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This paper focuses on finding out which covenants are different among the concession agreements of
Korean BTO projects and how these influenced IRR(Internal Rate of Return). That is, to figure out the
political and economical determinants of IRR by analyzing the concession agreements which are the basic
contract of implementing projects. As IRR is an index of profitability, so spread is an indicator of risk
to collect debts. That's the reason why the analysis of spread is included.

For the empirical analysis, the data of concession agreements for 75 projects and financial models
are used. These 75 concession agreements are contracted from 1995 to 2008. The dependent variables
are after tax nominal IRR and the spread of long term interest rates of 75 BTO projects. The independent
variables are project’s proceeding factors, the feasibility variables, the variables related to financial character
and the variables related to covenants or the government’s policy.

The analysis shows that IRR has been influenced by the equity level of financial investors, the national
government managed projects, the projects with minimum revenue guarantee (MRG), etc. And the equity
level of financial investors, the national government managed projects and the implementation of
supplementary project have an effect on spread also.
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