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Glossary 

Affermage  
contract 

A contract between public and private sector entities
encompassing infrastructure project design, construction or
operation, for a specified period of time, but excluding terms
regarding project financing. 

Capital structure The mix of various types of debt and equity capital maintained
by an entity, resulting from financing decisions. 

Community  
service obligation 

An obligation imposed on entities financing or providing goods
or services as a result of government non-commercial
objectives. 

Concession A contract granting, for a specific period of time, the right to
control and operate, and demand payment for the use of, an
infrastructure asset. 

Construction risk Risk associated with the physical construction and warranty
phases of infrastructure project development. 

Contributed asset A public infrastructure asset financed by the private sector
proponent of a property development, with ownership
subsequently residing with a public sector entity.  

Debenture A form of fixed-interest security issued by an entity in return
for medium- to long-term investment of funds. 

Demand risk Risk associated with variation of the demand for a public
infrastructure service from initial expectations. 

Economic 
infrastructure 

Physical assets available for conducting business activities,
including communications, transportation and distribution
networks. 

Equity premium The excess return that an individual stock, or the overall stock
market, provides over a risk-free rate. Since a higher rate of
return is required to entice investors to accept riskier
investments, the equity premium effectively compensates
investors participating in the equity market. 
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Finance lease An asset leasing arrangement that effectively transfers from the
lessor to the lessee most of the benefits and risks associated
with ownership of a leased asset. 

Financing The acquisition of monetary resources to undertake capital
investments. 

Financing  
vehicle 

The arrangement or method by which public infrastructure
projects are financed. 

Financing risk Risk associated with variation of the financing costs for a
public infrastructure service from initial expectations. 

Franchise An arrangement whereby a public sector entity grants an
exclusive right to a private sector entity to access, occupy,
operate and maintain public infrastructure facilities in order to
deliver services over a period of time. 

Funding The subsequent act of payment or the servicing of any debt
associated with the initial financing of public infrastructure. 

General budget 
appropriation 

The authorisation by a legislative entity that allocates a
designated amount of public finances to a government for a
specified purpose, such as public infrastructure investment. 

General obligation 
bond 

A bond secured by the taxing and borrowing power of the
issuing government, rather than from the revenue of a given
public infrastructure project. 

General-purpose 
borrowing 

Borrowing activities for the general purposes of government,
that can include financing public infrastructure. 

Hypothecated 
taxation 

The pre-commitment of taxation revenue to finance designated
expenditure, including public infrastructure investment. 

Material  
adverse event 

Any event, condition or change which materially or adversely
affects, or could be expected to materially or adversely affect,
the assets, liabilities, other financial conditions or operations of
an entity involved in financing infrastructure. 

Monoline insurer Insurer writing only a single line of insurance contract, similar
to a financial guarantee, used as credit enhancements for
securitisation transactions. 

Network risk Risk associated with network infrastructure facilities whereby
the demand of a given asset depends on decisions made with
respect to other elements of the network. 
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Off-budget 
financing 

Public infrastructure financing activities by government, and
their instrumentalities, that are not considered as part of general
budget appropriations. 

Operating lease An asset leasing arrangement under which the lessor effectively
retains most of the benefits and bears most of the risks
associated with ownership of the leased asset. 

Operating risk Risk associated with operating a service, including the potential
for systems failure. 

Public–Private 
Partnership 

An agreement between public and private sector entities on the
financing and provision of public infrastructure. 

Regulatory risk Risk associated with the potential for government legislation,
regulation and agreements to change and thus impact relevant
investment. At a broader level, it can be known as sovereign
risk, encompassing such actions as industry nationalisation.  

Revenue bond A bond issued by government that is secured from the revenues
generated by a public infrastructure project.  

Risk premium The excess return over a risk-free asset that investors require to
sufficiently compensate for the risk associated with holding the
asset. 

Security An investment instrument, other than an insurance policy or
fixed annuity, issued by a corporation, government, or other
organisation that offers evidence of debt or equity. 

Securitisation Financial transaction in which future cash flows from assets (or
insurable risks) are pooled, converted into tradable securities
suitable for capital market investment. The assets are
commonly sold to a special-purpose entity, which purchases
them with cash raised through the issuance of beneficial
interests (usually debt instruments) to third-party investors. 

Social  
infrastructure 

Physical assets that support the social development of a
community, including education, health and public housing
facilities. 

Specific-purpose 
borrowing 

Borrowing activities for specific purposes, including the
financing of public infrastructure investments. 

Specific-purpose 
levy 

A levy or charge imposed for a specific purpose, including the
financing of public infrastructure assets. 
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Strategic alliance An agreement between two or more organizations to cooperate
in a specific business activity, so that each benefits from the
strengths of the other. Strategic alliances involve the sharing of
knowledge and expertise between partners as well as the
reduction of risk and costs in areas such as relationships with
suppliers and the development and procurement of new
products and technologies. 

Systematic risk Risk associated with the portion of an infrastructure
investment’s total risk that cannot be avoided by combining it
with other investments in a diversified portfolio. It is measured
as the correlation of the return on a security with the returns on
the broad market. 

Take-or-pay 
contract 

Agreement between a buyer and seller in which the buyer will
pay some amount even if the product or service is not provided.

Tax arbitrage Trading that takes advantage of a difference in tax rates or
systems as a basis for profit. 

Tax-credit bond Bond issued by a government, whereby the tax liability
imposed with respect to interest payments are reduced by an
amount equal to the specified tax credit. 

Tax-exempt bond A bond, issued by a government, whereby interest payments
are not subject to federal income tax and/or sub-national
income tax. 

Technological risk Risk associated with technological change that could render
existing infrastructure obsolescent or stranded. 




