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Summary

This paper specifies the public finance for socia infrastructure in Japan and the Revenue Bonds
scheme in the United States, and suggests how the Revenue Bond scheme can be introduced into
Japan, based on the comparative analysis and case studies in these two countries. We also make
investigation and analysis of Japanese municipal bonds and PFl cases. Revenue Bonds are the
important securities in the municipal bond markets. The principal and interest repayments of
Revenue Bonds depend on only its own revenue stream. This is the most important difference
compared with Japanese municipal bonds, which are guaranteed by national government credit and
less effectively disciplined by financial market mechanism.

We put emphasis on disciplined efficiency and marketable attractiveness for investors and
issuersin public finance, especialy when the fiscal situations of national and local governments are
severe as those in Japan. The Revenue Bonds scheme is effective on the ground that investors
evaluate and monitor projects in terms of profitability, stability and attractiveness. On the other
hand issuers take care of efficient management for social infrastructure. The incentive mechanism
embedded in Revenue Bonds works with various sub-systems --- tax, information disclosure,
bankruptcy law, etc. Additionally mono-line insurers, rating companies and institutional investors
also play important roles.

Recently Japanese public finance for social infrastructure has been progressed and diversified
by PFI, PPP and some target bonds. Revenue Bonds will be new and effective tools for efficient
management of socia infrastructure in Japan, when related institutions and sub-systems are
provided.

Key words. Revenue Bond, socia infrastructure, public finance, disciplined efficiency,
marketabl e attractiveness
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Self-nsurance: * 825 million in the aggregate, excess of deductible

* Upon sustaining $26 million in aggregate losses
above the deductible, purchased coverage applies
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(excluding temorism)
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Deductible: # 83 million per occurrence
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(excluding temorism)
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excass of deductibla
Deductible: * 85 million per occurrance

Selfinsurance:  * 200 of 225 million excess of deductible

* The Terronsm Risk Insurance Act of 2002

Temrarism
Coverage

= £25 millicn full terronsm coverage, per occurrence,
excess of deductible and self-insurance

= $525 million TRIA* coverage, per occurrence, and §75
million full terrarism coverage, per occurrence, in vanous
layers, excess of £25 million full terronsm coverage

= 25 million per ocourrence
= £25 millizn in the aggregate, excess of dedudible

* Upon sustaining 325 million in aggregate losses
above the deductible, purchased coverage applies
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Coverage
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Coverage

= 250 million full terrorism coverage, per
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terronsm coverage

* 25 million per ocourrence

= 2% of $25 million excass of daductible
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