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DRAFT: SUBJECT TO REVISION

Infrastructure Finance (Capital Budgeting and Finance)

Tuesdays: 4:30 PM to 7:00 PM

Starting August 26 and ending December 2, with Final Exam on December 9 2003.

Financing major facilities and projects is a major issue in public policy. The design and
implementation of public works projects are vital, not only to economic development, but also to
sustaining commerce and providing for everyday life. This course deals with the planning,
budgeting and financing of capital projects, otherwise known as infrastructure. Such areas as air,
water and surface transportation, public utilities, and other major public works are covered.
Because these investments require large amounts of capital, considerable emphasis is placed on
the accessing of the private capital markets for the funding of projects, as well as various
domestic and international loan and grant programs. While much of the subject matter deals with
the United States, the perspective is both domestic and international. Both public and private
facilities and financing are studied. Case study projects and specific transactions will be
examined and analyzed.

Subjects Covered

0 Fundamentals of Capital Project Financial Planning and Analysis
Concepts of economic and financial returns, cost of capital, discounting, risk and reward

o Capital Budgeting in Government and the Firm
Decisionmaking over time, choice among alternatives, differences and similarities in
public and private sectors

0 Sorting Through Various Operating and Financing Structures
Government — owned, Privately — owned, and mixed
Project Finance Structures
International Experiences and Perspectives

0 Sources of Capital
Concept of security and creditworthiness
The financial markets and banks
Intergovernmental grants
The roles of equity, public and private

0 The U.S. Municipal Bond Market
The structure and operation of the market
How deals and developed and structured
Credit ratings and enhancements

0 International and Emerging Capital Markets
Structure and Operation
Problems and solutions
Growth and Future Prospects

0 Transportation Finance
Highways and Toll Facilities
Airports, Ports and Terminals
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0 Environmental and Energy Finance
Water supply and sewer
Power Electric/Gas

0 General Government (tax-supported) and other facilities
Schools and other tax-supported uses of funds

0 Economic and Community Development
Value-capture and various subsidized mechanisms
Real estate markets and project finance issues

0 Doing Deals:
Nuts and Bolts of Project Structuring and Negotiation
Issues in privatization and public/private co-operation

Sources and Readings
(These are under study and will be provided by August 1, 2003)
Preliminary selections are:
Bond Market Association. Fundamentals of Municipal Bonds (2001)
Standard & Poors, Inc. Municipal Bond Rating Criteria  (2003)
Ashoka Mody (ed.) Infrastructure Delivery EDI Development Studies, World Bank
(1996)
There will be selected readings and website references

General Structure and Grading
The course will consist of both lecture and class discussions and presentations.
There will be a written quiz (1-hour) and a final exam (2-hour) and an assigned
paper/project, the nature of which is to be determined. Weights for the course grade are planned to
be as follows:*

Quiz 15%
Research Project 30%
Class Participation 10%
Class Presentation 10%
Final Examination 35%

! Where letter or numeric grades are used, the following is the sequence of equivalence:
A+:98-100, A: 92-97.9 A-: 90-91.9  B+: 88-89.9, B: 82-87.9, B-: 80-81.9 C+: 78-79.9. C: 72-77.9, C-:
70-71.9



