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【Assignment of Ratings (Formal)】 

Goldman Sachs Japan Co., Ltd. 
JAG Mega Solar Project 3 Class B Beneficial Interest: A 
JAG Mega Solar Project 3 Class B ABL: A 

 

 
    Rating and Investment Information, Inc. (R&I) has announced the following ratings.  
 
 

１．OUTLINE OF THE STRUCTURE 
The rating is for the project finance deal backed by the solar power project in Oi Town, Ashigarakami 

District, Kanagawa. 
 

２．CREDIT RATING 
 

INSTRUMENT NAME JAG Mega Solar Project 3 Class B Beneficial Interest 
RATING ACTION Assignment of a rating 
R&I RATING Long-term Issue Rating ／ A 
NOTE The rating is an assessment of the probability that the principal and interest 

will be paid fully by the trust expiration date. 
 

INSTRUMENT NAME JAG Mega Solar Project 3 Class B ABL 
RATING ACTION Assignment of a rating 
R&I RATING Long-term Issue Rating ／ A 
NOTE The rating is an assessment of the probability that the principal and interest 

will be paid fully by the final repayment date. 
 

 

３．ABOUT INSTRUMENT 
 

TRUSTOR Goldman Sachs Japan Co., Ltd. UNDERLYING
ASSET 

Project Asset 

TRUSTEE Shinsei Trust & Banking Co., 
Ltd. 

SPONSOR JAG Energy Co., Ltd. 
 

INSTRUMENT NAME 
AMOUNT 
(CURRENCY) 

Sub.  
Ratio 
(*1) 

Date of  
 Issue 
 Sched. Maturity 
 Legal Maturity 

Redemp- 
tion 
(*2) 

Coupon 
Type/Rate

JAG Mega Solar Project 3 
Class B Beneficial Interest 

Yen 3,000,000,000
(JPY)

－ Jul 16, 2014
－

Jul 18, 2034

－ －

－

JAG Mega Solar Project 3 
Class B ABL 

Yen 490,000,000
(JPY)

－ Jul 16, 2014
－

Jul 18, 2034

－ －

－

  (*1) Sub. Ratio: Subordination Ratio 
 (*2) Redemption Method 
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<Flow of Scheme> 
(1) The Trustor acquires the trust beneficial interest issued by the Trustee based on a trust agreement. 
(2) Investors either extend an ABL to the Trustee, or purchase the trust beneficial interest from the Trustor. 
(3) Subject to conditions precedent, including (1) completion of the transfer of photovoltaic (PV) power 

generation assets to the Godo Kaisha (limited liability company, GK), and (2) commencement of power 
supply to the electric power company pursuant to the Power Purchase Agreement (PPA), the Trustee 
extends the funds received from investors to the GK (GK loan).  

(4) The GK supplies electricity to the electric power company and the electric power company in turn makes 
payments to the GK, pursuant to the PPA. The funds are used to pay the Trustee semi-annual interest 
and principal on the GK loan.  

(5) The Trustee uses the funds collected on the GK loan to pay semi-annual interest and principal to 
investors.  

(6) The rated instruments receive principal payments when principal is paid on the GK loan. Interest 
payments may be deferred.  

(7) When Tokumei Kumiai (silent partnership, TK) dividends are undistributed for four or more consecutive 
half-year periods due to deal underperformance, such as the DSCR (Debt Service Coverage Ratio) 
falling below a specified level, the cash reserved for TK dividends will be used to partially prepay the GK 
loan.  

 
 

４．RATIONALE FOR RATING 
 

(1) Risk Factors 
The major risks associated with this transaction are described below. 

 
<Risks associated with the transaction structure> 

i) Bankruptcy remoteness of SPV (Trust) 
ii) Bankruptcy remoteness of SPV (GK) 
 

<Risks associated with the underlying asset (business)> 
iii) Risk of sponsor default 
iv) Risk regarding the default and operations of AM and O&M  
v) Risk of off-taker default 
vi) Risk of accidents and natural disasters 
vii) Risk of module manufacturer default 
viii) Risk of decrease in cash flow 

 
(2) Analysis of Risk Factors 

i) Bankruptcy remoteness of SPV (Trust) 
 R&I deems the SPV (Trust) to be highly bankruptcy remote, for the following reasons: 

a) The SPV takes the form of a trust, hence, risks regarding capital relationship are absent. 
b) The SPV takes the form of a trust, hence, risks regarding personal relationship are absent. 
c) Business risk is limited, given the objective of the trust.  
d) There is a high degree of ring-fence, given that the trust assets are segregated and managed 

separately from the Trustee’s own assets.  
e) ABL/ trust beneficial interest investors have agreed to limited recourse and non-petition provisions 

regarding the ring-fence of the Trust. 
f) The ABL allows for interest payments to be deferred. Moreover, principal payments will be made 

only when the principal of the GK loan is repaid.  
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ii) Bankruptcy remoteness of SPV (GK) 
 R&I deems the SPV (GK) to be highly bankruptcy remote, for the following reasons: 

a) GK paid-in capital is provided by a General Incorporated Association (GIA).  
b) The GK member is a GIA, and the executor of member is dispatched from independent parties with 

no capital relationship with the sponsor.  
c) The parties involved in the GK scheme have abandoned the rights of enforcement against GK 

assets. They have also agreed not to declare bankruptcy against the GK.  
d) The functions of the GK are limited to those related to the PV power generation business. 
e) The GIA is a bankruptcy remote corporation, and all members are dispatched from independent 

parties with no capital relationship with the sponsor.  
 
iii) Risk of sponsor default 
 In consideration of the role and substitutability of the sponsor and its group companies, R&I deems the 
risk of business disruption due to sponsor default to be low.  
 
iv) Risk regarding the operations of AM and O&M 
 The AM is responsible for services pertaining to investment, development, operation, management and 
electricity sales of the PV power plant. Meanwhile, the O&M is responsible for the operations and 
maintenance of the PV power plant. Should the AM/ O&M lack the capabilities and/or the proper structure 
to sufficiently perform their role within the transaction scheme, the cash flow of the business may be 
reduced.  
 In this transaction, the AM and O&M are group companies of the sponsor. R&I reviewed the companies’ 
performance track record and experience, and conducted due diligence. Based on the results, R&I 
believes that the AM and O&M have adequate capabilities and operational structures.  
 In light of the substitutability of the AM and O&M, and the existence of a back-up AM and O&M, R&I 
deems the risk of business disruption due to the default of AM/ O&M to be low.  
 
v) Risk of off-taker default 
 The GK receives payments from the electric power company pursuant to the Power Purchase 
Agreement (PPA). In the event of a default of the electric power company, the PPA will be cancelled, 
which may result in a reduction in project cash flow. According to “the Act on Special Measures 
Concerning the Procurement of Renewable Electric Energy by Operators of Electric Utilities”, when an 
electricity producer requests to sign a PPA with an electric power company, the electric power company is 
obliged to accept this request. Also, given the public nature of electric power companies, it is difficult to 
assume a situation where there is no alternative electric power company to sign a PPA in place of the 
defaulted electric power company. As such, R&I deems the risk of business disruption due to the default of 
the electric power company to be low.  

 
vi) Risk of accidents and natural disasters 
 Damage to project assets and business disruption, due to events such as accidents and natural 
disasters, would result in a reduction in project cash flow. R&I examined independent reports and public 
data, and conducted an on-site inspection. Based on these results, and in light of insurance coverage for 
losses due to accidents/natural disasters and cash reserves provided in the transaction structure, etc., R&I 
deems the risk of accidents/ natural disasters to be low.   
 
vii)  Risk of module manufacturer default 
 The module manufacturer guarantees the power output of the PV modules throughout the life of the 
transaction. R&I reviewed the quality of the modules through an independent report, and took module 
degradation risk into consideration in the ratings analysis. Hence, an event of default of the module 
manufacturer should not have any direct impact on the transaction’s performance. However, there is 
insufficient track record, both in Japan and overseas, regarding operation of large-scale industrial PV 
systems over a long period. Therefore, R&I relies on the power output guarantee provided by the module 
manufacturer to support the transaction in case of significant deterioration in module quality, such as PID 
(potential induced degradation).  
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In light of the creditworthiness of the module manufacturer, it is unlikely that the risk of manufacturer 

default will jeopardize the stability of the business, at least at present. R&I may reflect the risk of cash flow 
disruption due to an event of module manufacturer default in the transaction rating, should the credit 
quality of the module manufacturer deteriorate significantly in the future.  

 
viii) Risk of decrease in cash flow 

R&I assessed various risk factors, such as location, quality of the power generation equipment, validity 
of the business plan, potential decrease in solar irradiation, module degradation, request from the off-taker 
to reduce power output, rise in operating expense/ renewal investment, and inflation risk. R&I also noted 
the transaction structure, which allows for interest and principal payments to be deferred up to the final 
repayment date. Based on these factors, R&I conducted a cash flow analysis under the standard and 
stress scenarios to ensure that DSCR remains above a certain level.  

 
(3) Comprehensive Evaluation 

Based on a comprehensive evaluation, R&I has assigned the Long-term Issue Rating on the rated 
instrument.  

 
 

5．RATING METHODOLOGY 
The primary rating methodologies applied to these ratings are: 

Announced in TITLE 
April 2014 Chapter 1: General 
April 2014 Chapter 2: Particulars: Risks regarding structure 
April 2014 Chapter 3: Particulars: Risks regarding underlying assets 

  Subchapter 19: Project assets (including PFI) 
April 2014 Chapter 4: Particulars: Cash flow risk 

  Subchapter 4: Analysis method for project finance 
 
The above rating methodologies are available at R&I's website: 
 
http://www.r-i.co.jp/eng/sf/about/methodology/index.html 
http://www.r-i.co.jp/jpn/sf/about/methodology/index.html 

 


