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International University of Japan 
Graduate School of International Business 

 
Project Financing (FIN 4370) 

(An Essential Tool for International Development) 
Fall 2015 

 
Instructor: Mr. Kunio D. KIKUCHI, Senior Advisor 
                         Washington Research & Analysis, LLC 
 
Instructor's Contact: Office: Washington Research & Analysis, LLC 
 Tel: 301-675-7973 (USA Mobile)  301-320-3328 (USA Home) 
 (While in Japan:  080-5483-7634) 
 Email:  kunio_kikuchi@yahoo.com 
 Office Hours: TBA 
 
Class Time & Venue: TBA (Late October to November) 
 
 
Course Description:  “Project financing” is an important financing technique that is indispensable 
for the financing of large scale projects, especially infrastructure projects, around the world.  The 
Multilateral Development Banks (MDB’s), such as the World Bank, have used project financing to 
enable developing countries to construct and operate numerous priority infrastructure projects.  
Over the years, project financing enabled the construction and operation of numerous large-scale 
public sector infrastructure (e.g. electric power generation, transportation, communication) projects, 
resource development (e.g. agriculture) projects, as well as resource extraction (e.g. mining, oil and 
gas) projects.  The International Finance Corporation (IFC), the private sector assistance arm of 
the World Bank Group, has developed and utilized various project financing techniques to enable 
the construction and operation of private sector projects in developing countries.  During the past 
three decades, there has been an increasing participation by private sector financial institutions in 
project financing.  .  

  
The course topics encompass fundamental concepts of project financing, from project 

identification to project completion.  To establish the context of developmental impact, the course 
starts with a brief discussion of Japan’s emersion from dire poverty in the immediate post WWII 
years, followed by two decades of rapid economic development which enabled Japan to join the 
ranks of the industrialized countries.  The course will cover the topics of 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) the process known as the 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 a range of topics associated with project 
financing; e.g. the design of contractual arrangements; legislative provisions of the host government 
such as import tariffs or restrictions on profit repatriation, and project sustainability through 
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adherence to equator (environmental) principles.  
 
Course objectives:  The objective of the course is to provide students with the practical 
perspective as well as the necessary theoretical and conceptual tools related to project financing 
necessary for sound decision-making when undertaking major investments.  Based on the 
instructor’s thirty-year career at the World Bank Group orchestrating numerous loans for public and 
private sector projects, the course provides a solid basis for understanding and resolving key issues 
associated with project financing.  The course will approach project financing from the perspective 
of both the project sponsors and the project financiers.  The course will present a balanced mix 
between technical readings and case studies.  In order to stimulate innovative thinking and, 
mastery of the course material, students will be asked to present their own “favorite” project.  The 
proposed projects will be justified and/or critiqued by the students.   
 
 
Target audience:  The course is designed for graduate students pursuing careers in government 
agencies, international development banking, public and private sector infrastructure investments, 
corporate finance, and business development functions.  It is particularly appropriate for students 
with entrepreneurial mindset as well as those with interest in implementing medium to large-scale 
infrastructure projects requiring structured financing.  The underlying concepts would be 
applicable universally, in emerging markets as well as developed country settings.   
 
 
Required Textbook:  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 Edition
 John Wiley & Son, Hoboken, NJ, April 2013 
 
 
Helpful Textbooks and Material:  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 (8th 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. 
 
IFC, Lessons of Experience Series, available online: No. 4: Financing Private Infrastructure 
136 pages | © 1997IFC | ISBN 0-8213-3822-6; No. 7: Project Finance in Developing Countries 
102 pages | © 1999IFC | ISBN 0-8213-4434-X; No. 8: The Environmental and Social Challenges 
of Private Sector Projects 103 pages | © 2001IFC | ISBN 0-8213-5055-2. 
Handout materials based on the instructor’s experience at the World Bank and IFC as well as 



3 

 

recent material from IFC will be provided. 
 
 
Course format:  The course will be taught in the form of lectures together with review of 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 their “favorite” projects for class 
presentation.  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.  
 
 
Course Evaluation:  Grades will be based on total points earned on an examination, quizzes, and 
group assignments. 

  
Participation/attendance:     40% 
Group Assignment 40% 
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 with each other.  All assignments should be handed in 
by the scheduled deadlines.  Timely attendance and active participation for each session is strongly 
encouraged. 
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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, John Wiley & Sons 
(New York, NY, 2007), Ch. 1, “What is Project Financing?”  Chapter 19, “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, John Wiley & Sons (New 
York, NY, 2007), Ch.2, 3  
 
 
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 
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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, John Wiley & Sons 
(New York, NY, 2007), 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, John Wiley & Sons 
(New York, NY, 1996), Ch. 6, “Designing Security Arrangements”, Ch. 9, “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/IFC videocasts 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.  

http://www.ifc.org/tellingourstory
http://www.youtube.com/IFC%20videocasts


6 

 

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, John Wiley & Sons (New 
York, NY, 1996), Ch. 7, “Structuring the Project,” and Ch. 8, “Preparing the Project Financing 
Plan.” or; Finnerty, John D., Project Financing: Asset-Based Financial Engineering, 3rd Edition 
John Wiley & Son, Hoboken, NJ, April 2013  Ch. 8, “Structuring the Project,” and Ch. 9, 
“Preparing the Project Financing Plan.” C 
 
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, when the conditions warranted, 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 Finance: Asset-Based Financial Engineering, John Wiley & Sons (New 
York, NY, 2007), Ch. 14, “Issues for the Host Government.” 
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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, in some countries and sectors, the shift of implementation 
and/or ownership of certain infrastructure projects (mostly large ones) from the public sector to 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  
illustrate 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 Finance: Asset-Based Financial Engineering, John Wiley & Sons (New 
York, NY, 2007), Ch. 12, “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 Finance: Asset-Based Financial Engineering, John Wiley & Sons (New 
York, NY, 2007), Ch. 18 “Case Study: The Eurotunnel Project.”  Napoleon wanted to build this 
project but did not; 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 students presented initial documentation to solicit funding for their projects.  
Now they will present documentation to the (imaginary) Executive Board of the lead financing 
agency such as IFC, for approval of the financing.  Detailed format will be announced as this will 
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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.           (kdk: 7/10/2015) 
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