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S&P Publishes Final Construction Methodology 
And Requests For Comment On Other Aspects 
Of  Project Finance Methodology
Ian R Greer, S&P Credit Analyst, examines Standard & Poor’s Ratings 
Services finalized methodology and assumptions for assessing credit 
risk during a project’s construction phase.

The finalized construction phase 
methodology assesses the likelihood that 
projects will be built and completed with 
adequate funding and within budget.

The construction phase covers the 
period from financial close through the 
commencement of  operations.

The proposed changes detailed in the 
Requests For Comments (RFCs) cover 
revisions to transaction structure, an 
evaluation of  risks during the operations 
phase, and an overarching framework 
that will combine all aspects of  the 
finalized and proposed project finance 
methodologies.

These finalized and proposed revisions 
reflect S&P’s efforts to continually refine 
our rating methodology for projects, 
wherever they may originate and in 
whatever form they take.

The default and transition performance 
of  S&P’s project finance ratings has been 
strong. Annual default rates of  project 
financings have averaged 1.5% since the 
first default in 1998, and S&P draws on 
more than two decades of  experience in 
assessing project credit risk. This newly 
finalized and proposed criteria draw upon 
this strong historical track record.

Construction Phase
The finalized construction-phase 
methodology evaluates two critical credit 
risk factors: technology and design, and 
construction risk. Both factors are subject 
to four adjustments, or modifiers: project 
management, construction funding, 
funding adequacy, and counterparty risk. 
The factors and their adjustments will 
result in a construction-phase stand-alone 
credit profile (SACP).

Operations Phase
The proposed methodology first 
formulates an operations phase business 
assessment considering three main 
factors: performance risk, market risk, 
and country risk. The proposed criteria 
then assess financial factors, such as 
forecasted debt service coverage ratios, 
expected performance under a downside 
case, liquidity, and refinancing risk to 
establish an operations phase SACP.

Transaction Structure Evaluation 
Transaction structure outlines the four 
necessary minimum elements for a 
project financing: limited-purpose entity 
(LPE) structure, a senior secured pledge 
of  the project’s assets, a full covenant 
LPE covenant package, and cash 
management restrictions. Transaction 
structure further describes when the 
project will be linked or capped by 
its parent rating and when structural 
weaknesses will negatively affect the 
rating on a project.

If  the minimum elements are met,  
we will perform a parent linkage analysis 
to determine if  the rating on a project 
should be de-linked from, linked to, 
or capped by the rating on its parent. 
In addition, our structural analysis 
will classify a transaction’s structural 
protections as strong, fair, or weak, 
and an evaluation of  other structural 
elements will determine the impact of  
subordination and prior existence.

Framework And the Stand-Alone 
Credit Profile 
The framework establishes what issues can 
be rated under the project finance criteria. 
It then establishes a weak-link approach 
between the construction and operations 
SACPs. It then overlays potential 
consequences from transaction structure, 
which can either lower the project SACP 
or link it to the project’s parent company. 
It also explains how other factors, such 
as government support, sovereign rating 
limits, and full credit guarantees affect the 
project rating. Finally, framework outlines 
our methodology for rating other debt 
in a project structure and describes our 
approach to recovery ratings.

Ratings Impact 
The final construction methodology will 
affect approximately 5% of  the ratings 
that are in the construction phase, and 
S&P expects the rating actions to be 
limited to one notch.

Further Information is available on the Global Credit 
Portal in the report entitled “S&P Publishes Final 
Construction Methodology And Requests For Comment 
On Other Aspects Of Project Finance Methodology”
See page 2 & 3 for more detail 
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“Respondents were 
generally supportive 
of  the increased 
transparency in the 
construction criteria 
framework proposal as 
well as the completeness 
of  the proposed 
methodology.”

O
n Jan. 28, 2013, Standard & Poor’s Ratings 
Services published a request for comment (RFC) 
on its revised proposed approach to analyzing 
project finance construction phase risks. Following 
feedback from the market through March 28, 2013, 

we finalized and published our criteria on Nov. 15, 2013.
We’d like to thank investors, issuers, and other intermediaries 

who provided feedback. This article provides an overview of  the 
changes between the RFC and the final criteria and the rationale 
behind those changes.

Key Changes Post The RFC
Respondents were generally supportive of  the increased 
transparency in the construction criteria framework proposal as 
well as the completeness of  the proposed methodology.

We received 15 external comments on the RFC methodology, 
which we reviewed and took into consideration. The key 
comments generally related to: (i) the calibration of  the 
“technological risk” and “construction risk” assessment 
outcomes, (ii) points of  clarification, and (iii) further information 
on the general application of  the project finance construction 
methodology. In addition, and separate to the responses to 
the RFC, we also included country risk analysis in the project 
finance construction methodology. Post the RFC period, we 
also tested the application of  the project finance construction 
methodology on projects that are under construction. The 
outcome of  this testing enabled us to provide additional clarity 
on some definitions and examples within the methodology 
article.

Calibration Of  Technological Risk And Construction Risk 
Assessments
Respondents suggested minor calibrations to the assessments 
of  “technological risk” and “construction risk”. We have also 
clarified the construction phase business assessment outcomes.

Technological risk “Technological risk” under the project 
finance construction methodology is the combination of  our 
assessments of  “technology track record in this application” 
(track record) and “technology performance match to contract 
requirements and expectations” (technology performance).

In reviewing respondents’ feedback on the construction 
phase business assessment outcomes we reassessed that the 
combination of  a track record of  “new or unproven technology” 
and technology performance that “falls short of  minor” could 
have a construction phase business assessment higher than ‘b-’, 
compared with our previous outcome of  ‘b-’. The reason for this 
revised assessment is that we do not consider the classification 
of  “falls short of  minor” to have a material effect on technology 
performance.

In addition, we also considered that projects assessed as 
“very weak” in the majority of  situations are unlikely to achieve 
an investment-grade outcome (‘bbb-’ or higher). Although 
we reflected that such an outcome could be a possibility, we 
considered that it was more transparent to specify the intended 
limits on such outcomes. To address this, we limited the “very 
weak” outcomes to the following combinations:
•  “Matches all” and “new or unproven technology”

•  “Falls short of  minor” and “new or unproven technology”
•  “Falls short of  material” and “commercially proven”
•  “Falls short of  material” and “proven

Construction risk Under the project finance construction 
methodology, we assess “construction risk” by combining our 
assessments of  “delivery method” and “construction difficulty.”

Following comments from respondents during the RFC, 
and specifically where projects have a “very strong” “delivery 
method” we reviewed and recalibrated three of  the “construction 
risk” assessment outcomes. Our rationale for this change 
related to the benefit of  turnkey contracts, which can effectively 
transfer risk to the turnkey provider (subject to any counterparty 
exposure). Importantly, the only way a project can have a very 
strong delivery method is if  it has a turnkey contract. As a result 
of  this review and recalibration projects with a very strong 
delivery method assessment combined with a “construction 
difficulty” assessment of:
•  “Civil or heavy engineering task” will be assessed as 1 

(previously assessed as a 2);
•  “Heavy engineering-to-industrial task” will be assessed as 2 

(previously assessed as a 3); and
•  “Industrial task complex building task” will be assessed as 3 

(previously assessed as a 4).
In addition, a project with a “strong” delivery method 

assessment combined with a construction difficulty assessment 
of  “industrial task complex building task” will receive a 
construction risk assessment of  4. In the RFC, we had indicated 
this project would have received an assessment of  5. This change 
reflects that a “strong” delivery method can only be achieved 
under either a turnkey contract or an engineering procurement 
contract with a “very experienced” contractor.

Further Information is available on the Global Credit Portal in the report entitled 
“RFC Process Summary: Standard & Poor’s Summarizes Changes From The Project 
Finance Construction Methodology Request For Comment”
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COMMENTARY: STANDARD & POOR’S RFC PROCESS SUMMARY

STANDARD & POOR’S SUMMARIZES CHANGES 
FROM THE PROJECT FINANCE CONSTRUCTION 
METHODOLOGY REQUEST FOR COMMENT
Ian Greer and Trevor D’Olier-Lees, S&P Credit Analysts, provide an overview of  the changes  
between the RFC and the final criteria and the rationale behind those changes.
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P
roject finance bond issuance is surging in Europe, 
the Middle East, and Africa (EMEA) in 2013 as 
infrastructure programs look to the capital markets to 
supplement and/or replace traditional bank financing, 
which is being curtailed by tighter regulation in the 

region. What’s more, issuers are adopting a number of  different 
funding structures, leading to varying rating outcomes.

In Standard & Poor’s Ratings Services’ view, these competing 
structures serve to diversify the industry because capital market 
issuance is no longer reliant on a single funding structure. As 
a result, we look to a more buoyant period for the industry 
and anticipate stable creditworthiness while this new wave of  
issuance unfolds.

Since May this year, we’ve assigned a number of  preliminary 
ratings to new projects that have construction risk. These are the 
first new project finance bonds with construction risk issued in 
EMEA since 2007, and demonstrate investors’ returning appetite 
for infrastructure assets.

Project Finance Companies Return To The Capital 
Markets
After a long hiatus, project finance companies in EMEA have 
this year issued a significant amount of  new capital market 
debt. A number of  the transaction structures adopted have been 
proven viable from a funding perspective. This is important for 
the market’s resilience and competitiveness because it provides 
project sponsors with a number of  different avenues to access 
the capital markets. By contrast, when project finance capital 
market issuance last peaked, in 2007, U.K PFIs were almost 
totally reliant on monoline guaranteed debt and there was little 
issuance outside of  the U.K. and only a small number of  large 
projects in the Middle East. The only alternative to monoline 
guaranteed debt was secured bank lending. In the reporting 
period, we have assigned new ratings to two accommodation 
projects that benefit from monocline guarantees. These projects 
– Holyrood Student Accommodation Plc and Sustainable 
Communities for Leeds (Finance) PLC – are both guaranteed 
by Assured Guaranty (Europe) Ltd.; currently the only monoline 

guarantor active in the U.K. market. In the same period, two new 
student accommodation projects were financed using bonds 
that do not benefit from a guarantee from a monoline, which we 
rate at ‘A-/Stable’. These projects (ULiving@Hertfordshire and 
UPP Bond 1 Issuer PLC) are the first unwrapped project finance 
bonds issued to fund social infrastructure in the U.K.

Furthermore, Ruwais Power Co.’s $800 million bond issuance 
signalled the return of  the Middle Eastern market for project 
bonds. This year also saw Watercraft Capital S.A. issue the first 
bond through the European Investment Bank’s (EIB’s) Project 
Bond Credit Enhancement initiative.  

The Existing Portfolio Maintains Stable Credit Quality
We have taken a number of  rating actions in the past two 
quarters, the most notable of  which are outlined below.

Three entities became “fallen angels”, that is, we downgraded 
them to speculative grade (‘BB+’ and lower) from investment 
grade (‘BBB-’ and higher). We lowered our long-term issue 
ratings on Healthcare Support (Newcastle) Finance PLC 
to ‘BB+’ from ‘BBB-’ and assigned it a stable outlook. The 
downgrade followed the issue of  a second warning notice by the 
Newcastle-Upon-Tyne Hospitals National Health Service (NHS) 
Foundation Trust as a result of  disputed penalty points issued in 
relation to the angiography room at the Royal Victoria Hospital.

We downgraded Spanish toll-road project operator Autovia 
del Camino S.A. to ‘BB+’ from ‘BBB-’ on weaker traffic growth 
prospects.

Finally, we lowered the long-term issue ratings on Norway-
based asset company Njord Gas Infrastructure AS (NGI) to ‘BB’ 
from ‘BBB+’ following the announcement by the Norwegian 
Ministry of  Petroleum & Energy (MPE) on June 27, 2013, that it 
would amend transport tariffs on the majority of  future capacity 
bookings for the Gassled network. On the flip side, we raised 
the issue ratings on Alpha Schools (Highland) Project PLC to 
‘BBB+’ from ‘BBB’ and assigned them a positive outlook. This 
followed an improvement in the working relationships between 
the transaction parties, as well as in the project’s operational 
performance over the six months prior. We also raised our 
ratings on Consort Healthcare (Mid Yorkshire) Funding PLC to 
‘BBB/Stable’ from ‘BBB-/Positive’ following its recent, more 
robust operating performance. In addition, we raised the long-
term issue ratings on Ajman Sewerage (Private) Co. Ltd. to ‘BB+’ 
from ‘BB’ to reflect its stronger financial profile.

Rating/Outlook Distribution
Of  the 110 project finance issues that we rate, 75% were 
investment grade on Sept. 30, 2013, compared with 80% on 
March 31, 2013. Since the end of  the first quarter of  2013, the 
proportion of  investment-grade rated issues in the portfolio has 
decreased by approximately 4%. 

Further information is available on the Global Credit Portal in the Industry card 
report entitled “Investors’ Appetite For Infrastructure Assets Boosts EMEA  
Project Finance” 

INVESTORS’ APPETITE FOR INFRASTRUCTURE 
ASSETS BOOSTS EMEA PROJECT FINANCE
James Hoskins, S&P Credit Analyst, suggests project finance bond issuance is increasing in  
EMEA as infrastructure programs look to the capital markets 

COMMENTARY: INVESTORS’ APPETITE FOR INFRASTRUCTURE ASSETS BOOSTS EMEA PROJECT FINANCE
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“After a long hiatus, 
project finance 
companies in EMEA 
have this year issued 
a significant amount 
of  new capital market 
debt.”



“Thyssengas’ 
business risk profile 
is underpinned by its 
strong market position.”

VEOLIA ENVIRONNEMENT S.A. (VEOLIA) 

France-Based Veolia Downgraded To ‘BBB’ On 
Squeezed Profitability And Subdued Recovery  
In Credit Metrics
Standard & Poor’s Ratings Service has lowered its base-case 
expectations for French environmental services group Veolia 
Environnement S.A. (Veolia) owing to a continued structural and 
cyclical margin squeeze, despite its plans for massive cost cuts.

S&P anticipates that its adjusted 
credits metrics for Veolia will improve 
only marginally in 2013, and thinks 
they’re unlikely to recover to levels 
commensurate with the ratings in 2014  
or 2015. 

S&P is lowering its long-term rating 
on Veolia to ‘BBB’ from ‘BBB+’ and 
affirming its ‘A-2’ short-term rating. The 
outlook is negative.

The negative outlook reflects the 
one-in-three possibility of  a downgrade 
of  Veolia in the next two years if  it fails 
to improve its profitability and credit 
metrics.

S&P also lowered its issue ratings 
on Veolia’s senior unsecured debt to 
‘BBB’ from ‘BBB+’ and on its junior 
subordinated hybrid securities to ‘BB+’ 
from ‘BBB-’.

S&P Credit Analyst Nicolas Riviere 
says: “The rating action follows Veolia’s 
recent announcement of  its third-
quarter 2013 results and our subsequent 
downward revision of  our base-case 
expectations for the group.”

The downgrade mainly incorporates 
the uncertainty stemming from the 
relentless decline in group EBITDA. 

Another factor is the lackluster recovery 
in economic conditions in Europe and in 
France, which is likely to further delay the 
turnaround in Veolia’s organic growth. 
It is expected this turnaround to be 
supported primarily by planned massive 
cost-cutting, most of  which is yet to be 
implemented.

This adverse momentum will  
prevent the group from turning free 
operating cash flow positive before  
2016 and from strengthening its credit 
metrics to levels S&P regards as 
commensurate with a ‘BBB+’ rating in 
2014 or 2015, despite the possibility  
of  higher disposal gains than is  
currently anticipated.

The outlook also reflects the view 
that there are significant downside risks 
to the base-case scenario. In particular, 
the economic recovery assumed in base 
case is fragile and management has yet 
to demonstrate its ability to reap the 
benefits of  cost cutting.

Further information is available on the Global Credit 
Portal in the research update entitled: “France- 
Based Veolia Downgraded To ‘BBB’ On Squeezed 
Profitability And Subdued Recovery In Credit Metrics; 
Outlook Neg”

ITALIAN OIL AND GAS MAJOR ENI

Italian Oil And Gas Major Eni Kept On  
CreditWatch Negative Pending Review Of  
Company’s GRE Status And SACP
The CreditWatch placement reflects the possibility that the long-term 
corporate credit rating on Eni could be lowered by one notch if  the 
oil and gas major is assessed as a government-related enterprise or if  
Eni’s stand-alone credit profile is assessed downward. 

Standard & Poor’s Ratings Service kept 
its ‘A’ long-term and ‘A-1’ short-term 
corporate credit ratings on Italy-based 
international oil and gas major Eni 
SpA on CreditWatch with negative 
implications, where it was placed on 
July 16, 2013. S&P intends to resolve the 
CreditWatch placement within the next 
one to two months.

On July 9, 2013, S&P lowered its 
unsolicited long-term sovereign credit 
rating on the Republic of  Italy to ‘BBB’ 
from ‘ BBB+’. Subsequently the corporate 
credit ratings of  Eni SpA was placed on 
CreditWatch to reflect S&P’s view of  
the adverse effect of  the weak Italian 
economy on Eni’s gas marketing and 
downstream operations.

S&P continues to review its 
designation of  Eni as a government-
related entity (GRE) and the potential 
effect of  country risks on the group’s 
stand-alone credit profile (SACP).

S&P Credit Analyst Simon Redmond 
says: “The CreditWatch placement 
reflects our view that Eni’s credit quality 

is not insulated from either the weak 
operating environment in Italy, or the 
creditworthiness of  Italy. 

“Many of  Eni’s Italian end markets 
and business units are exposed to the 
deteriorating Italian economy, where 
we anticipate a 1.9% decline in GDP in 
2013.”

These business units include Eni’s gas 
and power divisions, where marketing 
continues to perform poorly, and its 
refining and petrochemicals divisions. In 
addition, S&P believes that a sovereign 
state has wide powers to influence the 
credit quality of  corporates domiciled 
within its borders.

If  S&P decides that Eni is no more 
susceptible to government intervention 
than other large Italian corporates, it 
could stop designating it a GRE. In this 
case, the two-notch cap on the ratings on 
Eni would no longer apply. 

Further information is available on the Global Credit 
Portal in the research update entitled: “Italian Oil And 
Gas Major Eni Kept On CreditWatch Negative Pending 
Review Of Company’s GRE Status And SACP”

“If  S&P decides that Eni 
is no more susceptible to 
government intervention 
than other large Italian 
corporates, it could stop 
designating it a GRE.”

GERMAN THYSSENGAS

German Gas  
Transmission System 
Operator Thyssengas 
Assigned ‘A-’Rating
Thyssengas’ ‘A-’ rating and 
stable outlook is based on the 
assessment of  its business risk 
profile as “excellent” and its 
financial risk profile  
as “significant”. 

Standard & Poor’s Ratings Service 
assigned its ‘A-’ rating to German 
gas transmission system operator 
Thyssengas GmbH. The outlook is 
stable. It is understood that Thyssengas 
Beteiligungs GmbH, the parent company 
of  Thyssengas GmbH, has signed an 
agreement that it will issue €320 million 
of  term debt to refinance existing bank 
loans.

The stable outlook reflects S&P’s 
opinion that Thyssengas will maintain 
credit metrics commensurate with the 
rating and continue to operate under a 
credit-supportive regulatory framework.

Thyssengas’ business risk profile is 
underpinned by its strong market position 
as one of  the major gas transmission 
system operators in Germany. The 
group’s financial risk profile is constrained 
by its high financial leverage, which S&P 

does not expect will reduce over the 
rating horizon owing to high investment 
levels and dividend distributions.

Thyssengas has a natural monopoly 
in gas transmission in its service area in 
North Rhine-Westphalia, with low-risk, 
regulated earnings. Its revenues are 
regulated by Germany’s energy regulator, 
the Federal Network Agency (BNetzA), 
with a revenue cap methodology that 
in S&P’s view allows for stable and 
predictable revenues and EBITDA over a 
five-year period.

S&P Credit Analyst Tuomas E Ekholm 
says: “Our assessment of  Thyssengas’ 
financial risk profile as ‘significant’  
reflects relatively weak credit metrics, 
reflecting high debt levels, and our 
expectation that they will not significantly 
improve under the current ownership. 
This reflects our expectations that 
investments in the asset base and 
projected shareholder distributions will 
consume any excess cash generated, 
except for the amounts held for liquidity 
purposes.”

The stable outlook reflects S&P’s view 
that Thyssengas will generate stable cash 
flows supported by its regulated asset 
base. 

S&P understands that Thyssengas and 
its owners are committed to maintaining 
the current rating and would consider 
amending the group’s dividend policy 
to provide further financial flexibility if  
necessary.

Further information is available on the Global Credit 
Portal in the research update entitled: “German Gas 
Transmission System Operator Thyssengas Assigned 
‘A-’ Rating; Outlook Stable”

4  STANDARD & POOR’S RATINGS SERVICES  INFRASTRUCTURE FINANCE OUTLOOK PROJECT FINANCE CRITERIA EDITION

“The downgrade mainly 
incorporates the 
uncertainty stemming 
from the relentless decline 
in group EBITDA.”



BELGIAN RAIL GROUP SNCB HOLDING

Belgian Rail Group 
SNCB Holding ‘A+/A-1’ 
Ratings Affirmed On 
Restructuring
The negative outlook reflects 
that S&P could lower the ratings 
if  SNCBH does not generate 
positive cash flows in 2014 or if  it 
anticipates that SNCBH will not 
stabilize its debt.

Following a royal decree published on 
Nov. 13, 2013, S&P understands that 
Belgian national railway operator SNCB 
will merge with Societe Nationale des 
Chemins de Fer Belges Holding (SNCBH) 
by Jan. 1, 2014. SNCBH will be renamed 
SNCB, and rail network manager Infrabel 
will be separated from the group. The 
restructuring will lead to a reduction in 
the diversity of  the group and lower state 
subsidies, but also lower debt. S&P is 
therefore affirming its ‘A+/A-1’ long- and 
short-term ratings on SNCBH. At the 
same time, S&P affirmed its ‘A+’ issue 
rating on SNCBH’s senior unsecured debt.

S&P understands that Belgian rail 
network manager Infrabel will be 
separated from the group, retaining part 
of  the group’s existing debt and receiving 
part of  the subsidies currently allocated 
to other group entities. At the same time,  
SNCBH will merge with subsidiary SNCB, 
the dominant rail operator in Belgium.

S&P Credit Analyst, Aurelie Hariton-
Fardad, says: “The reorganization does 

not change our assessment of  the 
‘extremely high’ likelihood that Belgium 
would provide timely and sufficient 
extraordinary financial support to 
SNCBH if  needed. We assess SNCBH’s 
link with its sole owner as ‘integral’.”

S&P’s assessment reflects the state’s 
full control over and full involvement 
in SNCBH’s management and strategy. 
S&P understands that, following the 
reorganization, SNCBH (to be renamed 
SNCB) will remain a 100% state-owned 
public undertaking.

S&P continues to see SNCBH’s role as 
“very important” under its criteria, despite 
the separation of  Infrabel from the group. 
S&P’s assessment reflects SNCBH’s 
position as the country’s incumbent 
provider of  passenger rail services.

S&P believes that if  SNCBH suffered a 
default or credit stress, it would disrupt its 
activities and have a significant systemic 
impact on the local economy – in 
particular on commuter services.

The reorganization does not affect the 
stand-alone credit profile (SACP),which 
S&P assess at ‘bb-’. 

Further information is available on the Global Credit 
Portal in the Research Update: “‘A+/A-1’ Ratings 
On Belgian Rail Group SNCB Holding Affirmed On 
Restructuring; Outlook Negative”

“...the weakened 
sovereign credit quality 
exposes Lemtrans to 
several risks that include 
the devaluation of  
the Ukrainian hryvnia 
(UAH) and overall 
weak economic growth 
prospects in the near 
team.”

SLOVAKIAN PROJECTCO GRANVIA

GRANVIA Bonds Assigned ‘BBB+’  
Long-Term Rating
The rating assignment follows ProjectCo’s issuance of  €1,242.7 million 
fixed-rate senior secured bonds due 2039. ProjectCo is using the 
proceeds to refinance its existing senior secured loans, prefund its debt 
service reserve accounts, and meet swap breakage costs associated 
with the prepayment of  its existing debt.

Standard & Poor’s Ratings Services 
assigned its ‘BBB+’ long-term issue 
rating to the €1,242.7 million fixed-rate 
senior secured bonds due 2039 issued 
by Slovakia-registered special-purpose 
vehicle GRANVIA a.s. (ProjectCo). The 
outlook is stable.

ProjectCo is the concessionaire for the 
project to design, build, finance, operate, 
and manage two separate lengths of  
the R1 expressway in the southwest of  
Slovakia. The project aims to provide 
greater capacity and improved driving 
conditions in this region of  Slovakia, and 
was the first public-private partnership 
(PPP) agreement to be signed in 
the country. The road became fully 
operational in September 2012. 

On Oct. 31, 2013, the Ministry of  
Transport, Construction, and Regional 
Development and ProjectCo signed a 
memorandum of  understanding, in lieu 
of  the final occupation certificate, which 
triggered the payment of  100% of  the 
monthly unitary charge to ProjectCo from  
Nov. 1, 2013.

The ‘BBB+’ issue rating reflects 
the project’s low operating risks and 
relatively strong financial profile, offset 
by the relatively untested nature of  the 
concession agreement in Slovakia.

The stable outlook reflects S&P’s 
view that the project will deliver stable 
operational and financial performance in 
accordance with our base-case forecast. 
S&P anticipates a declining level of  
commercial and contractual disputes over 
the next 12 months. 

S&P could lower the rating if  the 
Ministry imposes penalty points close to 
the subcontract termination thresholds, 
due to a decline in service quality 
or the deterioration of  the operating 
relationship.

S&P could also lower the rating if  
material disputes arise in relation to 
the interpretation of  the concession 
agreement or if  the project’s financial 
profile were to materially weaken.

Further information is available on the Global Credit 
Portal in the Research Update: “GRANVIA Bonds 
Assigned ‘BBB+’ Long-Term Rating; Outlook Stable”

UKRAINIAN FREIGHT RAIL OPERATOR LEMTRANS

Ukrainian Freight Rail Operator Lemtrans  
Rating Lowered To ‘B-’Following Sovereign 
Downgrade
Freight rail operator Lemtrans, which makes a large portion of  its 
revenues in Ukraine, is exposed to heightened country- and transfer 
and currency-related risks.

Standard & Poor’s Ratings Services 
lowered its long-term corporate credit 
ratings on Ukrainian freight rail operator 
Lemtrans LLC and its holding company 
Lemtrans Ltd. (together, Lemtrans) to ‘B-’ 
from ‘B’. The outlook is negative.

The downgrade follows the lowering 
of  S&P’s long-term sovereign rating on 
Ukraine and the downward revision of  
the country’s transfer and convertibility 
(T&C) assessment to ‘B-’ from ‘B’ 
on Nov. 1, 2013, as Lemtrans makes 
a large portion of  its revenues in 
Ukraine. The revised T&C assessment 
constrains the foreign currency rating on 
Lemtrans because of  S&P’s view of  the 
government’s efforts to meet external 
financing needs (including possible tighter 
currency controls) and their effect on the 
group’s credit quality.

S&P considers that the weakened 
sovereign credit quality exposes 
Lemtrans to several risks that include 
the devaluation of  the Ukrainian hryvnia 
(UAH) and overall weak economic growth 
prospects in the near team. In an effort to 
secure sufficient foreign currency to meet 
its elevated external financing needs, 
the Ukrainian government has increased 
foreign exchange controls. This poses 
additional risks for Lemtrans.

In addition, S&P considers the 
Ukrainian banking sector, where Lemtrans 
holds its liquid funds, to be weak. It also 
believes that access to the financial 
markets may become more restricted 
for Ukrainian corporations as a result of  
weakening sovereign credit quality.

As a result, S&P revised downward 
its financial risk profile on Lemtrans to 
“highly leveraged” from “aggressive,” as 
its criteria define the terms, despite the 
group’s credit metrics, which are currently 
strong for the rating (S&P forecasts that 
debt to EBITDA will not exceed 2x in 
2013).

S&P Credit Analyst Varvara 
Nikanorava says: “Our financial risk profile 
takes into account Lemtrans’ expansive 
growth strategy and the liquidity risks 
that stem from its investment program. 
Significant medium-term investment 
plans make the group’s free cash-flow 
generation structurally weak because 
capital expenditures (capex) will likely 
exceed its internally generated cash 
and this will require additional external 
financing.” 

Further information is available on the Global Credit 
Portal in the Research Update: “Ukrainian Freight Rail 
Operator Lemtrans Rating Lowered To ‘B-’ Following 
Sovereign Downgrade; Outlook Negative”

 “The stable outlook 
reflects our view that 
the project will deliver 
stable operational and 
financial performance 
in accordance with our 
base-case forecast.”
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“The restructuring will 
lead to a reduction in 
the diversity of  the 
group and lower state 
subsidies, but also lower 
debt.”
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COMMENTARY: CREDIT FACTORS FOR TRANSPORTATION INFRASTRUCTURE

S
tandard & Poor’s Ratings Services has revised its 
methodology and assumptions for rating transportation 
infrastructure companies.

These criteria apply to all transportation 
infrastructure companies that we rate globally. 

Transportation infrastructure companies, as we define them, 
derive most of  their earnings from the commercial operation 
of  airports, marine ports, toll road networks, railways, and 
other transportation infrastructure assets and services, such as 
navigable waterways and air and marine traffic controllers.

These criteria do not apply to public entities that we assess 
under our public finance criteria; transportation infrastructure 
companies that we assess using our project finance criteria; 
commercial freight railroads, unless they are state owned. 

Summary Of  The Criteria
S&P views transportation infrastructure as a “low risk” 
industry under our criteria, given its “low” cyclicality risk and 
“low” degree of  competitive risk and growth. In assessing the 
competitive position of  transportation infrastructure companies, 
we emphasize their competitive advantage and profitability. 
In terms of  competitive advantage, we focus on their market 
position; the areas and markets they serve; and the regulatory, 
legal, political, or contractual frameworks or concession 
agreements under which they operate.

The stability of  the industry means that transportation 
infrastructure companies can generally tolerate significantly 
higher financial leverage than would otherwise be the case. 
Conservative management of  the companies’ debt maturity 
structure and interest rate risk are key considerations in our 
assessment of  financial risk, alongside our cash flow and 
leverage analysis. These criteria are effective immediately. 
However we do not expect these criteria, in and of  themselves, 
to result in any rating changes.

Business Risk Analysis  
Industry risk Within the framework of  Standard & Poor’s 
corporate criteria for assessing industry risk, we view 
transportation infrastructure as a “low risk” industry (category 2). 
This reflects the industry’s:
• “Low risk” (category 2) cyclicality assessment; and
• “Low risk” (category 2) competitive risk and growth 

assessment.
The incidence of  default in the industry has been lower 

than in most other industries and sectors. We have found 
two corporate defaults since 2002 among the transportation 
infrastructure companies we rate, both in emerging markets, 
based on our analysis of  our global CreditPro data and default 
studies.

Country risk  We believe that transportation infrastructure 
companies are highly sensitive to country risk. This reflects 
the infrastructure’s essential nature, the companies’ typically 
significant exposure to their country of  domicile, and the 
regulatory, legal, political, or contractual frameworks or 
concession agreements under which they typically operate.

These factors also generally limit the extent to which we may 
rate transportation infrastructure companies above the sovereign 
rating on their main country of  operation.

Competitive position (including profitability) Under our corporate 
criteria, we assess a company’s competitive position as (1) 
excellent; (2) strong; (3) satisfactory;(4) fair; (5) weak; or (6) 
vulnerable. In line with all other corporate entities, when we 
assess a transportation infrastructure company’s competitive 
position, we review its:
• Competitive advantage;
• Scale, scope, and diversity;
• Operating efficiency; and
• Profitability.

We assess the first three components independently as (1) 
strong; (2) strong/adequate; (3) adequate; (4) adequate/weak; 
or (5) weak. We assess profitability through the combination of  
two subcomponents--the level of  profitability and the volatility 
of  profitability.

Financial Risk Analysis 
Accounting and analytical adjustments  In assessing the 
accounting characteristics of  transportation infrastructure 
companies, we use the same methodology as for other 
corporate issuers.

We make the following adjustments to the reported financials 
of  transportation infrastructure companies operating under 
concessions:
• These companies generally report revenues from works 

and improvements to concession assets under the current 
interpretation of  International Financial Reporting Standards 
for service concession arrangements (IFRIC 12). This 
does not affect reported EBITDA, operating profit, or cash, 
because a corresponding operating cost is reported. We 
exclude these items from reported revenues and the cost of  
goods sold.

• In addition, when a transportation infrastructure company 
operating under a concession agreement receives fixed or 
guaranteed revenues, in accordance with IFRIC 12, the 
company generally does not report this as revenue on its 
income statement. When this income corresponds to a cash 
payment, we include it in revenues and EBITDA.

• Finally, the value of  the infrastructure assets operated under 
concessions is generally not recognized as the property, 
plant, or equipment of  the company. It is generally reported 
as an intangible asset when the amounts to be received are 
contingent on the extent to which the service is used, or as a 
financial asset where there is no such contingency. 

Cash Flow/Leverage Analysis  We assess cash flow/leverage 
on a six-point scale – ranging from (1) minimal to (6) highly 
leveraged--by aggregating the assessments of  a range of  
predominantly cash flow-based credit ratios, which complement 
each other.

Rating Modifiers
In assessing a transportation infrastructure company’s 
diversification/portfolio effect, capital structure, liquidity, 
financial policy, management and governance, and comparable 
ratings analysis, we use the same methodology as for other 
corporate issuers.

Further information is available on the Global Credit Portal in the report entitled 
“Key Credit Factors For The Transportation Infrastructure Industry”

KEY CREDIT FACTORS FOR THE 
TRANSPORTATION INFRASTRUCTURE 
INDUSTRY
Aurelie Hariton-Fardad, S&P Credit Analyst, explains Standard & Poor’s Ratings Services revised 
methodology and assumptions for rating transportation infrastructure companies.

“S&P views 
transportation 
infrastructure as a “low 
risk” industry under our 
criteria, given its “low” 
cyclicality risk and “low” 
degree of  competitive 
risk and growth.”
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COMMENTARY: ITALIAN GOVERNMENT INTRODUCED LAWS TO UPDATE THE PROCESS THROUGH WHICH STRATEGIC INFRASTRUCTURE ARE PROCURED AND FINANCED

“The infrastructure 
financing environment 
is changing. Traditional 
bank lending – although 
still accounting for 
approximately two-thirds 
of  global project finance 
lending – has come 
under pressure as new 
regulations, including 
Basel III, require banks 
to hold more capital”

I
taly, like the rest of  Europe, is looking to infrastructure 
investment as a means of  restoring growth to its economy. 
According to state bank Cassa Depositi e Prestiti (CDP), 
the country’s infrastructure needs to 2020 total about €340 
billion, spread across transportation (approximately €50 

billion), energy (approximately €180 billion), broadband internet 
access, and social infrastructure.

The Government Moves To Promote Private Investment
The infrastructure financing environment is changing. Traditional 
bank lending – although still accounting for approximately 
two-thirds of  global project finance lending – has come under 
pressure as new regulations, including Basel III, require banks to 
hold more capital on their balance sheets. Such changes could 
cut the bank loans available to finance infrastructure projects. 
They could also lead to higher financing costs for borrowers 
because lenders will look to lend over the short term, which 
requires less capital than long-term lending.

In 2012, the Italian government introduced three laws that 
update the process through which strategic infrastructure in 
Italy can be procured and financed. The first of  these, the 
Liberalisations Decree (Decreto legge 24 gennaio 2012, n. 1), 
introduces, among other things, a streamlined procurement 
process including an ad hoc contract to procure infrastructure 
assets (“Contratto di disponibilita”); a new form of  public-private 
partnership (PPP); as well as the ability for project companies 
to issue bonds to finance infrastructure projects. The second 
law, the First Growth and Development Decree (Decreto Legge 
22 giugno 2012, n. 83), inter alia, opens up the possibility of  
special-purpose vehicles (SPVs) engaged in infrastructure 
funding programs to acquire private resources through the issue 
of  securities with a tax regime similar to those for government 
bonds for a period of  three years after the law has been 
approved. The third law, known as the Second Growth and 
Development Decree (Decreto Legge 18 ottobre 2012, n. 179), 
promotes the development of  an entrepreneurial culture that is 
appealing for foreign investment.

S&P believes these laws introduce a more innovative and 
benign legal and fiscal regulatory regime, one that could support 
the development of  a project bond market. This should enable 
Italy to tap into the increasing demand, confidence, and appetite 
among European and worldwide institutional investors for 
infrastructure assets.

Project bonds could in our view constitute an ideal match for 
these investors’ investment strategies, at the same time lifting the 
burden of  infrastructure funding from government and providing 
an alternative source of  financing from the banking sector.

However, we believe any shift to bond financing from bank 
loans is likely to be gradual, for two reasons: First, investors have 
up to now been reluctant to invest in infrastructure projects due 
the lack of  data and their inexperience of  this asset class.

What’s more, the Italian project bond market remains 
untested and market participants will, in our view, take 
some time to get acquainted with the new legislation. The 
second reason is that Italy has always used banks to finance 
infrastructure programs. 

Greater Transparency Is Key
There are several factors and transaction characteristics crucial 
to securing investor interest in infrastructure assets. One of  the 
most pressing is greater transparency of  project contracts and 
performance. Italy does not have a significant track record of  
PPP transactions, even though such transactions represent an 
important share of  financing infrastructure in Europe. According 
to the European Public Private Partnership Expertise Centre, 
Italy accounted for about 2% of  total European PPP volumes 
and less than €300 million in 2012 with a prevalence of  small 
to midsize projects (that is, less than €300 million). This, in our 
view, is because private capital has historically been discouraged 
from investing in public infrastructure projects due to the lack of  
transparency in planning, procurement. 

Tapping Into Investors’ Appetite For Italian Securities
Investors are showing an increasing appetite for Italian 
corporate securities. Historically low interest rates on European 
sovereign bonds with high ratings have prompted investors in 
infrastructure debt to accept narrower spreads. If  the decline 
in Italian sovereign spreads were to continue, we believe we 
may see further sustained domestic and international investor 
demand for Italian infrastructure securities at attractive yields 
and long tenors.

At the same time, thanks to the aforementioned legal reforms, 
the cost of  issuing bonds rather than loans is narrowing, in 
particular for large projects. We are starting to see margin 
step-ups in bank loans, providing encouragement for issuers to 
refinance their debt through alternative funding sources. As a 
result, in net present value terms, there is no longer a significant 
gap between the interest rate an Italian issuer would pay for a 
bond issue and the cost that banks apply for a loan.

Recent conditions have been favorable, and companies have 
taken advantage of  increased investor appetite and issued debt 
at increasingly lower yields.

Project Size Will Determine The Nature Of  Funding Used
In essence, we believe that funding for Italian infrastructure 
projects may vary depending on their size:
• Small projects (less than €100 million) will be mainly financed 

through loans provided by banks or placed privately with 
institutional investors, as we observe in the U.K. 

• Midsize projects (€100 million-€300 million) will be financed 
through a combination of  funding sources. 

• Large projects could offer the most likely opportunities for 
financing through project bonds. This is because large-scale 
transactions typically need a larger group of  investors than 
small or midsize projects.
However, the successful funding of  Italian infrastructure 

projects will depend on the appetite of  institutional investors 
toward a new product, actual transaction costs, and the country 
risk that investors may still perceive as the biggest hurdle.

Further information is available on the Global Credit Portal in Ratings Direct entitled 
“Italy Looks To Institutional Investors To Support Its Infrastructure Financing”

ITALY LOOKS TO INSTITUTIONAL INVESTORS 
TO SUPPORT ITS INFRASTRUCTURE 
FINANCING
Manuel Dusina, S&P Credit Analyst, looks at the laws the Italian government introduced in 2012 to 
stimulate investor appetite for infrastructure assets which should help to bring the pricing of  bonds nearer 
to that of  bank loans and should, ultimately, encourage issuers to raise or refinance their debt through the 
capital markets.
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COMMENTARY: HOW PROJECT BONDS COULD PLUG GCC INFRASTRUCTURE FINANCING GAP

“The Shuweihat 2 
transaction shows that 
both bank loans and 
bonds can be used 
together in co-financed 
project transactions.”

T
he capital markets in Gulf  Cooperation Council 
(GCC) countries received a boost in August 2013 
with the successful issue of  $825 million in project 
bonds by Ruwais Power Co. PJSC (Shuweihat 2) 
to help refinance a power and water plant in Abu 

Dhabi. This ended a lull in project bond activity in the region 
since the RasGas and Dolphin transactions of  2007 and 2008, 
respectively. Although there have been large GCC project 
transactions such as Barzan (for the construction of  a gas plant 
in Qatar) and Yanbu (for a new oil refinery in Saudi Arabia) 
successfully executed between 2008 and 2013, these have been 
primarily bank-funded with an important contribution from local 
and regional banks.

The Shuweihat 2 transaction shows that both bank loans 
and bonds can be used together in co-financed project 
transactions. Despite significant infrastructure needs in the 
region and relatively low yields over the past 5-10 years, 
the number of  GCC project bond transactions remains low, 
mainly due to the abundant liquidity in the local bank market 
and strong relationship lending by commercial banks to 
petrochemicals- and energy-related projects with perceived 
strong creditworthiness. However, this situation may change, due 
in part to tightening bank regulation and also to the financing 
demands of  other infrastructure sectors, including preparations 
for the 2022 FIFA World Cup.

In this article Standard & Poor’s Rating Services examines the 
factors that influence project financing in the GCC.

1. What factors have influenced project finance activity 
in the GCC over the past few years, and how does 
Standard & Poor’s believe the market will evolve?

 A number of  confluent factors have influenced GCC 
hydrocarbon-exporting nations over the past few years, 
including high infrastructure spending needs; growing 
populations; a period of  relatively low investment yields; and 
robust sovereign creditworthiness. While we would typically 
have expected these factors to lead to high project finance 
capital market issuance in the GCC, in reality issuance has 
been sporadic and for large-scale, one-off  transactions.  

2. How does Standard & Poor’s see the role of  project 
finance capital markets in plugging the potential deficit 
gap for funding projects in the GCC?

 S&P believes any gap left by the banks’ potentially 
diminishing role in project funding in the region may spur 
the use of  capital market funding, including sukuk bonds. 
However, the outcome will be contingent on the relative ease 
of  liquidity from the banks and the pricing of  projects via 
the banks versus project bond financings. Some large and 
long-term capital market issuance is already evident: Utilities 
such as Dubai Electricity and Water Authority (DEWA) and 
Saudi Electricity Co. have made large sukuk issues in the 
first half  of  2013, with tenors reaching 30 years in the case 
of  Saudi Electricity. That said, these companies have issued 
on a corporate, rather than project finance, basis to date. 
This indicates to us that GREs currently continue to favor 
corporate borrowing at the holding company level as a means 
of  long-term investment in assets rather than directly through 
project financing vehicles. 

3. What is the significance of  the Shuweihat 2 issuance 
for GCC project finance?

 The significance of  Shuweihat 2 is two-fold. First, it represents 
a landmark transaction for the GCC as the first power and 
water transaction to be funded in the bond market, and may 
pave the way for other such transactions to be funded through 
the capital markets. Second, it’s the first GCC project finance 
transaction that we’ve analyzed using our GRE methodology. 
This is primarily because of  the track record of  the Abu 
Dhabi government stepping in to support the transaction 
during financial distress.

4. What are the specific credit risk features of  GCC 
project transactions?

 Among the credit strengths of  GCC capital market projects 
are the following:
•  They involve experienced and highly rated government-

owned companies.
•  They use low-cost resources and manpower, often in the 

lowest quartile on the global cost curve, which generally 
make them highly competitive.

•  They are often part of  a national mission or strategy.
•  They can sometimes include long-term contracts with 

other GREs.
•  They use a special-purpose vehicle (SPV), usually a 

joint venture between the national incumbent and other 
international sponsors. 

 However these credit strengths are offset by various risks:
•  Collateral is only partially available to lenders in the event 

of  an insolvency.
•  There are restrictions on additional debt issuance, but 

often additional debt (replacement or expansion) is allowed 
under certain conditions.

•  There are rarely event of  default clauses, and dividend 
lock-up thresholds are generally relatively weak.

•  Some triggers are on occasion relaxed for bond debt 
relative to bank debt in a multilayered transaction. However, 
an acceleration of  bond debt would be expected to quickly 
follow any acceleration by bank debt creditors under 
arrangements spelled out in the intercreditor agreement.

•  They carry a degree of  political risk. Such risk is generally 
mitigated by extensive war risk and sometimes specific

 terrorism risk insurance.

5. How stable is the creditworthiness of  project finance 
transactions?

 Project finance as an asset class is stable and default rates 
average about 1.5% across our global portfolio over 1991-
2012. The Europe, Middle East, and Africa (EMEA) project 
finance market is particularly skewed in size and number of  
transactions toward power, and to a lesser extent oil and gas, 
projects – the latter a particularly important sector for GCC 
countries. S&P’s global track record of  defaults in the oil and 
gas asset class is low, at less than 3% across our portfolio.

Further information is available on the Global Credit Portal in the commentary  
“How Project Bonds Could Plug The Potential Gap In GCC Infrastructure Financing”

HOW PROJECT BONDS COULD PLUG THE 
POTENTIAL GAP IN GCC INFRASTRUCTURE 
FINANCING
Karim Nassif, S&P Credit Analyst, examines the factors that influence project financing in the GCC, and 
assesses the effect that the Shuweihat 2 issuance could have on GCC project bond activity in the future.
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CREDIT FAQ; THE SIGNIFICANCE OF THE SHALE PHENOMENON FOR GULF OIL AND GAS PRODUCERS

“... Standard & Poor’s 
Ratings Services 
considers there to be 
limited effect on rated 
GCC-based oil producers 
in the near term. This, 
in part, reflects the 
producers’ ability to 
redirect their oil exports”

T
he extraction of  shale oil and gas reserves in North 
America is proving a significant game-changer for 
global energy markets. As production levels have 
surged, the prices of  North American natural gas and 
natural gas liquids (NGLs) have collapsed and U.S. 

natural gas and oil imports have fallen. What’s more, liquefied 
natural gas (LNG) and petrochemicals exports to U.S. markets 
from major commodity producers such as the Gulf  Cooperation 
Council (GCC) countries have started to decline. The Middle 
East Economic Digest (MEED) reports that the U.S. is set to cut 
its petrochemicals imports by 50% over the coming years.

Notwithstanding the impact of  shale oil production in North 
America on the level of  light oil imports, Standard & Poor’s 
Ratings Services considers there to be limited effect on rated 
GCC-based oil producers in the near term. This, in part, reflects 
the producers’ ability to redirect their oil exports, as well as 
the fact that many of  them export heavier crudes that are not 
currently being displaced by shale volumes. Most U.S. shale oil 
production is light, sweet oil, meaning it has low density and 
low sulphur, and is easier to refine. Consequently, the immediate 
effects of  U.S. shale production, in S&P’s view, center on GCC-
based natural gas producers.

GCC member states--including Saudi Arabia, Kuwait, Qatar, 
and the United Arab Emirates--have begun to reposition their 
hydrocarbon strategies in response to the shale phenomenon. 
For example, market estimates put Saudi Arabian shale gas 
reserves at about 600 trillion cubic feet, and we understand that 
national oil and gas company Saudi Aramco is in talks to secure 
40 extra rigs to cover shale gas operations, indicating that the 
company expects large-scale production over the medium term. 
In the medium to longer term, S&P believes material additional 
oil supplies could have implications for all oil and gas producers, 
although for now the cost of  oil production from shale is 
materially higher than for conventional oil.

In this article, Karim Nassif  addresses some of  the likely 
questions from investors regarding the significance of  the shale 
phenomenon for GCC countries and S&P’s rated issuers, and 
how the region is facing the competition posed by shale oil 
and gas. The focus is on near-term trends, particularly in gas 
markets.

1. How could the shale boom affect the creditworthiness 
of  GCC oil and gas companies over the short, medium, 
and long term?
One of  the important effects of  the shale boom is the 
potential decoupling of  gas contracts away from being oil 
index-based to gas index-based. We see the effect of  this shift 
on our ratings on GCC oil and gas companies as minimal 
in the short term. Over the medium to long term, the rating 
impact would depend on gas prices rather than whether or 
not they were linked to oil.

2. What does Standard & Poor’s consider to be the most 
significant effects for Gulf  states arising from shale oil 
and gas extraction in North America?
To date, S&P believes that U.S. shale production has had a 
greater impact on GCC-based natural gas producers than on 
oil producers. Rising shale gas production in North America 
has led to a sharp decline in the Henry Hub gas price to just 

over $3.50 per million BTU (mmBTU) at end-October, from 
more than $10 per mmBTU in mid-2008. This drop in price 
has resulted in a significant reduction in U.S. LNG imports, to 
less than 0.5 billion cubic feet per day (bcf/d) in 2012 from 
more than 2.1 bcf/d in 2007.

3. How are GCC countries and their national oil  
companies countering the challenge of  the  
shale boom in the U.S.?
While North America has become more self-sufficient in 
energy, other markets such as Asia and the Far East have 
continued to source upstream oil and gas from worldwide 
suppliers such as those in the GCC region. And S&P 
understands that some GCC-based producers have diverted 
LNG originally destined for North America to the Far East.

However, while diverting exports has proved effective in the 
short term, GCC-based oil and gas producers recognize that 
more substantive and innovative strategic plans are needed 
over the longer term. As a consequence, some national 
oil companies have acquired equity stakes in downstream 
refineries operating in the U.S.

4. What factors have triggered the shale boom in  
North America?
Both external and market-specific factors have contributed to 
the shale boom in North America, including:
• High natural gas prices.
• High oil prices.
• Geology that is conducive to shale development.
• The commitment of  Exploration and Production (E&P) 

companies and oilfield services companies to development 
of  new technology.

• The commitment of  E&P companies and midstream 
entities, in tandem with support from governments and 
municipalities, to build the necessary infrastructure.

• Access to large amounts of  fresh water for the fracking 
process.

• Clearly established property and mineral rights.
• Supportive environmental regulations.
• The availability of  financing and expanding sources of  

funding.
• Tax breaks for E&P companies.
Similar factors apply to GCC countries to a degree. 

5. Do similar factors apply to shale development in GCC 
countries?
Cash-rich national oil companies dominate the GCC oil and 
gas market. Therefore access to funding at attractive prices 
for a certain scale of  shale development should not present 
these companies with any material issues.

Further information is available on the Global Credit Portal in the commentary  
“What Is The Significance Of The Shale Phenomenon For Gulf Oil And Gas 
Producers?” 

WHAT IS THE SIGNIFICANCE OF THE SHALE 
PHENOMENON FOR GULF OIL AND GAS 
PRODUCERS?
Karim Nassif, S&P Credit Analyst, analyses the significance of  the shale gas phenomenon for gulf  oil and 
gas producers 
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UTILITY MARKET WATCHBOX UTILITIES RATINGS
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Rated New Issuance: EMEA Infrastructure Sector  
 ( Nov 2011- Nov 2013) 
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Utilities Credits
Companies or Projects New Rating/Outlook Rationale for change
October-13   
Acea SpA BBB-/Stable/A-3 BBB-/Negative/A-3  On Improved Liquidity
November-13   
Wessex Water NR BBB+/Stable/-- Withdrawn At Issuer’s Request
Vodokanal St.Petersburg BB+/Positive/B BB+/Stable/B Outlook revised to Positive On Solid metrics
Thyssengas A-/Stable/-- NR New Rating
Samruk Energy JSC BB+/Negative/B BB+/Stable/B Outlook revised to Negative on Possible Rising Investment

Companies or Projects New Rating/Outlook Rationale for change
October-13   
A.P. Moller - Maersk A/S BBB+/Stable/-- NR New Rating
Catalyst Healthcare (Manchester) Financing PLC  BBB-/Stable BB+/Positive On Steadier Opertaing Performance
November-13   
Societe Nationale des Chemins de Fer Francais AA-/Stable/A-1+ AA/Developing/A-1+ Following Sovereign Rating Action
Aeroports de Paris A/Stable/-- A+/Negative/-- Following Sovereign Rating Action
Lemtrans Ltd. B-/Negative/-- B/Negative/-- Following Sovereign Rating Action
Birmingham Airport Holdings Ltd. NR BBB+/Stable/A-2 Ratings Withdrawn At Issuer’s Request
DME Ltd. BB+/Stable/B NR New Rating
“Hacienda Investments Ltd
DME Ltd.” BB+/Stable/B NR New Rating (DME’s subsidiary)
GRANVIA a.s. BBB+/Stable NR New Rating
CRC Breeze Finance S.A. (Breeze Two) D C Continued full deferral of  principal payment (according to revised criteria)
Breeze Finance S.A. (Breeze 3) D C Continued full deferral of  principal payment (according to revised criteria)

  

Project Finance & Transportation Credits

S&P LT   5yr CDS 1mth 3mth  2012-2013 S&P Market 
FCR Rating Borrower Country (bp) (bp) (bp) High          Low Derived Signals*

Issue Date Issuer Country Issue Ratings (S&P) Currency Amount (m) Maturity/Tenor Coupon (%)

A+/A-1/stable EDF S.A. France 58 -10 -13 114 58 a-
BBB+/A-2/stable RWE A.G. Germany 86 -1 -11 110 65 bbb
A/A-1/Negative GDF Suez S.A. France 62 -8 -10 114 62 a-
BBB/A-2/Stable ENEL SpA Italy 129 -38 -79 305 129 bbb-
BB+/B/watchNeg Energais de Portugal S.A. Portugal 250 -35 -84 436 249 bb-
BBB/A-2/Stable Iberdrola S.A. Spain 116 -25 -64 278 116 bbb-
BBB-/A-3/Positive United Utilities PLC UK 115 -15 -26 183 95 bbb-
BBB/A-2/WatchPositive Edison SpA Italy 51 -9 -19 100 51 a
NR International Power UK 65 0 -15 85 45 a

Source: Standard & Poor’s, Bloomberg, 23 November 2013

24-Oct-13 Atlantia SpA Italy BBB+ Euro 750 26-Feb-21 2.875
28-Oct-13 RTE Reseau de Transport d Electricite France A+ Euro 50 30-Oct-28 3.38
28-Oct-13 RTE Reseau de Transport d Electricite France A+ Euro 50 6-Nov-28 3.38
30-Oct-13 TenneT Holding B.V. Netherlands A- Euro 500 1-Nov-20 1.125
30-Oct-13 Iberdrola International B.V. Netherlands BBB Euro 500 31-Jan-22 3
4-Nov-13 GRANVIA a.s. Slovak Republic BBB+prelim Euro 1,211 31-Dec-39 4.9
8-Nov-13 RWE Finance B.V. Netherlands BBB+ Euro 500 17-Jan-24 3
11-Nov-13 ESB FINANCE Ltd. Ireland BBB+ Euro 300 12-Jan-24 3.494
12-Nov-13 Transnet SOC Ltd. South Africa BBB Rand 5,000 13-May-21 9.5
12-Nov-13 Hertz Holdings Netherlands BV Netherlands 5 Euro 425 31-Dec-18 None
15-Nov-13 EDP Finance B.V. Netherlands BB+ Euro 600 20-Jan-21 4.125
18-Nov-13 Norges Statsbaner AS Norway AA- Swiss Franc 125 2-May-23 1.125

Source: Standard & Poor’s, Bloomberg



PROJECT FINANCE CRITERIA EDITION  INFRASTRUCTURE FINANCE OUTLOOK  STANDARD & POOR’S RATINGS SERVICES  11  

INFRASTRUCTURE FINANCE OUTLOOK

Copyright © 2013 by Standard & Poor’s Financial Services LLC. All rights reserved.
No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof  (Content) may 
be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission 
of  Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and 
any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, 
timeliness or availability of  the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of  the cause, for the results 
obtained from the use of  the Content, or for the security or maintenance of  any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES 
DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR 
FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL 
BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION.  In no event shall S&P Parties be 
liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, 
without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in connection with any use of  the Content even if  advised of  the 
possibility of  such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of  opinion as of  the date they are expressed and not statements of  
fact. S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any 
investment decisions, and do not address the suitability of  any security. S&P assumes no obligation to update the Content following publication in any form or format. 
The Content should not be relied on and is not a substitute for the skill, judgment and experience of  the user, its management, employees, advisors and/or clients when 
making investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such.  While S&P has obtained 
information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of  due diligence or independent verification of  any information 
it receives. To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory 
purposes, S&P reserves the right to assign, withdraw or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever 
arising out of  the assignment, withdrawal or suspension of  an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of  its business units separate from each other in order to preserve the independence and objectivity of  their respective activities. As a 
result, certain business units of  S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the 
confidentiality of  certain non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of  securities or from obligors. S&P reserves the right 
to disseminate its opinions and analyses. S&P’s public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of  charge), and 
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party 
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

STANDARD & POOR’S, S&P, GLOBAL CREDIT PORTAL and RATINGSDIRECT are registered trademarks of  Standard & Poor’s Financial Services LLC.

Blaise Ganguin
Managing Director
Regional Practice Leader EMEA
Corporate & Infrastructure Ratings
blaise.ganguin@standardandpoors.com
Tel: (33) 1 4420 6698

Peter Tuving
Managing Director
Lead Analytical Manager
Corporate & Infrastructure Ratings
peter.tuving@standardandpoors.com
Tel: (46) 8 440 59 13

Michela Bariletti
Director
Analytical Manager
Project Finance
michela.bariletti@standardandpoors.com
Tel: (44)20-7176 3804

Andreas Kindahl
Senior Director
Analytical Manager
Utilities
andreas.kindahl@standardandpoors.com
Tel: (46) 8-440 5907

Stuart Clements
Director
Analytical Manager
Transportation/Corporate Securitization
stuart.clements@standardandpoors.com
Tel: (44) 20-7176 7012

Peter Kernan
Managing Director
Corporate Criteria Officer EMEA
peter.kernan@standardandpoors.com
Tel: (44) 20-7176 3618

Michael Wilkins
Managing Director
Infrastructure Finance
mike.wilkins@standardandpoors.com
Tel:(44) 20-7176 3528

Sandra Pereira
Senior Director 
Client Business Management
Infrastructure Finance
sandra.pereira@standardandpoors.com
Tel: (44) 20-7176 3746

Claude Chaubet
Director 
Marketing and Investor Relations
Infrastructure Finance
claude.chaubet@standardandpoors.com
Tel: (44) 20-7176 3689

Sonia Bassi
Marketing and Investor Relations
Infrastructure Finance
sonia.bassi@standardandpoors.com
Tel:(44) 20-7176 3956



Standard & Poor’s Ratings Services
20 Canada Square
London, E14 5LH
United Kingdom

www.standardandpoors.com


