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IJGlobal spent the last few months of 2017 quizzing senior market professionals 

around the world about the most signi�cant deals from their careers. We were as 

much interested in failures as successes. What we really wanted to talk about were 

the �nancings that helped shape the infrastructure market over the last 20 years.

After much head-scratching and debating a long list was whittled down to just 

10 transactions, each of which is pro�led in the following pages.

This list is in no means a top 10 of the last two decades. Some of the deals 

turned out to be absolute stinkers. But we think the selection best demonstrates the 

evolving challenges facing infrastructure over the period, and some of the novel 

solutions created to overcome them.

There has been an attempt to highlight a range of sectors and geographies, 

and deals have been picked from the start to the end of the period. The legacy of the 

�nancings closed in the �rst decade is obviously much clearer to perceive, but the 

more recent deals show potential to leave an indelible mark.

There are great stories which we unfortunately could not include. Many 

pointed to the tangled history of �nancings completed by power company Drax 

as the ultimate tale of resilience and redemption. Its journey from debt write-offs, 

through market collapse, to biomass conversions, quite neatly tells the story of UK 

power over the last 20 years.

There was no room either to discuss the traumas of the WorldCom fraud 

scandal, how the failure of the Winelands project stalled the nascent South African 

toll road market, or the ongoing and frustrating inability of Kuwait to procure PPPs.

Successful �nancings such as for the Tour-Bordeaux high-speed rail project in 

France, and for the Via Parque Rimac toll road in Peru were also part of the debate 

but didn’t quite make the cut.

We have focused on construction �nancings and make no apologies for that. 

Secondary market transactions may make up the bulk of activity at present, but it 

is new projects which keep the market alive long-term.

And it is by learning from these ground-breaking deals that mistakes from the 

past will (hopefully) be avoided in the future. 

By Jon Whiteaker 

10 deals over 20 years

https://ijglobal.com/


10 OVER 20

7ijglobal.com IJ 20th Anniversary Edition 2017

Dabhol trouble
WHAT WE SAID THEN: “Many Indian power projects have attracted attention 
in recent years – mostly for the wrong reasons. Not Dabhol II.” 

(ed. Not our �nest hour).

Financial close: June 1999

Description: Financing the construction of 

a 1,444MW expansion of the Dabhol gas-

�red power plant, a 5mmtpa regasi�cation 

facility, a 135,000 cubic metre LNG vessel, 

and associated port infrastructure.

Sponsors: Enron; Bechtel; GE Capital 

Structured Finance

Debt: $1.082 billion

ECAs: Jexim; OND

Joint arrangers: Credit Suisse; First 

Boston; ABN Amro 

LNG suppliers: Oman LNG; Abu Dhabi 

Gas Liquefaction

Offtaker: Maharashtra State 

Electricity Board

Dabhol II

Time to confess. In 2000 Project Finance 

magazine gave Dabhol II the Asian 

Power Deal of the Year award. But in 

our defence, it was impossible to see at 

the time how the project would become 

one of the largest white elephants ever in 

global power �nance, or how its principal 

sponsor Enron was on the verge of 

collapse and disgrace.

At �rst glance the expansion 

�nancing for the Dabhol gas-�red power 

plant in Maharashtra state had much 

to recommend it as an award winner. 

It was India’s largest ever non-recourse 

�nancing and the expansion was due to 

make Dabhol the largest gas-powered IPP 

anywhere in the world. 

But like much to do with Enron, 

looking below the surface uncovered all 

sorts of horrors. We do not have space 

here to tell the whole story of how dodgy 

accounting and endemic corruption 

brought down one of the world’s largest 

energy companies. But the post-�nancial 

close Dabhol disputes were an early 

warning that all was not well with the 

company from Texas.

The support Enron secured for 

the �nancing of Dabhol and the speed at 

which it completed the deal demonstrate 

how powerful the sponsor was at the time. 

Enron raised just over $1 billion in debt 

from local and international banks, as well 

as two ECAs, in less than a year. This was 

at a time when many banks were wary of 

emerging market risk, in the wake of the 

Asian �nancial crisis of 1997.

Dabhol II entailed the construction 

of a 1,444MW expansion to the existing 

Dabhol plant, taking it to 2,184MW in 

total; a 5mmtpa regasi�cation facility; a 

135,000 cubic metre LNG vessel; and the 

development of associated port facilities 

including fuel jetty, navigation channel 

and breakwater. 

The project was the �rst LNG 

terminal �nanced on the basis of multiple 

suppliers of LNG: a 20-year agreement 

with the Oman LNG company to buy 

1.6 million tonnes of LNG per year and 

480,000 tonnes more from Abu Dhabi Gas 

Liquefaction under a separate 20-year deal.

Even before the formal agreement 

for the �rst phase had been signed with 

Dabhol Power Company (a consortium 

led by Enron and also featuring GE and 

Bechtel), the World Bank had warned that 

the proposed contract was too one-sided 

in favour of the sponsors. The deal was 

negotiated on a bilateral basis with no 

competitive tender.

The plant bene�ted from a very 

generous power purchase agreement 

signed with the �nancially insecure 

Maharashtra State Electricity Board 

(MSEB). The terms of the PPA drew much 

criticism, but the fatal blow they would 

in�ict on the project only became clear a 

few years latter.

Stage one of the project came online 

in May 1999 and the �nancing for stage 

two was completed shortly afterwards. 

At the same time MSEB was cancelling a 

purchase agreement with local generator 

TEC. The local company sold power to 

the electricity board at less than half the 

price of Dabhol, but unlike with Dabhol it 

was not obligated to take TEC’s power. 

MSEB could have purchased power 

from other generators at a third of the 

price of Dabhol if it wasn’t obligated to 

buy from Enron under the terms of the 

PPA. By June 2000 it has been reported 

that MSEB owed an outstanding bill of 

$50 million to Dabhol Power Company.

This led to attempts at 

renegotiation, then legal challenges to the 

PPA, threats by Enron to close down the 

plant and walk away, and �nally lobbying 

by the US government on behalf of Enron.

 And then came the unravelling of 

Enron, as it was revealed that its �nancial 

was sustained only through accounting 

fraud. The company, which had been the 

seventh largest US corporate in the world, 

�led for bankruptcy in late 2001.

Dabhol was shut down by Enron in 

2001. The state-owned National Thermal 

Power Corporation, state-run gas �rm 

GAIL and a group of Indian banks took 

over the plant in 2005, eventually bringing 

it back online in July 2007. 
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When all the usual options are blocked 

off, it forces you to get creative. And so 

it was for Thames Water and its planned 

super sewer. 

A number of procurement models 

for major infrastructure projects now seem 

discredited in the UK. They are either seen 

as undesirable by politicians or the public 

(too much private sector pro�t), or seen as 

unworkable by the industry (not enough 

private sector pro�t).

This created a challenge for 

Thames Water when it came to funding 

a new £4.2 billion sewage network 

underneath central London. The 

Thames Tideway Tunnel will divert 

around 39 million tonnes of untreated 

sewage from over�owing into the River 

Thames. Thames Water has designed a 

tunnel that would run 25km from Acton 

in the west to Abbey Mills Pumping 

Station in the east, 65m below ground 

with a 7m diameter. It has an expected 

life-cycle of 120-year.

Although it agreed to invest 

£1.4 billion on preparatory works and 

construction of the Lee Tunnel, Thames 

Water was unable to bear the full costs 

itself. So, it set about designing a completely 

novel way to deliver a major project.

The introduction of the Flood 

Water & Management Act in 2013 

allowed the utility to tender new 

infrastructure to a third-party �nancier. 

Thames Water tendered for an 

independent infrastructure provider 

(IP), with its own license from regulator 

Ofwat, to undertake the rest of the work.

The Bazalgette consortium, 

comprising Amber Infrastructure-

managed fund INPP, Allianz Capital 

Partner, Dalmore Capital, DIF and Swiss 

Life, won the competition to be the IP 

in July 2015. Bazalgette will commit 

£1.275 billion in equity to the IP vehicle 

Bazalgette Tunnel Limited, which was 

due to be drawn down until early 2018. 

Regulated revenue streams therefore start 

immediately during construction.

Thames Water customer bills repay 

debt and provide equity returns through an 

additional bill charge on behalf of the IP.

Ofwat regulates utilities’ customer 

charges every �ve years – with a calculation 

of weighted average cost of capital (WACC) 

multiplied by regulated asset base (RAB). 

Bidders’ success depended upon their bid 

WACC (BWACC).

However unlike for a normal 

utility, the IP will have its own revenue 

structure for construction and testing up 

to 2030 based on BWACC x RAB. After 

2030 the IP is subject to Ofwat’s �ve-

yearly WACC determinations.

The sponsors had to raise debt to 

draw over more than seven years. Once 

equity is absorbed the senior debt will be 

drawn. RBC and Evercore put together a 

£1 billion 10-year revolving debt facility 

with a margin of 85bp over Libor, and 

commitment fee at 35% of that.

Periodic public bond issuances at 

terms and timings of favourable market 

conditions will repay the debt. Bazalgette 

has already issued several bonds since 

reaching �nancial close, including a £250 

million green bond in November 2017.

Construction contractors for the 

west, central and east lots had target cost 

contracts, rather than turnkey. Overall 

their contracts have a total value of 

roughly £1.77 billion. Overruns or upside 

on those contracts are shared between the 

IP and contractors. Tunnelling is due to 

begin in 2018 and continue until 2021. 

All works are scheduled to be complete 

by 2023.

Not only is the project’s structure 

genuinely innovative, but the tunnel 

itself will be a major feat of engineering. 

The big question mark hanging over the 

development is how strong public support 

for it will be moving forward. The increase 

in water utility bills to repay the capital 

cost will be introduced gradually, and 

there is surely a risk of a public backlash 

once those bills start rising.

Until then, everyone one involved 

in the deal can continue to marvel at how 

clever they all are. 

A new model
WHAT WE SAID THEN: “The new Thames Tideway Tunnel sewer in London has 
achieved construction phase stable returns for investors and a cost of capital well 
below the industry average at 2.497%, all under a bespoke regulatory regime.”

Financial close: August 2015

Size: £4.2 billion

Sponsors: Bazalgette Tunnel Limited 

(INPP; Allianz Capital Partner; 

Dalmore Capital; DIF; Swiss Life) 

Commercial lenders: RBC; Credit 

Agricole; Lloyds; MUFG; RBC; 

Santander; SMBC

Awarding Authorities: Thames Water; 

Department for Environment, Food 

and Rural Affairs (UK); Ofwat

Advisers: UBS; RBC; Evercore Partners; 

KPMG; PwC; Ernst & Young; Clifford 

Chance; Fresh�elds Bruckhaus Deringer; 

Hogan Lovells; Ashurst; Linklaters; 

Herbert Smith Freehills; Norton Rose 

Fulbright; Sharpe Pritchard; Berwin 

Leighton Paisner; Arcadis

Thames Tideway Tunnel
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Not many projects in the world have 

the size and scope of the Nacala 

Logistics Corridor. To build a road and 

port network across two countries is 

impressive, to have done so in East Africa 

while raising $2.73 billion of debt is well 

worthy of recognition.

It is the most recent of the deals we 

have chosen to highlight, and so its long-

term legacy is unknown. But whether it is 

for good or bad reasons, we feel certain it 

will be a transaction still talked about in 

another 10 years.

The scale of the project is dif�cult 

to imagine. The route travels 912km 

from Vale’s Moatize coal mine in the Tete 

region of northern Mozambique to the 

port of Nacala, travelling through land-

locked Malawi.

The project entails the construction 

of 230km of new lines and the 

rehabilitation of 682km of existing track, 

and also the construction of a coal export 

terminal at Nacala with a loading capacity 

of 18 million tonnes per year of coal and 

a further four million tonnes per year of 

general cargo. The rail portion has the 

capacity to transport 22 million tonnes 

per year, of which 18 million is assigned to 

Vale’s Moatize mine.

The management of Vale port and 

the connecting rail lines in the north 

of Mozambique had been awarded 

to Corredor de Desenvolvimento do 

Norte (CDN) consortium under a PPP 

contract in 2005. The full structure 

of the consortium is not in the public 

domain, but shareholders are understood 

to include Mozambique’s national 

railway company Caminhos de Ferro de 

Moçambique (CFM) and US companies 

Edlows Resources and Railroad 

Development Corporation.

The promised upgrades to the 

network and port failed to materialise 

however and the concession was 

understood to be losing money when 

it caught the eye of Brazilian mining 

company Vale, which owns and 

operates the Moatize mine in the 

country’s Tete province.

Existing rail links between 

Moatize and the country’s ports were 

lacked capacity, and so Vale saw an 

opportunity to ensure it could maximise 

the Moatize mine’s export potential. 

From 2009 onwards, the mining 

company began to acquire an increasing 

stake in the Nacala concession. 

The cost to upgrade the network 

and create a new more direct line to 

the port, cutting through Malawi, was 

considerable. Nacala began work on the 

network in 2012, paying for it on balance 

sheet while seeking a debt �nancing 

package and a co-sponsor with suf�cient 

available funds.

Help was going to come from 

Japan. The ProSavanna programme is 

run by the Japanese government and 

seeks to develop industrial agriculture 

in Mozambique. Nacala Port is crucial 

to the ProvSavana project as it is where 

equipment and machinery will be 

imported through and future production 

exported out of. 

Japanese company Mitsui of�cially 

acquired a 50% stake in the logistics 

corridor and a 15% stake in the Moatize 

Mine in April this year, but Japanese banks 

and ECAs have been working on this deal 

for many years.

That Vale only completed �nancing 

eight years after it bought into the project, 

and two years after the coal export 

terminal was completed, demonstrates the 

complexity of getting the deal to �nancial 

close. Land rights have been particularly 

slow to resolve. 

The debt package is split between: 

a $400 million facility covered by Export 

Credit Insurance Corporation of South 

Africa (ECIC) priced at 35-400bp over 

Libor; a $1 billion NEXI-covered facility 

priced at 190bp over Libor; a direct loan 

from JBIC of $1.03 billion; and a $300 

million direct loan from AfDB. All the debt 

has a tenor of 14 years. 

Keeping on track
WHAT WE SAID THEN: “It brings together many strands of project �nance over 
the last 20 years, everything from risk allocation in concession agreements to 
managing political risk in a big-ticket ECA �nancing.”

Financial close: November 2017

Size: $4.9 billion

Description: Construction of 230km of 

new lines, the rehabilitation of 682km 

of existing track, and construction 

of a coal export terminal at Nacala, 

Mozambique

Sponsors: Vale (85%); Mitsui (15%)

Debt: $2.73 billion

Commerical lenders: Standard Bank, 

Investec, ABSA, Rand Merchant Bank, 

SMBC, MUFG, Mizuho, SMTB, 

Nippon Life Insurance Company, 

Standard Chartered

ECAs: JBIC; NEXI; Export Credit 

Insurance Corporation of South Africa

DFI: AfDB 

Financial adviser to Vale: HSBC

Legal advisers: White & Case 

(Vale); Linklaters (lenders)

Nacala Logistics Corridor
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