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A Study on the Financing Methods and Risk Management for
Expansion of Overseas Investment Infrastructure Projects

ABSTRACT

Korea’s overseas construction awards reached US $750 bn for more than 50 years since it first entered the market in 1966. In particular,
the company won US $540 bn over 10 years from 2007, achieving 72% of the total contracts. However, in recent two years, awarded
amounts have decreased by 40% each year. The most significant decline is due to the impact of international oil prices, which have
plummeted since end of 2014, as oil-producing nations, which are Korea's major target countries, are struggling to cancel or postpone
infrastructure orders. In order to lessen the impact of raw material price fluctuations, the recent trend is that even countries with
relatively loose government financing conditions are rapidly changing their ordering methods to investment development forms such
as PPP. The Korean government and companies have been already preparing for this for several years, but they are still not doing so
well. The main reason is the lack of understanding about the investment development type project, especially financing methods and
the aggravated fear of exposing it to various risks due to the characteristics of the development project, which takes a long time to collect
the investment. In this paper, I propose a more systematic solution to financial process and risk management, which is recognized as
a obstructive factor for Korean companies, in line with the recent government-led establishment of overseas infrastructure development
support organizations. I would like to serve as a investment guide.

Key words : Public-private partnership, Financing process, Risk management, Obstructive factor, Investment guide
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Table 1. Project Order Status in MENA (Unit : US $ mil)

Award Value 2013 2014 2015 2016
Chemical 7,984 6,140 6,893 3,600
Construction| 121,636 124,134 106,483 61,730
Gas 11,897 14,619 18,762 20,712
Industrial 7,622 11,525 15,296 9,870
Oil 29,657 49,158 35,769 12,364
Power 36,733 60,725 46,729 25,052
Transport 80,385 58,051 51,096 35,858
Water 6,253 11,870 14,607 5,635
Total 302,167 336,222 295,635 174,821

Source : MEED Projects (Dec 26, 2016)
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Table 2. Performance by Financial Procurement Type through
Years of 2012~2016 (Unit : US $ mil)

y Ccélstrtuctlton Order y DInvelstmentt Order y
ears ontraci Amt (0] cvelopmen Amt (]
Type Type
Simple 1 ¢, 515 | 9.4 | Investment |00 14
Contract Development
2012 ———
WIS 1 3432 | 5.3 | Award Total | 64,880 | 100
Finance
Simple | 5, 610 [79.4| vestment | 50 153
Contract Development
2013 ————
RS 110,900 |16.7 | Award Total | 65,212 | 100
Finance
Simple 56,939 | 86.3 Investment 2167 | 33
Contract Development
2014 ———
UIAer's | 6904 |10.5| Award Total | 66,010 | 100
Finance
Simple | 41 504 [go.9| Imvestment | 1 1oy
Contract Development
2015 ————
UICES 1 3991 | 7.1 | Award Total | 46,144 | 100
Finance
Simple 26976 | 95.7 Investment 97 03
Contract Development
2016 ————
UICES 11119 | 4.0 | Award Total | 28,192 | 100
Finance
Simple | 3¢ 447|582 | Ivestment | (2 103
Grand| Contract Development
Total ilder’
Builder's | ) 646 | 9.5 | Award Total |270.438| 100
Finance

Source : International Construction Information Service
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Table 3. Examples of Major Domestic and Foreign PPP Projects (Unit : US $ mil)
Project Name (Type) Project Size Major Lenders (Amount) Special Note
<Awarded Nationality / Company>
Slovakia, R1 Express (Expressway) 1664 EBRD, BNP Equity : Debt = 13:87/
<France / Vinci> ’ (13 banks : 1.45 bn) Meridiam Infra Fund
Jordan, As-Samra Wastewater (Water) 301 Societe Gen- erale, Arab Bank | Equity : Debt =20 : 80 Millennium
<France / Vinci> Group (9 banks : 148) Challenge Corp : 93 / USA)
Philippines,Mactan Cebu Int‘l Airport (Airport) 737 ADB 75, BDO Unibank EqultI};é)ll)Cezt ;330 $70
<India / GMR Infra> (6 Local Banks : 438) PPP
Pakistan, Patrind (Hydroelectric Power) MRG, GIF
440 IFC, ADB, MIGA, K-EXIM
<Korea/DaewooE&C> C » MIGA, Equity : Debt =20 : 80
Turkey, Bosporus (Submarine Tunnel) 1945 EBRD, EIB, K-EXIM, K-SURE, MRG
<Korea / SK E&C> ? SMBC Equity : Debt =23 : 77
Equity : Debt =30 :
Laos, Xe-pian Xe-Namnoy (Hydroelectric Power) 1.000 USD Tr. 357 : K-EXIM THB Tr. qultyED Ce: t. 7 33 0:70
<Korea / SK E&C> ’ 357 : Local Banks PP A

Source : PFI, EuroMoney, International Construction Information Service
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Fig. 2. Level of Risk of Investment Development Project
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-HFo 2 T4 5 AAARNE U7 AT 4 glont 9igde]
R 23] T A9ER] Al AW ofHrk

il

- 3elE8o] 49 dvkde g USDY Euro 5 733} (Hard
Currency)7} Alazge] 7I&538lE ARS-Hrk

- Whof wiE o] 7REEst olefdt st obd A, e
&0 2 AulS/dehs she FellA] SestE Qs
defardsto] BrbselAle Hde] 2 4 glorm e, <
W0 2= o] & SwapZefl 55 &3 YIS A (Hedge)
gt

- SRANE Tg0] W] ek Trlolx] ZRAES k=
785 dAlEstel thek 7] SwapAPde] ghs 7hsde] ik
ET wiZol] SIS =Tt Faeks e R
=fjof shH, miEd AFE3E 43t 7ol 2 RS

FEshe o] Rastth

- 29919

- SRl ZepAlol] Qle] HEH O BE Fgo] ZEAES
eHdshet] AEks kot FuiAkdell vls) seiArede]
735l s Hard Currency)7} 7R} H o =2M gz
Aoe] A Frk o] whEe 2715 ECA ¥ MDB7 |
< MPAA Z2AES FR8)o} Sh)

CAZIHE, F)9] o7} vie- Fa3Hd| o] 71

& FEshE 7t Oisl vHee] Thel=eklE ZHA]AL

Jor g sfg=e] PPPALY] Foll sk =] ECAS] &-87}F

2

¥9,
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SAFAPNLE Az e R g2 E AduE Ut

573 Aol AlTstolof shi, A8} Holxl= 571
X ZRAES Faeljof she Z-9-olli= World Bank Fs}
IFC, oprlopk23(ADB) 55 ZRAE] o)A Co-
Financing FeE FI8H] #2857} vk S7]elA 9]
ZeAEL: Fgo] 7k 4 Slrk
1240 2= FHECAS} B91ES ERslE, theo e
A Fgol 7FsA ofiE HES] Hopok gtk 53]
= g7ok FRFEE 1= PPPALYS: dARE-8<]
7Fed & Stk
npAEte 2 ARlEE B S ECAY] o}go] ofefe: -5l
T 7R A18-S olgshe W] e, I
FZ19] ECAZHE Tied-Loang YoM S48 94
T ek o] B B 7R Ae] 8% wg¢] 7Fsdt
] uA] Fohe ARdRRe] Ao R FEte]of gtk
- F Ul TRl Bl PEFY] Fdo R
Selrtdel ek Amxd 713 STk lone, -

d= olf §% w8= 7 s Aotk

* 3399

- 3¢] Qe 53] FAPNLE Atgdelr= g7t
(EIA : Environment Impact Assessment) 57} -4
& ] gle] Sl4lazolek ECA 3 MDBE: A/l
A ARl Fake st SRR TAANE S84 Sl
OECD2] 3V 71o)=glels} A w2 (Equator’s Principle))
& FokEs ekl ok $EYPIH7EE OECD
Guidelineol] 34| F51dW o]l Zglo] Be AHL7| ¢k
T35 whojof gt

AE7HAe] AR dT-E0] dub o2 ARl F=A7} PRAIY
S W) S8l AEsfol she o]tk flolA dEe 10714]
e g HepIcke FAE)7 I Ak el Al=shs
APES IFT A FFE 2olle] JrkaL st

3.2E

SlFAP A E B3 A QlZe P X SiE Slsid
HE=A] ] ECARE ope} Rizbag7 et s9kiZo] dast

4) 1,000%F] o) Rz A Er] 39 E Ao A sEgA Y
FUES] QS i A FAleS JYHA HlvieE 583h =

9] zpFAel Foko 2 2003 69 H=AAE. 84 #E], HSBC,
BOA, IPEZ S AAA] 357012 8471 B-g710] efsle] =A)zle]
3= PEAPE] 70% o) ABIAL Sl
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o PPPYAO R s EeAE vt 43t thYste
7] wizo|tk 9t Table 304 A|A3F Zj¢] PPPALEIOIM =
5 Qom, 2t meAEd ts) IF A PF Aol 2
PR 2} B R oA Bk QLA e B
Case StudyZ 8 £rpd w9 483k Aotk

e ¥ 5

T

A7 APl Felstele 715 PRI iRt ekt
ojsl 53] w2t 5 AfHeYIel el T3] AAITH
Z]

4

defellA] g WA S diFdate] el ol wie] AE
1 ARIGTR o]ofd o, PPPIAE v IA|E w7PE 32
TEYUR TR r) WA o] gl olet 5gxe $o
ol HAe] FgEY TEZ TEsopt & Aok
7438 ¢l Korea Consortiume] 73S $Jirle 714371
4 EFIHEE FEARTHEOIU ARG 55 FAIR Q1E
Zo| ohfg} Fxje] oz Q12le] Hgle] Hagx]ofof shzlom,
E3] A (Equity) 54l digh whdgh ARt gz
(O&M)°]| thek nje2] B vkeA] SEs)of sh=t, 2=t 714

el Qo] A glol Bhs AE magrk

;

i

Aol

Eo@ AR Ak S AmelHES 245 v
W R B SSRGS B SIs) Ao,
2 TR AYYRES Logleh oA oleld esol
A AU B 5 YES A5 BUEP P £5Y
Gl A7) MHE ANReEA BE A iRE) Azl
418 Alojio} & Foltk 2 Aol W A JOIN
(BN SAVRRAIA DT RARE 1] Mg F
FI), vl A=) ol ol HFHOE SIS
FNeghet

2 o} Hae) Fm Qmebp wEsl] 9 Sl
PGB REANE 915 - Ashol) mgo] 57 ulelel,
FF FUIEe) o] PPPAYY mEl F3 glo] HEE HL
Fol=e] B 4 QIS F719l g s B gk

References

Kang, H. (2016). Climate-related ODA and CO; reduction - Economic
effects and determinants, Vol. 24, No. 2 (in Korean).

Kim, J. H.(2014). A study of key feasibility study factors for
overseas investment development projects (in Korean).



Kim, T. (2013). Convergence of development cooperation financing
and the center of ODA (in Korean).

Park, S. (2014.7). Analysis on the policy network of developing
countries’s urban development supported by ODA, pp. 55-79 (in
Korean).

Korea Energy Economics Institute (2011). 4 study on expansion of
energy project by using MDB (in Korean).

Korea Research Center for Overseas Construction (2014). Policy
Focus Vol. 13, (2016) In-depth Study Report Vol. 2 (in Korean).

Ministry of Land, Infrastructure and Transport (2010). Research for
utilization of MDB investment and development loan (in Korean).

Ministry of Land, Infrastructure and Transport (2015). Detailed
implementation plan for the activation of overseas construction
collective investment organization (in Korean).

IHS Economics Global Construction Outlook (2016). www.ihs.com
(Accessed : Jan 23, 2017).

InfraPPP, Global Outlook PPP Project 2016 www.infrapppworld.com
(Accessed : Dec 1, 2016). International Construction Information
Service www.icak.or.kr (Accessed : Jan 6, 2017).

Global Insight (2016.5). www.ihs.com (Accessed : Jan 6, 2017).

MEED Projects. www.meed.com (Accessed : Jan 23, 2017).

Engineering News-Record (2016). ENR Top 250 International
Contractors, McGraw-Hill Co Ltd., www.enr.construction.com
(Accessed : Jan 23, 2017).

World Bank and PPIAF, PPI Database, How to Engage with the Private
Sector in Public-Private Partnerships in Emerging Markets (2011).
(Accessed : Dec 20, 2016).

Thomson Reuters, Global Project Finance Review (2015). www.pfie.
com (Accessed : Jan 23, 2017).

Euro Money. www.euromoney.com (Accessed : Jan 24, 2017).

The Export-Import Bank of Korea (2015). Global Construction
Market Trends and Implications, www.koreaexim.go.kr (in Korean)
(Accessed : Dec 12, 2016).

Korea Trade Insurance Corporation. www.ksure.or.kr (Accessed :
Dec 12, 2016).

OECD. www.oecd.org (Accessed: Dec 16, 2016).

Mirea Asset Daewoo, Research Team. www.miraeassetdaewoo.com
(Accessed : Dec 1, 2016).

Vol.37 No.2 April 2017 435





