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welcome to the second edition  
of Insight – a collection of  
news, opinions and case  

studies from the Project Finance team at  
Lloyds bank wholesale banking & markets  
(“Lloyds bank”). 

The sustainable and durable nature  
of capital infrastructure and energy sector 
projects offers investors a degree of  
stability in today’s volatile markets. and  
with governments across the globe seeking 
to rein in public spending, the need for 
private investment has never been greater.

Today’s uncertain markets have forced 
investors to adopt a broader, more global 
approach to their portfolio. This edition 
of Insight highlights a number of global 
infrastructure and energy projects we are 
working on, including transport infrastructure 
in North america (p8), offshore renewable 
projects in the uk (p14) and the building of 
australia’s largest hospital in adelaide (p4). 
These examples illustrate our strength in 
these sectors and the expertise of our Project 
finance team means we are increasingly 
chosen as mandated lead arranger (p19-20). 

we feel that a strong relationship between 
a business and its banking partner is essential 
to prosper in today’s uncertain markets. 
That’s why we’re committed to through-
the-cycle support because with long-term 
thinking comes long-term success. 
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www.lloydsbankwholesale.com
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a GloBal  

AT ThE hEART of THe markeT 

In the ongoing effort to secure global economic stability, 
governments around the world are rightly focusing on 
capital investment in infrastructure which can create and 
support sustainable growth.

However, with constraints on public spending, the 
imperative is to create an environment which stimulates 
significant and sustained private investment in new projects 
across energy, transport, utilities and other key services.

central to the success of this approach is for the pool of 
private funders who commit debt and equity finance to the 
sector to be broadened and deepened, and this is where 

lloyds Bank has made its most significant contribution  
over recent years.

our Project finance team has been at the heart  
of a number of groundbreaking ‘pathfinder’ deals  
which, through pioneering new approaches and 
developing optimal investment models, have helped  
to create the templates that will unlock further investment 
in the sector.

It’s most encouraging to see that sponsors, governments 
and other funders have been able to draw on the strength 
of the wider lloyds Bank platform to create the innovative 
structures needed to progress deals to financial close.

By harnessing our collective experience and expertise 
we have acted as a trusted advisor to the industry and,  
by committing significant capital, demonstrated our 
steadfast commitment to supporting this vital area  
of the global economy. 

PerSPecTIve

gershon Cohen, 
managing Director and global 

head of Project Finance
gershon.cohen@lloydsbanking.com

Andrew w. géczy, 
CEO, wholesale  
banking & markets

ImPERATIvE

As one of the most active 
participants in the Project 
Finance market, Lloyds bank 
is playing a key role in finding 
solutions to current and future 
funding requirements.

we have built a team which is 
dedicated to thinking creatively 
but acting pragmatically to 
develop bankable solutions  
that provide certainty of funding 
throughout the whole life of  
an asset.

To progress projects of the 
scale and nature required in 
the current economic climate 
requires an appropriate and 
sustainable structure to be put 
in place at the outset, especially 
if they are to successfully unlock 
the potential of the markets.

we harness the collective 
evaluation, risk-assessment 

and mitigation skills within our 
wholesale Banking & markets 
division to help put in place  
the models which persuade  
bond and other investors  
to participate in the financing  
of individual projects.

we are sharing the intellectual 
capital and best practice we 
develop on these transactions 
with those governments, sponsors 
and funders who will be central 
to facilitating the essential 
developments of the future. 

This edition of Insight looks  
at some of the key dynamics  
of the sector and highlights  
the innovative deals where our 
multi-discipline approach has 
seen us pioneer innovative new 
funding structures for complex 
and high-profile deals in the  
uk and internationally.

as we move forward into 
2012, we have a strong pipeline 
of projects which, with the 
combined efforts of the Project 
finance community, will make 
a valuable contribution to 
generating new long-term 
growth opportunities within  
the global economy.
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 LANDmARk DEAL
FINANCINg AusTRALIA’s LARgEsT hOsPITAL PROJECT

when the state of south Australia looked to 
replace the existing Royal Adelaide hospital, 
which has served the region since 1840, 
it chose to do so through a Public Private 
Partnership (PPP). with the new development 
costing $1.85bn (£1.18bn), it decided to work 
with the private sector to secure debt financing 
of A$2.5bn (£1.6bn). The project is the 
single largest infrastructure project in south 
Australia’s history and the largest hospital 
project ever undertaken on the continent.

l loyds bank, through its wholly owned subsidiaries 
bOs International and uberior Infrastructure, 
was central to this landmark project, using our 
significant experience of structuring international 

healthcare PPP deals to develop a competitive funding 
package which was delivered within a tight timeframe  
to achieve financial close.

unparalleled scope and scale
The New royal adelaide Hospital (NraH), scheduled for 
completion in 2016, will be South australia’s flagship  
public hospital.

It is expected to see more than 80,000 admissions per 
year across 800 beds (700 multi-day beds and 100 same-
day beds) and will boast increased numbers of operating 
theatres, intensive care beds and emergency care facilities. 

It will also use advanced technologies and state-of-the-
art equipment to deliver the highest quality of innovative 
treatment and care to the people of South australia.

It will remain a major teaching hospital and will also be 
co-located with the newly-formed South australian Health 
and medical research Institute, making the health precinct 
the hub of medical research in the state.

A key enabler
To deliver such an ambitious undertaking it was  
clear from the outset that the project would require 
a strong PPP consortium selected via a rigorous and 
competitive process.

New royal adelaIde HoSPITal

Total funding package 
required to fund the 
hospital project

£1.6bn

mark redmond, Senior director, Project finance, 
lloyds Bank, australia, said: “lloyds Bank has extensive 
international experience in delivering on large-scale 
healthcare PPP/PfI projects. over the past two years,  
our funding has been integral to the completion of major 
deals such as the £600m contract to build and operate  
the Southmead Hospital in Bristol and europe’s largest 
PPP hospital procurement to date, the Sek14,594m 
(£1.326bn) New karolinska Solna Hospital in Sweden.”

To fund the NraH, lloyds Bank partnered with the South 
australia Health Partnership, a consortium of five equity 
partners made up of Infrared (the former equity arm of 
HSBc), leighton Infrastructure Investments, john laing 
investments, uberior Infrastructure (lloyds Bank’s equity 
investment division) and the macquarie Group.

acting as mandated lead arranger and Interest rate 
Hedge Provider, our Project finance team provided 
a$164m (£105.8m) of the a$2.5bn debt funding 



5

Insight 2012

New royal adelaIde HoSPITal

requirement to finance the design, build and operation  
of the hospital under the 35-year concession.

 
Facilitating completion
Bevan Brunckhorst, Project director, South australia Health 
Partnership, said: “meeting the challenge posed by such 
a large deal in a tough economic climate was possible 
thanks to the team’s professionalism, significant experience 
of structuring debt for PPPs and the strong relationship  
the Bank already enjoys with a number of the sponsors. 

“we drew on all of our background knowledge  
to provide the insight needed to put the consortium  
in a strong position to ultimately secure the contract.”

South australia Health minister john Hill, commented: 
“The bidding process for the design and construction of 
the NraH has been intense and the two bidding consortia 
included some of the most experienced finance, design  
and construction firms in australia and indeed the world.” ●

Australian authorities at a local, state and federal level 
face a significant challenge to finance and deliver the 
infrastructure that will underpin continued economic 
growth and social development. 

The consequences of the extreme flooding 
experienced by parts of australia during 2010, and 
the need to rebuild basic infrastructure destroyed 
as a result, have led to unprecedented demands 
being made on limited government funds. 

estimates for the level of investment required 
to meet australia’s current and emerging 
infrastructure needs range from a$360bn to 
a$770bn over the next decade.

further adding to the demand for capital is the 
resources boom in australia, which is driven by 
growth in South east asia. 

To take full advantage of this opportunity, the 
country requires further investment in energy, rail, 
port and roads. according to the australian mines 
and metals association, there is a$427bn worth  
of projects in the pipeline related to resources. 

A public/private solution 
Given the imperative and size of the investment task, 
the commonwealth and State Governments will 
increasingly look to private sector investment and 
participation to deliver the first-class infrastructure 
needed within a relatively short timeframe.

The commonwealth’s and various State 
Governments’ approaches to funding has developed 
significantly over the past few decades, which has 
opened the door to new and innovative options 
for efficiently procuring and financing assets and 
services either partially, or fully, by the private sector. 

PPP procurement in particular is a mature 
model in australia and has successfully delivered 
high-quality, innovative and value-for-money 
infrastructure over the past decade.

mark redmond, Senior director, Project finance, 
lloyds Bank, australia, said: “overall, the outlook 
for project finance in australia looks healthy as 
the Government has made it clear that it sees 
significant value in private sector participants 
becoming increasingly involved in the continent’s 
infrastructure projects over the coming years.”

CONTINENT-sIzED 
DEmANDs
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suPPORTINg uk INFRAsTRuCTuRE 
keeP THe TraNSPorT markeT movING

a t a time when many 
countries and public 
sector bodies throughout 
Europe need to raise 

revenues, refinancing key transport 
infrastructure in partnership with the 
private sector is a route an increasing 
number are likely to take.

Certainty and visibility
regulated rail and port assets 
provide a ‘utility-type’ income 
stream. as a result, infrastructure 
funds are particularly keen to invest 
in these sectors.

lloyds Bank has been heavily 
involved in all of the rolling Stock 

operating company (roSco) deals 
completed in recent years and mike 
chappell, Head of Project finance, 
europe at lloyds Bank believes the 
collegiate approach the Bank has 
developed is key to unlocking the 
funding potential of the debt, bond 
and syndication markets.

He explains: “we have a lot of 
positive feedback on the approach 
we take. The Bank has such strong 
credentials in each required area 
– debt structuring, risk assessment 
including hedging, rating analytics – 
that we can put together very capable 
deal teams which are knowledgeable, 
proactive and flexible.

“while most banks will have a debt 
team, they can’t always deliver all of 
the other key aspects of structuring 
and risk management. our teams 
have amassed much experience 
and have a strong track record of 
structuring successful deals in the 
transport sector. 

“There was strong investor interest 
in the roSco deals and each of the 

“we have a lot of positive feedback on the 
approach we take. The bank has such strong 
credentials in each required area – debt, risk, 
hedging, rating, analytics.”

Mike Chappell, Head of Project Finance, Europe
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rolling stock companies intrinsically 
relied on our ability to deliver 
complex finance packages which 
were designed to encourage strong 
take up in the bond markets.”

Porting knowledge  
and experience
with the roSco deals all complete 
and HS2 still in consultation phase, 
there is current ly limited rail activity 
in the uk. However, there is still an 
opportunity to take the knowledge 
our teams have developed and apply 
it to international rail deals or other 
areas of the transport sector, such as 
ports, which are similar in terms of the 
roSco risk profile and the quantum 
of financing required.

while uk ports offer a sector 
where lloyds Bank can utilise 
its roSco experience, another 
investment opportunity exists with 
airports, albeit with exposure to 
fluctuations in consumer demand 
making the risk element of any deal 
far more complicated.

mike chappell believes that 
while the uk market will remain a 
core source for deals, continuing 
instability in the eurozone will bring 
a number of new deals to market. 
european states which own and 
operate infrastructure assets such  
as airports are likely to see them  
as a viable means of raising much 
needed capital from investors such  
as pension funds, which are prepared 
to take a longer-term view of an 
assets ability to generate revenue.

He adds: “depending on the health 
of the bond market, I would expect 
a number of transport-related deals 
throughout france, Germany and  
the Benelux countries during 2012. 
These might not necessarily be rail, 
port or airports; a number of roads  
in mainland europe, such as the aPrr 
network in france, offer opportunities 
for refinancing.” ●

keep the deals rolling

l loyds bank’s transport infrastructure experience  
is extensive but our track record of structuring 
finance for Rolling stock Operating Companies 
(ROsCos) is unmatched.

over the past two years, we have been involved in every 
roSco deal completed in the uk.

we are also the only institution to have acted as 
structuring mandated lead arranger, active Bookrunner 
and Hedge Provider on all six of the major transactions 
involving the roScos – eversholt, angel Trains and 
Porterbrook over the past two years.

These deals represent an important private sector 
investment in the uk’s rolling stock at a period of time  
when the appetite of banks to support large transactions 
has been questioned.

They also demonstrate lloyds Bank’s collegiate approach 
which has been so well received in the wider sector. across 
these deals our teams included:
  •  Project Finance – acting as mandated lead arranger and 

Bookrunner on billions of pounds worth of acquisition 
financing, capex, working capital and hedging facilities

  •  Debt Capital Markets – undertaking a joint lead 
manager/Bookrunner role on complex bond issuances 
and providing certainty in a volatile market by offering 
‘bridge to bond’ facilities

  •  Risk Management – working closely with vendors and 
acquirers to develop ongoing hedging strategies and 
the best approach to market execution with our strong 
sterling presence.

  •  Structured Debt Syndicate – ensuring deals were 
structured and priced “on-market”.
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PLENTy IN 
ThE PIPELINE –  
NorTH amerIcaN ProjecTS 
GearING uP for 2012

Deals have been scarce in the us infrastructure 
market over the past 12 months but that doesn’t 
mean there hasn’t been much hard work put into 
structuring the next wave of major projects.

T he pipeline for 2012 
offers several reasons for 
optimism as long-awaited 
projects such as the 

midtown and Downtown Tunnel 
project in virginia are expected to 
demonstrate that the Public Private 
Partnership (PPP) market will be  
a key facilitator in ensuring large 
and complex deals can complete  
in a difficult funding climate.

Latent demand
Infrastructure developments bring 
much-needed economic boosts 
and the additional confidence 
deals generate can drive the market 
forward. The uS and canada have 
built some of the finest road and rail 
infrastructure in the world over the 
last century – much of it responsible 
for the economic prosperity  
of various states and provinces.

But the global recession has 
coincided with a time when that 
ageing infrastructure is beginning  
to creak. 

consequently, demand for 
investment is very high. There is a 
wall of private money being held 
throughout both countries which, 
given the right conditions, could 
be used to unlock very significant 
projects which simply cannot be 
supported by the level of public 
funding they would previously  
have attracted.

A patchwork quilt
what we are striving to achieve in 
every deal is a structure which offers 
all parties an acceptable balance 
of risk and reward. In a country as 
large and as diverse as the uS, the 
approach to this can differ greatly 
from state to state.

Some areas simply don’t have a 
track record of getting PPPs off the 
ground – all manner of local politics, 
legal issues and mistrust of external 
investors can de-rail a deal even if Goethals bridge

© will Sherman
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2012 – a vintage year?
with only one PPP project coming on line in the us  
and lower than expected Canadian public infrastructure 
sector procurements in 2011, there are strong hopes that 
several major deals will achieve financial close and begin 
development in 2012.

along with major consortium partners, we are looking 
at a number of prospects at various stages of the PPP 
development process.

These include: 
  •  goethals bridge – a replacement for the toll bridge which 

joins Staten Island to New jersey – an important link at the 
centre of one of the busiest airport cargo networks in the 
uS. The project involves the Port authority of New york 
and New jersey.

  •  knik Arm Crossing – a proposed vehicular toll bridge to 
link the strategically important ports of anchorage and 
mackenzie in alaska. It will involve a 2.7 mile structure 
and 19 miles of associated road infrastructure.

  •  Ottawa Light Rail – creating a 21st century public 
transport system which includes a major tunnel bored 
under the city to ease congestion. Total investment  
of c$2.1bn is expected to bring c$3.2bn of benefits  
to citizens.

  •  Alberta schools – the third wave of investment in new 
schools across the State of alberta. The previous 32-year 
contract for 18 schools was the largest education PPP 
award in canada’s history.

there is an appetite from the private 
sector and finance is structured and 
ready to go.

anthony Porter, Head of Project 
finance – North america, lloyds Bank, 
said: “This can breed some cynicism 
over whether projects will reach 
financial close in certain areas and 
means that investors are looking to 
places like virginia, florida, Texas and 
colorado to lead the way with their 
successful PPP programs.

“In canada there is typically a 
greater expectation that projects 
will be completed amid a uniform 
PPP legislation, strong governmental 
support and experienced public 
sector partners.

“The responsible public sector 
authority ensures that the benefits of 
PPPs are transparently analysed and 
clearly communicated to the public. 
This approach generally results in 
strong public support and creates a 
solid platform from which to sponsor 
the use of PPPs.”

making the case
communicating the financial, 
environmental and community 
benefits of proposed infrastructure 
is an important first step towards 
projects getting the green light.

even before lloyds Bank can 
become involved and begin to look 
at packaging finance for a project, 
there is a lot of work to be done 
demonstrating the public benefit, 
such as improved levels of service, 
value for money and the creation of 
development opportunities.

karl reichelt, executive vice 
President, Skanska, said: “The market 
is maturing. There is huge potential 
across a number of sectors but we still 
need to see more realistic projects 
come to market. But, if you take the 
Goethals Bridge as an example, nine 
consortiums applied for the shortlist 
and three were selected. So, you have 
an enormous number of interest and 

players out there. all that is needed is 
more states procuring more projects 
to really take the uS PPP market to the 
next level.

“as more of these states begin 
to demonstrate that they can clear 
the legal and regulatory hurdles 

“lloyds Bank is striving to achieve in every 
deal a structure which offers all parties an 
acceptable balance of risk and reward.”

which can hold projects up, there 
is plenty of private debt and equity 
available to finance them. Providing 
the economy can remain stable and 
once a couple of key projects have 
been delivered, there should be 
more confidence from both sides.” ●
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croydoN & lewISHam lIGHTING PfI

CROyDON & 
LEwIshAm LIghTINg PFI

It’s no secret that local authority funding has been hit hard 
by the recession and subsequent government spending 
reductions. This has prompted many councils, conscious 
of the need to protect and maintain vital services, to look 
for innovative partnerships with specialists in the private 
sector to deliver expertise and efficiencies.

one of the infrastructure 
services which is 
increasingly being 
funded and managed 

in this new way is street lighting, 
a crucial element of planned 
maintenance which requires 
significant investment.

lloyds Bank, which has a strong 
track record of delivering tailored 
funding solutions in this area, 
leveraged this experience to work 
on a Private finance Initiative (PfI) 
for two of london’s largest and  
most populated boroughs.

50,000 responsibilities
when lewisham and croydon 
councils looked at the most efficient 
and effective means of managing 
the 42,000 street lights and 8,000 
road signs under its control, it 
decided to tender a 25-year 
contract for the services, which 
would be part-financed via a PfI 
grant from central government. 

These type of deals provide the 
combined security of a strong funding 
partner and a delivery specialist with 
the purchasing power, knowledge 
and expertise of supply chain 
management to create significant 
process efficiencies.

The procuring authority, the 
department of Transport, was 

seeking a quick close period for the 
contract and therefore certainty of 
funding and an ability to proceed 
rapidly would put a competing 
consortium in a strong position  
to secure the bid. 

for the tender, lloyds Bank’s 
Project finance team partnered 
with Skanska Infrastructure 
Investment uk limited and john 
laing Investments limited; sponsors 
which we have developed a close 
relationship with after structuring 
and closing a similar deal for 
streetlight maintenance throughout 
the uk county of Surrey.

The team drew on the crucial 
experience gained developing 
the debt package which funded 
a pioneering 25-year, £2.7bn 
PfI to support Birmingham city 
council’s management of 2,500km 
of roadway, around 100,000 street 
lights and over 850 bridges.

The need for speed
Stephen cooper, executive vice 
President, Skanska Infrastructure 
developments, said: “It was clear 
from the outset that the major 
factors required to secure the 
croydon and lewisham contract 
were going to be experience and 
speed. due to the strength of our 
chosen partners and through having 
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a clear model with a proven track 
record of delivery, lloyds Bank was 
able to obtain credit approval for 
100% of the debt funding in a very 
short time frame.”

acting as mandated lead 
arranger, Interest rate Hedge 
Provider, agent, account Bank 
and Security Trustee, lloyds Bank 
developed a funding package which 
enabled croydon and lewisham 

on the table quickly, ensuring that 
the project closing timetable was 
achieved to the satisfaction of both 
the councils and sponsors.

“This project is an excellent 
example of the positives that  
PfI can bring to local authorities. 
The procurement was hard fought, 
ensuring that the councils achieved 
a highly competitive price.  
The project will replace old and 
inefficient lighting over a five-year 
period with ongoing maintenance 
for a further 20 years, which will 
benefit local residents. The councils 
secured a long-term relationship 
with an experienced service 
provider and will also benefit on  
the environmental front by being 
able to demonstrate a significant 
reduction in energy usage from  
their streetlighting assets.”

Stefan friedhoff, relationship 
director, added: “a transaction of 
this nature demonstrates the power 
of the Bank’s operating model,  
with our commitment to relationship 
banking at the heart of everything 
we do. The deal supported two 
key customers in delivering an 
important piece of uk infrastructure, 
and represents a good example  
of the Bank’s imperative to support 
the wider uk economy.” ●

lloyds Bank funding 
for the initiative

lighting Services limited (the Special 
Purpose vehicle established to 
deliver the contract) to win the tender 
in a highly competitive process.

The total funding for the deal 
amounted to £83.4m consisting of:
  •  Term loan (24 years and three 

months) up to £73.4m
  •  equity bridge facility (five years 

and six months) of £8.5m
  •  change in law facility (24 years 

and three years) of £1.5m

Project finance director Tom 
Boam said: “Previous PfI-funded 
road and streetlighting schemes 
have proved an efficient and 
effective means of managing  
these assets over the long-term. 

“The croydon & lewisham 
lighting PfI deal showcased how our 
experience, relationships and ability 
to make quick decisions ensured 
there was a very solid deal structured 

“Lloyds bank was able to obtain credit 
approval for 100% of the debt funding 
in a very short time frame.”

Stephen Cooper,  
Skanska Infrastructure Developments
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f or more than a decade, Lloyds 
bank’s Project Finance team 
has been working closely with 
local authorities, Nhs trusts 

and other government departments 
to support the development of the 
region’s infrastructure.

we have been involved in public 
projects ranging from hospitals, 
schools and social housing to roads 
and other services. our aim is 
consistent across all these projects: 
to provide the most suitable funding 
packages possible, so that value for 
money is achieved during the critical 
project development stages.

Infrastructure projects across the 
region have benefited from our 
funding, which amounts to more  
than £480m. These projects include:

 
  •  Seven leeds Schools –  

providing 4,700 pupil places

  •  calderdale Hospital –  
a replacement hospital providing 
614 patient beds

  •  army foundation college – 
modern new facilities to train  
1,300 students a year

  •  leeds fire – the provision  
of training facilities

  •  Swarcliffe Housing –  
upgrading 1,600 homes

Enabling yorkshire to set world-
class standards for patient care
europe’s largest oncology centre 
opened in leeds in 2008, following 
a £232m investment. St james’s 
university Hospital’s Institute of 
oncology is a private finance initiative 
(PfI) construction project that took  
38 months to complete.

The goal of the leeds Teaching 
Hospitals NHS Trust is to create a 
world-class centre for cancer care. 

The new oncology wing, which sits 
alongside the existing St james’s 
Hospital building, has become a focus 
for teaching and research as well as 
treatment. Highlights of this award-
winning health facility, which is also  
a pathfinder for Hm Treasury’s credit 
Guarantee Scheme, include:

  •  250 in-patient beds
  •  five cT simulators
  •  12 linear accelerators  

for radiotherapy
  •  Three cT scanners
  •  Two mrI scanners

The new centre’s specification also 
incorporates many energy-saving 
features, such as absorption chillers 
designed to capture waste steam 
and convert it to chilled water for the 
heating and cooling system; a heat 
recovery system; and modulated 
controls on pipework to reduce 
water consumption.

Enabling Lofthouse and 
bramham to join forces
accessibility is of course key to  
the success of the area, because  
it facilitates the free flow of products, 
services and customers. That’s why we 
have invested significantly in the road 
infrastructure of the region. lloyds 
Bank’s involvement in supporting  
the delivery of infrastructure is not 
new. The Project finance team was 
behind the development of a major 
link road in west yorkshire for the 
Highways agency.

The m1-a1 link road now provides 
a critical link between two of 
yorkshire’s busiest transport routes, 
and a more accessible route from 
the north to the south of england. 
Having this strategic route in place 
is enabling motorists to bypass 
leeds – as a result, traffic in the city 
and surrounding minor routes is now 
considerably eased. ●

LONg-TERm FuTuRE

The economy relies heavily on the strength and quality of its 
region’s infrastructure, so investing in this area is a strategic 
priority in realising economic growth.

INveSTING IN yorkSHIre’S 
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l loyds bank has made a 
strong commitment to the 
ports sector and wider uk 
infrastructure in recent years, 

funding a number of the country’s 
major harbour operators and 
acting as mandated Lead Arranger, 
bookrunner and hedge provider on 
all six rolling stock company (ROsCo) 
transactions over the last two years.

successfully testing  
the funding waters
associated British Ports (“aBP”), 
the owner of 21 ports in england, 
Scotland and wales, is the most 
recent industry operator to refinance 
its senior debt with the support of 
lloyds Bank, in the first ports deal to 
secure finance from the bond market.

The group handles approximately 
a quarter of the uk’s seaborne trade, 
and its ports, alongside its other 
transport-related businesses, form 
a network capable of handling a 
diverse range of cargo.

founded in 1962 as a government-
owned body, aBP became a public 

limited company in 1983, quoted  
on the london Stock exchange.  
The firm was acquired in 2006 by 
the admiral consortium, comprising 
Borealis Infrastructure management 
Inc. and Goldman Sachs International, 
in a public to private transaction, 
supported with debt financing from 
lloyds Bank.

setting sail for expansion
we provided aBP with a wide 
spectrum of financing products, 
acting as mandated lead arranger 
on a £1.86bn package of senior debt, 
comprising bridge-to-bond (B2B) 
and term facilities, and as joint active 
Bookrunner on a successful £500m 
bond issuance, which closed in 
december 2011.

alongside its strong existing 
relationship with the company, 
we were able to demonstrate our 
market-leading position in the uk 
transport infrastructure sector, having 
successfully secured bond issuances 
for all three rolling stock companies 
(roScos) in recent years, as well as 

being the current lender to a number 
of uk port operators.

The refinancing of aBP drew on 
the wider expertise of lloyds Bank, 
including debt capital markets as 
active Bookrunner on the sterling 
bond issuance, risk management 
as Sole Hedging Bank coordinator 
and execution Bank, Syndication 
to underwrite the B2B facility and 
Structured Transaction management, 
which provided the liquidity package.

The deal delivered the first port 
group bond issuance of significant 
scale against a highly challenging 
economic backdrop, demonstrating 
our ability to effectively lead a group 
of lenders as swap bank coordinator 
to achieve the optimum hedging 
strategy for aBP.

viewpoints
mike chappell, Head of Project 
finance, europe, at lloyds Bank, 
said: “we are delighted to have 
had the opportunity to support aBP 
in their refinancing; recognising 
the importance of the ports sector 
in supporting uk infrastructure 
and economic recovery. This is an 
excellent example of lloyds Bank 
supporting its core customers 
through the cycle.”

farouk ramzan, Head of 
corporate debt capital markets, 
lloyds Bank, concluded:  
“This refinancing is significant for 
aBP and the ports industry more 
broadly. In the future we expect 
to see other major infrastructure 
players looking to follow suit and  
tap the bond markets as a means  
of diversifying their funding.”

on the decision to work in 
partnership with lloyds Bank, 
Sebastian Bull, cfo of aBP, 
commented: “we appointed lloyds 
Bank because of the Bank’s excellent 
track record with aBP. Having acted 
on the original acquisition in 2006,  
it really understands our business  
and shares our ambitions for it.” ●

SuPPorTS fuTure INveSTmeNT 
IN PorTS oPeraTor

The uk port industry is the largest of its kind in Europe and 
of strategic importance to the country’s global economic 
competitiveness, handling approximately 95% of its imports 
and exports by volume.

wAvE OF 
FINANCE
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ofTo markeT – 
releaSING INveSTmeNT THrouGH 
PIoNeerING fuNdING STrucTureS

a s a leading funder of complex and ground-
breaking energy projects, in 2011 Lloyds 
bank played a central role in enabling the 
Offshore Transmission Owners (OFTO) regime 

to establish itself as an effective model to stimulate 
investment in this growing sector.

A model for the future
The ofTo regime, which provides licences to operate 
the high-voltage link between offshore wind farms and 
the onshore transmission network, was designed by 
the regulator ofGem to provide a model capable of 
generating between £10-15bn of new investment in this 
infrastructure and drive its timely and efficient installation.

alan white, Head of conventional energy, Project 
finance, lloyds Bank, said: “as the first regime of its type 
in the world, it is a bold move and one which needs to 
balance the cost and deliverability aspects of independent 
ownership with the obligation to generate value for a 
broad range of stakeholder groups, including the end 
energy customer.

“whilst the low-risk ofTo model centres on stable 
revenue streams, the model’s funding structure needed 
to be bankable from the start to guarantee certainty of 
finance and ensure these regulated assets would be able 
to access capital markets to meet long-term requirements.

“To achieve this we needed to overlay lloyds Bank’s 
wider infrastructure and energy skills with an innovative 
long-term and sustainable project finance deal structure.”

Round 1: Robin Rigg
The inaugural project in the first round of ofTo licences  
to complete was Transmission capital Partners’ acquisition 
of the existing assets which link the robin rigg wind farm 
in the Solway firth to the mainland.

By combining our experience of funding electricity 
generation and distribution projects with a deep 

whilst offshore wind remains a core strand 
of carbon reduction policies, generating the 
capital required to develop the appropriate 
infrastructure remains a challenge in 
uncertain economic conditions.

“Lloyds bank grasped the opportunity to  
lead from the front. This has helped make the 
OFTO concept a highly appealing prospect to 
the wider bank market.”

Amanda Woods, Amber Infrastructure 
Management
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understanding of concession, licenced-based 
regimes such as PfI, we were able to work closely 
with our client to structure an appropriate debt 
package which helped it win the highly competitive 
bid process. 

In addition to structuring an acquisition 
facility with an overall debt term of 19 years, we 
worked alongside our risk management, loan 
Syndication and financial Institutions teams to 
develop tailored retail Price Index and Interest 
rate Hedging facilities. 

This cross-discipline approach was instrumental 
in creating a competitive financing package 
and laying strong foundations for the debt to be 
refinanced in the capital markets over the coming 
months and years.

amanda woods, amber Infrastructure 
management1, said: “from the outset 
lloyds Bank grasped the opportunity 
to lead from the front and, by 
taking a highly considered but 
flexible approach, they have 
structured competitive finance 
packages which have enhanced our bids and  
in turn helped make the ofTo concept a highly 
appealing prospect to the wider bank market.”

Powering up
The success of this inaugural transaction 
demonstrated a strategic and coordinated 
approach to funding ofTos which inspired 
confidence in the market and paved the way for  
a further eight ofTo deals to complete in 2011.

lloyds Bank has established itself as the leading 
debt funder in this new market, using tailored 
versions of the model developed to execute  
robin rigg to finance three other deals in 2011  
and support the preferred bidders on a further four. 
These included:
  •  funding Transmission capital Partners’ 

acquisition of the link from the 172mw Gunfleet 
Sands offshore wind farm near clacton, essex  
to the onshore grid. The ofTo licence is for a 
20-year term and ownership was transferred 
from the wind farm owner dong energy. 

  •  Supporting the acquisition of assets at 
the offshore wind farm walney 1, located 
approximately 15 km off walney Island, cumbria 
in the Irish Sea. The 20-year licence was acquired 
by Blue Transmission, a licensee consortium 
which includes macquarie capital Group. as the 
project involved an element of construction, half 

1amber Infrastructure limited is part of the 
Transmission capital Partners consortium, 
together with International Public Partnerships 
and Transmission capital limited.

the required funding was provided  
by the european Investment Bank (eIB).
  •  In the third deal completed with 

Transmission capital Partners in 
2011, we supported the company’s 
acquisition of the high-voltage link to 
the 90mw Barrow offshore wind farm 
in the Irish Sea from its owners dong 
energy and centrica.

     •  The success of the walney 1 deal is 
seeing us support Blue Transmission’s 
preferred bid for the acquisition of 
the walney 2 and Sheringham Shoal 
licences and we are also working 
closely with Balfour Beatty on its  

bid for the Greater  
Gabbard ofTo.

Stephanie mcGregor, 
director offshore 

Transmission, ofGem, said: 
“lloyds Bank has played a key 

facilitating role establishing the 
success of the ofTo regime and 

has provided valuable insights 
for our ongoing development 

of subsequent tender rounds. 
we greatly appreciate the 

support they have provided 
in the early development 

of the ofTo regime.” ●

£10-
15bn

optimum 
investment figure 
to drive ofTo’s 
ambitions
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BaNkING oN THe reNewaBleS

deSerT 

SuNlIGHT
caSe STudy

c alifornia’s Desert sunlight facility will be  
the largest solar energy project in the world. 
The $1.8bn required to finance it was also 
the largest project finance energy deal to 

close in 2011.
desert Sunlight will draw solar power from over nine 

million photovoltaic (Pv) modules and sell 100% of its 
output to californian regulated utilities.

lloyds Bank was one of five lead arrangers 
structuring $806m of debt via a combination of 
floating rate Term debt, a cash Grant Bridge loan 
and letters of credit.

even though the project benefitted from robust 
Government subsidies, securing all of the necessary 
bank and institutional debt to meet a very tight 
department of energy deadline was crucial to  
the scheme going ahead.

currently under construction by first Solar, the 
completed ‘Solar farm’ will be co-owned by Nextera 
energy resources and Ge energy financial Services.

l loyds bank and several of scotland’s leading 
whisky distilleries are part of a consortium 
which has funded the uk’s first project financed 
biomass plant.

The £50m development will use whisky distillery 
by-products to fuel a 7.2 mwe GreenSwitch® biomass 
combined heat and power plant and a Greenfields® 
plant which will turn the liquid co-product of  
whisky production, known as pot ale or draff, into  
a concentrated organic fertiliser and an animal feed  
for use by local farmers.

Project sponsors included: Helius energy plc (51%), 

HelIuS 
caSe STudy 2

1

markeTS
At a time when funding for renewable energy projects has been constrained by the wider 
economic situation, Lloyds bank has been involved in some of the most complex and 
innovative schemes to achieve financial close.

desert Sunlight will provide enough energy to serve 
the needs of about 160,000 average california homes, 
displacing approximately 300,000 metric tonnes  
of carbon dioxide (co2) per year – the equivalent  
of taking around 60,000 cars off the road.

russell Protti, Senior vice President, Project finance 
energy (renewables), lloyds Bank, North america, 
said: “renewables projects of this size and scale are 
extremely rare – particularly in the midst of a period of 
global economic instability and regulatory uncertainty. 

 “The determination and long term view taken by all 
parties, plus strong Governmental support, allowed 
the team to structure a financing package which will 
ensure one of the planet’s biggest and most advanced 
renewable energy projects will be online by 2015.”
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meerwINd 
caSe STudy

l loyds bank continues to build 
its strong position in the wind 
subset of renewable energy.

In august 2011 we acted 
as joint lead arranger on a 
€822m senior debt and interest 
rate hedging package to fund the 
288mw meerwind offshore wind 
farm, located 50km off the German 
coast in the North Sea.

The €1.2bn project is the largest 
development to complete its full 
financing process in Germany and 
is also the first to be fully financed 
by private investors, which include 
funds managed by Blackstone and 
windland energieerzeugungs GmbH.

upon completion, which is 
scheduled for 2013, the 80-turbine 
field will be the largest wind 
farm to operate in Germany. 
meerwind will have the capacity to 
produce enough power to service 
approximately 400,000 households 
and will help the country eliminate 
approximately one million tonnes  
of carbon emissions per year.

The project is seen as a key 
step in Germany’s accelerated 
shift away from traditional energy 
sources such as coal and nuclear to 
renewables and in particular wind. 

It is the first deal to close under the 
recently unveiled kfw offshore 
wind Programme, an incentive-led 
scheme which provides co-funding 
and additional support to privately-
led developments. 

ed wilson, Head of energy 
(renewables), Project finance, 
lloyds Bank, said: “The fact that 
a major private equity investor 
is making such a considerable 

commitment to a pre-construction 
offshore wind farm is a clear 
indicator of the level of private 
investor appetite to support major 
infrastructure which is supported 
by clear government policies and 
financial incentives.” ●

North Sea turbine project

€1.2bn3

rabo Project equity Bv (42.1%) and cord (6.9%). 
our early involvement in this project required us to 

draw on the specialism of several key teams including 
risk management, fX and relationship teams.

The final deal saw lloyds Bank provide exactly half 
(£22.24m) of the total project funding of £44.48m.

This is a further strengthening of our Project finance 
team’s credentials in the renewables sector and a  
clear indication that we have the skills to structure 
complex finance requirements for an emerging area  
of renewable energy.

ed wilson, Head of energy (renewables), Project 

finance, lloyds Bank, said: “Hedging was  
crucial to the structuring of this complex project 
at a time when renewables liquidity has been 
relatively hard to come by. The fact that we 
have this expertise within our wider team and 
have worked on structuring renewable deals 
throughout the downturn gave all involved a 
great deal of confidence in the deliverability  
of the final proposal.”

construction of Helius corde is expected 
to be complete in 2012 and the project could 
eventually create up to 100 jobs.
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a s the us and other major 
economies move towards 
less carbon-intensive 
energy sources, new 

gas-fired power stations will play 
an increasingly important role in 
balancing the needs of energy 
consumption and policy reform.

for the uS, where natural gas 
contributes around 25% of all 
energy requirements, efficient 
high tech plants will be required 
to shoulder electricity demand 
as older, emissions-intensive 
generators are shut down and  
as intermittent renewable energy 
projects take an increasing 
proportion of the energy mix. 

A sizeable challenge
under development since 2001, the 
619mw, combined-cycle russell city 
energy center is just such a plant – 
incorporating the most advanced 
emissions technology available for 
natural gas-fired power plants and 
providing the capacity to boost 
supply to the San francisco Bay area.

  
CALIFORNIAN 
gAs POwER 
PLANT IDEA

To bring the facility online, the 
developers calpine corporation 
and Ge energy financial Services 
needed to secure a sizeable credit 
facility which would fund the two-
year construction phase and lay 
the foundations for its long-term 
funding requirements.

building commitment
over recent years lloyds Bank has 
demonstrated its appetite in the uS 
conventional power project market, 
playing leading roles in a range of 
financings to support the greenfield 
development of energy infrastructure, 
including gas-fired power plants  
and interstate natural gas pipelines. 

Bob Botschka, Senior vice 
President, Project finance energy 
(conventional), lloyds Bank, North 
america, said: “In russell city energy 
center we financed the largest 
gas-fired power project finance 
transaction to achieve financial 
close in 2011 and supported the first 
plant to receive a federal air permit 
to place voluntary limits on the 

amount of carbon dioxide and other 
greenhouse gases it may emit.”

acting as joint lead arranger, 
joint Bookrunner, documentation 
agent and Hedge Provider, the team 
worked with the sponsors to close 
an $844.5m credit facility to fund 
russell city’s construction phase, 
with the underlying construction loan 
converting to a 10-year term loan 
when commercial operations begin 
in mid-2013. 

To hedge the project’s exposure 
to floating interest rates the deal 
structure included interest rate 
swaps for at least 90% of the $700m 
construction /Term loan through  
to final maturity. 

The electricity generated by the 
facility will be sold to Pacific Gas  
and electric company through  
a 10-year PPa. 

Appetite to power on
Bob Botschka added: “a robust  
debt structure underpinned by 
investment grade, 10-year PPa 
ensured that lenders to the  
russell city energy center transaction 
could fully amortise their funded  
debt solely through contracted  
cash flows.

“This contractual cash flow 
certainty ensured that the deal  
was well received in the bank  
debt syndication market, with 
it ultimately being heavily 
oversubscribed. It demonstrates  
that, despite wider economic 
pressures, there remains a strong 
appetite from project finance lenders 
to support strategically important 
developments in the uS conventional 
energy sector.

“crucially, the economic stimulus 
created by russell city will create 
hundreds of construction jobs and 
generate millions of dollars for the 
local economy.”

Todd Thornton, calpine’s vice 
President, finance & Treasurer,  
said: “This financing marks an 
important milestone in our effort 
to bring much-needed electric 
power supply to california’s Bay 
area, allowing us to complete the 
construction of a modern, flexible, 
highly efficient, clean and low-carbon 
energy resource.” ●

lloydS BaNk fIreS uP key
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a SelecTIoN of receNT dealS
deal amouNT & 
cloSure daTe SPoNSor deal Name deBT TyPe role SecTor

£475m Anglian water 
group

Anglian water 
(Osprey) Financing

Senior debt 
facilities

Mandated Lead Arranger and 
Joint Lead Manager

utilities

£49.3m barclays 
Infrastructure 
Funds, REs

wadlow wind Farm Project 
financing

Sole Mandated Lead Arranger, 
Agent, Security Trustee, Account 
Bank & Hedge Provider

energy

£21.6m Community 
windpower

Dalry Community 
wind Farm

Portfolio 
Project and eIB 
Intermediated 
facilities

Sole Mandated Lead Arranger energy

$231m CPv Cimarron I Project 
financing

Mandated Lead Arranger energy

£228m Eaga, Infrared 
Capital Partners, 
barclays 
Infrastructure 
Funds

uk Rooftop solar Pv 
Portfolio

Project 
financing

Mandated Lead Arranger energy

£215m Enxco Lakefield wind 
Project

Project 
financing

Mandated Lead Arranger energy

$790m gE Capital, CPv CPv sentinel Project 
financing

Participant energy

$295.25m Ls Power Arlington valley Project 
financing

Mandated Lead Arranger energy

$234m Nextera Energy 
Resources

Redwood Trails Project 
financing

Mandated Lead Arranger, 
Administrative Agent, 
Coordinating Bank

energy

$70m Nextera Energy 
Resources

white Oak wind 
Project

Project 
financing

Mandated Lead Arranger energy

$683m NRg El segundo Energy 
Center

Project 
financing

Participant energy

$610m Ontario Teachers’ 
Pension Fund, 
China huaneng

Intergen Nv 
Refinance of 
Revolving Credit

Senior credit 
facilities

Lender economic 
Infrastructure

£1.15bn Porterbrook Refinance of 
Acquisition Facilities

Senior debt 
facilities

Mandated Lead Arranger, 
Bookrunner & Hedge Provider

economic 
Infrastructure

$130m Recurrent Energy smuD solar 
Portfolio

Project 
financing

Mandated Lead Arranger energy

£83.4m skanska & John 
Laing

Croydon & 
Lewisham 
streetlighting

Senior credit 
facilities

Mandated Lead Arranger, 
Interest Rate Hedge Provider, 
Agent, Account Bank and 
Security Trustee

Infrastructure 
concessions

£30.7m ssE knowsley street 
Lighting PFI

Project 
financing

Mandated Lead Arranger, 
Agent, Security Trustee, Account 
Bank and Hedge Provider

Infrastructure 
concessions

£420m Terra-gen Power, 
LLC

Alta wind vI and vIII 
Projects

Project 
financing

Mandated Lead Arranger energy

Rank bank volume market share No of Deals

1 lloyds Banking Group $1.3bn 9.9%  15

PFI LEAguE TAbLE: uk mLA Fy 2011 – ranked by number of deals



£480M
june 2011

ACquIsITION OF FORTh 
PORTs PLC

mandated lead arranger 
and Hedge Provider

REFINANCE OF 
ACquIsITION FACILITIEs

mandated lead arranger, 
Hedge execution Bank and 
joint lead arranger

£1.25BN
april 2011

$2.85M
A$150M
September 2011

wIggINs IsLAND COAL 
ExPORT TERmINAL 

Senior debt facilities 
mandated lead arranger 
and Hedge Provider

288mw mEERwIND 
OFFshORE wIND FARm

mandated lead arranger 
and Interest rate Hedge 
Provider

€884M

august 2011

A$940M
december 2011

vICTORIAN 
COmPREhENsIvE CANCER 
CENTRE

Senior debt facilities 
mandated lead arranger, 
Hedge Provider, Security 
Trustee & agent

ACquIsITION OF 
OFFshORE TRANsmIssION 
AssETs

Senior credit facilities 
mandated lead arranger

RObIN RIgg march 2011
guNFLEET sANDs July 2011
bARROw september 2011

£53.4M

ROyAL ADELAIDE 
hOsPITAL

Senior debt facilities 
mandated lead arranger 
and Hedge Provider

A$2.5BN
june 2011

AssOCIATED bRITIsh 
PORTs

 
Senior debt facilities 
mandated lead arranger, 
and active Bond Bookrunner

£2.36BN
december 2011

£42.4M
april 2011

hELIus CORDE LTD 
bIOmAss & ChP PLANT

Senior credit facilities 
mandated lead arranger, 
agent Bank and Interest 
rate Hedge coordinator

RussELL CITy ENERgy 
CENTER

mandated lead arranger, 
joint Bookrunner, 
documentation agent, 
Hedge Provider

$845M

july 2011

DEsERT suNLIghT sOLAR 
PROJECT

mandated lead arranger, 
joint Bookrunner and 
Hedge Provider

$2.3BN

September 2011

PANT-y-wAL (25mw) & 
FFORCh NEsT (27.5mw) 
wIND FARms

Sole mandated lead 
arranger, agent Bank and 
Hedge Provider

£71.5M
october 2011
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