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Structured	Financing	for	Projects	Outside	the	Realm	of	Normal	Banking	

Structured	financing	refers	to	the	creation	of	complex	financial	products	designed	to	provide	
funding	for	projects	that	fall	outside	the	scope	of	traditional	banking	channels.	These	financing	
solutions	 are	 particularly	 useful	 for	 high-risk,	 large-scale,	 or	 unique	 projects	 where	
conventional	loans	or	equity	investments	may	not	be	suitable.	Instead	of	relying	on	standard	
bank	 loans	or	 traditional	 financing	methods,	 structured	 financing	often	 involves	customizing	
financial	instruments	to	meet	the	specific	needs	of	a	project	or	business.	

Key	Features	of	Structured	Financing:	

1. Risk	 Management:	 Structured	 financing	 solutions	 are	 often	 used	 to	 manage	 and	
mitigate	risks	in	projects	where	traditional	lenders	may	be	hesitant	to	provide	funding.	
By	 designing	 customized	 financing	 structures,	 lenders	 and	 investors	 can	 control	 the	
level	of	risk	exposure	while	enabling	the	project	to	proceed.	

2. Capital	 Access	 Beyond	 Traditional	 Bank	 Lending:	 Projects	 that	 are	unable	 to	 secure	
funding	 from	 traditional	banks,	whether	due	 to	 their	unconventional	nature,	 size,	or	
perceived	 risk,	 can	 benefit	 from	 structured	 financing.	 This	 form	 of	 financing	 allows	
businesses	 or	 project	 sponsors	 to	 access	 capital	 from	 alternative	 sources,	 such	 as	
institutional	investors,	private	equity	firms,	or	other	non-bank	financial	entities.	

3. Tailored	 Financial	 Solutions:	 Structured	 financing	 provides	 flexibility	 by	 tailoring	
financial	instruments	to	the	specific	needs	of	the	project.	This	may	include	the	use	of	
debt,	 equity,	 or	 hybrid	 instruments,	 as	well	 as	 the	 combination	 of	multiple	 financial	
tools,	to	ensure	the	optimal	financing	arrangement.	

Types	of	Structured	Financing:	

1. Mezzanine	 Financing:	 Mezzanine	 financing	 is	 a	 hybrid	 between	 debt	 and	 equity	
financing.	It	typically	involves	the	issuance	of	subordinated	debt	that	may	be	converted	
into	 equity	 under	 certain	 conditions.	Mezzanine	 financing	 is	 often	 used	 in	 leveraged	
buyouts	(LBOs)	or	other	high-risk	ventures.	The	investor	receives	interest	payments	on	
the	debt	and	may	also	participate	in	the	project’s	upside	through	equity	participation.	

o How	it	Works:	
§ The	 project	 sponsors	 issue	 mezzanine	 debt,	 often	 to	 institutional	

investors,	in	exchange	for	funding.	
§ The	 lender	may	 also	 receive	warrants	 or	 convertible	 securities,	 which	

give	them	the	option	to	convert	the	debt	into	equity	in	the	future.	
§ The	project	sponsors	benefit	from	access	to	capital	without	needing	to	

give	up	too	much	ownership	control.	
2. Project	Financing:	Project	financing	involves	the	creation	of	a	separate	legal	entity	to	

manage	the	financial	aspects	of	a	specific	project,	such	as	the	development	of		
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infrastructure	or	 large-scale	 construction.	This	 is	often	used	 for	projects	 that	 require	
significant	capital	investment,	such	as	energy,	mining,	or	real	estate	developments.	

o How	it	Works:	
§ The	 financing	 is	 secured	 by	 the	 future	 cash	 flows	 generated	 by	 the	

project	rather	than	the	creditworthiness	of	the	project	sponsor.	
§ This	 allows	 investors	 to	 focus	 on	 the	 viability	 and	 profitability	 of	 the	

project	 itself,	 with	 less	 concern	 for	 the	 sponsor's	 existing	 financial	
position.	

§ The	 project	 entity	 is	 typically	 structured	 as	 a	 special	 purpose	 vehicle	
(SPV)	that	raises	capital	through	debt	or	equity	to	fund	the	project.	

§ Lenders	or	investors	rely	on	the	projected	revenues	from	the	project	to	
repay	the	financing.	

3. Private	 Equity	 Investment:	 Private	 equity	 firms	 often	 provide	 financing	 for	 projects	
that	 are	 outside	 the	 purview	 of	 traditional	 banking,	 especially	 for	 businesses	 or	
projects	 that	 require	 significant	 capital	 for	 expansion,	 restructuring,	 or	 innovation.	
Private	equity	 investments	typically	 involve	the	 investor	taking	an	ownership	stake	 in	
the	project	or	business.	

o How	it	Works:	
§ The	private	equity	 firm	 invests	capital	 in	exchange	 for	a	percentage	of	

equity	ownership	or	other	financial	arrangements.	
§ This	form	of	financing	is	particularly	useful	for	start-ups	or	high-growth	

projects	 that	 require	 capital	 to	 scale	 but	 are	 unable	 to	 secure	
conventional	loans.	

§ Private	equity	investors	are	typically	more	willing	to	take	on	higher	risks	
in	exchange	for	higher	returns.	

4. Crowdfunding:	Crowdfunding	is	a	newer	form	of	financing	where	funds	are	raised	from	
a	 large	number	of	 small	 investors	or	 contributors,	 typically	via	online	platforms.	This	
method	is	 increasingly	popular	for	small-to-medium	projects,	especially	 in	creative	or	
entrepreneurial	sectors.	

o How	it	Works:	
§ The	 project	 or	 business	 sets	 a	 funding	 goal	 and	 solicits	 contributions	

from	 a	 broad	 group	 of	 individuals,	 often-offering	 rewards,	 shares,	 or	
other	incentives.	

§ Crowdfunding	allows	projects	to	gain	financial	backing	from	the	public,	
bypassing	traditional	financial	institutions.	

§ This	approach	is	particularly	useful	for	projects	with	a	strong	community	
or	 consumer	 base,	 such	 as	 tech	 start-ups,	 social	 ventures,	 or	 artistic	
endeavours.	

5. Asset-Backed	 Financing:	 In	 asset-backed	 financing,	 the	 project	 or	 business	 uses	 its	
assets	 as	 collateral	 to	 secure	 funding.	 This	 could	 include	physical	 assets	 such	 as	 real	
estate,	machinery,	or	intellectual	property.	The	key	benefit	of	this	approach	is	that	it		
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allows	projects	 to	 access	 capital	 based	on	 the	 value	of	 their	 assets	 rather	 than	 their	
creditworthiness.	

o How	it	Works:	
§ The	project	uses	tangible	or	intangible	assets	as	collateral	for	a	loan.	
§ The	 lender	may	 be	 a	 private	 investor,	 hedge	 fund,	 or	 other	 non-bank	

financial	entity	that	is	willing	to	accept	the	risk	of	the	assets	as	security.	
§ The	financing	is	repaid	over	time	using	the	proceeds	from	the	project	or	

the	ongoing	use	of	the	asset.	

Benefits	of	Structured	Financing:	

1. Flexibility	 and	 Customization:	 Structured	 financing	 allows	 the	 creation	 of	 tailored	
solutions	that	meet	the	unique	needs	of	a	project.	Unlike	traditional	bank	loans,	which	
have	 rigid	 terms	and	conditions,	 structured	 financing	can	adapt	 to	 the	project's	 cash	
flow,	timeline,	and	risk	profile.	

2. Access	 to	 Non-Traditional	 Capital:	 Many	 projects,	 especially	 those	 in	 emerging	
markets	 or	 industries	 with	 high	 risk,	 cannot	 access	 traditional	 bank	 financing.	
Structured	 financing	 opens	 the	 door	 to	 non-bank	 sources	 of	 capital,	 such	 as	
institutional	investors,	venture	capital	firms,	or	private	equity	investors.	

3. Risk	Allocation:	Structured	financing	allows	for	a	more	precise	allocation	of	risk	among	
the	different	parties	involved.	This	means	that	investors	can	take	on	specific	risks	that	
align	with	 their	 risk	 appetite,	while	 project	 sponsors	 can	 retain	 control	 over	 aspects	
they	are	best	positioned	to	manage.	

4. Non-Dilutive	Financing	Options:	For	businesses	or	projects	that	want	to	retain	control	
and	avoid	dilution	of	ownership,	structured	financing	can	provide	non-dilutive	options.	
Instruments	 like	mezzanine	 financing	 or	 asset-backed	 loans	 allow	 projects	 to	 secure	
funding	without	giving	up	significant	ownership	stakes.	

5. Greater	 Control	 Over	 Terms:	 With	 structured	 financing,	 businesses	 and	 project	
sponsors	 often	 have	more	 control	 over	 the	 terms	 of	 the	 financing,	 such	 as	 interest	
rates,	repayment	schedules,	and	covenants.	This	level	of	control	is	often	not	available	
in	traditional	bank	financing	arrangements.	

Challenges	and	Considerations:	

1. Complexity:	 Structured	 financing	 can	 be	 more	 complex	 than	 traditional	 financing,	
requiring	 specialized	 expertise	 to	 create	 and	 manage.	 The	 terms	 and	 conditions	 of	
structured	 deals	 must	 be	 carefully	 negotiated	 and	 tailored	 to	 the	 specific	 project,	
which	can	increase	the	time	and	costs	involved.	

2. Higher	Costs:	While	structured	financing	can	provide	access	to	capital,	it	often	comes	
at	 a	 higher	 cost.	 Investors	may	 demand	 higher	 returns	 for	 taking	 on	 additional	 risk,	
which	can	result	in	higher	interest	rates,	equity	dilution,	or	other	fees.	
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3. Legal	 and	 Regulatory	 Risks:	 Because	 structured	 financing	 involves	 unique	 legal	
structures	 and	 instruments,	 it	 is	 subject	 to	 complex	 regulatory	 and	 compliance	
requirements.	It	is	essential	to	ensure	that	all	legal	and	regulatory	obligations	are	met	
to	avoid	potential	disputes	or	penalties.	

Conclusion:	

At	Ascendancy	Advisors	Limited,	we	provide	structured	financing	solutions	that	serve	as	a	vital	
alternative	 to	 traditional	 bank	 loans	 for	 projects	 that	 fall	 outside	 the	 scope	of	 conventional	
banking.	 By	 utilizing	 customized	 financial	 instruments	 such	 as	 mezzanine	 financing,	 project	
financing,	private	equity	investments,	crowdfunding,	and	asset-backed	financing,	we	empower	
businesses	 and	 project	 sponsors	 to	 access	 the	 capital	 they	 need	while	mitigating	 risks	 and	
addressing	their	unique	financial	requirements.	Our	expertise	is	particularly	valuable	for	high-
risk,	 large-scale,	or	unconventional	projects,	where	flexibility	and	 innovation	are	essential	 to	
achieving	 success.	 Ascendancy	 Advisors	 Limited	 is	 committed	 to	 delivering	 tailored	 funding	
structures	that	drive	our	clients’	ambitious	ventures	forward.	


