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【Assignment of a Rating (Preliminary)】 

Goldman Sachs Japan Co., Ltd. 
Etrion Green Project Bond Trust (Niigata) ABL/Beneficial Interest: BBB 

 

 
    Rating and Investment Information, Inc. (R&I) has announced the following preliminary rating. 
    It should be noted that the rating is a preliminary rating, and R&I will conduct a final review of various 
points, including the content of agreements entered into, and issue its formal rating. 
 

１．OUTLINE OF THE STRUCTURE 
The rating is for the project finance deal backed by the solar power project in Agano City, Niigata. 

 

２．CREDIT RATING 
 

INSTRUMENT NAME Etrion Green Project Bond Trust (Niigata) ABL/Beneficial Interest 
RATING ACTION Assignment of a rating 
R&I RATING(Prelim) Long-term Issue Rating ／ BBB 
NOTE The rating is an assessment of the probability that the principal and interest 

will be paid fully by the trust expiration date. 
 

 

３．ABOUT INSTRUMENT 
 

TRUSTOR Goldman Sachs Japan Co., Ltd. UNDERLYING 
ASSET 

Project 

 

INSTRUMENT NAME 
AMOUNT 
(CURRENCY) 
(*3) 

Sub.  
Ratio 
(*1) 

Date of  
 Issue 
 Sched. Maturity 
 Legal Maturity 

Redemp- 
tion 
(*2) 

Coupon 
Type/Rate 

Etrion Green Project 
Bond Trust (Niigata) 
ABL/Beneficial Interest 

Yen 16,000,000,000 
(JPY) 

－ Jun 10, 2019(*3) 
－ 

Mar 30, 2040(*3) 

－ － 
－ 

(*1) Sub. Ratio: Subordination Ratio 
(*2) Redemption Method 
(*3) The Amount, the Date of Issue and the Legal Maturity are provisional and subject to change 

 
<Outline of Scheme> 
【Initial】 
① The Trustor will obtain the beneficial interest in exchange for cash entrusted. 
② Investors will either provide ABL to the Trustee or purchase the beneficial interest from the Trustor. 
③ The Trustee will lend the entrusted cash to the Godo Kaisha (GK loan). The Godo Kaisha will receive 

the entrusted cash to finance the development of the PV power generation plant. 
 
【During the construction period】 
④ The cash entrusted to the Godo Kaisha (GK) will be held in a loan reserve account and withdrawn as 

needed in accordance with the provisions of the GK Loan Agreement. Withdrawal of loan proceeds is 
subject to the Trustee’s approval following confirmation that all preconditions are satisfied. 

⑤ Loan proceeds are withdrawn by the GK (Godo Kaisha) during the construction period (investors take 
completion risks). 
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【After completion of construction】 
⑥ The GK (Godo Kaisha) supplies generated electricity to utility companies and the utility company pays 

cash for the electricity purchased from the SPV, pursuant to the Power Purchase Agreement (PPA). 
⑦ The GK (Godo Kaisha) uses cash flow from the sale of electricity after paying for operational expenses, 

etc. to repay the principal and interest of the GK loan semi-annually. 
⑧ The Trustee uses the principal and interest from the GK loan it receives to repay the principal and 

interest to investors semi-annually. 
⑨ The principal of the rated beneficial interest/ABL will be repaid when the GK loan principal is repaid. 

Interest payments are deferrable. 
⑩ If Debt Service Coverage Ratio (DSCR) falls short of a threshold for two consecutive half-year business 

periods, dividend payment shall be suspended. If dividend payment is suspended for four or more 
consecutive half-year business periods, remaining funds in the revenue account shall be used for the 
premature payment of a part of GK loan. 

 

４．RATIONALE FOR RATING 
4－1．Risk Factors 
The major risks associated with the transaction are described below: 
 
<Risks regarding structure> 

① Bankruptcy remoteness of SPV (Trust) 
② Bankruptcy remoteness of SPV (GK) 

 
<Risks regarding the underlying asset (project)> 
③ Sponsor’s willingness and capability (expertise, operating structure, track record) and business 

continuity in case of sponsor bankruptcy  
④ Appropriateness of business plan 
⑤ Acquisition of ownership or leaseholds of project site, administrative permits and approvals, etc. 
⑥ Construction risks 
⑦ Business operation and management 
⑧ Revenues and expenses 
⑨ Accidents and natural disasters, etc. 

 
4－2．Analysis of Risk Factors 

① 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. 
 

② Bankruptcy remoteness of SPV (GK)  
 R&I deems the SPV (GK) to be highly bankruptcy remote, for the following reasons:  

a) Limited company paid-in capital is provided by a General Incorporated Association (GIA) and AM 
servicer. GIA, one of the contributors of GK, will be the only executive member of the GK (Godo 
Kaisha).  

b) Contributors of GK is GIA, and its director are dispatched from independent parties which have 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 business of the GK is limited to those related to the PV power generation project.  
e) The GIA is a bankruptcy-remote corporation, and all members are dispatched from independent 

parties which have no capital relationship with the sponsor.  
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③ Sponsor’s willingness and capability (expertise, operating structure, track record) and business 

continuity in case of sponsor bankruptcy 
 The sponsor of this project shall be Etrion Services Japan KK. Etrion Services Japan KK is 

involved in this project throughout the period by conducting AM operations and developing the 
project, etc. 

 Etrion Corporation (established in 2009), the parent company of Etrion Services Japan KK, is 
a member of the Lundin Group of companies (consisting of 13 companies mainly conducting 
mining business in South America and Africa, oil & gas business in North America and Europe, 
etc. and PV power business (Etrion Corporation) in Japan, Italy (previously, sold in 2016) and 
Chile). Etrion Corporation through its subsidiaries started its Japanese business in 2012, and 
has developed PV power plants of a total of approximately 57MW in power generation 
capacity. Its business policy is basically to conduct development, selection and management 
of EPC contractor and operations on its own, instead of purchasing PV power plants in the 
secondary market. Hence, Etrion Services Japan KK is considered to have adequate expertise 
and a sufficient track record in the PV power generation business. Also, given the role and 
substitutability of the sponsor in the project, R&I considers the impact of sponsor default on the 
continuity of the project is expected to be limited. 

 
④ Appropriateness of business plan 

 Based on an evaluation of various risk factors, including the project’s business continuity, cash 
flow fluctuation and event risks, R&I considers the business plan to be valid and executable.  

 
⑤ Acquisition of ownership or leaseholds of project site, administrative permits and approvals, etc.  

 R&I reviewed the status of the measures necessary to execute the project, including the 
acquisition of rights to use the project site for the duration of the project, acquisition of 
necessary permits and approvals, and explanations to local residents. Based on the review, 
R&I deems the probability of the execution or continuity of the PV power generation project 
being hindered to be low, from the perspective of the acquiring of rights to use the project site, 
permits and approvals, and so on.  

 
⑥ Construction risk 

 R&I has reviewed the business plan, EPC service provider’s track record/capability, project 
developers’ track record/capability, and location of the plant, as well as independent reports, 
interviews with the major stakeholders and on-site investigations, among others, regarding the 
PV power plant. In addition, TUV Rheinland, a technology consultant, will conduct on-site 
investigations when designated milestones are achieved during the construction period 
(including the time of completion). Based on a comprehensive evaluation, R&I believes that 
the PV power plant is highly likely to achieve sufficient functionality, reliability, durability and 
robustness. 

 Four project developers and one EPC service provider have been selected for this project. 
Based on the evaluation of the track record and experience of the above parties, and the 
results of the due diligence, R&I deems the project developers and the EPC service provider 
to have sufficient operational capabilities and structures to execute the project. In addition, 
they have already fulfilled their roles in some activities. Even if any project developer defaults 
during the construction period, the AM service provider could deal with this within its business 
scope. 

 In this transaction, EPC service provider will be responsible for civil engineering construction. 
Current phase is just starting the construction; investors incur construction completion risks 
because the GK loan proceeds will be withdrawn before the construction is completed. The 
completion of construction of the power plant shall be guaranteed by EPC service provider 
(EPC service provider, if liable, will 1) pay a penalty for time overruns, and 2) not request 
additional payments in the case of a cost increase). 
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 R&I examined the feasibility of completing the power plant if EPC service provider needs to be 

replaced due to the default thereof during the construction period. Based on a comprehensive 
review of the transferability of EPC services (including civil engineering construction 
operations) before the construction completion, the existence of alternative EPC service 
provider, monitoring and takeover system of back-up AM is prepared for replacement of EPC 
servicer based on a back-up contracting agreement, and measures to cover any cost or time 
overruns in case of EPC service provider replacement, and other factors, R&I deems the risk 
of the power plant not being completed due to an event of EPC service provider default during 
the construction period to be low. 

 Also, R&I deems the risk of time and cost overruns for which the EPC service provider is not 
liable (accidents and natural disasters, delay of grid-connected construction, etc.) during the 
construction period (excluding loss of earnings and additional costs that can be covered by 
insurance, etc.) to be low in this project.  

 
⑦ Business operation and management 
a) Operational structure of AM and O&M service providers 
 AM servicer is responsible for the decision-making and handling of operations associated with the PV 

power generation project (execution of rights and obligations stipulated in the agreements, formulation, 
operation and management of business plan, etc.) The O&M service provider is responsible for the 
operation and management of the PV power generation project. 

 AM servicer of the projectis Etrion Services Japan KK and O&M service provider is an affiliate of EPC 
servicer. R&I reviewed the companies’ track record and experience, and conducted due diligence. 
Based on the review, R&I believes that the AM and O&M service providers have sufficient operational 
capabilities and structures. 

 Given the substitutability of the AM and O&M service providers and the existence of a back-up service 
provider (including management and control of O&M service provider, etc.), R&I deems the impact of an 
AM/ O&M service provider default on the continuity of the PV power generation project to be low. 
 

 b) Capability of other major parties concerned and impact of their default 
 The module manufacturer guarantees the power output of PV modules throughout the transaction 

period. Moreover, the EPC service provider also guarantees the power output  as the module 
manufacturer during the warranty period. R&I confirmed the adequacy of module performance based on 
independent reports (including third-party certifications). Moreover, R&I takes into account module 
degradation risk in the cash flow risk analysis. Hence, an event of default of the module manufacturer 
should not have any direct impact on the PV power generation project. However, there is insufficient 
track record, in Japan as well as overseas, regarding long-term operation of large-scale industrial PV 
power generation projects. Therefore, an assessment regarding the modules’ durability pertaining to the 
risk of significant performance deterioration due to factors such as PID (potential induced degradation) 
is necessary. 

 With regard to PID and other significant degradation risks, independent certification has been obtained 
and the EPC servicer plans to visit the module factory multiple times and verify the validity of pre-
shipment inspections of products. Accordingly, the modules are considered to have certain durability. 
R&I deems the risks to be limited, taking into account the module manufacturer guarantees the power 
output of PV modules and a preventive structure such as [the withholding of dividends in case of a 
decrease in cash flow.  

 
⑧ Revenues and expenses 
 The transaction structure allows for interest and principal payments on the rated instrument to be 

deferred up to the trust expiration date. R&I evaluated the probability of full repayment of principal and 
interest on the rated instrument by the trust expiration date, by analyzing the DSCR over the full period 
of the loan (full-period DSCR).  
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 R&I evaluated various risk factors pertaining to cash flow stability, such as the risk of decrease in solar 

irradiation, module degradation, power output curtailment for the purpose of grid control, increase in 
operating expense and expenditures to keep the project’s facilities in operating condition, and inflation. 
R&I also noted the transaction structure, which allows for interest and principal payments on the rated 
instrument to be deferred up to the trust expiration date. Based on the above, R&I conducted a cash 
flow analysis under the standard and stress scenarios, and confirmed that full-period DSCR exceeds 
the threshold level.  

 Under the Act on Special Measures Concerning the Procurement of Renewable Energy by Operators of 
Electricity Utilities (Act on Renewable Energy), the electric power company, as the off-taker, is obliged 
to accept a request from a power producer to sign a PPA. In addition, given the public nature of electric 
power companies, the substitutability of the off-taker can be assumed to be high. Hence, R&I deems the 
impact of an event of electric power company default on the continuity of the PV power generation 
project to be low.  

 
⑨ Risk of accidents and natural disasters, etc. 
 R&I deems the risk of events such as accidents and natural disasters for this PV power plant to be low, 

based on independent reports, hazard information, results of site inspections, insurance coverage and 
cash reserves, among others.  
 

4－3. Comprehensive Evaluation 
Based on a comprehensive evaluation, R&I has assigned a Long-term Issue Rating (Preliminary) of BBB 

on the rated instrument. 
 

 

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

Announced in TITLE 
December 2018 Chapter 1: General 
December 2018 Chapter 2: Particulars: Risks regarding structure 
December 2018 Chapter 3: Particulars: Risks regarding underlying assets 

  Subchapter 19: Project (including PFI) 
December 2018 Chapter 4: Particulars: Cash flow risk 

  Subchapter 4: Analysis method for project finance 
 
The above rating methodologies are available at R&I's website: 
 
https://www.r-i.co.jp/en/rating/about/rating_method.html 
https://www.r-i.co.jp/rating/about/rating_method.html 
 

  
 


