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The risk and the real option of the PFI project
~Follow the example of Melbourne City Link~

By Takashi Kataoka, Masaki Arioka

In late years the annual growth of the PFI cases in Japan tends to stagnate. Compared with foreign
countries, we still have the potential to expand the market of the PFI by introducing infrastructure
project or operational main project. However, many risks are transferred to private sector like these
projects, so they need to have an ability to deal with risks well. The example of overseas Melbourne
City Link that is constructing infrastructure and operational main project controls risks by taking a
flexibility of the management. This example has the real option’s concept in a contract that attracting
attention recently. There are two options in this example, they are able to deduce a project risk and
raise business value. Also the real option can be effective as new method to allocate risks between the
public and private sectors. Therefore we have to consider introducing the real option into our PFI
projects in future. For that purpose, we must solve an option setting and a premium problem, and it is

: necessary to analyze this example more.
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