Investor PLC, London, 2012  

 

Pretorius, Frederik, et al., Project Finance for Construction & Infrastructure: 



Principles & Case Studies, Blackwell Publishing, Malden, MA, 2008. 

 

Handout materials based on the instructor’s experience at the World Bank and IFC 

as well as current material from IFC will be provided. 

 

Class Outline Course format: 

The course will be taught in the form of lectures together with case studies intended 
for in-class discussion.  Students will be encouraged to be part of a study group 
made up of two or three members especially in developing a “favorite” project for 
class presentation towards the end of the course.  Weighting for class participation 
will be derived from attendance, class participation, discussion on case studies and 
individual assignments.  Each student is expected to research assigned reading 
materials and handout materials thoroughly in anticipation of the class lecture to 
facilitate lively discussion.  

 

Group Assignments: 

Depending on the number of students there will be either an individual or group 
“project proposal” and critique.  Students are encouraged to work together to carry 
out group research and assignments.  At the end of the course, there will be a take 
home assignment to be submitted to the instructor. 

 

Course Schedule 

Session 1:  THE FUNDAMENTALS OF PROJECT FINANCING 

a) Meet your instructor and fellow students and share expectations for the course. 

b) Ensure awareness of course objectives and material. 

c) Establish the underlying concepts for investment projects as well as their 

financing requirements.  

 

Based on a clear understanding of “projects” the distinguishing features of project 

financing from other forms of financing will be explained.  

 

Required Reading:  

Handout material –a) “Japan Was a Major World Bank Borrower,” b) “Possible 

Reasons for Countries to Underperform Economically, and Remedies.”   

 

Finnerty, John D., Project Financing: Asset-Based Financial Engineering, 3rd 

Edition John Wiley & Sons, Hoboken, NJ, April 2013, Ch.1, “What is Project 

Financing?”  Chapter 21, “Conclusion”  

 

Session 2:  ADVANTAGES OF PROJECT FINANCING FOR HIGH 

RISK AND/OR LARGE PROJECTS IN EMERGING MARKET SETTING 

Project Financing enables the commitment of large amount of funds even in high risk 

areas by involving lead financial institutions and co-financing arrangements.  The 



session will cover, from the perspective of project promoters, owners, or sponsors, 

the importance of preparing documentation for “bankable” projects.   

 

Required Reading:  

Handout material – “Initial Information to be provided by the Project Sponsors to the 

Lenders” (adapted from International Finance Corporation’s documentation). 

 

Finnerty, John D., Project Financing: Asset-Based Financial Engineering, 3rd Edition 

John Wiley & Sons, Hoboken, NJ, April 2013,  Ch. 2, “The Rationale for Project 

Financing”, and Ch. 3, What is Special about Large Projects? 

 

Session 3:  ANALYZING PROJECT VIABILITY and RISK ANALYSIS 

OF A PROJECT:  APPLYING THE PROJECT CYCLE OF THE 

INTERNAIONAL FINANCE CORPORATION 

Before making commitments, lenders and investors must be satisfied with the 

viability of projects.  The building blocks for assessing project profitability e.g. 

project cash flow, opportunity cost of capital, net present value and internal 

rate-of-return will be discussed in detail.  All significant project risks and 

arrangements to allocate those risks to protecting the financial viability of the project 

will be discussed.  Review of recent developments at International Finance 

Corporation, the rapidly growing and highly profitable unit of the World Bank Group 

dedicated to financing private sector projects in developing/emerging markets.  

Both the World Bank and IFC apply the Project Cycle as a method to reach decision 

for making loans and/or investments for projects. 

 

Required Reading:  

Finnerty, John D., Project Financing: Asset-Based Financial Engineering, 3rd 

Edition John Wiley & Sons, Hoboken, NJ, April 2013,  Ch. 5, “Analyzing Project 

Viability.”  

 

Handout material—a) “(IFC) Project Cycle;” b) “Equator Principles and 

Environmental Assessment for Projects”; c) “Initial Project Information for a medium 

sized tourism project—Bethlehem Intercontinental Project.” 

 

Helpful Reading: 

Nevitt, Peter K., and Frank J. Fabozzi, Project Financing (Seventh Edition), 

Euromoney Books (ISBN: 1855647915), (London, UK, 2000), Ch. 5, “Risks which a 

lender may assume.” 

 

Session 4:  DETAILS OF PROJEDT APPRAISAL: ASSESSING 



FINANCIAL, ENVIRONMENTAL, AND OTHER RISKS 
The financial viability of a proposed project must be assessed by reviewing the 
projected financial performance.  The financial modeling, based on the analysis of 
balance sheet, income statement and cash flow form the basis of the discounted 
cash flow analysis.  From the viewpoint of sustainable development, environmental 
impact assessment is important for all projects, in particular for large projects.  

 

Required Reading: 

Finnerty, John D., Project Financing: Asset-Based Financial Engineering, 3rd 

Edition John Wiley & Sons, Hoboken, NJ, April 2013,  Ch. 7, “Designing Security 

Arrangements”, Ch. 10, “Discounted Cash Flow Analysis.” 

 

International Finance Corporation, Infrastructure; How the Private Sector Helps, IFC 

Stay Connected Web and Social Media Resources www.ifc.org/tellingourstory; 

YouTube www.youtube.com/IFCvideocasts Washington, DC 2012 Vol. 6/Issue1 

 

Session 5:  STUDENT PRESENTATION AND OVERVIEW 

Each (group of three students) student will be asked to incorporate the material 

learned in the previous four sessions to undertake a challenging exercise to 

approach an international lending institution to solicit project financing for a proposed 

private sector project (of medium size).  Students will be encouraged to support, 

question and even develop each other’s project.  Improvements in each project and 

financing plan are likely to result by the end of the session. 

Legal structure can have important tax implications and can also affect the 
availability of funds to a project and increase the cost of project financing.  

 

Required Reading:  

Nevitt, Peter K., and Frank J. Fabozzi, Project Financing (Seventh Edition), 

Euromoney Books (London, UK, 2000), Ch. 4, “The offering memorandum,” Ch. 6, 

“Choosing a bank, “ Ch. 7, “Contacting lenders and investors.” 

 

Session 6:  a) REVIEW OF SESSIONS 1-5; b) STRUCTURING THE 

PROJECT AND PREPARING THE FINANCING PLAN FOR A LARGE 

PROJECT  

A large infrastructure project requires numerous sources of funding.  Potential 
sources of funds need to be carefully reviewed in order to determine the financing 
package that affords the lowest cost of capital consistent with potential project 
specific constraints.  Correct structuring of the project correctly will facilitate project 
implementation.   

 

Required Reading:  

Finnerty, John D., Project Financing: Asset-Based Financial Engineering, 3rd Edition 
John Wiley & Sons, Hoboken, NJ, April 2013,  Ch. 8, “Structuring the Project,” and 
Ch. 9, “Preparing the Project Financing Plan.”  

 

http://www.ifc.org/tellingourstory
http://www.youtube.com/IFCvideocasts


Case: “California High Speed Rail,” 2011 HBS Case #HKS440 This case discusses 

demand, financial and benefit-cost analyses; illustrates many issues that typically 

arise in project evaluation. It examines the Authority’s planning efforts and the 

controversies that arose over the alignment, the demand projections, the financial 

plan, and the social benefit cost analysis.  

 

Session 7: PRIVATE PUBLIC PARTNERSHIPS (PPP) FOR PROJECT 

FINANCING OF INFRASTRUCTURE PROJECTS  

In late 1980’s the implementation and/or ownership of infrastructure projects shifted 

from the public sector domain to the private sector.  The financing of private 

infrastructure through ownership structure of projects such as BOO and BOT are 

reviewed.  A landmark study in 1996 by IFC in its “Lessons of Experience” series 

details the important shift of project ownership to the private sector.   

 

Required Reading:  

Finnerty, John D., Project Financing: Asset-Based Financial Engineering, 3rd 

Edition John Wiley & Sons, Hoboken, NJ, April 2013,  Ch. 16, “Issues for the Host 

Government.” 

Carter, Lawrence W and Bond, Gary, Financing Private Infrastructure (Lessons of 

Experience Series #4), The World Bank and International Finance Corporation 

(Washington, DC, September 1996), Chapter 1, “Introduction” and Chapter 6, 

“Mobilizing Finance”.  

 

Session 8:  SOURCES OF PROJECT FUNDS 

The previous session discussed the shift of infrastructure projects (mostly large 

ones) from the public sector the private sector.  A compelling reason is the need to 

fund large projects successfully. 

 

Case: 

“Five Keys to Powering-up a Private-Sector Participation Transaction: The Albanian 

Experience,” and “Ashta Hydropower; Turning a Doubtful Concept into a 

Technological Trailblazer,” IFC Advisory Services in Public-Private Partnerships 

(Lessons from our Work in Infrastructure, Health and Education), IFC, (Washington, 

DC, July 2010), pp21-35.  The two cases  

describe what to do when the public sector does not have enough resources to 

provide basic public services such as electric power. 

 

Required Reading:  

Finnerty, John D., Project Financing: Asset-Based Financial Engineering, 3rd Edition 

John Wiley & Sons, Hoboken, NJ, April 2013,  Ch. 13, “Sources of Project Funds.” 



 

Session 9:  A MAJOR TOURISM INVESTMENT PROJECT TO MEET 

THE NEEDS OF THE HOST GOVERNMENT  

In good times, tourism projects create jobs, earn foreign currency as well as good 

will of international visitors to the country; in bad times, tourists will avoid the country 

and the operation of tourism projects could come to a standstill.  Should the project 

go ahead?  What are some of the key decision-making elements? 

 

Required Reading:  

Handout material:  “Bethlehem Intercontinental Hotel Project (a flagship investment 

for the Palestinian Authority) 

 

Finnerty, John D., Project Financing: Asset-Based Financial Engineering, 3rd Edition 

John Wiley & Sons, Hoboken, NJ, April 2013,  Ch. 20 “Case Study: The Eurotunnel 

Project.”  Napoleon wanted to build this project, others followed while many 

considered the project to be foolhardy.  Nonetheless, the project went ahead and 

the result is fascinating.  

 

Session 10:  GROUP PRESENTATION AND CLOSING THOUGHTS  

In Session 5, the group presented initial documentation to solicit funding for projects.  

Now the group will present documentation to the Executive Board of the lead 

financing agency such as IFC, for approval of the financing.  Detailed format will be 

announced as this will depend on the time allocated for each group’s presentation.  

 

A take home assignment will be explained by the instructor who will allocate all the 

extra time as necessary for discussion with and questions from the students. 

Others (if any)  

 

 


