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ABSTRACT

The Project bond model which is an alternative
for project finance, is a quite new method in
Turkey while it is commonly used in the world.
In this article, the general characteristics of
the project finance method will first be ex-
plained and following the explanation, the dif-
ferences between traditional banking finance
and project finance methods will be discussed
by making a comparison.
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OZET

Yeni bir proje finansmani alternatifi olarak
ortaya clkan proje tahvili, dinyada yaygn
olarak uygulanan bir yontem olmakla birlik-
te Turkiyede yeni uygulanmaya baslanan bir
finansman yontemi olarak karsimiza cikmak-
tadir. Bu makalede oncelikle proje finansman
yonteminin genel dzellikleri aciklanarak gele-
neksel banka finansman yontemi ile karsilas-
tinlmasi yapilacaktir.

ANAHTAR KELIMELER: Kamu-Ozel Or-
takliklari, Proje Tahvili, Proje Finansmani, Alt-
yap! Projeleri
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I. INTRODUCTION

ROJECT BONDS ARE FINANCING METHODS THAT EXIST
since the beginning of the nineties and its
area of, its area of usage is especially broad-
ened after the global crisis. Project bonds
that are seen as a powerful alternative to
bank loans, despite being generally used for

infrastructure projects, are also suitable fund resources
for all other industries. Project bonds, as capital market
instruments, have the necessary qualities to fulfill the
expectations of infrastructure projects, especially the
ones that need major financing. In this regard, a need of
research has arisen in the use of project bonds both do-
mestically and globally.

It is noteworthy to mention that in Turkey, there is not
enough academic work about the application and area
of usage of the project bonds while it is increasing in the
world day by day. In this article which is written with the
purpose of finding a solution to this deficit; general fea-
tures, global development, reasons of being accepted as
apowerful alternative to the bank loans and the applica-
tion of project bonds in turkey are examined.

In the first place, a general framework will be drawn on
the concept of Project Bonds in the world. In this con-
text, it will be discussed in which countries the use of
project bonds has been observed to increase from the
beginning of the 90s and since, and their connection
with investment projects.

Then the Negative Transportation Cost, as an important
factor in the project bond transactions, will be explained
and the alternatives that are currently being used to re-
duce or eliminate its relatively negative effects will be
mentioned. Afterwards, the target investor group will
be mentioned. The methods that the investors generally
prefer for the rating of the pricing issuance will be men-
tioned and the on-going process for the bond issuance
will be explained step-by-step. In the last part of the ar-
ticle, as the main subject to be emphasized, the compari-
son of traditional bank loans and project debts will be
held with their advantages and disadvantages.

Il. GENERAL OVERVIEW OF PROJECT BONDS

The qualified borrowing sector is an established sector
forresource creation for project finance and has become
an attractive alternative to traditional bank loans in

1. GiRIS

ROJE TAHVILLERi, 90’LI YILLARIN BASINDAN BERi
var olmakla birlikte, kullamim alam 6zellikle
kiiresel krizden sonra gittikce yayginlagan
finansman y6ntemlerindendir. Banka kredi-
lerine giiclii bir alternatif olarak kabul edilen
proje tahvilleri, genel olarak altyapi projele-
rinde bagvurulan ancak tiim endiistriler i¢in tercih edi-
lebilir bir fon kaynagidir. Sermaye piyasas1 bor¢landir-
ma araglarindan olan proje tahvillerinin 6zellikle biiyiik
finansman gerektiren altyapi yatirimlarinin beklentile-
rini saglayacak 6zelliklere sahip oldugu goriilmektedir.
Bu bakimdan diinyadaki ve iilkemizdeki kullanimi hak-
kinda bir aragtirma yapilmasi ihtiyaci dogmustur.
Diinyada kullamimi glinbegiin ivme kazanirken
Tiirkiye'de, proje tahvillerinin kullamim sekli ve alam
hakkinda yeterli akademik caligma olmadig: dikkati cel-
betmektedir. Bu ac181 kapatmak amaciyla yazilan bu ma-
kalede, proje tahvilinin genel 6zellikleri, diinyadaki geli-
simi, banka kredilerine karsilik giiclii bir alternatif kabul
edilisinin nedenleri konularimdan bahsedilecek ve sonra-
sinda da kisaca Tiirkiye’deki kullanimina deginilecektir.

Makalede oncelikle diinyada Proje Tahviline bakisla
ilgili genel bir cerceve cizilecektir. Bu cercevede proje
tahvilinin 90’11 yillardan bu yana kullanim ivmesinden
bahisle, hangi {ilkelerde kullaniminda artig gézlemlen-
digi ve bunlarin yatirim projeleriyle olan bagindan bah-
sedilecektir.

Il. PROJE TAHVILINE GENEL BiR BAKIS

Nitelikli bor¢lanma sektorii proje finansmanina kay-
nak yaratilmasi icin olugturulan yerlesik bir sektor olup
diinyada yasanan ekonomik gelismelere paralel sekilde
geleneksel banka kredileri karsisinda ilgi cekici bir alter-
natif niteligine kavusmusgtur. Tahviller biitiin endiistri-
ler ve cografyalar acisindan uygulanabilir bir ara¢ oldu-
gundan, proje tahvil ihrac1 yakin ge¢cmiste diinyada hayli
yiiksek seviyelere ulagsmigtur.
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parallel with the economic developments in the world.
Since the bonds are applicable tools for all the industries
and geographies, project bond issuance has recently
reached quite high levels in the world.

Basel I11 is a comprehensive reform measure developed
by the Basel Banking Audit Committee, following the
global financial crisis in order to strengthen risk man-
agement and financial regulations and increase the
audit in the banking sector. Increasing the minimum
capital quantitatively, altering its quality and bringing
an accounting based standard to it is causing a series of

Basel ITI, Basel Bankacilik Denetim Komitesi tarafindan
bankacilik sektoriindeki risk yonetiminin ve finansal
diizenlemelerin saglamlagmasi, denetimin artirilmasi
amaciyla kiiresel finansal krizin ardindan gelistirilmig
kapsamli reform tedbirleridir. Asgari sermayenin nice-
lik olarak artirilmasi, niteliginde degisiklikler yapilma-
s1 ve mevcut uygulamaya muhasebesel bazli bir asgari
sermaye gerekliligi standardinin getirilmesi, tutulmasi
gereken sermaye ihtiyacinin ekonominin cevrim do-
nemlerine gore artirilabilmesi ya da azaltilabilmesi gibi
bir dizi yeni uygulama getirmektedir. Bankalar, finan-
sal krizden 6nce uluslararasi projeler icin en biiyiik fon
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new implementations like the ability to increase or de-
crease the need of capital in accordance with the cycle
period of the economy. Banks were the major source of
funding for international projects before the financial
crisis. They were willing to provide long-term project
financing credits covering both the construction of the
project and the operation.! Despite their existence since
the early 1990s, project bonds have not been effective
since capital markets and institutional investors did not
refrain from accepting the risk of construction. But with
the Basel III following the global financial crisis, this
situation has changed.

In 2015, energy project bond issues continued to rise
steadily. On the other hand, infrastructural offerings
have diminished visibly and oil and gas project bond
sizes have decreased steadily. Some of the major exports
that have recently been awarded in the sector are the
issuance of bonds worth USD 1,050 million for the ITR
Concession, some of which are located in Indiana, and
the issuance of bonds worth EUR 285 million by Sola-
ben Luxembourg for the financing of two solar thermal
power plants in Spain.?
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kaynagiydi. Hem projenin yapimini hem de operasyo-
nunu kapsayan uzun vadeli proje finansmani kredileri
saglamaya istekliydiler.! Proje tahvilleri, 1990’11 yillarin
basindan beri var olmalarina ra§men sermaye piyasala-
1 ve kurumsal yatirimeilar yapim agamas riskini kabul
etmekten kacinmadig: icin etkili olamamgtir. Ancak
kiiresel finansal krizin ardindan Basel III ile bu durum
degismisgtir.

2015 tarihinde enerji proje tahvili ihraclar istikrarh bir
sekilde ylikselmeye devam etmistir. Buna kargsihik alt
yap1 arzlar1 gozle goriiliir bir sekilde azalmig ve petrol
& gaz proje tahvili biyiikliikleri kesin bir diisiis gos-
termigtir. Yakin zamanda sektére kazandirilan énem-
li ihraclardan bazilar1 Indiana’da bulunan otoyol olan
ITR Concession icin gerceklestirilen 1.050 milyon USD
tutarimdaki tahvil ihraci ve Ispanya’da bulunan iki adet
giines termik santralinin finansmani amaciyla Solaben
Litksemburg tarafindan gerceklestirilen 285 milyon
EUR degerindeki tahvil ihracidir.?

Credit Crunch

Kredi Krizi

49 50

35

29 oy

21 22

12

0

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Kaynak: PFI, CA CIb
*Tablo 1: 1998-2015 arasi Proje Tahvil Rakamlari
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Considering the size of project bond transactions re-
alized in 2015, it is observed that the US is leading the
world with 11.4 billion USD project bond exports. Con-
sidering the export amount of 4.9 billion USD issued by
Canada in the same year; the total project bond size is-
sued by North America amounts to USD 16.4 billion. Eu-
rope, on the contrary of the United States, experienced a
decrease in project bond transactions within 2015. One
of the reasons of this the decrease in infrastructure op-
erations in the European region compared to the years
2013 and 2014.3
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*Tablo 2: Diinyadaki Proje Thavil ihraclarinin Sektsrel Dagilimi

PETROL & GAZ

2012 2013 2014 2015

2015 yilinda gercgeklestirilen proje tahvili islemlerinin
biiyiikliikleri dikkate alindiginda ABD’nin 11,4 milyar
USD proje tahvili ihrac: gerceklestirerek diinya capin-
da lider oldugu gozlemlenmektedir. Kanada tarafindan
ayni y1l icerisinde cikarilan 4,9 milyar USD tutarindaki
ihrac da dikkate alindiginda; Kuzey Amerika tarafindan
cikarilan toplam proje tahvili biiyiikliigii 16,4 milyar
USD’ye ulagmaktadir. Avrupa ise Amerika’nin aksine
2015 yihinda gerceklestirilen proje tahvil islemlerinde
diisiis yasamistir. S6z konusu diisiisiin sebeplerinden bir
tanesi ise 2013 ve 2014 yillarina kiyasla, Avrupa bolge-
sinde gerceklegtirilen alt yap1 islemlerinin azalmasidir.?
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Project estimates in Latin America showed a decrease of
only $ 3.4 billion in 2015 compared in comparison to the
fall of $ 9 billion in 2014. Exports of US $ 1,150 million,
carried out by Lima Metro Line 2 was a hope for the first
half of the year, however, the rise of the concerns about
emerging economies have damaged the increase of the
first half. In the Asia-Pacific region, given the USD 5.3
billion worth of exports in 2015, it has been concluded
that the project bond sector follows a stable course. Ma-
laysia and Australia are improving in terms of the size
of the infrastructure projects, and exports by the two
countries constitute the vast majority of exports in the
region.*

Long-term offshore contracts,’ such as energy sales con-
tracts or contracts based on investment grade contracts
and contracts on the basis of availability subject to sta-
bilized and predictable cash flows, continue to be sup-
ported by project bond investors. Nonetheless, investors
also show their confidence in transactions involving
commerecial revenue, partly or wholly.®

lil. GENERAL CHARACTERISTICS OF PROJECT
BOND AND NEGATIVE TRANSPORT COST

The main characteristics of the project bond, which is
a capital market borrowing instrument, are that it can
contain, fixed price, high maturity, diversification of fi-
nancing, amortization flexibility, fast operating mecha-
nism, investment grade, make-whole provision and
more flexible guarantees compared to loan contracts.”

1. Fixed Price

The project bond allows bonds issuing companies to fix
their financing costs throughout the financing period.
Unlike bank loans, which include increased payments
and for which at least a part of the financing is to be set-
tled at a default interest rate swap, Project Bonds are
fixed rate financing instruments. The fixed coupon rate
stipulated under the project bond makes it attractive
for sponsors who aim to stabilize equity returns in their
projects without financial cost uncertainty.®

2. High Maturity

Investors in the project bond sector are interested in
long-term investment opportunities, and transactions
which have the due date in more than twenty years are
in demand within the sector. For example, if the energy

Latin Amerika'da gerceklestirilen proje tahvilleri 2014 y1-
linda 9 milyar USD tutarindaki diigiige kiyasla 2015 y1lin-
da yalmizca 3,4 milyar USD oraninda azalma gostermistir.
Lima Metro Line 2 tarafindan gerceklestirilen 1.150 mil-
yon USD tutarindaki ihrag, yilin ilk yaris1 acisindan {imit
veren bir durum yaratsa dahi gelismekte olan tilkeler aci-
sindan olugsan endigeler su yiiziine ciktik¢a s6z konusu
ivime duraganlagmigtir. Asya-Pasifik bolgesinde ise, 2015
yihinda gerceklestirilen 5,3 milyar USD tutarindaki ihrag
dikkate alindiginda proje tahvili sektoriiniin stabil bir se-
yir izledigi sonucuna varilabilecektir. Malezya ve Avust-
ralya biiyiikliikler acisindan gelisme kat etmekte ve soz
konusu iki iilke tarafindan gerceklestirilen ihraclar bol-
gedeki ihraclari biiyiik cogunlugunu olusturmaktadir.*

Enerjisatisi sozlesmeleriya da yatirim yapilabilir dereceli
karg1 taraflar ile stabil ve 6ngoriilebilir nakit akigi amacry-
la imzalanan elveriglilik esasina dayali sozlesmeler gibi
uzun vadeli offtake s6zlesmeler,’ proje tahvili yatirimeila-
r1tarafindan desteklenmeye devam edilmektedir. Bunun-
la birlikte, yatirimecilar kismen de olsa ticari hasilat iceren
islemlere de giiven duyduklarini géstermektedirler.®

. PROJE TAHVILININ GENEL OZELLIKLERI VE
NEGATIF TASIMA MALIYETi

Sermaye piyasasl borclanma araclarindan olan proje
tahvilini baghca 6zellikleri sabit fiyat, yiiksek vade, fi-
nansman cesitlili§i, amortisman esnekligi, hizh isleyis
mekanizmasi, yatirim derecesi, erken 6deme hitkmii ve
kredi s6zlesmelerine kiyasla daha esnek giivenceler ice-
rebilmesidir.®

1. Sabit Fiyat

Proje tahvili, tahvil ihrac eden sirketlere finansman siire-
sinin tamami boyunca finansman masraflarini sabitleme
olanag saglamaktadir. Artan 6demeler iceren ve finans-
manin en az bir kismiicin bile olsa gecikme faizi swapi dii-
zenlenmesini 6ngoéren banka kredilerinin aksine; proje
tahvilleri sabit oranl finansman araclaridir. Proje tahvili
kapsaminda 6ngoriilen sabit kupon orani, projelerinde
0z kaynak getirilerini finansal masraf belirsizligi olmak-
s1zin sabitlemeyi amaclayan sponsorlar acisindan cazip
kilmaktadir.®

2. Yiiksek Vade

Proje tahvili sektoriindeki yatirimcilar uzun vadeli ya-
tirim olanaklarina ilgi duymaktadirlar ve s6z konusu
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purchase contract is signed with a credible counter-
party, investors are often pleased that the bond due date
matches the contract due date. On the other hand, banks
generally demand that the payment date of the financ-
ing contract received from the bank to be completed
within five years from the contract based on financing.’

3. Diversification of Financing

Capital market participants have developed a strong ex-
perience with a wide range of asset types, and transac-
tions over USD 50 million will be supported by the vast
majority of sector participants. Insurance companies
and private pension funds are interested in long-term
investments that will adapt to their long-term liabilities
and offer smart and flexible financing opportunities for
such investments.

= 23, 33% &

sektorde vade tarihi yirmi yildan fazla olan islemler
ragbet gormektedir. Ornegin, enerji alm sozlesmesinin
giivenilir bir karsi taraf ile imzalanmasi durumunda, ya-
tirimcilar genellikle tahvil vadelerinin sézlesme vadesi-
nin tamami ile uyugsmasindan memnun olmaktadirlar.
Buna kargilik bankalar genel olarak bankadan alinan
finansman s6zlesmesinin 6deme tarihinin finansmana
dayanak olan sézlesmeden beg y1la kadar tamamlanma-
sin1 talep etmektedirler.’

3. Finansman Cesitliligi

Sermaye piyasasi katilimcilar: ¢ok sayida varlik cesitle-
rine iligkin olarak giiclii bir deneyim gelistirmis olup 50
milyon USD tutarindan fazla islemler sektor katihmei-
larinin biiyiikk cogunlugu tarafindan desteklenecektir.
Sigorta sirketleri ve 6zel emeklilik fonlar1 uzun vadeli
yiikiimliiliiklerine uyum saglayacak olan uzun vadeli ya-
tirimlara ilgi gostermekte ve s6z konusu yatirimlar i¢in
akilli ve esnek finansman olanaklar: sunmaktadirlar.
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As explained above, diversification of funding sources
and addressing wider sector participants in terms of
higher capital requirements for commercial and invest-
ment banks are important for issuing bonds." In addi-
tion, as a diversity of finances, bank capacities are pre-
served with the use of bond exports.

4. More Flexible Guarantees Compared To Loan
Contracts

Securities offered under project bond are generally
more flexible and lighter than bank loan contracts,
which results to less daily audition. The security given
within the scope of project estimates is not more on the
basis of surveillance; on the contrary, it is on the basis of
acquiring; which gives the sponsors flexibility."

5. Amortization Flexibility

Project bonds can provide flexibility in amortization
with the possibility of offering unpaid periods that con-
tinue over a wide period of time. Many of the projects
are structured on an amortization profile that match-
es the actual profit profile of the project.” With fully
amortized buildings tend to manage the project bond
sector, depending on the asset subject to the project, a
partially amortized structure formed by either a lump
payment or single payment structure to be paid at ma-
turity within the scope of the project bond financing
may be evaluated.

Yukarida da acgiklandigi sekilde, ticari ve yatirim bankala-
riicin 6ngoriilen daha yiiksek sermaye gereklilikleri dog-
rultusunda, finansman kaynaklarinin cesitlendirilmesi
ve daha genis sektor katihmecilarina hitap edilebilmesi
tahvil ihra¢ eden sirketler bakimindan 6nem arz etmek-
tedir.'° Ayrica finansman cesitliligi olarak tahvil ihracinin
kullanmilmasiyla birlikte banka kapasitesi korunmaktadir.

4. Kredi S6zlesmelerine Kiyasla Daha Esnek Gii-
venceler

Proje tahvili kapsaminda sunulan giivenceler banka kre-
di sézlesmelerine kiyasla genel olarak daha esnek ve hafif
olup bu da daha az giinliik gézetim/denetim anlamina gel-
mektedir. Proje tahvilleri kapsaminda verilen giivenceler
daha cok gozetim bazinda degil; aksine meydana gelme ba-
zinda olmakta; bu da sponsorlara esneklik saglamaktadir."

5. Amortisman Esnekligi

Proje tahvilleri, genis bir siire zarfinda devam eden 6de-
mesiz donemler sunma olanag ile amortisman yapisin-
da esneklik saglayabilmektedirler. Projelerin bircogu,
projenin gercek kar profiline uygun bir amortisman
profili iizerinde yapilandirilmigtir.'> Tamamen amorti
edilmis yapilar proje tahvili sektoriinii yonetme egili-
minde olmakla birlikte; projeye konu olan varliga bagh
olarak proje tahvili finansmani1 kapsaminda vade tari-
hinde gerceklestirilecek olan defaten 6deme ya da tek
6demeli yapu ile olugturulan kismen amorti edilmig bir
yap1 da degerlendirilebilecektir.

1Tianze Ma, Basel lll and the Future of Project Finance
Funding, 6 Mich. Bus. & Entrepreneurial L. Rev. 109
(2016). Adres: http://repository.law.umich.edu/mbelr/
vol6/issl/5.

2 Crédit AgricoleSecurities, “Project Bond Focus”,
May 2016, pg. 1

3 Credit AgricoleSecurities, “Project Bond Focus”,
May 2016, pg. 1

4 Crédit Agricole Securities, “Project Bond Focus”,
May 2016, pg. 2

5 Offtake contract is a contract signed between

the source of the resource and the source of the
purchase or sale of part of the future production of
the manufacturer. In order to secure future output of
the plant (eg mine); The contract offtake is generally
negotiated before the start of the facility construction.
Ifitis understood that lenders are the recipients of the
future production of the company; it will be easier to

obtain finance for the regarding facility.

6 For example, the operating wind power plant in
California, Hatchet Ridge project bond.

7 Georg Inderst, Infrastructure Investment, Private
Finance, and Institutional Investors: Asia froma
Global Perspective, ADBI Working Paper 555, Asian
Development Bank Institute, Tokyo 2016, pg. 9.

8 Emanuele Rossi/ Rok Stepic, Infrastructure
Project Finance and Project Bonds in Europe, Palgrave
Macmillan, England 2015. pg. 4-7.

9 Robert Hauswald/Mansur Dailami,The
Emerging Project Bond Market Covenant Provisions
and Credit Spreads, Policy Research Working Paper;
No. 3095, World Bank, Washington DC 2003

10 Robert Hauswald/Mansur Dailami, The
Emerging Project Bond Market Covenant Provisions
and Credit Spreads, Policy Research Working Paper;
No. 3095, World Bank, Washington DC 2003

11 Emanuele Rossi/ Rok Stepic, Infrastructure Project
Finance and Project Bonds in Europe, Palgrave
Macmillan, England 2015. pg. 52.

12 Emanuele Rossi/ Rok Stepic, Infrastructure Project
Finance and Project Bonds in Europe, Palgrave
Macmillan, England 2015. pg. 52

13 Insurer within the scope of this sentence; is used
as the company guaranteeing to sell all or part of the
issued share and bonds.

14 The settlement agent in the context of this
sentence is the agent that funds the mutual funds and
is used as the intermediary company for the direct
sale of securities recently issued by a company to
investment institutions.

15 Make-whole provision is a kind of recall provision
in debts that allows the issuer to pay the remaining
debts early.
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6. Fast Operating Mechanism

Bond issuers will be able to predict the issuance of pro-
ject bonds in a potential time period of eight to twelve
weeks. Even if the bond issuance process requires one or
more ratings by the rating agencies, the rating process
may be completed in the said time period.

7. Investment Grade

Depending on the structure and the size of the issuance,
one, two or three ratings may be required to manage the
issuance efficiently. However, it should be considered
that the rating process in question is predominantly
carried out by insurers (underwriters') or placement
agents."

8. Make-whole Provision™

Investors may demand to put a make-whole provision
to project bond on the purpose of early payment. This
would make the refinancing of the project more expen-
sive from the point of the issuer.

A. As an Important Factor in Project Bond
Transactions: Negative Transport Cost

Negative transport cost is defined as the fact that the
cost of keeping the security is higher than the acquisi-
tion obtained from the security. However, if the invest-
ment has tax advantages (for example, taxable interest

6. Hizh isleyis

Tahvil ihraccilar: sekiz ila on iki hafta siirecek olan bir po-
tansiyel zaman diliminde proje tahvilinin ihra¢ edilmesini
ongorebileceklerdir. Tahvil ihraci isleminin derecelendir-
me kuruluglar tarafindan bir veya birden ¢ok derece alin-
masini gerektirmesi durumunda dahi; derecelendirme
siireci s6zil gecen zaman diliminde tamamlanabilecektir.

7. Yatirnm Derecesi

Thracin yapisi ve bityiikliigiine bagh olarak, ihracin en
uygun sekilde gerceklestirilmesi amacryla bir, iki ya da
ii¢ adet derecelendirme yapilmasi gerekli olabilecektir.
Ancak, s6z konusu derecelendirme siirecinin biiyiik ¢o-
gunlukla sigortacilar (underwriters®) veya yerlestirme
temsilcileri (placement agents™)tarafindan yiiriitiildii-
giiniin dikkate alinmasi gerekmektedir.

8. Erken Odeme Hiikmii (Make-whole provision)™

Yatirnmcilar tarafindan erken 6deme amaciyla proje
tahviline erken 6deme hiikmiiniin konulabilmesi talep
edilebilecektir. Bu durum da projenin yeniden finans-
manini ihrage sirket acisindan pahali hale getirecektir.

A. Proje Tahvili islemlerinde Onemli Bir Faktér:
Negatif Tasima Maliyeti

Negatif tagima maliyeti, menkul kiymeti elinde tutma
maliyetinin menkul kiymetten elde edilen kazanctan

1Tianze Ma, Basel lll and the Future of Project Finance
Funding, 6 Mich. Bus. & Entrepreneurial L. Rev. 109
(2016). Adres: http://repository.law.umich.edu/mbelr/
vol6/issl/.

2 Creédit AgricoleSecurities, “Project Bond Focus”,
Mayis 2016, sf. 1
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payments on delinquent interest payments); investors
will be able to provide a positive return after a com-
merce with a negative transport cost.

Since the negative transportation cost is a feature that
is highly discussed in terms of project bonds and an in-
strument that the alternative solutions are being created
about; the components of negative transportation cost
and the delivered solutions to reduce the negative trans-
portation cost are examined under a separate title below.

The important features of the project bond are ex-
plained above. However, another feature that emerges
as a result of the transactions carried out within the
scope of the project bond is the negative transportation
cost as explained above. This feature will be examined in
detail under a separate heading within the scope of this
Report, since it creates significant impacts and results.

For the reason that all income is earned at the time of
the issuance of the bonds, but the capital expenditure is
emerged during the construction period which lasts for
several years, negative transport cost is discussed as an
important disadvantage of the project bonds, within the
scope of greenfield investment projects (this argument
is not discussed yet since the current yield atmosphere
in the Euro-Middle East-Africa region (“EMEA”).

The traditional project bond issuance process provides
an immediate cash flow outcome in the form of bond
gains. Negative transportation costis emerging as the re-
sult of the acquisition of the fund at the time of issuance,
even though the mentioned fund is needed months later,
as the issuer pays interest on delay related to the entire
amount of the project bonds.

NEGATIVE CARRY

Capital Structure

dahayiiksek oldugu durum olarak tanimlanmaktadir. An-
cak yatirimin vergi avantajlar1 bulundurmasi durumunda
(6rnegin gecikme faiz 6demeleri vergiden muaf tahviller);
yatirimeilar negatif tasima maliyeti olan bir alim satim-
dan vergi sonrasi pozitif getiri saglayabileceklerdir.

Negatif tasima maliyeti proje tahvilleri acisindan cok
tartisilan ve alternatif ¢éziimler yaratilan bir 6zellik ol-
dugundan, negatif tasima maliyetinin unsurlari ve nega-
tif tasima maliyetini en aza indirgemek icin gelistirilen
coziimyollar agagida ayr1 bir baghik altinda incelenmisgtir.

Yukarida proje tahvilinin 6nemli 6zellikleri aciklan-
mugstir. Ancak proje tahvili kapsaminda gerceklestirilen
islemler sonucunda ortaya ¢ikan bir diger 6zellik ise yu-
karida aciklandig lizere negatif tasima maliyetidir. S6z
konusu 6zellik 6nemli etki ve sonuglar yarattiindan
ishu Rapor kapsaminda ayr1 bir baglik altinda detayl
olarak incelenecektir.

Biitiin gelirin tahvil ¢cikarildig: an kazanilmasi ve fakat
sermaye harcamalarinin birkac yil siiren ingaat done-
mi boyunca dogmasi sebebiyle, sifirdan yatirim proje-
leri acisindan (Avrupa-Ortadogu-Afrika bolgesindeki
(“EMEA”) mevcut verim ortami sebebiyle, bu argiiman
heniiz tartisilmamaktadir) negatif tagima maliyeti proje
tahvilleri i¢in siklikla ortaya atilan bir dezavantajdur.

Geleneksel proje tahvil ihraci islemi, tahvil kazanclar
seklinde olusan aninda bir nakit para akis: getirisi sag-
lamaktadir. Negatif tasima maliyeti ise, s6z konusu fona
aylar sonrasinda ihtiya¢ duyulmasina ragmen fonun
ihra¢ aninda kazanilmasi sonucunda; ihracci sirket tara-
findan proje tahvili tutarinin tamamina iligkin gecikme
faizi 6demesi yapilirken olugmaktadir.

Financial Close

[ Negative Carry

M Cumulative Capex Bond Issuance CoD
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In accordance with all these, the issuing companies
should be informed about alternative structures that
will greatly reduce the negative transport costs of the
issuances which will be managed. The following two op-
tions can be evaluated for this purpose.'

1. First Alternative

The first alternative to reduce the negative transport
cost is establishing the project bond structure in ac-
cordance with the delayed collecting mechanism. The
delayed collection mechanism shall emerge when the
funds are collected through multiple withdrawals in dif-
ferent time periods. For example, bond proceedings will
be available in six installments, quarterly for an eighteen
month period, and the amount of cash to be withdrawn
in each quarter willbe based on the construction expens-
es that will come up in the following three months. Cash
withdrawals may be carried out in different amounts in
order to adapt the capital expenditures of the entity sub-
ject to financing.

The commitment fee will not be paid for the withdrawal
cash amount of the project bond and the negative trans-
port cost will be greatly reduced since the quarterly cash
withdrawals reflect capital expenditure requirements in
amore efficient way.

In the scope of issuances held in USA sale sector 4 (a)
(2), the delayed collection mechanism implementation
up to eighteen months can be provided. However, this is
not possible in terms of 144 / A exports. In addition, the
European and Latin American sectors allow for longer
periods such as three years or more, but in this case,
some commitment fees can be paid."”

Biitlin bunlar uyarinca, ihracqi sirketler gerceklesti-
recekleri ihraclarin negatif tagima maliyetini biiyiik
oranda diisiirecek alternatif yapilardan haberdar edil-
melidir. Agagidaki iki opsiyon bu amacla degerlendiri-
lebilecektir.'

1. Birinci Alternatif

Negatif tasima maliyetini azaltmak icin kullanilabilecek
ilk alternatif, ihracc1 sirketler tarafindan proje tahvil
yapilarimin geciktirilmis tahsilat mekanizmasi icerecek
sekilde yapilandirilmalaridir. Geciktirilmis tahsilat me-
kanizmasi ise fonlarin degisik zaman dilimlerinde bir-
den fazla para cekilmesi yoluyla tahsil edilmesiyle oluga-
caktir. Ornegin, tahvil getirileri on sekiz aylik bir dénem
boyunca ii¢ ayda bir olmak {izere alt1 taksit halinde elde
edilecek ve her ti¢c aylik donemdeki ¢ekilecek nakit mik-
tar1 takip eden ii¢ ayda olusacak olan ingaat giderlerine
gore belirlenecektir. Finansmana konu olan varligin
sermaye harcamalarina uyum saglamak amaciyla nakit
cekisleri degisik miktarlarda gerceklestirilebilecektir.

Proje tahvilinin cekilmemigs nakit miktarina iligkin ola-
rak taahhiit {icreti 6denmeyecek ve ii¢ aylik nakit cekim-
leri sermaye harcama ihtiyaclarin daha iyi yansittigin-
dan negatif tagima maliyeti biiyiik 6l¢iide azaltilacaktir.

ABD tahsisli satig sektorii 4(a)(2) kapsaminda gercek-
lestirilen ihraclar bakimindan geciktirilmis tahsilat me-
kanizmasinin on sekiz aya kadar uygulanmasina olanak
saglamaktadir. Ancak, bu olanak 144/A ihraclar1 acisin-
dan miimkiin degildir. Ayrica, Avrupa ve Latin Amerika
sektorleri {i¢ y1l ya da fazlasi gibi daha uzun dénemlere
imkan vermekte ve fakat bu durumda baz: taahhiit tic-
retleri 6denebilmektedir.”

DELAYED DRAW MECHANISM

Capital Structure

Financial Close [ Negative Carry

I Cumulative Capex
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2. Second Alternative

A second alternative that can be used to reduce the neg-
ative transport cost is to combine the banking instru-
ments and project bonds with a delayed collection struc-
ture. In this case, the project bonds will be structured to
finance the first three to six months of the construction
period. Following the full use of the proceedings from
the projectbond, the project bond will be issued with the
cash proceeds from the bank in the first place.

In order to reduce the negative transportation cost and
depending on the profile of capital expenditures; in-
comes arising from the project bonds can be financed
with multiple collections.

HYBRID STRUCTURE

Capital Structure

2. ikinci Alternatif

Negatif tagima maliyetini azaltmak icin kullanilabile-
cek ikinci alternatif ise banka araci ve proje tahvilinin
geciktirilmis tahsilat yapis1 ile birlestirilmesidir. Bu
durumda, proje tahvili ingaat déneminin ilk ii¢-alt1 ay-
Iik dénemini finanse edecek sekilde yapilandirilacaktir.
Proje tahvilinden elde edilen gelirlerin tamamen kulla-
nilmasinin ardindan, proje tahvili ilk olarak banka araci
ile temin edilen nakit hasilati ile ihra¢ edilecektir.

Negatif tasima maliyetinin azaltilmasi amaciyla ve ser-
maye harcamalari profiline bagl olarak; proje tahvilleri
gelirleri birden ¢ok tahsilat ile finanse edilebilecektir.

Equity*

Bank
Financing

Financial Close

[ Negative Carry

M Cumulative Capex

I BankDraws coD

Bond Financing

In the example above, the first and second quarter cash
collections are structured to cover the first six months of
capital expenditures. Monthly collections will be carried
out by the sponsor company via the bank instrument af-
ter the proceedings from the project bond revenues are
fully used.’®

IV.INVESTOR PROFILE OF THE PROJECT BONDS,
RATING AND EXECUTING THE ISSUANCE

A wider knowledge about a particular group of investors
will be given in here because of the fact that the project
bonds are mainly preferred by them due to the above-
mentioned properties. Besides, the project bond issu-
ance process will be explained on the base of the meth-
ods used in the project bond appraisal.

Yukaridaki 6rnekte, birinci ve ikinei {i¢ aylik nakit tah-
silatlar: ilk alt1 aylik sermaye harcamalarim karsilaya-
cak sekilde yapilandirilmigtir. Proje tahvillerinden elde
edilen gelirlerin tamamen kullamilmasinin ardindan,
sponsor sirket tarafindan banka araci {izerinden aylik
tahsilatlar gerceklestirilecektir.”

IV.PROJETAHVILININ YATIRIMCIKITLESI, FiYAT-
LANDIRMA VE iHRACIN GERCEKLESTIRILMESI

Proje tahvili yukarida sayilan 6zellikleri sebebiyle agir-
likli olarak belli bir yatirimei kitlesi tarafindan tercih
edilmekte oldugundan burada onlar hakkinda daha ge-
nis bir bilgi verilecektir. Bununla birlikte proje tahviline
iligkin kiymet takdiri yapilirken nasil bir yontem izlen-
diginden hareketle proje tahvillerin ihraclarinin gercek-
lestigi siire¢ anlatilacaktir.
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A. Target Investor Group of Project Bond

When globally assessed, there are four major groups of
investors for project bond: (a) insurance companies, (b)
asset managers, (c) infrastructure borrowing funds, and
(d) domestic investors. It should be noted that the inves-
tors which will be explained below in detail is evaluated
globally under this section and the project bonds that
are issued in Turkey may have a different group of inves-
tors.

1. Insurance Companies

Insurance companies are the most important part of
the investors of project bonds. 30 to 40 insurance com-
panies worldwide are in a position to invest in project
financing investments. These companies are the buy-
and-keep investors, and, the project bonds are evaluated
by them as an attractive class of investment within the
scope of the management of their long-term assets and
obligations.

Insurance companies generally invest between USD 25
million and USD 250 million and tend to price their ex-
port prices on a relative basis, taking into account other
recent and related projects.

Insurance companies have gained a strong experience
in evaluating project bond transactions and are accus-
tomed to the traditional transactions less. For exam-
ple, insurance companies can offer a delayed collection
mechanism as described above.

2. Asset Managers

Asset managers are the second most important group
of investors to play a role in the project bond issuance
process. There are more than 100 global asset managers
who buy valuable documents structured for higher re-
turns than traditional bonds. Asset managers have fewer
scrutiny durations than insurance companies and are
able to respond more quickly to new issuances. These
investors are less sensitive to project-specific qualifica-
tions and pricing the relevant investment over the sum
of the differences related to comparable or independent
measures.

The investors in this group are important in terms of
the large issuances. The involvement of more investors
in the issuance process allows issuers to cover a larger

A. Proje Tahvilinin Hedefledigi Yatirimci Kitlesi

Kiiresel olarak degerlendirildi§inde proje tahvili icin
dort adet esash yatirimer kitlesi bulunmakta olup bun-
lar: (a) sigorta sirketleri, (b) varlik yoneticileri, (c) alt-
yap1 borclanma fonlar: ve (d) yerel yatirimeilardir. Be-
lirtilmelidir ki, agsagida daha detayl olarak acgiklanacak
olan yatirimei kitlesi igbu béliim altinda kiiresel olarak
degerlendirilmis olup Tiirkiye’de cikarilan tahvillerin
farkl bir yatirimei kitlesi olabilecektir.

1. Sigorta Sirketleri

Sigorta girketleri proje tahvil ihraclarimin en 6nemli
yatirimer kitlesini olugturmaktadir. Diinya capinda 30
ile 40 adet sigorta sirketi proje finansmamni yatirimlari-
na yatirim yapabilir konumdadir. S6z konusu sirketler
alma-ve-tutma yatirimcilari olup proje tahvillerini uzun
dénem varlik ve yiikiimliiliiklerinin yonetimi agisindan
ilgi cekici bir yatirim sinifi olarak degerlendirilmektedir.

Sigorta sirketleri genellikle 25 milyon USD ile 250 mil-
yon USD tutarinda yatirim yapmakta ve ihra¢ bedelini
diger yakin zamanl ve ilgili proje kiyaslamalarini dikka-
te alarak nisbi deger dogrultusunda fiyatlandirma egili-
mi gostermektedir.

Sigorta sirketleri proje tahvili islemlerinin degerlendi-
rilmesinde giiclii bir deneyim elde etmigler ve daha az
geleneksel yapilara dahi ahgkindirlar. Ornegin, sigorta
sirketleri yukarida aciklandig: sekilde geciktirilmig tah-
silat mekanizmasi sunabilmektedir.

2. Varhk Yéneticileri

Varlik yoneticileri proje tahvil ihraci islemlerinde rol
oynayan ikinci en 6nemli yatirimei kitlesidir. Gelenek-
sel nitelikli tahvillere kiyasen daha yiiksek getiriler
elde etme amaciyla yapilandirilmis kiymetli evraklar:
satin alan 100°den fazla kiiresel varlik yoneticisi bu-
lunmaktadir. Varlik yéneticilerinin sigorta sirketlerine
kiyasla daha hafif inceleme siirecleri bulunmakta olup
yeni ihraclara daha hizli cevap verebilmektedirler. isbu
yatirnmeilar proje 6zelindeki niteliklere kars1 daha az
duyarhdir ve ilgili yatirimi kiyaslanabilir nitelikli ya da
bagimsiz dlciitlere iligkin fark toplamu {izerinden fiyat-
landirmaktadirlar.

Burada bahsedilen gruptaki yatirimcilar miktar olarak
biiyiik ihraclar agisindan 6nemlidir. Thrag islemine daha
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amount of debt and restricts pricing in the result of in-
creased demand. Asset managers are also more cautious
about liquidity and, if necessary, have buy-sell expecta-
tions.

3. Infrastructure Borrowing Funds

More than ten borrowing funds were founded by the
leading asset managers on the purpose of providing the
participation of the smaller sector investments into the
infrastructure transactions. By the way of classifying as-
sets of multiple investors, instructions can be given by
regarding funds or further to that, acting as the single
investor might be possible in the field of project bond is-
suance.

Infrastructure borrowing funds can invest in project
bonds and credit instruments both. Majority of the in-
vestments are issued in currently developed countries,
while some of them are at the international level.

¢ok sayida yatirmmeinin katilmasi ihrageilarin daha bii-
yiik miktarda bor¢ miktarmi teminat altina almasina

olanak tanimakta ve artan talep neticesinde fiyatlandir-
may1 sikilagtirmaktadir. Varlik yoneticileri ayrica likidi-
te konusunda daha dikkatlidirler ve gerekmesi halinde
yatirimlarini alma-satma beklentileri bulunmaktadir.

3. Altyapi Borclanma Fonlari

Altyapi iglemlerine daha kiiciik sektor katihimeilar ta-
rafindan yatirimi yapilabilmesinin saglanmasi amaciy-
la, lider konumunda olan varlik yoneticileri tarafindan
son yillarda ondan fazla altyap1 bor¢lanma fonu kurul-
mugstur. Birden c¢ok yatirimeinin varliklarinin gruplan-
dirilmasi yoluyla, isbu fonlar tarafindan oldukea biiyiik
talimatlar verilebilecek ya da proje tahvili ihracinda tek
yatirimci olarak dahi hareket edilebilecektir.

Altyapi borclanma fonlar1 hem proje tahvillerine hem de
kredi araclarina yatirim yapabilmektedirler. Gercekles-
tirilen yatirimlarin bazilari uluslararasi seviyede olmak-
la birlikte yatirimlariin biiyiik cogunlugu halihazirda
gelismis {ilkelerde gerceklestirilmektedir.

ARTICLETTER | WINTER 2018



4. Domestic Investors

In the sense of investments to be issued in the developed
countries, the domestic investors can be relied on about
taking action as leading investor. Aforementioned inves-
tors do generally demand extended terms with the pur-
pose of project analyzing, therefore this condition should
be considered during the project schedule arrangements.

For instance the local investors in Chile, Peru and Mexi-
co have been purchasing bonds actively both in USD and
in local currency within the scope of local and Reg S ex-
ports. Investments in the amount of 10 million USD to
100 million USD can be issued by the domestic investors
and inflation-linked instruments are being prioritized.

Approximately 10 pension funds® with the ability to in-
vest in the Reg S transactions are currently present in
Mexico. Besides that, pension funds of ten, asset man-
agers of fifty and approximately 30 family firms are cur-
rently present in Brasil. Issuances up to the amount of
300 million USD can be afforded by the aforementioned
domestic investors who prioritize high degree inflation-
linked issuances. The recently adopted legal code in Bra-
sil which supports the investments issued in Brasil in the
field of infrastructure projects has also been effective on
the increase of the extension of the bonds.

A. Rating of the Bond Issuance

During the appraisement of the investing options for the
project bond, the investors execute several approaches
on the purpose of finding the proper rating out.

The investors shall evaluate the project risks in accord-
ance with recent comparable transactions. The inves-
tors specify the rating in accordance with the closing
rates of the recent transactions and subprocess levels
if possible. The investors determine the pricing in ac-
codance with the closing prices of recent transactions
and if possible, secondary transaciton levels. The factors
such as differences in the asset kinds, credit ratings, geo-
graphical alterations and average life expectancy can be
exemplified as the factors which are considered during
the rating transactions.

With respect to the projects that benefit from the strict
offtake agreement, the investors do generally rate the
bond issuance in accordance with the different sum
based on the bond criterion of the opposite party.

4. Yerel Yatirinmcilari

Gelismekte olan iilkelerde gerceklestirilecek olan iglem-
ler acisindan, yerel yatirnmcilara 6nemli ve lider yatirim-
c1 olarak hareket edilmesi agisindan giivenilebilecektir.
S6z konusu yatirimeilar projelerin incelenmesi i¢in ge-
nellikle daha ¢ok siire talep etmekte olup projenin zaman
cizelgesibu husus dikkate alinarak diizenlenmelidir.

Ornegin, Latin Amerika’da, Sili, Peru ve Meksika’da bu-
lunan yerel yatirimeilar tarafindan tahviller hem yerel
hem de Reg Sihraclarikapsaminda USD cinsinden ve ye-
rel para birimi cinsinden tahviller aktif olarak satin alin-
maktadir. Yerel yatirimcilar tarafindan 10 milyon USD
ile 100 milyon USD tutarinda yatirim yapilabilmekte ve
enflasyon baglantili araclara 6ncelik verilmektedir.

Meksika'da Reg S islemlerine yatirim yapabilecek olan
halihazirda yaklasik 10 adet emeklilik fonu' bulunmak-
tadir. Brezilya’da ise proje tahvillerine yatirim yapabile-
cek olan 10 adet emeklilik fonu, 50 adet varlik yoneticisi
ve yaklagik 30 adet aile ofisi bulunmaktadir. 300 milyon
USD tutarina kadar olan ihraclar, yiiksek dereceli enflas-
yon baglantili ihraclari tercih eden isbu yerel yatirimeilar
tarafindan karsilanabilmektedir. Brezilya’da yakin za-
mandakabul edilen ve Brezilya'da gerceklestirilen altyap1
projelerine iligkin yatirimlar1 destekleyen kanun da tahvil
biiyiikliiklerinin artis géstermesinde etkili olmusgtur.

A. Tahvil ihracinin Fiyatlandiriimasi

Proje tahvili icin yatirim olanaklarina kiymet takdiri
yapilirken, yatirimcilar uygun fiyatlandirmanin bulun-
mas1 amactyla genel olarak birkac¢ degisik yaklasim ser-
gilemektedirler.

Yatirimeilar proje riskini yakin zamanda gerceklestirilmig
kiyaslanabilir iglemlere uygun sekilde degerlendirecek-
lerdir. Yatirimcilar fiyatlandirmayi, yakin zamanda ger-
ceklegtirilen iglemlerin kapamstaki fiyatlarini ve miim-
kiin olmas1 durumunda ikincil iglem seviyelerini dikkate
alarak belirlemektedirler. S6z konusu seviyeler incelene-
rek, yakin zamanda gerceklestirilen islemler ile tasarlan-
mis ihraclar arasinda meydana gelen farklara aciklama
getirmek amaciyla yatirimeilar tarafindan denklestirme-
ler yapilacaktir. Varlik tiplerindeki farkliliklar, kredi dere-
celeri, cografi degisiklikler ve ortalama 6miir gibi faktorler
fiyatlandirma uyarlamasinin yapilmasinda dikkate alinan
faktorlere 6rnek gosterilebilecektir.
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B. Project Bond Issuance

The average duration for the project bond issuance var-
ies between eight and twelve weeks as mentioned above.
Abookrunner foundation shall be chosen by the project
bond issuer companies with the purpose of being a sup-
porter while the duration of issuance.

The performance of the bond issuance can be classified
under three main periods. These periods can be referred
as (a) First Section (the preliminary examination period
which lasts for 2-3 weeks) (b) Second Section (the docu-
mentation and rating period that lasts for 4-5 weeks.)
and (c¢) Third Section (the advertisement and closure
period that lasts for 2-3 weeks.)

The preliminary examination period begins with the ap-
pointment of a lawyer, independent consultants and, if
necessary, rating agencies. Within this 2-3 week period,
the initial protocol for sponsor and bond issuance will be
established by the first level responsible institutions and
all required documents will be prepared to be submitted
to the rating agencies, including the fully updated finan-
cial model.

During the second period, the face-to-face meetings
and presentations are reviewed by the rating agencies,
an independent analysis is carried out and the credit
committee is appointed to determine the degree. The
technical consultant report, the resource report and the
insurance report are also finalized. At the same time, the
sponsor and bond issuers will prepare the Explanatory
Notice or the Secret Information Note and the advertis-
ing material to be used in the promotional tour.

After the first rating has been received and the consult-
ant/resources/insurance reports have been submitted,
the advertising period gets started. The advertising pe-
riod will be completed within one or two weeks depend-
ing on the size of the export to be issued and the targeted
investor size. This advertising period will link the adver-
tising materials via electronic distribution, followed by
a promotional tour through management and selected
investors. On the following days of these meetings, the
bond issuance is presented to the price guide market in
order to accelerate the order book by the responsible
institutions in the first place. As the order book grows
and the investors receive feedback, the pricing will be
adjusted and the final price of the issuance will be deter-
mined. After this phase, the issuing documentation will

Kat1 offtake s6zlesmesinden yararlanan projeler baki-
mindan, yatirimeilar ¢ogunlukla tahvil ihracini kars:
tarafin tahvil 6lciitiine dayanan fark toplami iizerinden
fiyatlandirmaktadirlar.

B. Proje Tahvili ihraci Gerceklestirilmesi

Proje tahvil ihracinin gerceklestirilmesine iligkin zaman
dilimi yukarida da belirtildigi {izere sekiz ile on iki haf-
ta arasinda degismektedir. Tahvil ihrac edecek sirketler
tarafindan kendilerine ihrag siirecinde destek olunmasi
amaciyla bir ya da birden ¢ok tahvil ihracindan birinci
dereceden sorumlu kurum (bookrunner) secilecektir.

Tahvil ihracinin gerceklestirilmesi genel olarak ii¢ ana
siire¢ altinda gruplandirilabilecektir. Bu siirecler sira-
siyla (a) Birinci B6liim (2-3 hafta siiren 6n inceleme sii-
reci) (b) ikinci Boliim (4-5 hafta siiren belge olusturma
ve derecelendirme siireci) ve (c) I"Jgﬁncii Bolum (2-3
hafta siiren reklam ve kapanis siireci) seklinde adlandi-
rilabilecektir.

On izleme siireci avukatin, bagimsiz danismanlarin ve
ihtiya¢ olmasi durumunda derecelendirme kurulugla-
rinin secilmesiyle baglamaktadir. Bu 2-3 haftalik dsnem
icerisinde, sponsor ve tahvil ihracindan birinci derece
sorumlu kurumlar tarafindan baglangi¢ protokolii olus-
turulur ve tamamen giincellenmis finansal model de
dahil olmak iizere derecelendirme kuruluglarina sunul-
mak iizere biitiin gerekli belgeler hazirlanir.

Ikinci siire¢c boyunca, yiiz yiize yapilan toplant: ve su-
numlarin ardinda, iglem ve sunulan bilgiler derecelen-
dirme kuruluglari tarafindan incelenir, bagimsiz bir
analiz gerceklestirilir ve derecenin belirlenmesi ama-
ciyla kredi komitesine gidilir. Teknik danigman raporu,
kaynak raporu ve sigorta raporu da nihai haline getirilir.
Ayn1 zamanda, sponsor ve tahvil ihracindan birinci de-
rece sorumlu kurumlar tarafindan izahname ya da Gizli
Bilgi Notu ve ayrica tanitim turunda kullanilacak olan
reklam materyalleri hazirlanir.

ilk derecelendirmenin alimmasmin ve danigman/
kaynaklar/sigorta raporlarinin teslim edilmesinin ar-
dindan, reklam siireci baglamaktadir. Reklam siireci
gerceklestirilecek ihracin biiyiikliigline ve hedeflenen
yatirimel kitlesine bagh olarak bir ila iki hafta arasinda
tamamlanacaktir. isbu reklam siireci reklam materyal-
lerinin elektronik ortamlar yoluyla dagitilmasiyla bag-
layacak olup ardindan ydnetim ve secilen yatirimcilar
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be completed with the consultation of the lawyers and
the transaction will be finalized.

More than one rating agency may be considered about
the decision to select one or multiple rating agencies.
For the 144A / IPO issuance, ratings from Moody’s,
Standard and Poor’s (“S & P”) and Fitch are preferred.
In terms of 4 (a) (2) / allotted sales issuances, experi-
enced rating agencies such as Kroll and DBRS can also
be used by issuing companies in addition to the above-
mentioned organizations.

The preliminary review gap between 4 (a) (2) / allotted
sales and 144A / IPO issuances should also be taken into
account by the institutions which the bonds will be is-
sued. The investors are obliged to carry out the prelimi-
nary examination in respect of 4 (a) (2) / allotted sales.
For this reason, investors will have access to all reports,
project documentation, contracts, and lawyers. How-
ever, on the other hand, 144A / public offering obligation
in terms of issuance of IPOs is at the first level responsi-

31

arasindan gerceklestirilecek tanitim turu ile devam et-
mektedir. Bu toplantilar: takip eden giinlerde, tahvil ih-
racindan birinci derecede sorumlu kurumlar tarafindan
siparis defterine ivme kazandirmak amaciyla fiyat kila-
vuzu piyasaya sunulmaktadir. Siparis defteri biiyiimeye
devam ederken ve yatirimcilardan geri bildirim alindig:
doénemde, fiyatlandirma uyarlanacak ve ihracin nihai fi-
yatibelirlenecektir. Bu asamadan sonra ihra¢ dokiiman-
tasyonu avukatin yardimiyla tamamlanacak ve islem
nihai olarak kapatilacaktir.

[

!

Bir ya da birden fazla derecelendirme kurulusunun se-
¢ilmesi kararina iligkin olarak birden cok derecelendir-
me kurulusu dikkate alinabilecektir. 144A / halka arz
ihraclar1 bakimindan, Moody’s, Standard and Poor’s
(“S&P”) ve Fitch’den alinan dereceler tercih edilmek-
tedir. 4(a)(2) / tahsisli satig ihraglar1 bakimindan ise,
ihracer sirketler tarafindan yukarida belirtilen kurulus-
lara ek olarak Kroll ve DBRS gibi proje tahvillerini dere-
celendirmede deneyim sahibi derecelendirme kurulus-
lar1 da kullanilabilmektedir.
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ble for issuer company and bond issuance. On the other
hand, issuer company and the responsible agencies in
the first place in the field of bond issuance are obliged
in the respect of preliminary examination of the 144A /
public offerings. Therefore, the preliminary examina-
tion shall be carried out by these persons and the results
of the preliminary examination shall be announced
within the Explanation Note. In this case, investors will
only have access to the Explanation Note and the actual
project documents will not be examined by investors.
Due to the mentioned reason, investors are demanding
more time to evaluate an investment optionin 4 (a) (2) /
allocated sales exports.

V. COMPARISON OF PROJECT BONDS WITH
TRADITIONAL BANK CREDIT FINANCING

Project bonds, operating as an alternative option to tra-
ditional term credit financing, are obviously seen as the
best alternative solution to the bank loans. Recently, a
number of project financings including project bond

Tahvil ihraci gerceklestirilecek olan kuruluglar tarafin-
dan 4(a)(2) / tahsisli satig ihraclar1 ve 144A / halka arz
ihraclar1 arasindaki 6n inceleme farki da dikkate alin-
malidir. 4(a)(2) / tahsisli satig ihraglar: bakimindan 6n
incelemenin gerceklestirilmesine iligkin yiikiimliiliik
yatirimcilardadir. Bu sebeple, yatirimeilarin biitiin ra-
porlara, proje dokiimantasyonuna, sézlesmelere ve avu-
kata erisimi olacaktir. Ancak 6te yandan 144A / halka arz
ihraclar1 acisindan 6n inceleme yiikiimliiliigii ihracci
sirket ve tahvil ihracindan birinci derecede sorumlu
kurumlarda bulunmaktadir. Dolayisiyla 6n inceleme bu
kisiler tarafindan gerceklestirilecek ve 6n inceleme so-
nuclar1 Izahname dahilinde agiklanacaktir. Bu durum-
da, yatinmeilarin yalmzca Izahname’ye erisim hakki
bulunacak ve asil proje belgeleri yatirimeilar tarafindan
incelenmeyecektir. Sozii edilen sebepten dolayi, yati-
rimcilar 4(a)(2) / tahsisli satig ihraclar: kapsamindaki
bir yatirim olanagini degerlendirmek amaciyla daha faz-
la zaman talep etmektedirler.
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finance has been implemented and the application is
being quickly adapted to changing sector conditions.
When assessed from a general point of view, it is im-
portant to examine the advantages and disadvantages
of project bond settlement comparing to the traditional
depreciated bank credit. This review will have a consid-
erable emphasis on the decision-making process to find
the best financing method for the projects to be under-
taken in the future.

It is observed that the use of project bonds for the fi-
nancing of public-private partnerships (“PPP”) has a
different course when the countries in the world are
taken into account. However, financing is used to regu-
late long-term liabilities of long-term assets, especially
in countries where pension schemes are strong,.

For example, the bond financing of PPPs has become an
important milestone in the UK following the Compound
Kingdom Financial Initiative established in the 1990s.
Therefore, bond financing is being applied as a domi-
nant financing model for large projects, especially in the
recent period, exceeding 200 million pounds.*

In the United Kingdom, 663 PPP projects have been
signed between 1999 and 2009, and the statistics for
such projects are as follows :

« 25 of the 48 projects (25%) with a capital value of
over £ 200 million were financed through bonds.

« 18 of the 28 projects (64%) with a capital value of £
300 million were financed through bonds.

« 8 out of 11 projects (72%) with capital over £ 500
million were financed through bonds.

¢ 10 out of 12 projects (83%) with capital over £ 300
million were financed through bonds.

In contrast, in some other countries, public bond financ-
ing has had fewer prescriptions for various reasons such
as the lack of a strong capital market which creates li-
quidity problems regard to public bond financing assets,
the inadequate demand for assets due to the absence of
a large private pension system and a strong domestic
banking system aimed at managing the sector through
aggressive pricing and conditions, as well as insufficient
knowledge of bond financing, including public sector
and private sponsors.

V. PROJE TAHVILININ GELENEKSEL BANKA
KREDISI FINANSMANI iLE KARSILASTIRILMASI

Geleneksel vadeli banka kredisi finansmanina alternatif
olarak faaliyet gosteren proje tahvilleri kugkusuz banka
kredilerine en iyi finansal alternatif ¢6ziim olarak nite-
lendirilmektedir. Yakin zamanda proje tahvili finans-
manini iceren bircok proje finansmani gerceklestirilmis
olup s6z konusu uygulama degisen sektér kosullarina
hizli bir bicimde adapte edilmektedir. Genel bir bakis
acisi ile degerlendirildiginde, geleneksel amorti edilmig
banka kredisine kiyasen proje tahvili ¢cézlimiiniin avan-
tajlarini ve dezavantajlarini incelemek 6nem arz etmek-
tedir. S6z konusu inceleme, gelecekte gerceklestirilecek
olan projeler icin en iyi finansman ydnteminin bulun-
masina iligkin karar verme siireci acisindan oldukea bii-
yiik bir 6neme sahip olacaktir.

Proje tahvilinin kamu-6zel ortakliklarimin (“PPP”)
finansmani1 amaciyla kullanimimin diinyadaki iilkeler
incelendiginde farkl bir seyir gosterdigi gozlemlenmek-
tedir. Ancak s6z konusu finansman 6zellikle 6zel sektor
emeklilik planlarinin (pension scheme) giiclii oldugu
iilkelerde uzun dénemli varliklarin uzun vadeli yiikiim-
lilliiklerini diizenlemek amaciyla kullanilmaktadir. Or-
negin, Birlesik Krallik biinyesinde 1990 yillarda kuru-
lan Bilesik Krallik Finansal Girigimini izleyen siirecte
PPP’lerin tahvil yoluyla finansmani 6nemli bir mihenk
tas1 haline gelmistir. Dolayisiyla, son dénemde 6zellikle
200 milyon Pound tutarin agan biiyiik projeler i¢in tah-
vil finansmam dominant bir finansman modeli olarak
uygulanmaktadir. Birlesik Krallik’ta 1999 — 2009 yillar1
arasinda 663 PPP projesi imzalanmig olup s6z konusu
projelere iligkin istatistikler agagidaki sekildedir:*°

e Sermaye degeri 200 milyon Pound iizerindeki 48
projenin 25’i (%52) tahvil yoluyla finanse edilmistir.

 Sermaye degeri 300 milyon Pound iizerindeki 28
projenin 18°i (%64) tahvil yoluyla finanse edilmistir.

 Sermaye degeri 500 milyon Pound {izerindeki 11
projenin 8’1 (%72) tahvil yoluyla finanse edilmistir.

 Sermaye degeri 300 milyon Pound tizerindeki 12
hastane projesinin 10°u (%83) tahvil yoluyla finanse
edilmisgtir.

Buna karsilik, bazi diger iilkelerde kamu tahvil finans-
mani varhiklara iligkin likidite sorunu yaratan giiclii
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On the other hand, private sales receivables which have
the main characteristics of bonds but which are not sold
through public offering constitute are one of most the
important structures of bond financing which is realized
especially through the refinancing of bank credits of an
existing project in recent years. The mentioned bonds
are implemented as an attractive method in transac-
tions where the project size is insufficient to maintain
the liquidity of the trade and are demanded by the ma-
jority of traditional bond investors.

The PPP bond market in Europe is structured by the
widespread use of monoline* collateral and very few of
the issued public securities have been issued without
such collateral. This is mainly due to the fact that the
PPP projects have a long preparation time before the
financial closing and during this process the negotia-
tion of the financial provisions deviating from the com-
mercial provisions and trade regulations of the project
which form the basis of PPP are made. Unlike banks,
traditionally qualified bond investors did not have in-
house competencies to carry out transactional devel-
opment and negotiation functions in the past. Instead,
they rely on monoline insurers to conduct preliminary
inspections, structuring the financing of their projects
securely, and constantly monitoring and managing their
investments after the closing. As explained below, the
aforementioned resistance has led to serious conse-
quences in the PPP financing sector, after the monoline
insurances have lost considerable significance.

From past to present, PPP bond investors have become
the institutions that generate long-term cash flow assets
to meet their long-term obligations. The key investor
baseis the pension funds which make direct investments
and life insurance companies, as well as fund manage-
ment companies, whose clients are pension companies
and life insurance companies.

In recent years, this trend has shown a small number of
deviation and banks operating asset swap books have
become main buyers of PPP deposits. The economic
reasons behind the asset swap transaction are that the
index-based securities held by the monoline insurers is-
sued by the PPP project companies are converted by the
investors into a fixed rate of cash flows through purchas-
ing ability and inflation swap. Fixed-rate flows are then
sold to the final investor, who then expects a flat-rate
cash flow. The interim gain which is (arbitrage) described
here produces a set of future cash flows that can be char-

bir sermaye piyasas1 yoklugu, genis bir 6zel emeklilik
sisteminin bulunmamasinin varlik icin yetersiz talep
yaratmas, agresif fiyatlandirma ve kogullar yoluyla sek-
tori yonetmek amacinda olan giiclii bir yerel bankacilik
sistemi ve tahvil finansmaninin zor oldugu gibi tahvil
finansmani konusunda yetersiz bilgi sahibi kamu sekt6-
rii ve 6zel sponsorlar da dahil degisik sebeplerle daha az
Oneme sahip olmustur.

Tahvillerin ana 6zelliklerine sahip ancak halka arz yo-
luyla satilmayan tahsisli satis tahvilleri ise son yillarda
ozellikle mevcut bir projenin banka kredisinin yeniden
finansman1 yoluyla gerceklestirilen tahvil finansma-
ninin 6nemli yapilarindan birini olusturmaktadir. S6z
konusu tahviller proje biiyiikliigiiniin ticaret likiditesini
saglamaya yetersiz oldugu islemlerde cekici bir yontem
olarak uygulanmakta ve geleneksel tahvil yatirimeilari-
nin cogunlugu tarafindan talep edilmektedir.

Avrupa’daki PPP tahvil pazara ise monoline® teminatla-
rin genis bir sekilde kullanilmasiyla yapilandirilmis ve
ihra¢ edilen kamu tahvillerinin ¢ok azibu tip bir teminat
olmadan ¢ikarilmigtir. S6z konusu durumun esas sebebi
PPP projelerinin finansal kapanis éncesi uzun bir hazir-
Iik zamaninin bulunmasi ve s6z konusu siire¢ dahilinde
PPP’nin temelini olugturan projenin ticari hitkiimleri ve
ticari diizenlemelerden sapan finansal hiikiimler miiza-
kere edilmektedir. Bankalarin aksine, geleneksel nite-
likli tahvil yatirnmeilarinin gecmiste islem gelisimini ve
miizakere fonksiyonlarim yiiriitmeye sirket ici yeterli-
likleri bulunmamaktaydi. Bunun yerine 6n incelemenin
gerceklestirilmesi icin monoline sigortacilara giiven-
mekte, projelerinin finansmanim giivenli bir gekilde
yapilandirmakta ve kapanig sonrasinda yatirimlarini
devaml bir sekilde izlemekte ve yonetmekteydiler. Aga-
g1da aciklanacag iizere, monoline sigortalarin genis cap-
ta 6nemini yitirmesinin ardindan, s6zii edilen dayanim
PPP finansman sektoriinde ciddi sonuglara yol agmigtir.

Gegmisten bugiine, PPP tahvili yatirnmeilar: uzun dé-
nem ylikiimliiliikleri olan ve bu yiikiimliiklerini yerine
getirmek amaciyla uzun dénem nakit akigi varliklar
iireten kurumlar olmustur. Kilit yatirimer tabani ise
dogrudan yatirim yapan emeklilik fonlar ve hayat si-
gortasi sirketleri ile miivekkilleri emeklilik sirketleri ve
hayat sigortasi sirketleri olan fon yonetim sirketleridir.

Son yillarda ise bu trend biraz olsa da sapma gostermis
olup varlik swap defterleriisleten bankalar PPP tahville-
rinin ana alicilar: haline gelmistir. Varlik swap isleminin
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acterized as instant earnings in the asset swapters’ plans.
It has created a profitable business in this way and allows
institutions to lower the price of the property compared
to the traditional “real money” investors.

The arbitrage described herein has produced a sequence
of future cash flows that can be characterized as instant
earnings in the assets of the asset swapters, thereby it is
creating a profitable business and making it possible for
such institutions to be more profitable than traditional
“real money” investors, it does not allow the treasury to
give alower price.

While this development has been beneficial to the pub-
lic sector, as borrowing has led to a reduction in finan-
cial costs, the low prices proposed by asset swaps have
created an undesirable consequence as 2005 traditional
investors increasingly come out of the sector. The prob-
lems that monoline insurers are weakening and the si-
multaneous lengthening of short-term debts of asset
swaps have caused the financing to come to an end.

ardinda yatan iktisadi sebepler ise PPP proje sirketleri
tarafindan ihrac edilen monoline sigortacilar tarafindan
tutulan indeks bazli tahvillerin igbu yatirimeilar tarafin-
dan alim kabiliyeti ve enflasyon swap yoluyla nakit akis-
larinin sabit orana ¢evrilmesidir. Sabit oranl akiglar ise
daha sonra sabit oranl nakit akisi isteyen son yatirim-
ciya satilmaktadir. Burada agiklanan ara kazang (arbit-
raj) ise varlik takascilarinin defterlerinde aninda kazang
olarak nitelendirilebilecek gelecek nakit akislar: dizimi
iiretmigtir. Bu sekilde karli bir ig yaratmis ve geleneksel
“gercek para” yatirimcilarina kiyasla s6z konusu ku-
rumlarin tahvillere daha diisiik fiyat vermesine imkan
tanimigtir. Bu gelisme bor¢lanma finans masraflarinin
azalmasina sebep oldugundan kamu sektoriine faydali
olsa da varlik takascilar tarafindan 6nerilen diisiik fi-
yatlar sonucunda 2005 geleneksel yatirimeilarinin gide-
rek artan bir sekilde sektérden ¢ikmasi gibi istenmeyen
bir sonucu da ortaya ¢ikarmistir. monoline sigortacilarin
zayiflamasi ve es zamanl olarak varhik takascilarinin
kisa vadeli bor¢larinin uzatilmasinda yasadig problem-
ler isbu finansmanin sona ermesine sebep olmustur.
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In the very recent past, national asset funds and “alter-
native investment funds” have emerged as potential PPP
investors. In the mentioned investors’ infrastructure
markets, a certain amount of activity has been actively
engaged and the current default interest rate environ-
ment has made PPP borrowing attractive for these in-
vestors. However, to date, no investor class has achieved
a significant trail in the PPP bond sector, which is partly
due to the existence of other borrowing investment op-
portunities, such as public service agencies.

Within this framework, this section is divided into two
sub-divisions, and the banking practices that emerged in
the practice of traditional bank loans will be examined
first. The advantages and disadvantages of the two sys-
tems will be compared.

Cok yakin bir gecmiste, ulusal varlik fonlar1 ve “alterna-
tif yatirim fonlar” potansiyel PPP yatirimcilar1 olarak
ortaya ¢ikmaktadir. S6z konusu yatirimeilar altyapi pa-
zarlarinda belirli bir siiredir aktif olarak faaliyet goster-
mis ve halihazirdaki gecikme faizi ortami PPP borcunu
buyatirimeilar icin ilgi ¢ekici hale getirmistir. Ancak bu-
giine kadar hicbir yatirimer sinifi PPP tahvil sektoriinde
kayda deger bir iz gerceklestirmemis olup bunun kis-
men de olsa sebepleri ise kamu hizmet kuruluslar: gibi
diger bor¢lanma yatirim olanaklarinin varlig.

Biitiin bu anlatilanlar dahilinde, isbu béliim iki alt bolii-
me ayrilmig olup ilk 6nce geleneksel banka kredisi uygu-
lamasinda ortaya cikan bankacilik teamiilleri incelene-
cek bu incelemenin arindan ise iki sistemin avantaj ve
dezavantajlari kargilastirilacaktir.
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A. Banking Practice in the scope of Traditional
Bank Credit Implementations

The legislation which was foreseen for the debt transac-
tions will develop with the implementation of the rules of
Basel I11, and these regulations are slowly but certainly
being in the framework of international banking regula-
tions. The heavy obligations on balances of the banks are
making long-term lending operations of banks difficult,
therefore the bank loans cannot be regarded as the best
financing method for long-term project financing.*?

For all these reasons, ongoing discussions were held on
the possibilities of non-traditional bank financing for
future infrastructure investments. It became necessary
for banking practices to change in accordance with that
the main investors withdrew from certain areas and in-
vested other areas as a response to the changing liquidity
and capital requirements. The combination of current
liquidity shortage in the banking sector with increasing
bank financing costs leads to substantial changes in the
financing of the infrastructure projects.

It is widely accepted that the global banking sector may
have to raise prices, or otherwise, may have difficulty in
raising the amount of its long-term financing.?

Asitis seen, it is determined that the budget deficit lasts,
and the banks and the state, which is governed by the new
legislation, continue to stay away from infrastructure in-
vestments. However, qualified investors and financial
sectors, which are renewing their capital, have strong
potential at the moment to fill the finance gap. These ac-
tors present a sizable and evolving pool of accumulation
which can be used as a logical and profitable investment
in the infrastructure sector.

In the absence of long-term borrowing, less than a sig-
nificant number of European project financing transac-
tions could be financed through export exclusion. This is
because of the fact that, the qualified investors are cau-
tious about investing in operations at the low BBB in-
vestment-grade scale, partly due to the requirements of
legislation which they are subject to it (Solvency I rules).
Optimal balancing of public and private sector cash sup-
ply needs to be provided by sponsors and financial ad-
visors in order to find a sufficient source of investment
in future infrastructure projects. The accepted general
vision in this context is that banks are going to sell their
large infrastructure debt portfolios to other financial in-

A. Geleneksel Banka Kredisi Uygulamalar: Kap-
saminda Bankacilik Teamiilleri

Borc¢landirma iglemleri icin 6ngoriilen yasal mevzuat,
Basel III kurallarimin uygulanmasiyla birlikte daha ¢cok
gelisecek olup, s6z konusu diizenlemeler yavagca ve fa-
kat kesin bir sekilde uluslararasi banka diizenlemeleri
cercevesine de yansimaktadir. Bankalarin bilan¢olarina
iligkin getirilen agir yiikiimliiliikler, bankalarin uzun do-
nem bor¢ verme operasyonlarini zorlagtirmakta ve bu
sebeple banka kredileri uzun dénem proje finansmanla-
r1 acisindan en iyi finansman yontemi olarak degerlen-
dirilememektedir.>?

Biitiin bu sebepler dogrultusunda, gelecekte gercekles-
tirilecek olan alt yap1 yatirimlarina iligkin olarak gele-
neksel olmayan banka finansmani olanaklar: iizerinde
siiregelen tartigmalar gerceklestirilmistir. Degisen li-
kidite ve sermaye zorunluluklarina tepkisel olarak esas
yatirimeilarin bazi alanlardan cekilerek diger alanlara
yatirim yapmasi dogru orantili olarak bankacilik uygu-
lamalarinin da degismesi gereklilig§i dogmustur. Ban-
kacilik sektoriindeki mevcut likidite yetersizliginin ar-
tan banka finansmani masraflari ile birlesmesi, altyap:
projelerinin finansmaninda esash degisimlere neden
olmaktadir.

Kiiresel bankacilik sektoriiniin fiyat yiitkseltmek zorun-
lulugunda kalabilecegi, aksi halde uzun dénem finans-
manlarinin miktarini yiikseltmekte zorluk yasayabile-
cegi biiyiik oranda kabul edilmektedir.?

Goriildiigii iizere, biitce aci81 azalmasi ve yeni kanunlar
tarafindan yonlendirilen bankalar ve devletin altyapi
yatirimlarindan uzak durmaya devam ettigi tespit edil-
mektedir. Ancak, nitelikli yatirimeilarin ve sermayesini
yenileyen finansal sektorlerin séz konusu finansman
boslugunu dolduracak derecede giiclii potansiyel ola-
naklar: bulunmaktadir. i§bu aktorler, alt yap1 sektoriin-
de mantikhi ve karlh bir yatirim olarak kullanilabilecek
sekilde oldukeca biiylik ve gelisen bir birikim havuzu
sunmaktadirlar.

Uzun vadeli borclanmanin olmamasi durumunda,
6nemli sayidan daha az Avrupa proje finansmani iglem-
leri ihrag ¢ikarilmasi yoluyla finanse edilebilmistir. Bu-
nun sebebi ise nitelikli yatirimeilarin diisiik BBB yatirim
derecesi skalasindaki iglemlere yatirnm yapmak konu-
sunda temkinli davranmalaridir ki bu durum kismen de
olsa tabi olduklar1 mevzuat gerekliliklerinden kaynak-
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stitutions in order to reduce the amount of risk-weighted
assets. However, efforts are going to be made by many
sector players to establish structured instruments to
provide multi-investor debt funds or reduce the priority
debt. Since it cannot be thought that debt of the bank will
not be able to cover the current and future claims, bor-
rowing capital markets will be an obligation for creating
infrastructure financing.?*

From the time that the credit crisis had its consequences,
to the year of 2013, the project bond sector did not exist in
Europe. The challenge facing the project bond sector to-
day is the need to ensure that the sector is well organized
at the point where the state budget for infrastructure
projects become available. At the moment, this is going
to be achieved by the bond investors who are assuming
more project risk against the adjusted earnings accord-
ing to the same risk. In addition to all of these, the lowest
interest rates, which are applied to the government prop-
erty, encouraged insurers and pension funds to long-
term investments with higher incomes in order to be able
to fulfill the future payments to the policy-holders.

It is known by everybody that pension funds, insurance
companies, and other qualified investors aim to diversify
their current investment portfolio and asset diversity
through higher incomes than government bonds which
provide stable, long-term income which perfectly meets
their obligations and meets the gap revealed from the
defaulted security instruments. Nevertheless, focus-
ing point of the qualified investors is still concentrated
on “A” grade bonds, which mostly provide the correct
combination of risk/return regarding financial regula-
tors. Then, because of the risks and excessed costs due to
construction delays (especially if there is no additional
supporting financing instrument such as PBCE during
the construction period), it rarely includes investment
projects at a single level starting from zero which have
acceptable levels.?

Although there is a shared opinion on that capital mar-
kets may be in a very beneficial position in terms of pro-
viding cash for future project financing operations, this
situation is not being formed already. The formation
of this situation requires different leading political ap-
proaches, innovative ideas of financers and new econom-
ic incentives to convince different investors to invest in
the extraordinary world of infrastructure.?® The main
problems in the development of the project bond sector
can be summarized below:

lanmaktadir (Solvency II kurallary). Ileride gerceklesti-
rilecek olan altyapi projelerine yeterli derecede yatirim
kaynag) bulmak amaciyla, sponsor ve finansal danis-
manlar tarafindan kamu ve 6zel sektor nakit tedarikine
iligkin optimum dengenin saglanmasi gerekmektedir.
Bu kapsamda kabul edilen genel 6ngorii, risk agirlikli
varlik miktarinin azaltilmasi amaciyla bankalarin sahip
olduklari biiyiik altyap1 bor¢ portfdylerini diger finansal
kurulara satacagl yoniindedir. Ancak, ¢ok sayida sektor
oyuncusu tarafindan ¢oklu-yatirimei nitelikli bor¢ fon-
lar1 kurulmasi veya 6ncelikli borcun azaltilmasini sagla-
yacak yapilandirilmig araclar bulunmas: yoniinde caba
gosterilecektir. Banka borcunun mevcut ve gelecekteki
talebin tamamini kargilayacag diisiiniilemeyeceginden;
bor¢lanma sermaye piyasalari alt yapi finansmani yarat-
mak yiikiimliiliigiinde olacaktir.>*

Kredi krizinin sonuclarimi dogurdugu dénemden 2013
yilina kadar, Avrupa’da proje tahvili sektorii bulunma-
maktaydi. Proje tahvili sektoriiniin su an icin karg: kar-
stya geldigi zorluk ise, altyap: projeleri icin devlet biit-
cesi kullanilabilir hale geldigi noktada sektériin iyi bir
sekilde organize olmasini saglama mecburiyetidir. Su an
icin bu durumun saglanmasi tahvil yatirimeilarinin aym
riske gore ayarlanmis kazanclar karisiginda daha fazla
proje riski tistlenmesi yoluyla gerceklestirilecektir. Bii-
tiin bunlara ek olarak, devlet tahvillerine uygulanan en
diisiik diizeydeki faiz oranlari, sigortacilar: ve emeklilik
fonlarim police sahiplerine karg1 gelecekteki 6demele-
rini yerine getirebilmek amaciyla daha yiiksek getirisi
olan uzun dénem yatirimlara tegvik etmisgtir.

Emeklilik fonlari, sigorta sirketleri ve diger nitelikli
yatirimeilarin; yiikiimliilitklerine miikemmel gsekilde
uyum saglayan ve temerriide ugramis menkul kiymet
araclar1 sebebiyle ortaya cikan boglugu dolduran, sta-
bil, uzun vadeli gelir saglayacak olan devlet tahvilinden
daha yiiksek gelir getiren kazanclar araciligiyla mevcut
yatirim portféylerini ve varlik dagilimim cesitlendirme
amacinda olduklari herkes tarafindan bilinmektedir.
Bununla birlikte, nitelikli yatirmmcilarin odak noktasi
yine de ¢cogunlukla finansal diizenleyicilere iliskin dog-
ru risk/getiri kombinasyonunu saglayan “A” derecesine
sahip tahviller {izerinde yogunlagsmaktadir. Boylece; in-
saat gecikmelerinden dogan riskler ve fazla maliyetler
sebebiyle (6zellikle ingaat ddsneminde PBCE gibi ek bir
destekleyici finansman araci bulunmadig takdirde), ka-
bul edilebilir dereceye sahip tek seviye sifirdan yatirim
projelerini nadiren kapsamaktadir.?®
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e Commercial banks still consider capital market
borrowing instruments as competitors. Project
financing has always been in the reserves of the
banks in the traditional sense and has become the
most important commercial gain source in terms
of banks. Banks use capital markets mostly to refi-
nance their long-term liabilities and extend their
portfolios. Thus, risk-weighted assets of the banks
are eliminated.

¢ Borrower companies are afraid of uncertainties
within capital markets (eg, lack of early commit-
ments, industry dictating their own circumstances
and not being flexible enough) and often feel more
confident when they are dealing with the banks.
The reason of this is borrower companies having
a stronger commercial control during the transac-
tions with banks.

¢ Investment bankers and consultants are often
willing to develop this sector. However, when they

Su an itibariyle sermaye piyasalarinin gelecekteki proje
finansmamni islemlerine nakit saglanmasi acisindan ¢cok
avantajh bir durumda olabilecegine dair ortak bir goriis
bulunmasina ragmen; bu durum halihazirda olugma-
migtir. S6z konusu pozisyonun olugmasi farkl lider po-
litik yaklagimlari, finanscilarin yenilikei diisiincelerini
ve farkli yatirimeilari alt yapinin sira dis1 diinyasina ya-
tirim yapmaya ikna edecek yeni ekonomik tegvikleri ge-
rekli kilmaktadir.?s Proje tahvili sektoriiniin gelisimin-
deki temel sorunlar agagidaki sekilde 6zetlenebilecektir:

e Ticari bankalar sermaye piyasas1 bor¢lanma
araclarini halen rakip olarak gérmektedirler. Pro-
je finansmani geleneksel anlamda hep bankalarin
rezervinde yer almakta olup bankalar acisindan
en 6nemli ticari kazan¢ elde etme kaynag: olug-
turmugstur. Bankalar sermaye piyasalarim biiyiik
cogunlukla uzun vadeli yiikiimliiliiklerini yeniden
finanse etmek ve portféylerini uzatmak amaciyla
kullanmaktadirlar. Bylece, bankalarin risk agirlikli
varliklar1 ortadan kaldirilmaktadir.
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see the likelihood of repetition of the transaction
structure, they only incur significant prepayment
costsin order to create the relevant complex project
bond issuance structure.

In addition to all these, it is assumed that the following
causes also slow down the project bidding process:

¢ Concern that investors will not take the risk of
construction,

¢ Negative transport cost,

¢ Establishment of effective decision-making pro-
cesses for the bondholders,

 Bor¢ alan sirketler sermaye piyasalarina iligkin
belirsizliklerden (6rnegin erken taahhiitlerin ol-
mamasl, sektoriin kendi kosullarini dikte etmesi ve
esnek olmamas1) korkmakta ve bankalar ile islem
yapildiginda cogunlukla kendilerini daha giivende
hissetmektedirler. Bunun sebebi bankalar ile ger-
ceklestirilen islemlerde borg¢ alan sirketlerin cok
daha giiclii bir ticari kontroliiniin olmasidir.

* Yatirim bankacilar1 ve danigmanlar ¢ogu zaman
bu sektoriin gelismesi konusunda istekli davran-
maktadir. Fakat yalnmizca iglem yapisini tekrarlama
olasilig gordiiklerinde, ilgili karmasik proje tahvili
ihrac1 yapisinin olusturulmasi amaciyla kayda de-
ger 6n 6deme masraflar: harcamaktadirlar.

¢ Project procurement models that support pricing | Biitiin bunlara ek olarak, asagidaki sebeplerin de proje
determinism provided by lending banks, tahvili slirecini yavaglattig1 kabul edilmektedir:
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¢ Project financial risk profile and performance
oversight are complex and therefore expensive,

¢ The fact that the credit rating grade is at the lowest
level of the investment grade,

e It is difficult to obtain bond insurance for infra-
structure operations.?”

Recently, it has been observed that there is a tendency
towards shorter-term loan structures. Within short-
term credits, lenders are encouraged to refinance a few
years after the full use of cash swap mechanisms and
margins are being raised. Banks are convincing inves-
tors to accept the risk of refinancing by structuring loans
in shorter periods. At the moment, it is estimated that
the maturity periods are the key point of the negotia-
tions between the banks and the investors.

Many of the traditional project financing bank borrow-
ings have been affected by the requirements for capital
adequacy envisaged in accordance with international
norms and laws. The end result is that the banks no
longer take an active role in financing infrastructure
projects and are re-focused on core banking. Because of
the need tofill the liquidity gap, there are alarge number
of potential investors who strive to reach the best assets
in the infrastructure operations sector, which will put
pressure on bond pricing at a high level of competition.
However, there are many banks with liquidity problems.
In addition, there is still enough capital in terms of repu-
table sponsors, good financial structures and acceptable
country risks, high-level profit-making, and sustainable
projects.

Although the banking sector has been emphasized up
to this point, it should be taken into consideration that
this sector may be a far different future for different
investors, including a much larger diversity of investor
masses that combine both long-term and short-term
debt instruments.

B. The Status of the Project Bond Against the
Bank Credits

The search for alternative financing in the infrastructure
sector is a very important debate in terms of the current
situation of the project financing sector. In particular, it
will be beneficial in terms of the involvement of banks in
the process, the effective control of the risk of construc-

* Yatirimcilarin ingaat riskini almayacag) endigesi,
* Negatif tasima maliyeti,

» Tahvil sahipleri icin efektif karar verme siirecleri-
nin olusturulmasi,

* Borg veren bankalarca saglanan fiyatlandirma be-
lirliligini destekleyen proje tedarik modelleri,

e Proje tahvilleri kredi risk profillerinin ve perfor-
mans gozetimlerinin karmagik ve dolayisiyla pahali
olmasa,

¢ Kredi derecelendirme notunun yatirim notunun
en agag1 seviyesinde olmasi,

o Altyapi iglemleri icin tahvil sigortas1 temininin
glic olmas1.”

Son zamanlarda daha kisa vadeli kredi yapilarina dogru
bir egilim oldugu gozlemlenmektedir. Kisa vadeli kredi-
ler kapsaminda borg¢ verenler, nakit swap mekanizmala-
rinin tamamen kullamilmasindan birkag y1l sonra yeni-
den finansman gerceklestirilmesine tegvik edilmekte ve
marjlar yiikseltilmektedir. Bankalar kredileri daha kisa
vadelerde yapilandirarak yatirimeilar: yeniden finans-
man riskini kabul etmek konusunda ikna etmektedir-
ler. Su an icin vade siirelerinin bankalar ile yatirimecilar
arasinda gerceklestirilen miizakerelerin kilit noktasim
olusturdugu tahmin edilmektedir.

Geleneksel proje finansmam banka borclanmalari-
nin bir¢ogu uluslararasi normlar ve kanunlar uyarinca
ongoriilen sermaye yeterliligi gerekliliklerinden etki-
lenmistir. Bunun sonucu ise bankalarin artik altyap:
projeleri finansmanina iligkin aktif bir rol almamas: ve
¢ekirdek bankacilik alanina yeniden odaklanmalaridir.
Likidite boslugunun doldurulmas: gereklili§i olustu-
gundan, altyapi islemleri sektériindeki en iyi varliklara
ulagsmak icin caba goésteren cok sayida potansiyel ya-
tinmec1r bulunmaktadir ki bu durum yiiksek derecede
rekabet ve sonrasinda tahvil fiyatlandirmasinda baski
yaratacaktir. Ancak, likidite sorunlar1 yasayan pek ¢ok
banka bulunmaktadir. Bununla birlikte; saygin sponsor-
lar1, dogru finansal yapilar1 ve kabul edilebilir tilke risk-
leri olan, yiiksek seviyede kar getirisi olan ve siirdiirtile-
bilir projeler acisindan yeterli miktarda sermaye halen
mevcuttur.
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tion, the cost of negative transport, the decision-making
and supply of flexibility and the active management of
the banks. Even if there is an optimism that project fi-
nancing among the banks will continue to play a key role
in the future projects; the actual situation may change in
consequence of the present and legal obstacles.

Regarding the bank loans, commercial banks and pro-
ject sponsors tend to agree on the government’s com-
mitment to refinancing (despite being cheaper, it aims
to be a concept that is more valuable than bank borrow-
ing and money). Nevertheless, the strategy mentioned
is not applicable to all situations, and on the contrary, it
depends on the project country, the rights holders, the
type of project and, in particular, the commercial strat-
egies of commercial banks. As a result, in such a case,
the risk of refinancing must be assumed by commercial
banks and project sponsors.

On the other side, the World Bank, EIB, Export Credit
Institutions (“ECA”) and other multinational organiza-
tions (EBRD, IFC); will continue to play an important
role in the financing of infrastructure transactions, even
though the restrictions on financing adequacy apply to
them as well. In the same direction, dedicated sales will
continue to gain importance. In addition to these, spe-
cialized funds will be able to step in the sector, will be
looking to invest increasingly in pension funds and state
funds infrastructure projects and companies.?®

Bankers argue that borrowing capital markets do not sup-
port infrastructure investment projects from pure zero
without past performance. The reason for this is the high
construction risks that such projects have, and the capi-
tal market actors do not want to undertake. In addition,
it is entirely true that bond issues in the past have been
used only to refinance existing project accounts, but are
notused in investment projects from scratch. However, in
the recent days, with the support provided by some public
institutions and international financial institutions for
the construction period, such a project will be accepted
by qualified investors if a proper credit rating is reached.

The main differences between the bank loans and the
project bonds are seen below and the differences will
play an important role in the decision-making process
regarding where financing solution will be used in the
future. The points to underline these issues are maturity,
coupon interest, refinancing risk, financial statements
and commitments and collection/reimbursement.

Bu noktaya kadar bankacilik sektoriiniin teamiilii vur-
gulanmigsa da; bu sektoriin degisik yatirimeilar icin
hem uzun vadeli hem kisa vadeli bor¢lanma araclarim
kaynagtiran cok daha biiyiik yatirimei kitlesi cesitliligi
iceren cok daha farkh bir gelecegi olabilecegi de dikkate
alinmaldir.

B. Banka Kredileri Karsisinda Proje Tahvilinin
Durumu

Altyap1sektoriinde alternatif finansman arayisi proje fi-
nansmani sektdriiniin mevcut durumu agisindan olduk-
ca 6nemli bir tartigmadir. Ozellikle, proje tahvillerinin
yani sira siirece bankalarin dahil olmasi, ingaat riskinin
etkili bir bicimde kontrol edilmesi, negatif tasima mali-
yeti, esneklik sebebiyle olugan karar verme ve tedarik ve
bankalar tarafindan saglanacak aktif yénetim acisindan
faydal olabilecektir. Bankalar arasinda proje finansma-
ninin ilerideki projelerde kilit bir rol oynamaya devam
edecegi yoniinde bir iyimserlik bulunsa dahi; uygulama-
daki ve yasal engeller sebebiyle gercek durum farklilaga-
bilecektir.

Banka kredilerine iligkin olarak, ticari bankalar ve pro-
je sponsorlar1 yeniden finansman riskinin devlet tara-
findan {iistlenilmesi konusunda (daha ucuz olmasina
ragmen daha kisa, banka bor¢lanmasi ve paranin daha
cok degerli oldugu bir konsept amaclayan) anlagma egi-
limindedirler. Buna ragmen, s6zii edilen strateji her du-
rum icin uygulanabilir nitelikte olmamakta ve tam aksi-
ne proje iilkesi, hak sahipleri, projenin tiirii ve 6zellikle
ticari bankalarin ticari stratejilerine bagh bulunmakta-
dir. Sonug olarak, bdyle bir durumda yeniden finansman
riskinin ticari bankalar ve proje sponsorlar tarafindan
iistlenilmesi gerekmektedir.

Diger bir taraftan, Diinya Bankasi, EIB, Thracat Kredi-
si Kuruluglar1 (“ECA”) ve diger ¢ok uluslu kuruluglar
(EBRD, IFC); finansman yeterliligine iliskin kisitlama-
larin kendilerine de uygulanmasina ragmen, altyapi is-
lemlerinin finansmaninda 6nemli rol oynamaya devam
edeceklerdir. Ayni dogrultuda, tahsisli satiglar da 6nem
kazanmaya devam edecektir. Biitlin bunlara ek olarak,
uzman fonlar sektore adim atabilecek, emeklilik fonlar:
ve devlet fonlar altyap: projelerine ve sirketlerine artan
bir sekilde yatirim yapma arayisinda olacaklardir.?

Bankacilar bor¢lanma sermaye piyasalarinin, gecmis
performansi olmayan saf sifirdan altyapi yatirim proje-
lerini desteklemedigini 6ne siirmektedir. Bunun sebebi
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PROJECT BOND

- Long term period (Appropriate pricing and
long risk-free funding chance)

* Fix ration fundings

+ No chance for prepayment (Long term
prepayment is important)

- Less Project involvement (Boldholders are
in the passive side)

+ More flexible assurances

BANK CREDIT
« Short Term Period (Refinancing Risk)
« Variable Rate
- Prepayment Requierement
(Eg. Amortized Loans)

- More Project Involvement (Projects with

heavy obligations are followed up by banks)
- Long Negotiation Period and

Strict Assurances
- High Interest Cost

Table 7: Advantages and disadvantages of project bond againist bankcredit
Tablo 7: Proje tahvili yénteminin banka kredisi karsisinda avantajlari ve dezavantajlari

As aresult, due to the liquidity requirements imposed by
the legislator, the costs to be used for the infrastructure
sector within the scope of the state budget are restricted
and alternative investors are supported in terms of the
financing provided, in line with the reduced desire of
the commercial banks for the receipt and retention of
long-term project credit assets. However, in order to
continue the project financing activities, it is necessary
to produce innovative solutions in order to ensure that
the banks without using the qualified cash balance sheet
capacity required for long-term infrastructure borrow-
ing activities. International borrowing sectors create a
huge and unused capital pool for project financing. As
can be noticed, the project bond tool is not a totally new
application but has spread widely in infrastructure pro-
jects in Europe and the USA before the financial crisis
(with a big difference which is that re-entering into the
market of monoline insurers after the economic crisis.).
However, qualified investors are still skeptical about in-
clusion in infrastructure operations, especially in Cen-
tral and Eastern Europe. Therefore, it is observed that
government agencies are creating loan incentive pro-
grams to promote the project-financing industry and
to form a well-structured alternative source for funding
infrastructural projects in Europe.?

In addition to the explanations above, in the last part of
this section, the overall cost of the project bond will be
examined. The average purchase and sale differences
(the average spread) of project assets are shown to be
less than project financing bank loans in recent years.

In this context, sponsors may try to reach the project

ise bu tip projelerin sahip oldugu ve sermaye piyasasi
aktorlerinin iistlenmek istemedigi yiiksek ingaat risk-
leridir. Buna ek olarak, ge¢misteki tahvil ihraclarinin
yalnizca mevcut proje tahvillerinin yeniden finansmam
icin kullamldig: ve fakat sifirdan yatirim projelerinde
kullanilmadigi tamamen dogrudur. Ancak son giinlerde,
ingaat dénemine iligkin bazi kamu kurumlar ve ulusla-
rarasi finansal kurumlar tarafindan saglanan destek ile
birlikte, diizgiin bir kredi derecelendirme notuna ulagil-
mas1 durumunda s6z konusu projeler nitelikli yatirimei-
lar tarafindan kabul edilebilecektir.

Asagidaki tabloda banka kredisi ve proje tahvili yapilar:
arasindaki esas farkliliklar goriilmekte olup s6z konu-
su farklhihiklar gelecekte gerceklestirilecek olan hangi
finansman c¢oziimiiniin kullanilacagina iliskin karar
verme siirecinde 6nemli rol oynayacaktir. Alt1 ¢izilmesi
gereken hususlar vade, vade (kupon) faizi, yeniden fi-
nansman riski, finansal beyan ve taahhiitler ve tahsilat/
geri 6deme profilidir.

Sonug olarak, kanun koyucular tarafindan getirilen li-
kidite zorunluluklar sebebiyle uzun vadeli proje kredi
varliklarin alinmasina ve tutulmasinailigkin olarak tica-
ribankalarin azalmig istegine paralel sekilde, devlet biit-
celeri kapsaminda altyapi sektorii icin kullanilacak olan
giderler kisitlanmakta ve sunulan finansman agisindan
alternatif yatirimcilar desteklenmektedir. Ancak, pro-
je finansmam faaliyetlerine devam edebilmek adina
bankalar tarafindan uzun dénem altyap: bor¢landirma
faaliyetleri icin gerekli olan nitelikli nakdin bilanco ka-
pasitesi kullanilmaksizin bulunmasi amaciyla yenilikci
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bonds to reduce their financial costs. Though the gap de-
creations, the trading margin is still in favor of project
estimates, for example in 2013 ithas been 170bps against
260bps. This creates a surplus in favor of project bonds
in assessing the advantages and disadvantages of project
accounts against bank loans.

V1. CONCLUSION

As mentioned above, the project bond method, which is
being used increasingly nowadays, is a source of funding
for investors as an alternative to bank loans. This fund-
ing source has not been used often until the global crisis,
and the usage has become widespread in the post-crisis
duration, as can be seen from the statistics.

If it is necessary to order the characteristics of the pro-
ject bonds, project bonds are the fixed-rate financial in-
struments, in this regard, they are more advantageous
comparing to the bank loans. Because unlike the bank
loans, the increasing payments and the interest rate
swap for the delay has not been regulated in the bonds.
In addition to this, Project bonds are in demand by the
investors who prefer long-term investments in the in-
dustry, in this regard it is preferred for the transactions
with a due date more than twenty years. Also, it should
be noted that more flexible guarantees compared to loan
contracts are observed in project bonds which are sub-
ject to less daily supervision. Amortization flexibility is
an aspect that stands out as highly important in inves-
tor evaluations. With their extensive payment free pe-
riod opportunities, project bonds offer flexibility in the
amortization structure as well. In addition to all these,

coziimler {iretilmesi gerekmektedir. Uluslararasi borg-
lanma sektorleri proje finansmanlari i¢in ¢ok biiyiik ve
heniiz kullanilmamisg bir sermaye havuzu olusturmakta-
dir. Fark edilebilecegi iizere, proje tahvili araci tamamen
yeni bir uygulama olmayip aksine biiyiik oranda Avrupa
ve ABD’de finansal kriz 6ncesi gerceklestirilen altyapi
projelerinde yayginlagsmistir (biiyiik bir farkla ki bu fark
ekonomik buhran sonrasi piyasadan ¢ikan monoline si-
gortacilarin yeniden piyasaya giris yapmasidir). Ancak,
nitelikli yatirimecilar halen altyapi iglemlerine dahil ol-
maya, 0zellikle Orta ve Dogu Avrupa bolgesinde, kus-
kuyla yaklagsmaktadirlar. Dolayisiyla, devlet kurumla-
rinin proje tahvili sektoriinii tegvik etmek ve Avrupa’da
gerceklestirilen altyap: projelerinin finansmani i¢in iyi
bir sekilde yapilandirilmig alternatif kaynag: olustur-
mak amaciyla kredi tegvik programlarini olusturmakta
oldugu gozlemlenmektedir.>®

Yukaridaki aciklamalara ek olarak, bu béliimiin son kis-
minda ise genel hatlariyla proje tahvilinin maliyeti ince-
lenecektir. Proje tahvillerinin ortalama alim satim fark-
larmin (average spread) son yillarda proje finansmani
banka kredilerine gore daha az oldugu gosterilmektedir.
Bu kapsamda, sponsorlarin finansal giderlerini azalt-
mak amaciyla proje tahvillerine ulagsmaya calisacaklari
beklenebilecektir. Aradaki fark azalmakta ise de, sOz
konusu alim satim farki halen proje tahvilleri lehine
olusmaktadir, 6rnegin 2013 yilinda 260bps karsisinda
170bps olmugtur. Bu ise proje tahvillerinin banka kredi-
leri karsisinda avantaj ve dezavantajlarinin degerlendi-
rilmesinde proje tahvili lehine bir art1 daha olusturmak-
tadur.

16 Crédit AgricoleSecurities, Project Bond Focus”,
May 2016, pg. 2

17 Crédit AgricoleSecurities, Project Bond Focus”,
May 2016, pg. 3

18 Crédit AgricoleSecurities, Project Bond Focus”,
May 2016, pg. 3

19 The pension funds are named in Mexico as
Administradoras de Fondos para el Retiro ‘or
Afores. Pension funds in Chile and Peru are called
Administradoras de Fondos de Pensiones and form an
example of investors who support local transactions
through investment.

20 The statistic data above prepared in accordance
with the first financial structures regarding the
projects, yet the ongoing financings are not
considered.

21The reason the companies are called “monoline”
is that they are legally established and operate as
insurance companies. Unlike many other insurance
companies, which are multi-lin issuers and have a
variety of other types, only one type of insurance,
financial guarantees, can be provided under the law.
22 Emanuele Rossi/ Rok Stepic, Infrastructure Project
Finance and Project Bonds in Europe, Palgrave
Macmillan, England 2015. pg. 53.

23 Georg Inderst, Infrastructure Investment, Private
Finance, and Institutional Investors: Asia from a
Global Perspective, ADBI Working Paper 555, Asian
Development Bank Institute, Tokyo 2016, pg. 29.

24 E.R. Yescombe, Principles of Project Finance,
Dijital Vision, pg. 27.

25E. R. Yescombe, Principles of Project Finance,
Dijital Vision, pg. 62.

26 Tianze Ma, Basel lll and the Future of Project
Finance Funding, pg. 43.

27 European Investment Bank, “Capital markets in
PPP financing, Where we were and where are we
going?”, pg.b.

28 Robert Hauswald/Mansur Dailami, The Emerging
Project Bond Market Covenant Provisions and Credit
Spreads, Policy Research Working Paper.

29 Emanuele Rossi/ Rok Stepic, Infrastructure Project
Finance and Project Bonds in Europe, Palgrave
Macmillan, England 2015 pg. 52.
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project bonds entail a fast process with regards to rating
process, expected issuance period of the bond is eight
to twelve weeks. Make-whole can be requested in the
case that a make-whole provision is included in project
bonds. Such a proceeding would make the refinancing
more difficult for the issuing company.

While the aspects noted above are the reasons of pref-
erence for project bonds, the negative transportation
operations stand out as one of the reasons why project
bonds have not been widely adopted. The case that the
cost of withholding the security is higher than the return
on the security is called the cost of negative transporta-
tion. The cost of transportation is a frequently discussed
disadvantage for negative transport investment projects
due to all income being earned at the time of bond issu-
ance while capital expenditures are spread out over a
couple of years for the duration of construction. Howev-
er, alternative structures that greatly decrease this cost
are also available. In the first alternative, a restructuring
of project bonds to include “delayed collection mecha-
nisms” is proposed. In a delayed collection mechanism,
the funds are structured in the way to make collections
in multiple installments at different time periods possi-
ble. The second alternative is combining the previously
discussed delayed collection structure with the bank in-
strument.

Insurance companies, asset managers, infrastructure
borrowing funds and local investors make the target
group of investors for project bonds. The process of is-
suing a project bond can be analyzed under three main
headings. (i) a two-three weeks long scoping process, (ii)

V1. SONUC

Yukarida anlatildig1 {izere, giiniimiizde kullanimi hiz-
la artmaya baglayan proje tahvilleri banka kredilerine
alternatif olarak yatirimecilarin bagvurdugu bir fon kay-
nagidir. Bu fon kaynagy, kiiresel krize kadar ¢ok sik kul-
lanilmamisg olup istatistiklerden anlagildig iizere kriz
sonrasinda kullanimi yayginlagmigtur.

Proje tahvillerinin o6zelliklerini siralamak gerekirse,
proje tahvilleri sabit oranl finansman araclaridir, bu
bakimdan banka kredilerinden daha avantajhdir. Ciin-
kii tahvillerde banka kredilerinin aksine artan 6demeler
ve gecikme faizi swapi diizenlenmemektedir. Bununla
birlikte proje tahvilleri sektorde uzun vadeli yatirimlari
tercih eden yatirimcilar tarafindan ragbet gormektedir,
bubakimdan vade tarihi yirmiyi1ldan fazla olan islemler-
de tercih edilmektedir. Ayrica daha az giinlitk denetimin
oldugu proje tahvillerinde kredi s6zlesmelerine kiyasen
daha esnek giivenceler 6ngoriildiigii de belirtilmelidir.
Amortisman esnekligi ise yatirimcilar tarafindan yapi-
lan degerlendirmelerde 6nem goéren bir diger 6zellik-
tir. Proje tahvilleri, genis bir siire zarfinda devam eden
o6demesiz donemler sunma olanag ile amortisman ya-
pisinda esneklik saglayabilmektedir. Bunlara ek olarak
proje tahvillerinde derecelendirme siireci bakimindan
da hizlh bir igleyis s6z konusudur, sekiz ila on iki hafta
siiren bir zaman diliminde proje tahvilinin ihrac edil-
mesi 6ngoriilmektedir. Proje tahvillerinde erken 6deme
hiikmiiniin konulmasi halinde erken 6deme talep edile-
bilmektedir. Bu durum ihracg sirket acisindan yeniden
finansman giiclestirmektedir.

16 Creédit AgricoleSecurities,“Project Bond Focus”,
Mayis 2016, s. 2

17 Crédit AgricoleSecurities,‘Project Bond Focus”,
Mayis 2016, s. 3

18 Crédit AgricoleSecurities,"Project Bond Focus”,
Mayis 2016, s. 3

19 Emeklilik fonlari Meksika'da Administradoras

de Fondos para el Retiro’ or Afores olarak
adlandirimaktadr. Sili ve Peru’da bulunan

emeklilik fonlariise Administradoras de Fondos de
Pensiones olarak adlandiriimakta olup yerel islemleri
yatirim yoluyla destekleyen yatirimeilara rnek
olusturmaktadirlar.

20 Yukaridaki istatistiksel veriler projelere iliskin ilk
finansal yapilar dikkate alinarak hazirlanmis olup;
devam eden finansmanlar dikkate alinmamistir.

21 Stz konusu sirketlerin “monoling” olarak
adlandirimasinin sebebi; hukuken sigorta sirketleri
olarak kurulmakta ve faaliyet géstermektedirler.
Multi-line ihraggisi olan ve bir cok cesitli diger sigorta
sirketlerinin aksine; kanun kapsaminda yalnizca tek bir
tip sigorta tipi, finansal giivenceler, sunabilmektedirler.
22 Emanuele Rossi/ Rok Stepic, Infrastructure Project
Finance and Project Bonds in Europe, Palgrave
Macmillan, ingiltere 2015. s. 53.

23 Georg Inderst, Infrastructure Investment, Private
Finance, and Institutional Investors: Asia froma

Global Perspective, ADBI Working Paper 555, Asian
Development Bank Institute, Tokyo 2016kiiresel, s. 29.

24E.R. Yescombe, Principles of Project Finance,
Dijital Vision, s. 27.

25E. R. Yescombe, Principles of Project Finance,
Dijital Vision, s. 62.

26 Tianze Ma, Basel lll and the Future of Project
Finance Funding, s. 43.

27 European Investment Bank, “Capital markets in
PPP financing, Where we were and where are we
going?”, .5.

28 Robert Hauswald/Mansur Dailami, The Emerging
Project Bond Market Covenant Provisions and Credit
Spreads, Policy Research Working Paper.

29 Emanuele Rossi/ Rok Stepic, Infrastructure Project
Finance and Project Bonds in Europe, Palgrave
Macmillan, ingiltere 2015's. 52.
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a four-five weeks long document preparation and rating
process, and (iii) a two-three weeks long advertisement
and closing process.

Considering the advantages they bring to the table,
the project bonds are considered an alternative fund-
ing source especially for public-private partnership
projects. The difficulties in long-term lending opera-
tions due to strict regulations enforced on bank balance
sheets is the main reason for banks not to prefer the pro-
ject bonds as a primary source in long-term projects. In
such situations, the project bonds become a preferred
alternative to traditional bank loan processes.

A long-term period is foreseen by providing appropri-
ate pricing and long risk-free funding on project bonds.
In traditional bank loans, a short due date is anticipated
which holds the risk of being refinanced. However, while
there are fixed rate funds at the project bond, there are
variable rates for bank loans. This situation creates arisk
forthe investor. In addition, conversely to the bankloans,

Yukarida sayilan ozellikler proje tahvillerinin tercih
edilmesine sebep olan 6zellikler iken negatif tasima faa-
liyeti proje tahvillerinin heniiz yayginlagmamasinin se-
beplerinden biri olarak karsimiza ¢ikmaktadir. Menkul
kiymetin elde tutulmasi maliyetinin, menkul kiymetten
elde edilen kazanctan daha yiiksek oldugu durum nega-
tif tasima maliyeti olarak isimlendirilmigtir. Biitiin ge-
lirin tahvil ¢ikarildig: an kazanilmasi ve fakat sermaye
harcamalarinin birkag yil siiren ingaat dénemi boyunca
dogmasi sebebiyle, sifirdan yatirim projeleri agisindan
negatif tagima maliyeti proje tahvilleri i¢in siklikla orta-
ya atilan bir dezavantajdir. Bununla birlikte bu maliyeti
biiyiik oranda diigiiren alternatif yapilar da mevcuttur.
Birinci alternatifte proje tahvillerinin, “geciktirilmis
tahsilat mekanizmasim” icerecek bicimde yapilandiril-
malar1 6ngoriilmektedir. Geciktirilmis tahsilat meka-
nizmasinda, fonlar, degisik zaman dilimlerinde birden
fazla para cekilerek tahsil edilmesi miimkiin olacak se-
kilde yapilandirilmistir. fkinci alternatif ise bahsi gecen
geciktirilmig tahsilat yapisinin banka araci ile birlestiril-
mesi seklindedir.
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the project bonds save the investor from prepayment
conditions, which are organized considerable amounts.
While the banks are being considerably involved into
the project, when the project bonds are used, no such
situation arises. This is because the bondholders are in
apassive position. In addition to all these, the long nego-
tiation period on bank credits and the demand for heavy
guarantees do not raise in project bonds. Comparing to
bank credit, flexible guarantees are demanded. The last
question that needs to be mentioned is about interest
rates. Currently, as it is known, high-interest costs are
foreseen in bank loans. However, for the project bonds,
contrary to the bank loans, there are low-interest costs.

The project bonds which are not common yet in Turkey,
are preferred by lots of investors especially for the infra-
structure investments as an alternative to the universal
bank loans. For the coming years, it is expected that the
advantage of the project bonds will be noticed by the
domestic investors and global momentum of the use of
project bonds will be captured. B

..

Proje tahvillerinin hedef yatirimei kitlesini, sigorta sir-
ketleri, varlik yoneticileri, altyap: bor¢clanma fonlar: ve
yerel yatirimcilar olusturmaktadir. Proje Tahvil ihra-
cinin gerceklestirilmesi ise ii¢ ana siire¢ altinda ince-
lenebilir: (i) iki-li¢ hafta siiren 6n inceleme siireci, (i)
dort-bes hafta siiren belge olusturma ve derecelendirme
siireci ve (iii) iki-ii¢ hafta siiren reklam ve kapanis siireci.

Proje tahvilleri sagladiklar1 avantajlar géz 6niinde bu-
lunduruldugunda 6zellikle kamu-6zel ortakliklar1 pro-
jelerinde banka kredilerine alternatif bir fon kaynag:
olarak degerlendirilmektedir. Oncelikli olarak bankala-
rin uzun dénem projelerinde tercih edilmemelerindeki
en biiyiik etken, banka bilancolarina getirilen agir yii-
kiimliiliiklerin bankalarin uzun dénem bor¢ verme ope-
rasyonlarini zorlagtirmasidir. Bu tip durumlarda proje
tahvilleri geleneksel banka kredisi uygulamalarina kar-
silik tercih edilir bir alternatif haline gelmektedir.

Proje tahvillerinde uygun fiyatlandirma ve uzun, risksiz
fon olanag: saglanmak suretiyle uzun bir vade dénemi
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ongoriilmektedir. Geleneksel banka kredilerinde ise
bilindigi gibi yeniden finanse edilme riskini barindiran
kisa bir vade dénemi 6ngériilmiistiir. Bununla birlikte
Proje tahvilinde sabit oranl fonlar mevcutken, ban-
ka kredilerinde degigsken oranlar vardir. Bu yatirimel
icin risk olugturmaktadir. Ayrica proje tahvilleri, banka
kredilerinin aksine, yatirnmeiy1 yiiklii miktarlar seklin-
de diizenlenen 6n édeme sartlarindan kurtarmaktadir.
Banka kredilerinde, bankalarca projeye oldukca fazla
miidahale edilmekteyken proje tahvillerinde bdyle bir
durum s6z konusu degildir. Ciinkii tahvil sahipleri pasif
konumdadir. Tiim bunlara ek olarak banka kredilerin-
deki uzun miizakere donemi ve agir giivence talepleri
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