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Global commercial bank
gains efficiencies using
tool to assess Project

Finance

THE CLIENT:

Aleading commercial bank

USERS:

Project Finance credit risk,
modeling and origination teams

This commercial bank (bank) manages a portfolio of hundredsof
Project Financeissuers forits clients worldwide. Thebank’s credit risk
team conducts an in-depth credit analysis at origination and ongoing
reviews as part ofthe bank’s surveillance process. Additionally, the
credit risk team shares these credit analyses with the bank’sinternal
departmentsincludingloanorigination, portfolio managementand
riskmodeling. Given theimportance oftheseanalyses to several
banking departments, the bank was interested in upgrading its
Project Finance credit scoring process. By working with S&P Global
Market Intelligence (Market Intelligence), thebank achieved these
goals, increasing their efficiency when evaluating the creditworthiness
of project finance entities.
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Pain Points

The credit risk team had been struggling with its existing solution
from a different provider, which did not meetthe bank’s needs.

¢ Probability of Default (PD) Project Finance scoring tool:

the analystsoftenhad to override the results,addingeven
more timeto the credit assessmentprocess.

e Loss Given Default (LGD) scoring tool: the bank was using
a corporate LGD modelwhich wasyieldingunreliable
results

e Client support: the credit risk team reportedlonger than
preferable wait times to access support.

¢ Overalltime commitment: the overall process was
cumbersome;the bank was looking for afasterand more
reliable solution.

Theclient’s risk management group looked to Market Intelligence
fora solution thatwould address its needs.

The existing Project
Finance solution the
bank was using was
more than 10 years
old and was lacking
aProject Finance
specific LGD

solution.
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The Solution

Market Intelligence recommendedthe Project Finance Credit AssessmentPD and LGD Scorecards, an Excel -
based suite credit scoring solution enabling users to:

éa Assign credit scores to the bank’s entire Project Finance portfolio

Our Project Finance Scorecard offers broad and globalscope of applicationincluding:

+ Power Generation and Transmission projects, including wind, hydro, biomass, nuclear
and solarthermal

« Transportation projects, including tollroads, bridges, tunnels and ports
+ Oiland Gas projects, including refinery processing, pipelines and storage

+ Public Private Partnership / Private Finance Initiative projects, includingschools,
stadiums, hospitals,and museums

+ Generic projects that do not fitin the any of the categories above

m Assess and score construction risk

The Project Finance PD Scorecard derives an SACPscore for the operations risk ofa
project. The operations phase SACP reflects ourassessmentofthe likelihoodthat a
project would meetits financial commitmentsduringtheoperations phase.
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Assess and score operations risk
Exy ]

The Project Finance PD Scorecard derives a standard-alone credit profile (SACP) score for
the construction risk of a project. The construction phase SACP assessesthe likelihood
thata project will be adequately funded to be built and completed on time and within
budget, and that the project will be capable of operating as designed and as expected.
Once completed the emphasis shifts to the operations risk.

Estimate Project LGD

o

The Project Finance LGD Scorecard provides an LGD credit risk assessment framework
which enables estimation ofindividual project specific LGDs.
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Key Benefits

The Project Finance PD and LGD Credit Assessment Scorecards have a global scope of application and are
designed to address all major segments and sub-segments of Project Finance transactions. Key benefits
include:

e Productivity gains with afully developed and globally implemented project finance scoring
solution.

e Reliably assess sponsor’s impact on project credit risk, which depends on the sponsor’s role
and expertise in that role.

e Improve assessment of Greenfield projects based on dedicated assessment framework for
construction risk.

e Estimate project-specific LGD based on the economic value of the project, which in general
tends to be lower than average LGD of corporate Small and Medium Enterprises.

e Methodology transparency of the Scorecard including all risk factors, weights, benchmarks,
and scoring algorithms.

e Training and ongoing analytical assistance to help groups understand the range of available
capabilities and continue to get the most out of the solutions.

e Quicklygetup to speed in project finance credit analysis with our easy to use Scorecard User
Guides and 24/7/365 global customer support team.

e Validation support through annual technical documentation that explains Scorecard
methodology and testing.

e Extensive coverage and continually growing database of Project Finance transactions
managed through our Project Finance consortium.

Click here to learn more about the Project Finance Credit Assessment Scorecards
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