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Introduc*on	
  

•  Appe*te	
  for	
  hydro	
  –	
  investors,	
  power	
  
companies,	
  lenders	
  

•  Considera*on	
  of	
  risk	
  	
  
•  LTA’s	
  role	
  	
  



Presenta*on	
  map	
  

•  Typical	
  project	
  structures	
  	
  
•  Du*es	
  of	
  the	
  LTA	
  
•  General	
  risks	
  
•  Hydro	
  project	
  risks	
  
•  Maximising	
  the	
  value	
  of	
  the	
  LTA	
  



	
  Typical	
  Project	
  Structure	
  



Du*es	
  of	
  the	
  LTA	
  
•  Defined	
  in	
  Common	
  Agreement	
  and	
  
Technical	
  Advisory	
  and	
  Consul*ng	
  
Service	
  Agreement	
  

•  Employed	
  by	
  Owner	
  but	
  duty	
  of	
  care	
  
to	
  Lenders	
  

•  Formal	
  Du*es	
  
 	
  	
  Due	
  diligence	
  
 	
  	
  Cer*fica*on	
  
 	
  	
  Review	
  
 	
  	
  Monitoring	
  



Risk	
  defini*ons	
  

Investor’s	
  persepec=ve:	
  
	
  The	
  probability	
  of	
  not	
  
achieving	
  the	
  expected	
  
financial	
  return	
  

Lender’s	
  perspec=ve:	
  
	
  The	
  probability	
  of	
  a	
  cashflow	
  
outcome	
  different	
  from	
  the	
  
one	
  projected/forecasted	
  



General	
  Risks	
  



General	
  Risks	
  

a.  Opera*ng	
  
 	
  Technical	
  –	
  technology,	
  plant	
  life	
  vs.	
  funding	
  life	
  
 	
  Cost	
  –	
  labour,	
  produc*vity,	
  opex	
  
 	
  Management	
  –	
  personnel,	
  experience	
  



General	
  Risks	
  

b.  Par*cipant	
  	
  
c.  Comple*on	
  –	
  

overruns	
  

d.  Supply	
  –	
  fuel,	
  
hydrology	
  



General	
  Risks	
  (cont)	
  

e.  Market	
  –	
  electricity	
  
demand	
  

f.  Infrastructure	
  –	
  
transmission,	
  
transporta*on	
  

g.  Engineering	
  –	
  design	
  
flaws	
  



General	
  Risks	
  (cont)	
  

h.  Environmental	
  and	
  Social	
  -­‐	
  Equator	
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Hydro	
  Project	
  Risks	
  

•  Due	
  diligence	
  phase	
  (pre-­‐financial	
  closure)	
  
	
   	
  Fuel,	
  technology,	
  infrastructure,	
  design,	
  cost,	
  
comple*on	
  risks,	
  environmental/social	
  issues	
  



Hydro	
  Project	
  Risks	
  

•  Implementa*on	
  phase	
  
	
  Safety,	
  quality,	
  engineering	
  standards,	
  comple*on	
  
risk,	
  varia*ons,	
  enviromental/social	
  mi*ga*on,	
  
staffing	
  and	
  training,	
  plant	
  documenta*on	
  



Hydro	
  Project	
  Risks	
  (cont)	
  

•  Comple*on	
  
	
   	
  Verifica*on	
  and	
  cer*fica*on	
  of	
  condi*ons	
  
precedent	
  to	
  taking	
  over	
  and	
  commercial	
  
opera*on	
  



Hydro	
  Project	
  Risks	
  (cont)	
  

•  Opera*onal	
  phase	
  
	
   	
  Monitor	
  the	
  
performance	
  of	
  the	
  
assets	
  and	
  opera*onal	
  
risks	
  

	
   	
  Review	
  owner’s	
  
opera*ng	
  budgets,	
  
asset	
  management	
  
plans	
  and	
  extraordinary	
  
expenditure	
  

	
   	
  	
  



Maximising	
  the	
  value	
  	
  
of	
  the	
  LTA	
  
A	
  necessary	
  evil?	
  (Developer’s	
  view)	
  

Not	
  if:	
  

•  Provides	
  comfort	
  to	
  lenders	
  

•  Coopera*ve,	
  mutually	
  helpful	
  
rela*onships	
  established	
  

Duty	
  of	
  care	
  is	
  to	
  the	
  lenders,	
  but	
  
objec*ves	
  are	
  aligned	
  with	
  the	
  
developer’s	
  



Conclusion	
  
LTA’s	
  success	
  measured	
  by:	
  

	
  Degree	
  to	
  which	
  investors	
  feel	
  they	
  
have	
  been	
  adequately	
  represented,	
  
and	
  

	
  Degree	
  to	
  which	
  the	
  Developer	
  feels	
  
that	
  the	
  LTA	
  has	
  been	
  fair	
  and	
  
reasonable.	
  	
  


