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Project Financing Basics
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The Basics: What is Project Financing?

Technique for financing capital-intensive 

projects that are either difficult to support 

on a Developer’s corporate balance 

sheet or are more attractive when 

financed separately

Sponsor (the Developer) creates 

subsidiary Special Purpose Entity 

(“SPE”) to hold the project’s assets

Project  

Company

(SPE)

Sponsor

(Developer)
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The Basics: What is Project Financing?

Equity in SPE comes from Sponsor and outside parties

“Tax Equity” investor provides additional equity funding 
subject to requirements of tax equity documentation

Debt is provided to SPE based on the economic viability 
of the project and the strength of project contracts

Risks borne by project parties / counterparties key credit

Recourse limited to SPE’s assets and cash flow (not to 
Sponsor)
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Parties to the Transaction

Project Company

Legal Counsel

Independent Engineer

Market Consultants

Environmental 

Consultant

Construction Debt
� Construction Loan

� Tax Equity Bridge Loan

Warranties

Performance Guarantees

Equipment and

Material Suppliers

Fixed Price

EPC Contract

Parent Guarantor

EPC Contractor

Subcontractors

HoldCo
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Power Purchase Agreement

(PPA)

[Other Revenue Contracts]

Power

Purchaser/Offtaker

Tax Equity Facility

ECCA/LLC Agreement

Sponsor

Tax Equity 

Investor

Class A Member

Sponsor SPE

Class B Member

Insurance Consultant

Term Debt Documents
� Typically back-

leverage / Holdco

� LC Facility

� Interest Rate Swaps

Depositary

Agreement

O&M

Agreement
O&M Provider

Site Lease (Landlord); 

Other necessary site 

easements

Interconnection

Agreement (Utility)

Project-level Security 

Agreements 

(Pledges and 

Mortgages)

Admin Agent

Collateral Agent

Depositary Bank

Back-Leverage 

Pledge & Security 

Agreements
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