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What is a Concession?

license granted by a government or quasi-
governmental authority to a sponsor to
develop certain facilities or infrastructure

agreement containing rights and obligations of
both government and sponsor

usually awarded through auction or tender

» public - private - partnership




Concession Agreement

agreement between Government and sponsor

- which government entity?
- which sponsor?

Project (infrastructure/oil & gas/ telecom) that
is economically viable

allocation of risks between government
sponsor (and other parties, e.g. offtaker)

governing law and dispute resolution




Typical Features

obligations of the sponsor (to
build/operate/maintain the project)

obligations of the government (permits, etc.)
term and termination

events of default and consequences
financial terms

tax and foreign exchange

> Risk Allocation




Risk Allocation

infrastructure risk (government)

permitting/regulatory risk
(government/consumers)

political risk (government, sponsors, lenders, IEl’s)
change in law risk (government, sponsors)

force majeure risk (government, sponsors,
lenders)

offtake risk (sponsors, lenders)

construction/cost overrun risk (sponsors)
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Financing Considerations

security package
step-in rights
direct agreements

government guarantees

> bankability of concession and project
agreements




