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		Abstract

		The paper studies the effect of IFRS adoption by the UK Government on loan spreads for Private Finance Initiative (PFI) projects. In contrast to evidence widely cited in the IFRS literature where the enhanced reporting transparency is associated with lower cost of capital, we observe that the financing cost on PFIs increased after the IFRS implementation. The effect is more pronounced for governments who had the inherent motive to evade budgetary processes and governments with lower fiscal affordability. The inhere motive effect is even stronger for governments with higher reliance on PFIs prior to the adoption. The evidence suggests that enhanced transparency has corrected the much-distorted outcome that the capital market experienced prior to the IFRS implementation even in a country with strong credit ratings and a powerful standard setting regime. With the continuous uprise demand for public infrastructure worldwide, our study offers timely and valuable insights on infrastructure finance through private provision. 
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