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Executi ve summary

This report analyses the involvement of LRAs in the design, implementation and
management of investment projectsaficed with the support of EESThe
report is based on:

A aquantitative and descriptive overviewof the most recent data in EIB
and EIF databases on EFSI projects and covers the use ofiE&&iirig
by sector, by geographical distribution of projects, and by investment size.
It also assesses the scale of the projects (legadnal, national,
transnational) and reviews the involvement of LRASs.

A five case studies; highlighting the differectiallenges, lessons learned
and key recommendationsin the management of EFShancing for
LRAs. The case studies are:

- KujawskoPomorskie Healthcare Program KQity of Torun, Poland,
Kujawsko-Pomorskie Region (Poland);

- Lisbon Urban Renewal Housing Climateésbon (Portugal);

- InnovFin agreemerit Regional promotional institutions supporting
innovative small and mediwgized enterprises (SMEs), NorRhine
Westphalia, Hesse, Berlin, Hamburg, Brandenburg, Rhineland
Palatinate, Schleswiglolstein (Germany);

- Investment Fund TRI in NofBas de Calais, NotHas de Calais
(France);

- Societa Gasdotti Italia Gas transmissionMarche and Abruzzo
Regions (Italy).

Key data asat May 2017 show:
A The total investment related to EFSI approved projést§UR 36.9
billion (EUR 27.9 billion from the EIB and EUR 9 billion from the
EIF), of which EUR 24.2 billion is signed;

A In terms of total investment, EFSI had mobilised EWS billion
which is 62% of the EUR 315 billion target for the end of 2018;

! Approvalof EIB projects by the EIB Board of Directors is a requirement for financing negotiations with project
promoters which, if successful, lead to the financing agreements sigited Information on operations which
may be commercially sensitive are tempibyavithheld. Pre-Approvalsare umbrella operations that have been
approved under EFSI but which cannot be counted towards the EFSI objective uptibjecks have been
signed. See Annex | for further detalil.



A EFSI projects are mainly concentrated in the-E3J France, ltaly,
Spain and Germany are the most involved countries in Efgqts
financed by the EIBfor EFSI projects financed by the EIF, Italy is
first followed by France;

A Projects implemented at local/regional level account for 35% of
projects financed and signed by the EIB and 7% of projects financed
by the EIF; projectsmplemented at national level and transnational
level represent 37% and 25% respectively of projects financed and
signed by the EIB and 82% and 11% of projects financed by the EIF;

A Transnational projects have the highest ratio of total investment
mobilised over EFSI financing (5.4), followed by national (3.3) and
then local/regional projects (2.8);

A LRAs are involved in 23% of EFSI projects financed and signed by
the EIB and 4% of EFSI projects financed by the EIF;

A Projects involving LRAs, on average, leas higher EFSI financing,
compared projects not involving LRAS;

A Nearly one third of EFSI resources support SMEs, one fourth are for
Energy projects, and one fifth foResearch, Development and
Innovation (RDI) projects; the remaining investments areitspl
between Digital, Transport, Social infrastructure, and Environmental
projects;

A Projects in the Transport sector have the highest average EFSI
financing, EUR 135 million, followed by Digital, Energy, and
Environment and resource efficiency. Energy Mas highest total
investment mobilised, EUR 544 million on average.

The five case studies reveal the followkey challengedor LRAs involved in
EFSI projects, which can be sunmisad in four broad categories:

A) Cultural attitude:

A Local authorities ihd that financial instrumentsare complex
(including ESIF).

A Riskier projects may not be desirable for regional authorities.



B) Skillsand technical capacity:

A Even wellstructured authorities do not always have the necessary
knowledge of legal and financial requisitesxd enough specific
expertisgo apply for the EFSI programme.

C) Intrinsic complexityof managng EFSI financing

A The implementation process for the apgiion and contract drafting
can be complex, with high administrative efforts and cdstaddition,
detailed and regular reportingnplies considerable administrative
effort and ICTinvestment

A Eligibility rules in some contexts (environment) could the strict.
EFSI financing istargeted on very innovative projects, while
sometimes the whole strategy is very innovative, rather than individual
projects.

A Complex procedures for public authorities responsible for fund
management can cause problems. phecess of selecting the fund
manager could be very challenging.

D) Context conditions:

A Complex national regulations can make planning and implementing
projects more difficult and challenging.

In addition, the case studies highlighted impor&untcesdactors and lessons
learned for managing these challenges and for the efficient use of the EFSI
financing

A) Strategic role of EFSlI in addressing market failures or soptimal
investment

A EFSI financial support perceived decisive for the effective
implementation of higher riskprojects and a key contribution to the
investments.

B) Effective long term planning:

A The adoption and implementation of consistent development policy
based on an integrated approastmpported by longerm vision.



A Even more importanta longterm integrated infrastructure investment
programme solves much more complex social challenges, than
supporting for singlgoint projects.

C) Efficient governance:

A A clear and efficient governance structure, dynamic planning and
rigorous managemenf the strategy.

A The involvement, cooperation and efficient coordination of
stakeholders$or political support anghared political consciousness.

D) Know-how in financial instruments:

A Previous experience of using and managing financial instruments.
A EIB support for the managing authority
A The presence of an-imuse financial intermediary

Finally, to enhance the management of ERSancing and improve their
effectiveness, the case studies highlight the followiggrecommendations

A) In relation to thecultural attitude:

A General awareness raising activities;
ADi ssemination of LRA®6s success Sto

B) In relation to skilé and technical capacity:

A Targeted information for LRAS;
A Training for LRAS;
A National support for preparing apgiion.

C) In relation tothe intrinsic complexityof managing EFSlinanang:

A Better consideration of national framework;

A More flexibility of funding requirements;

A Simplified and quicker processes are very important;
A Simplified reporting;

A Simplified eligibility rules.



| nt roduct i1 on

This studyis the Final Reportfor an analysis of the role oLocal Regional
Authorities (LRAS) in the implementation of thEuropean Fund for Strategic
InvestmentgEFSI), in order to understand key opportunities and challeiages
how LRAs can bemoreinvolved in the implementation of EFSI initiatives.

This report has the following structure:

A Chapter 1 describes EFSI in figureby sector by geographical
distribution of projectsby investment sizeby scale of the projects,
and by involvement of LRAsData in this section ammainly taken
from the project database provided ity EIB and ElFwvebsites and
relate to projects financed by tiidB and by the EIFData in this
Reportwere updatedn May 2017.

A Chapter 2 includes key results from the analysid five case studies
The results covekey challenges and lessons learned experienced
during implementation of the projects as well aonmmendations to
enhance the management of EFSI financiagd improve their
effectiveness

A Chapter 3 describeghe case studiea moredetail especially for the
project context,key characteristigsmain objectives governance
structure manag@mentand implemerdtion with specific focus on the
role of LRAS results challenges facedluring implementationand
lessons learneavith a focus on he management and use of EFSI
financing as well agecommendations for more effent and effective
use of ESI financing

A Annex | includes atablewith all the projects listed in thEIB website,
with informationand definition of variableprovided by the EIBand
the ElIFplus theinformationfrom desk analysis to understatie type
of LRAs involved in the initiativeand their role

A Annex 1l describes themethodology for the selection and
implementation of the case studies.

A Annex Ill contains references to the studies, reports and evade
research used in the report.






1 . EFSI I n f 1l gur es

1.1 Introduction to EFSI

Announced in November 2014 as an initiative of the European Commission
together with the EIB Group, EFSI is part of the Investment Plan for Europe
aims to use public funds to unlock larger amounts of private financing for
strategic economic and technically viable investment projeitbsa higher risk
profile than ordinary EIB activities.

For the European Commi s substitate for plv&tes | s
market finance or products provided by national promotional banks or
institutions but should instead act as a catalyst for private finance by addressing
market failures so as to ensure the most effective and strategic use of public
money%and should act as a means of further enhancing cohesion across the
Uni no

EFSI is seen as part of a comprehensive strategy based on three pillars
mobilising finance for investment, getting investment to reach the real economy
and improving the in@stment environment in the Uniohhe aim is to boost
competitiveness and economic recovery, contributing to employment creation
and the enhancement of SME access to finance.

The decline in investment in the Efdfom 2007 to 2013 underpinned the
rationale for establishing EFSI. As per its Regulation, EFSI is expected to
maximise the mobilisation of private sector capudlere possibleThus far,
approximately 62% of total investment mobilised by EESirom the private
sector.

EFSI is a EUR 21 billion initiative provided jointly by a guarantee from the EU
budget and EIB funds (Figure 1.1). By targeting hiigh projects in the areas
of strategic infrastructure, educatioresearch, development and innovation
(RDI), renewable ezrgy and resource efficiencgs well assupport for SMEs
and Midcaps, EFSI is expected to trigger EUR 315 billion of investment.

2 European Commission (2014).
% European Péiament and Council (2013)



Figure 1.1: Initial EFSI sources of funds

4

Eumpean Fund for Strategic Investments
EUR 21 billion

4

Infrastructure and
Innovation Window

SME Window

EIB financing EIF financing

EUR 16bn EUR 5bn

Lung-term investments SMEs and mid-cap firms
circa EUR 240bn circa EUR 75bn

Total extra over 2015-18:
circa EUR 315 bn

Source: reproduced from European Investment B20k5) p.3.

The EIB makes ws of the EFSldnfrastructure and Innovation Window §
targeting economically viable, highask projects within the EU that contribute
to any of the following objectivés

A RDI, through projects that are in line with Horizon 2020, education
and training, health, demonstration projectsand research
infrastructure

A Development of theenergy sectorin accordance with the Energy
Union priorities, including security of energy supply, and the 2020,
2030 and 2050 climate and energy frameworks, through renewable
energy, energy efficiency and energy saviragswell adevelopment
and moderrgation of energy infrastructure projects;

“EIB (2015), p.11.



A Development otransport infrastructure , equipmentand innovative
technologies for transporincluding through smart and sustainable
urban mobility projects, and projects connecting nodes to-TEN
infrastructure;

A Financial support to entities with up to 3,000 employees with a
particular focus ofsMEs and small midcap companies, through the
provision of working capitainvestment and risk financing;

A Development and deployment offormation and communication
technology, through digital contedn and services, highspeed
telecommunications infrastructure and broadband network projects;

A Environment and resource efficiency through environmental
protection and managemenprojects, strengthening ecystem
services, sustainable urban and rural developmedtlimate change
actions;

A Human capital, culture and health, througheducationand training
cultural and creative ingtries innovative health solutions, new
effective medicinessocialinfrastructure and tourism projects

The remaining ESI financing is managed by the EIF through tREBME
windowa This provides intermediated financial support via portfolio guarantees
or investmentsto entitieswith up to 3,000 employees, with a particular focus on
SMEs and small midcap companiegfirms with up to 499 employees).

EFSI was originally established for three years (2BQ%58), but in September
2016, the European Commis® proposed an extensiem31% December 2020.
The new proposal, referred to as EFSI 2.0, includememase in the EU
guarantee from EUR 16 to 26 billion and in EIB capital from EUR 5to 7.5
billion, which should mobilise private and public investment of EUR 500
billion by 2020(Figure 1.2) The proposal also focuses on project sustainability,
enhancd geographical coveragavays to reinforce takep in less developed
regions, enhanieg the transparerycof investment decisions and governance
procedures, and reinfang the social dimension by means of additional
financial instruments.

®> European Commission (204)6



Figure 1.2: Proposed EFSI sources of funds

European ‘ /
’ I ’ R— Possible other
e public and
~ private
EUR 7.5 bn* contributions
European Fund for Strategic Investments
EUR 33.5 bn

15x

Total investment over 2015-20:

at least EUR 500 bn

"Pending final approva

Source: reproduced from European Commission (2016

With EFSI support, the EIB Grougnsuresadditionality by helping to address
market failures or subptimal investment situations, provide funding for
projects that are viablebut which havea higher risk profile than projects
normaly supported byhe EIB. In short, EFSI provides the EIB Group with the
capacity and opportunity to

A explore new markets and serve new clients that were previously
considered too risky

A developnew financial products for existing and new clients that are
better suited for more complex and riskier projects (e.g. subordinated
debt, capital market instruments, credit enhancement instruments)

A design new forms of cooperation (e.g. investment platforms,
coordination agrement with National Promotional Banks, -co

® Committee of the Regions and European Investment Banks (2018)
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financing with Sovereign Wealth Funds and other institutional
investors) and of blending with EU funds, including European
Structural and Investment Funds (ESIF) managed by EU managing
authorities at national or rexpal level

Urban and regional devéopment projects are two important componets of

EIB financing activities. By increasing the EIB riskearing capacity, EFSI
increasesheEl B6s flexibility in financing
additional risk, for example relating to the risk profile of the borrower, the
investment size, the security available for the projectrisks associated with
the project itself. This implies that, through EFSI, the EIB reatiorrowers

and counterparts whoould not previously access EIB financing regardless of
the technical and economic merits of their projestsh a$S

A cities or regions with a lower credit rating (e.g. municipalities or
regions whose credit rating is limitdd subinvestment graddy a
national rating);

A municipal or regional companies(e.qg. utilities, transport companies,
private social housing companies) with limited recourse to public
sector guarantees;

A companies or structuresowned by associations of municipalities;

A investment fundswith an enhanced risk appetite (e.g. long tenor,
long-term investment strategy, focus on very specific sectors such as

brownfield decontamination and redevelopment);

A financial intermediaries with lower credit rating, including those
selected to implementrfancial instruments using ESIF;

A national/regional promotional banks or commercial banksthrough
risk-sharing structures;

A investment platforms.

" Committee of the Regions and European Investment Banks (2018)
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1.2EFSI by sector

As at May 2017, the total investment related to EFSI approved pfojeass
EUR 36.9 billion (EUR 27.9 billion from the EIB and EUR 9 billion from the
EIF), of which EUR 24.2 billion was signédin terms of total investment
mobilised, this represents EUR 194 billion or 62% ofdbgenttarget (by end
of 2018) of EUR 315 Hion.

According to the EIB database on EFSI proj€cthere are 252 listed projects
financed by the EIB, of which 137 have been signed (54% out of the total), 87
approved and 28 are under apprafsajure 1.3) According to the EIF database

on EFSI pojects?, there are 91 listed projects (the EIF does not distinguish
between signed and approved/famprowed projects in its database).

Figure 1.3: Number of EFSI projects(financed by the EIB)

11%

& Signed projects
& Approved projects

Pre-Approvals

Sourceown elaboration from the EIB projects database.

8 Approval of EIB projects by the EIB Board of Directors is a requirement for financing negotiations with
project promoters which, if successful, lead to the financing agreementssiigied Information on operations
which may be commercially sensitive are tempbravithheld. Pre-Approvalsare umbrella operations that have
been approved under EFSI but which cannot be counted towards the EFSI objective {ntijextb have been
signed.See Annex | for further detail.

® According to the EIBifjures dashboard plished on 18 May 2017
http://www.eib.org/efsi/efsi_dashboard_en.jpg

10 hitp://www.eib.org/efsi/efsprojects/index.htm

H http://www.eif.org/news_centre/press_releases/allindex.htm?year=0000&category=efsi&keywordList=
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http://www.eib.org/efsi/efsi_dashboard_en.jpg
http://www.eib.org/efsi/efsi-projects/index.htm
http://www.eif.org/news_centre/press_releases/all/index.htm?year=0000&category=efsi&keywordList=

Figure 1.4: EFSI investments by sector (EIB and EIF approved operations)

3%
u SMEs

4%
9% “ Energy
29%
RDI

i« Transport

0 -
20% ' Social infrastructure
Environment and resource|

efficiency

Source: reproduced fromthe EIB figures dashboard published on ™16May 2017,
http://www.eib.org/efsi/efsi_dashboarah.pg.

Of the EIB and the ElFapproved investments (see Figure 1.4, based on the
figure dashboard by the EI8, 29% is to support SMEs, followed by energy
projects (24%) and then RDI (20%); the remaining investmentsare split
betweendigital, transport, social infrastructure and environmental projécts.
projects financed by the Elfthe percenige of investments for SMEs is %4
followed by RDI with 37%, digital with 15%nd social infrastructure witH/4.

A more detailed picture igrovidedin Table 1.1, which displays the number of
EIB projects by sectorconsidering all the projects (signed, approved and pre
approved). In this table, mulsector projects are disaggregated by sector:
therefore, if a multsector initiative involved®oth environment and energy, it is
counted in both the energy, and the environment and resource efficiencg.sector
The highest number of projects relate to energy24% of the total). This
sector also has the highest percentage of approved and sigresdspifojllowed

by SMEs and RDI. Regarding projects under appraisal, SMEs represent the
majority with 53%.

2 hitp://www.eib.org/efsilefsi_dashboard_en.jpg
13 http://www.eif.org/what_we_do/efsi/efsi_dashboard_eif en.jpg
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Table 1.1: EFSI projects approved, signed and under appraisal by sector
financed by the EIB)*

Signed Approved

Energy 47 24%| 30 28%| 5 14%| 82 24%
SMEs 31 16%| 16 15%| 19 53%| 66 20%
RDI 37 19%| 22 21%| 1 3% |60 18%
Transport 26 13%| 11 10%| 4 11%| 41 12%
Social infrastructure 17 9% | 10 9% | 3 8% |30 9%
Digital 16 8% | 6 6% | 1 3%|23 ™%
Environment and resouredficiency | 19 10%| 11 10%| 3 8% | 33 10%

Source: own elaboration from the EIB projects database

*Note: if projects are counted by column, the sum is higher than the actual number of g§igécgned, 87
approved, 28 under appraisdecause, as explained in the taxulti-sector projects are counted more than
once.

1.3 EFSI by geography

Table 1.2 displays the use of EFSI geographically. For transnational projects, the
table counts one project for each of the countries involvehce, Italy, Spain

and Germany are thecountries most involved in EFSI projects financed by

the EIB. They have also the highest number of signed projéas.EFSI
projects financed by the EIF, Italy is first with 22% of the total followed by
France with 12%.

Table 1.2: EFSI projects by EU cantr
Financed by the EIB

Financed
by the EIF
Pre-

Total
approval

Signed | Approved

G
— — — — Y— — — (@]
Country é é g é og :g é E
> > Q S5 0 o S =
pa pa s Z2 <& z

Austria 2 1% | 2 2% | 2 4% |6 2%| - -
Belgium 10 5% | 1 1% | 1 2% |12 3% | 3 | 4%
Bulgaria 1 0% | 0 0%| 2 4%| 3 1%| 4 | 5%
Croatia 1 0% | 1 1%| 2 4% |4 1%| 2 | 2%
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Cyprus 0 0% 0O 0% | 1 2%| 1 0%| - -

CzechRepublic |3 1% | 0O 0% | 1 2% |4 1% | 4 | 5%
Denmark 4 2% 1 1% | 1 2% | 6 2% | 4 | 5%
Estonia 2 1% 1 1% 1 2% |4 1%| 1 | 1%
EU Countries 8 4% 7 6%| 4 7% |19 5% | - -

Finland 12 5% 6 5%| 1 2% |19 5% | - -

France 29 13% | 14 13%| 3 6% |46 12%| 10 | 12%
Germany 24 11% | 11 10%| 1 2% |36 9% | 5 | 6%
Greece 6 3% 1 1% | 1 2% | 8 2% | 5 6%
Hungary 1 0% 0O 0% | 2 4% | 3 1% | 3 | 4%
Ireland 7 3% 2 2%| 1 2% |10 3% | 1 | 1%
Italy 24 11% | 12 11%| 5 9% |41 11%| 18 | 22%
Latvia 0 0% 3 3%| 1 2%| 4 1%| - -

Lithuania 2 1% 4 4% | 1 2% |7 2% | 1 | 1%
Luxembourg 2 1% O 0% 1 2% |3 1% | 3 | 4%
Malta 0 0% 0O 0% | 2 4% |2 1%| 1 | 1%
Poland 16 7% 6 5%| 2 4% |24 6% | 4 | 5%
Portugal 9 4% 5 5%| 4 7%|18 5% | 1 | 1%
Romania 2 1% 3 3%| 3 6%|8 2%| 1 | 1%
Slovakia 2 1% 1 1% 1 2% |4 1%| 1 | 1%
Slovenia 0 0% 0O 0% | 2 4% | 2 1%| 1 | 1%
Spain 21 10% | 16 15%| 5 9% |42 11%| 3 | 4%
Sweden 13 6% 5 5% | 1 2% |19 5% | 3 | 4%
The Netherlands | 4 2% 2 2%\ 1 2% |7 2% | 1 1%
United Kingdom (14 6% 6 5%| 1 2% |21 5% | 4 | 5%

Source: own elaboration from the EIB and EIF projects databases

As shown in Table 1.the number of projects is mostly concentrated in the
EU-15 with 83% of EIB signed projects and 76% of EIB approyedjects
This percentage decreases to Sé¥pre-approvas. TheEU-15 alschas 55%of
projects financed by the EIF.

Table 1.3: EFSI projects by EU15 and EU13
Financed by the EIB

Financed by the

Signed Approved Pre-approval EIF

83%
14% 17% 39%
4% 6% 7%

Source: own elaboration from the EIB and EIF projects databases.
* Category ofprojec | abel | ed 4see TableW.2)indhe Blifrgjectselatabase
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The following two figures show thecale of theproject’, intended as the
geographical coverage local/regional, national, or transnationalof EFSI
projects financed by the EIB (Figure 1.5) and the EIF (Figure ©®¢r one
third of the signedprojects financed by the EIBare local/regional, over one
third national, and about one quarter transnational. For those financed by
the EIF, regional/local projects account for 7% of the total.

Figure 1.5: Distribution of EFSI projects based on the local/regional,
national and transnational scale(signed projectsfinanced by the EIB)

NOINFO
3%
Transnational ~_ Locallregional
5% 35%
National &
37™%

Source: own elaboration from the EIB projects database and desk research (see Annex | for additional detail).

Figure 1.6: Distribution of EFSI projects based on the local/regional,
national and transnational level (financed by the EIF)

Transnational; 11%

Local/egional; 7%,

National; 82%

Source: own elaboration from the EIF projects database and desk research (see Annex | for additional detail).

4 The scale of projects was determined from the ElBsite (EFSI project database#t)e EIB news article
accompanying signature of the projemtt he pr oj ect promoterds news release
or more countries, t he pr ojGherisetheaEB ndves anileevebs analysede 6 Tr a
for more informationFor a pr oj ect haddo ehcempasiNal regians af thé countryt or not to

have any geographical restrictions within the national borders. Likewise, if the description of the project revealed

that onlya cityorr egi on directly benefit from the investment
addition, projects that impact onlyfewnei ghbouri ng regions have been | abel

Annex | for further detail
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However, local or regionalprojects do not directly imply that an LRA is
involved; and, vice versa, @ational or transnational project could also have
LRA involvement. Through desk research and information provided by the EIB

and EIF websitg, it is estimated thaess than one fourth of EFSI projects

financed by the EIB and 4% of EFSI projects financed ly the EIF involve

at least one LRA (Figure 17 and Figure 1.8 respectively)ccording to the

desk analysi§ LRAs are involved in manjorms These includenanage of the

project and EFSlinancing project promotershareholderprovider of additional

financing monitoring teamrepresentativesas well as coordinating local

authorities municipalities ad stakeholders consultéion,

environmental

assessmenland property transfeandfacilitating administrative auth@ations.

Figure 1.7: Involvement of LRAs in EFSI projects (financed by the EIB,

signed projects)

NO INFO; 7%

Source: own elaboration from the EIB projects database and desk research (see Annex | for additional detail).

5 As with project scalethe same sources were ugeddetermineif an LRA was involved the EIB website

(EFSI project listythe EIB news article accompanying signature of the project amce

project

promot e

releaseln some cases, the involvement of LRAs wasious from the EIB websit¢he LRA had a leading role
in the projectdsmanager or main stakeholderowever, in most cases confirmation of LRA involvemead
to beconfirmed throughhe website/news releaséthe project promoter, or of the projesthenthe LRA had a

different role in the projecSee Annex | for further detail.

18 5ee footnote 12 and Annex |.
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Figure 1.8: Involvement of LRAs in EFSI projects(financed by the EIF)

Source: own elaboration from the EIF projects database and desk research (see Annex | for additional detail).

1.4EFSI by size of investments

The next three figures illustrate the average size of EFSI projects (EFSI
financing and dtal investment) by sectoproject scaleand LRA involvement.
Figure 1.9 shows thadrojects in the Transport sector have the highest average
EFSI financing withEUR 135 million, followed by Digital, Energythen
Environment and resource efficiency. Enetgas the most investediith EUR

544 million, followed by, Digital, Transpqrthen Environment and resource
efficiency. The average investment for projects financed by the EFUR 210

million?".

" The EIF database does not provide data on the EFSI financing but only on total investmenteiVioreo
according to information in the projects list, 87% of projects involve SMEs, and the remainder is divided
bet ween Oa¢grmrigéd, 6é6amnhypvati ved, 6microfinanceé and
therefore differs from the onequided by the EIB and EIF dashboard (see Figure 1.4).
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Figure 1.9: Investment by sector (financed by the EIB, signhed projects;
average size, EUR million)
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= Digital EFSI financing - EnergyTotaI investment
Environment and resource efficiency ZRDI
SMEs Social infrastructure
@ Transport

Source: own elaboration from the EIB projects database (see Annex | for additional detail).

*Note: Size of investment is not disclosed feix EFSI financingprojectsand for 27 projects for Total
investmentMultisector projects (i.e. projects that involve two or more sectors) are disaggregdtedded to
each sector average.

Investmentdy project scaléFigure 1.10)show thatnational projects have the
highest average (EUR 129 million), followed by toealfegional (EUR 101
million). For total investment, transtianal projectsdominate with EUR 507
million. Comparing the three dimensions, regional projects have the |catiest r
of 2.8 fortotal investment to EFSI financing. National projebts/e 3.3 and
transnational 5.4The average investmefar projects financed by the EIiS
EUR 98 million for localegiona] EUR 134 million for nationabnd EUR 229
million for transnatioal projects.
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Figure 1.10: Investment by project scale (financed by the EIB, signed
projects; average sizeEUR million)
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Source: own elaboration from the EIB projects database and desk research (see Annex | forl atid#ina
Size of investment is not disclosed €yprojects for EFSI financing a2 projects for Total investment.

Finally, Figure 1.11 shows the average investment according to the involvement
of LRAs in the implementation of projec{signed projets financed by the
EIB). Projects involving LRAs average EUR 117 milliam EFSI financing,
compared to EUR 108 million for projects not involving LRAs. The same
proportioncan be seen in terms wital investment.
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Figure 1.11: Investment based on LRA involvemen(financed by the EIB,
signed projects; average, EUR million)
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Source: own elaboration from the EIB projects database and desk research (see Annex | for additional detail).
Size of investment is not dissed for6 projects for the EFSI financing and @ projects for Total investment.
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| ear né or L RAS | N
|l mpl ement ati on of E |

This chapter summarises aadsesses the main challenges LRA< facthe
implementation of EFSI. The chapter is basedlesk analysis andnalysis of
five case studies which adescribedn the following hapter.

2.1 Key findings from desk analysis

According to reports on oppminities for LRAsto use EFSI financing and
potential obstacles to investments at local and regional'feveb types of
obstacles can dampen tparticipation of LRAs in EFSI project3hese ar¢he
limited attractiveness of EFSI at regional and loealel for LRAs and SMEs
andstructural bottlenecks within LRAs

Forthe firsttype akeyreasorfor limited attractiveness of EFSI for LRAsthe
eligibility requirements for projectsThesemay be demanding for SMEs and
LRAs which experiencdifficulties in meeting their budgebalance or in
developing weblstructured and lonterm projectsOther types of issues which
might discourage LRAs are related to the financial EFSI featutgs as

1 overcoming minimum requirements for the size of prgjefor instance,
for midcap companies the loan volume must be between EUR 7.5 and 25
million. For projects under EUR 25 million the EIB provides intermediate
loans to local, regional and national banks;

1 overcoming slow disbursement of the loan; the mtagsigned subject to
the fulfilment of predisbursement conditions and after signature the
project remains under consideration for six months.

The second group of (internal) challenges includes:

A Governance and Public Administration deficiencies in gality,
efficiency and transparency of public administration, including

18 C. Ferrante (2016), Committee of the Regi@@16), Committee of the Regioif8016) and Committee of
the Regiong201&).
9 See C. Ferrante (2016)
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coordination between different services and sectors within the public
administration; lack of coordination with other levels of government and
weak multilevel governance; lack of coordtion/cooperation with other
actors outside public administration (pri@atector, civil society, etc.).

A Accessing and managing investment fundsobstacles linked to
insufficient human resources and other capacities within the LRASs in
planning, designing, submitting and managing public investments,
including EU funds; mismatch between the functions and financial
resources of local/regional governments and inadequacies in equalisation
schemes.

A Public procurement and Public Private Partrership (PPP): excessive
length of procedures, legal framework fragmentation and uncertainty;
insufficient competition in tendering procedures; complexity or
inefficiency in the public procurement framework; weak management of
PPPs.

A Business environment:frequently changing regulatory framework and
lack of stability and predictability; burdensome rules, procedures,
licences, permits, etc.; lengthy and costly compliance requirements,
especially for starting a business; planning uncertainties and corgtructi
permits difficult to obtain; late payment affecting SMEs; difficult to
access finance for SMEs; difficult to combine multiple public and/or
private funding channels.

A Essential preconditions: scarceavailability of an appropriately skilled
labour fore and employment policies to support this; inadequately
developed transport networks and other infrastructure, notably
Information and Communication Technology (ICT).

2.2Key findings from the case studies

2.21 The role of LRAs in the implementation of projects

The five case studiefTable 2.1)include two projects implemented at urban
level (Portugal and Poland), one at regional level (France), and two at multi
regional level (Italy, with two regions involvednd Germany with seven federal
states involved The role of LRAs in the management of EF8hancingand
their degree of involvement in projects differ across the Bxperiences. In
particular:
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Management of the EFSlifinancing:

- With the exception ofthe Portuguese case, LRAs do not directly
manage EFSFinancing but have regionapubliccowned companies
(Poland) or regional financial institutions (Germany and France) in
charge of fund management and projegtlementation.

- In Italy, EFSI financing is managed by a private company with
national coverage.

Involvement of LRAS:

- With the exception of the German case which involves seven regional
promotional banks, the regional authorities (in France, Italy and
Poland) or urban authorities (Portugalk atirectly involved in the
project.

- In all five cases, the projects also involve many regional stakeholders
and institutions, such as municipalities, local banks and universities, as
well as public and private companies.

- LRAs are involved in defininghe project, implementing strategy and
defining the governance structure, targets and expected results. In the
Italian case the LRAs have more definite role. Due to the specificities
of the project, the two regions were not involved directly in the
implemenation but in the assessment of the environmental impact,
coordinaings t a k e hopihiah®andcolleatg feedback from local
municipalities about the project.

- In two cases, the project is part of a wider strategy with different
initiatives and targetsThese are for urban renewal in Portugal and for
making the regional economy totally reliant on renewable energy in
France. In the remaining three cases, the project is more specifically
focused on a single initiative (support for innovative SMEs in
Germany, modernisation of a hospital in Poland, construction of a new
gas pipeline in Italy).
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pe and role of LRAS in the five case studies

Main . Role of the
Project LRA(S) Role of the Othe_r local Project project
: LRA(s) actors involved promoter
involved promoter
: Kujawsko
Kujawsko :
; o . .| Pomorskie A
: Pomorskie | Definitionof |[A Muni ci .
Kujawsko . Medical Management
X Region strategy under, Tor u GE
Pomorskie Investments of the EFSI
(Marshall | the ERDF A Indepe : \
Healthcare . (Company financing
and the ROP and the | public health
Program |l \ . . |ownedbythe |A I nve
Regional governance | care facilities in . :
(Poland) . Kujawsko the project
Executive structure ToruCE :
Board) Pomorskle
Region
A Munici
companies:
GEBALIS
, (Social
IS5 LT Definition of | Housing), EMEL A
Renewal S . Camara
Housing Mumupahty Urban - (Parking), and Municipal De Management
Climate of Lisbon Rehabilitation | SRU LISBOA Lisboa of the EFSI
(Portugal) Strategy OCIDENTAL financing
9 (Urban
Regeneration)
A Lisbon
University
InnovFin A
agreement Management
Regional (NSItQa\l{[\é.Bank of the EFSI
oJfelleleiEIMM Six regional . financing
e . Lending to Development
institutions promotional -

; S SMEs Bank of North o
supporting institutions Rhine Coordination
innovative Westphalia) across the
SMEs P promotional
(Germany) institutions

A Nord (A
Partenaires Management
Investment Crédit Agricole (Joint Subsidiary qfthe'EFSI
; Nord-pas de _— of Turenne financing
Fund TRI in . Definition of | Nord de France .
Calais : Capital and A
Nord-Pas de : the TRI (Regional y . .
. Regional . Crédit Agricole | Responsible
Calais i strategy Commercial dd f
(France) Counci Bank) Nor _eFrance) for
A Fi nor gindividual
(RegionalFund | investment
Manager) decisions
Societa A Soci et g
Gasdotti Marche and | Environmental Gasdotti Italia
) Local ) Management
Italia - Gas Abruzzo Impact C (Industrial

e : Municipalities . of the EFSI

UEREINIES M Regions Assessment company in the financing

((i=1)%)

gas sector)
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2.2.2 Key challenges in the implementation of projects

The key challenges faced by LRAs in the use of EFf@hcingare different and
vary case to case (see Table 2.2). They can be summanisiedir broad
categories:

A) Cultural attitude:

A While regional institutions have significant experience in managing
financial instrumentdpcal authorities find financial instruments to be
complex (including ESIF).

A Riskier projects may not be desirable for regional authorities
B) Skillsand technical capacity:

A Well-structured authorities do not always have ikeessary knowledge
of legal and financial requisitesto apply for the EFSI programme.
Specific expertise is needakto fulfil all the conditions, which is not
always available withihRAs, especially smaller urban authorities.

C) Intrinsic complexityof managingeFSI financing

A The implementation processfor the application and contract drafting,
when combining different regional institutions or stakeholders into a joint
structure, and the related coordination activitiescan generate high
administrative costs In addition,detailed and regular reportingplies
considerable administrativeeffort and ICT investment

A Eligibility rules in some contexts (environment) could be too strict
EFSI financing istargeted on very innovative projects, while stimes
the whole strategy isinnovative, rather than individual projects.
Moreover, for promotional bank programmes, eligibility criteria are
perceived as very strict and limit the possibility of funding watwve
enterprises or innovation. Long lists elfgibility criteria and the detailed
information required lead to fewer applications. Another problem is the
short availability period of just two years. Normally a promotional bank
programme is available rfat least five years. Taking into consideration
the high costs of implementing this programme with legal advice from
highly qualified solicitors, high reporting requirements and therefore high
IT-costs, implementing a twgear programme can be difficultorf
regional promotional banks.
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A Complex procedures for public authorities responsible forselecting
fund managementcan cause problems. The process of selecting the fund
manager could be very challenging, both for preparing the tender and also
for selectig a good fund manager.

D) Context conditions:

A Complex national regulations can make planning and implementing
projects more difficult and challenging.

Table 2.2: Key challenges emerged from the case studies
Challenge From the case study in:

o
(@)
>
u
o
o

A) Cultural attitude _ o
Financial instruments =

perceived as complex

LRAGS reluc

implement riskier P
initiatives
B) Skillsand Lack of expertise within = plp
technical capacity | LRAs
C) Intrinsic Complex implementatior
complexityof processhigh
managingeFSI administrativeeffortand | P P | P
financing ICT investment for

reporting activities

Eligibility rules too strict
andlimited repayment P P | P
period
Complex procedure to =
selectthe fund manager
D) Context Pre-condition obstacles
conditions or complex national P P P
regulatory framework

28



2.23 Lessons learned and key recommendations for improving the
involvement of LRAs in the implementation of EFSI

The case studidsighlight important success factors and lessons learned (Table
2.3) in managing the above mentioned challenges and in the efficient use of
EFSI financing Thesecanbegroupedinto the followingcategories

A) Strategic role of EFSI in addressing markeilures or sukoptimal
investment situations:

A Especially in regions heavily affected by the financial crisis and where
commercial banks arenore reluctant to finance riskigarojects, EFSI
financial support is decisive for the effective implementation ofiigher
risk projects and a key contribution to the investmers.

B) Effective long term planning

A The adoption and implementation of consistelevelopment policy
based on an integrated approaclistrategy and an integrated investment
programme)supported by long-term vision is seen as fundamexhtfor
successfully using EFSinancingand facing key challenges.

A Even more important, a lorigrm integrated infrastructure investment
programme cansolve much more complex social challengeshan
supporing for singlepoint projects.

C) Hficient governance

A A clear and efficient governanceand institutional structure are key
pre-conditions to successfully implementing financial instruments.
Dynamic planning and rigorous management of the strategyare
important too.

A The involvement, cooperation and efficient coordination of stakeholders
are importantfor positive recognition of the project in the local
community and for political support and shared political
consciousness

D) Know-how in financial nstrumeng:
A Previous experience of using and managing financial instruments and

of carrying out programmes within the framework of the EIF can
significantly limit difficulties.
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A EIB support for the LRAs in coordinating and followingip the design
and setup of the fund is @b an important success factor.

A The presence of an irhouse financial intermediary can limit the
problems in using and managing EFSI support for regional authorities.

Table 2.3: Key lessons learned
Lessons learned From the case studyin:

©
o
>
j
o
o

A) Strategic role ol EFSI financingdecisive
EFSI for the effectiveness of th P P P P
project
B) Effective long | Structured, integrated anc
term planning long-term strategic P P P P
approach
Longtermintegrated
infrastructure investment | P P P
programme
C) Efficient Clear and efficient
governance governance structure and P P =
sufficient administrative
capability
Involvement, cooperation
and efficient coordination| P P P P
of stakeholders
D) Know-how in | Previous experience of p
financial using financial instrument
instruments Support from the EIB P P P
In-house financial
intermediary decisive for p =
efficient management of
EFSlfinancing

Moreover, to enhance the management of Efi&ncingand improve their
effectiveness, the case studies highlight key recommendations:
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A) In relation to the cultural attitude

A General awareness raising activitieseed to be implemented iimprove
acceswility enhancing overall information and promotion;

A Dissemination of L R A 6saccess storiesto increase the credibility
through the impact of the other projects (i.e. good practices)

B) In relation toskill sand technical capacity:

A Targeted information for LRAs. Smaller LRAs, with less personnel
resources, find it difficult to overview the options and easily assess
funding possibilities from EFSI

A Training for LRAs. Many LRAs, and especially urban authorities, do not
have enough expertise to be able to apply for support. Institutional and
administrative capabilities should be enhanced with training on:

- costbenefitanalysis;
- budgetary management and eligible cokis EU funding in general);
- Strategic planning and implementation.

A National support for preparing application. Many cities need more
support for thepreparationof the application. National representation
could provide a specialised support team. Sutéaen would be able to
discuss options and solutions and to support the application process based
on therequirements of each programme.

C) In relation tothe ntrinsic complexity oimanagng EFSI financing

A Better consideration of national framework. The European
Commission should clearly understand that the prerequisites for
application can differ widely between countries and that these should be
considered within the programme requirements. For example, criteria for
obtaining financing should take int@account the capacity of a
municipality to incur indebtednesA framework loan may not comply
with national legislation, especially when measured by the value of the
financing contract and not by disbursements made over time
(multiannual).

A More flexibility of funding requirements. LRAs would appreciate more

flexible funding to better match the development strategies of the city. It
is difficult to match an urban strategic plan with the EU funding
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framework. In the current situation, urbartrearities can succeed only if
assisted by national players with extensive financial expertise, which
could be too great a challenge for new projects applying for EFSI support.

Simplified and quicker processes are very important.The current
criteria for granting loans are cumbersome If local banks are
overburdened with administrative tasks, there is a risk that the programme
will not be accepted. So, a balancing act is required between the aims of
the EU and the implementation partners.

Simplified reporting seems also to be needed

Simplified eligibility rules, to allow the selection of projects that are not
very innovative, but which are part of an innovative strategy.
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3. Case studil es

This chapter describes the five case studies selected for this report (see Annex I
for details concerning the methodology to select the case studies).
These are:

Name of the Project  City/Region (country)  Type of project
City of Torun, Poland,

Kujawsko-Pomorskie : ; A Urban
Kujawsko-Pomorskie
Healthcare Program Il ) AHealth sector
Region (Poland)
AUrban
. A Transport
Lisbon Urban Renewal) | .0 (Portugal) A Bonmeént and
Housing Climate .
resource efficiency
A Social ir

North-Rhine Westphalia,
Hesse, Berlin, Hamburg/ A M-ebional

Brandenburg, Rhineland Alnnovative companies
Palatinate, Schleswig | (SMEs, small miecaps)
Holstein (Germany)

InnovFinagreement
Regional promotional
institutions supporting
innovative SMEs

A Regional
A Envir onmg
resource efficiency

Investment Fund TRI il Nord-Pas de Calais
Nord-Pas de Calais (France)

Societa Gasdotti Italia | Marche and Abruzzo ﬁEnxmeb'd’”al
Gas transmission Regions (Italy) \ Sgr%a Cler

The next ections describe each case study in detail in terms of:

Context for the project;

Key characteristics of the project;

Main objectives of the project;

Governance structure for managing and implementing the project, with
specific focus on the role of thd&kAs;

Main results;

Main challenges faced in the implementation of the project, with a focus
on the nanagement and use of ER8lancing

Lessons learned from theamagement and use of the EF8&ancing

Key recommendations for a more eifict and effedve use of EFSI
financing

ToTo  Dolo Do T o Do
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3.1 Kujawsko-Pomorskie Healthcare Program |l
(Poland)

Location

Kujawsko-Pomorskie Region i Il_:"-\.‘.\/
(Poland) SR

EFSI financing EUR 57 million

Source of financing =l

Additional ESIF
financing

ERDF cofinancing (unspecified)

Total investment EUR 152 million

Sector Health

Timeline 20162019

LRA(S) involved Kujawsko-Pomorskie Region

Project promoter KujawskoPomorskie Medical Investments (KPIM)

EIB link:
http://www.eib.org/projects/pipelines/pipeline/201502
Official (Polish}
https://www.kujawskepomorskie.pl/biureprasowe
kontakt/informacjeprasowe/303081o0woczesna
medycynaprzyjaznaarchitektura

(W RIS
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https://www.kujawsko-pomorskie.pl/biuro-prasowe-kontakt/informacje-prasowe/30308-nowoczesna-medycyna-przyjazna-architektura
https://www.kujawsko-pomorskie.pl/biuro-prasowe-kontakt/informacje-prasowe/30308-nowoczesna-medycyna-przyjazna-architektura

3.1.1 Summary

This case study focuses on the project to rehabilitate Rsdypspital in the
city of Tor uc, I n t FPemoRlgel i sh region of

The project value is approximately EUR 125.6 million. Under an EFSI
guarantee the EIB has lent around EUR 57 million tdirtance reconstruction
and fittingout of the hospdl. It is the first EFSI publisector project in Poland
and also combines EFSI financing with ESIF grant support.

The project is part of a regional lotgrm integrated investment programme, to
achieve the technical and professional hospital standagdsred by Polish and
European law.

3.1.2 Context

The region covers approximately 18,000%¢8.7% of the country) and has
about 2.1 million inhabitants (2015; 5.4% of the country). It is a NUTS2 unit
located in the centralorthern part of Poland. Admstratively, the region was
established in 1999. The functions of regional capital are split
betweerBydgoszczandToru®E Bydgoszcz serves as the seat of the centrally
appointed governor, whi | &RegibralrAgsémbly s t h
and of the Marshall and the Regional Executive Board elected by that assembly.
The regional GDP per capita in 2013 was 56% of the EU average and the
unemployment rate was 18.2% (against the country average of ¥3.4%)
According to EIB data in April 20¥7, the EIB decided to provide financial
support under EFSI to 15 Polish projects. The value of approved projects is PLN
18.3 bhillion (EUR 4.36 billiof), including an EFSI share of PLN 6.3 billion
(EUR 1.5 billion). The 15 investments rank Polaffdrithe EU for investments
mobilised by EFSI and ESIF support in the Infrastructure and Innovation
Window. Contracts have been signed for 11 of the 15 projects, worth some PLN
11.6 billion (EUR 2.8 billion), with an EFSI commitment of PLN 4.1 billion
(EUR 954 millon).

Projects promoted by LRAs constitute a significant part of EFSIsupported
investments in Poland.One third of the approved Polish projects (Table 3.1),
totalling PLN 2.632 billion (EUR 627 million) with EFSI support of PLN 1.342
billion (EUR 320 milion), are from LRAs.

2 Eurostat.
2L As at11™ April 2017
22 Exchangeate: 1 EUR=4.2 PLN (May 2017).
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Table 3.1: Pdish

projects financed byEFSI financing

Project value

EFSI support

Project promoter Num_ber E PLN million PLN million
Projects (eyR million)  (EUR million)
LRA 5 2,632 (627) 1,342 (320)
Central government 3 5,397 (1,285) 2,086 (497)
Private (banks) 4 9,322 (2,220) 2,464 (587)
Private (other) 3 908 (216) 430 (102)
Total 15 18,259 (4,347)| 6,321 (1,508)

3.1.3 The project

The Rydygi er Hospital [

n

extended a loan of around EUR 57 million tofowmnce reconstruction and

fitting-out of the lospital.

The project is pioneering in two respects; it is the first EFSI publiesector
project in Poland and also combines EFSI financing with ESIF grant

support, which is financing another part of the rehabilitation. The investment

includes a majorproject® cofinanced under the Regional OP Kujawsko

Pomorskie 20142020 as well as smaller investments under national OP

Infrastructure and Environment 2629020.

3.1.4 Objectives

The project is part of a regional lotgrm integrated investment programm

focused on achieving the technical and professional hospital standards required
by Polish and European lawhe Development and Modernisation Programme
in Regional Hospitaldhas been implemented since 2009 with the following

objectives:

A raising thestandard of medical services;
A modernising hospital infrastructure and increasing energy efficiency;

A improving the usability, functionality and aesthetics of health care

facilities;

A equipping health care units with medical and-needical equipment for

providing medical services.

23 1n the meaning of CPR Ade 100.
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The investment progr amme6s -fundeddythep h as e
EIB:

A Phase i 20107 major beneficiaries: Regional Children's Hospital and
Oncology Centre, both in Bydgoszcz; investments in other facilities;
PLN 873million (EUR 208 million);

A Phase Ili 20157 major beneficiary: Regional Specialist Hospital in
Wgocgawe Kk ; i nvestments in other fa
million);

A Phase llli 2016i benefi ci ary: Rydygier Hospi
framewok of EFSI).

The longterm economic and social objectives were formulated by the
regional authorities under the Kujawsko-Pomorskie development strategies
(current generation 2012020 adopted in 2013. According to the current
strategy, one strategic gdar regional development policy is to support active
society and efficient services, which includes continued improvements in health
care delivery.

The regional authorities support not only seifned and managed health care
facilities, as in this casbut also those owned and managed by local authorities
in the region and serving as primary care facilities. This is done mostly through
ESIF ROP funding.

The objective for the EFSI project is to improve health care in the region and the
city of udhexpansion and regonstruction of the regional Rydygier
Hospital The project scope envisages:

A construction of a new main building added to the existing building
(being an ESIF major project),

A construction of buildings for the infectious diseakespital and six
psychiatric wards,

A construction of an administrative building, which will also
accommodate an automatic pharmacy,

A construction of a foustorey car park.

More specifically, goals afe

24 KujawskoPomorskie Development Strategy to 2020 (2013).
25 http://europa.eulinvesteu/projects/hospitali%eC5%84extended en
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merging 6 clinics, with administrative savings anorenmedical staff;
2,000 staff caring for 86,000 patients a yeatr;

increased number of beds from 551 to 1,059;

increased floor area from 20,000 to over 50,000m?;

57,000m? of green space, including roof gardens of 2,000m2.

Too To Joo o T

3.1.5 Governance

The governancetisicture needs to be analysed in the context of the Kujawsko
Pomorskie regional authorities as:

A Creator of the regional development policy, programmer and one of the
prominent executors of the regionos
KujawskePomorskie DevelopmentStrategy to 2020as well asThe
Development and Modernisation Programme in Regional Hospitals
Owner, manager and investor in regional hospitals;

Managing authority for the ESIF ROP 202@20;

Owner ofKujawskaPomorskie Medical InvestmerKPIM) as a vehicle

to invest in the modernisation of regional hospitals;

Stakeholder in the multevel governance of ESIF and healthcare policy
in Poland;

Stakeholder in development of local administration units in the region, i.e.
cities, districts, commes;

A Partner and client to financial institutions, namely the EIB.

o To Do oo

In all of these roles, the regional authorities are represented by the Marshall and
the Regional Executive Board, and operationally by departments in the
Kujawsko-Pomorskie Marshall Offigeor owned and supervised bodies, such as
KPIM.

As the project is implemented under a walhctioning integrated approach to
regional healthcare modernisation (i.e. tagjawskePomorskie Development
Strategy to 202@s well asThe Development andodernization Programme in
Regional Hospitals the regional authorities have undertaken a series of steps
for a successful governance structure and investment. Since 2007 the regional
hospitals have been consolidated into functional administrative sesctilio

make optimal use of existing hospital infrastructure as well as to carry out the
necessary investment, several regionalyned independent medical entities
have been merged into larger and more powerful providers of comprehensive
diagnostics andreéatment. These cover practically all basic areas of medicine
around the three major regionalcitie By dgoszcz, Tor ulTls and
consolidation has achieved economies of scale, investment and modernisation of
health infrastructure.
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The mergerb i ndependent public health <care
through Rydygier Regional Polyclinical Hospital in Torun taking over other

i nstitutions | i ke the Regional Dent al
the Regional Hospital for InfectisuDiseases, the Regional Psychiatric Centre,

and the Regional Ambulance Service Station.

To execute the investments, the regional authorities established KPIM in 2009.
This special purpose company is also the EFSI project promoter and borrower
from the EB on behalf of the regiorKPIM as implementing body oThe
Development and Modernisation Programme in Regional Hospigalan
investor in the rehabilitation of Rydygiddospital on behalf of the regional
authority as the hospital owner. KPIM manages the EFSI rehabilitation project,
organises tenders and manages construction and service deliveries. The
company was also responsible for all contact and negotiations withlBhior

the EFSI loan contract, which was signed by the Regional Executive Board and
the regiondbs treasurer.

In terms of governance, the regional authorities are also the ROP managing
authority, signing the Rydygier Hospital ERDF grant agreement arwdiaibicg

for proper expenditure of ESIF funding. The ESIF major project also requires a
guality review or EU Commission acceptance procedure, with the involvement

of the regional authority as the managing authority. There are also nd¢oslal
stakeholdes, the bodies deploying ERDF support from the national OP,
including the managing authority in the Ministry of Economic Development, the
implementing body for the health sector priority axis in the Ministry of Health.

The projectos f iumdiagfrom:a l pl an assumes f

A EIB (EFSI loan);

A ERDF (ROP and some from the national OP Infrastructure &
Environment);

A the hospital's own funds.

For any EFSI/ESIF combination, the financing needs to be clearly demarcated to
prevent doubldunding from the EU and to higight the own contribution. The
Rydygier Hospital clearly separates EFSI and ESIF investments. The ESIF

I nvest ment under tdoestrugionPf acnewnsin buildongn | y  t
added to the existing buildi ngBFSwher e:
Importantly, the obligatory national contribution to ESIF investment is provided
from the regionds hospital own funds,
EFSI loan includes an ESIF contribution (both from the ROP and the national
OP).

39



Highly importantly, the governance structure needs to be clear for timely,
efficient and | awful public procur emen
operations (Rydygier Hospital) during implementation.

3.1.6Achievements

Successful completion dfhe Develoment and Modernisation Programme in
Regional Hospital§ Phases | and Il, as well as obtaining finance for Phase Il
with EFSI and ESIF funds have been achieved through the integrated approach
framework to health in the Kujawsk@omorskie region.

By April 2017, after successful public procurement processes and selection of
most contractors for works and services, construction at the Rydygier Hospital
had started. | mportantly, the hospital

3.1.7Main challenges

The main challenges were mostly related to managing the -ES8t
combination:

A The regulatory framework is complex and attention is needed to fulfil
all the financial conditions - i.e. proper provision obwn contribution
and demarcation &FSI/ESIFexpenditures

A Furthermoreall project assumptions for both funding sources need to
be coherent and targets/achievements need to be oversdenfully
comply during programming and implementation of both EFSI and ESIF
parts of the project.

A Avoiding EFSIpr oj e c-p | & ty iwob aiding requirements beyond
the legal/formal framework. In this case, the EFSI loan was conditional on
recognition of the project from &teering Committee on Health Care,
established under the Polighartnership Agreement 2042020 at the
Ministry of Health. This supported coordination of ESIF in medicine, but
did not assess individual investmerithis requirement was met with
support from all the stakeholders
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3.1.8Lessons learned

The regional authorities underline that exeaqutas large-scale modernisation
investment was possible owing to consistent lostgrm work related to:

A improved organisation in the functioning of hospitals (including
consolidation);

A adoption and implementation of a consistent development policy based on
an integrated approach (the strategy and the integrated investment
programme);

A establishment of a special purpose company for investments (KPIM);

A implementation of investments with the support of a financial partner
(EIB).

An important success factor waksothe supportive role of all stakeholders
including the Ministry of Economic Development (also as national coordinator
of the Juncker Plan), the Ministry of

Combining different funding sources, including EFSIda&SIF can be
successful though demanding in the regulatory environment of both frameworks.

Cooperation is important, with both the host local authority (the City of
Toru® and with contractors ThedCityot onst i
T o r is &tremely important for positive recognition of the project in the

local community and acceptance for inconveniences during construction.

Project implementation involves multilateral meetings with all stakeholders,
including the regional authorities, KPINRydygier Hospital, the City authorities

and the contractors.

3.1.9Conclusions and recommendations

This case study shows hoBFSI and the combination of EFSIESIF can
successfully support LRA investment in health care.

The funding can offer significant benefits whased in a welfunctioning
integrated approach to regional healthcare modernisation Provision of
financing for investments under a leteym integrated infrastructure investment
programme (likeThe Developm& and Modernisation Programme in Regional
Hospitals of KujawskaPomorskie) cansolve much more complex social
challenges( | i ke modernising the infrastruct
system) rather than just support singtEnt projects (whichby nature, cannot

always impact the entire system, or the surrounding environment).
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For institutional capacitysignificant policy effects can be achieved with a
strategic approach, continuous longerm policy and strong coordination of
policy implementation by the regional executive

For EFSI accessibility, currently in Polandational coordination by the
Ministry of Economic Development plays a key role, as does the EIB
offering information and support to potential candidates. Project development by
candidates is also important.

3.2 Lisbon Urban Renewal Housing Climate Framework
Loan (Portugal)

3
Location Lisbon (Portugal)
- .‘V‘{/. (J
EFSI financing EUR 51 million (£'tranche) of EUR 250 million
Source of financing EIB
Additional ESIF financing g
Total investment EUR 523 million
Transport; Environment and resource efficiency
Sector .
Social infrastructure
Timeline Approved on 19/07/2016; signed on 08/11/2016
LRA(s) involved Municipality of Lisbon 2 e
. o . ea
Project promoter Municipality of Lisbon &lirboa
EIB link:
http://www.eib.org/infocentre/press/releases/all
Web links 16/2016256-eusupportsthe-modernisatiorof-

lisbonsinfrastructurewith-a-eur-250-million-eib-
loan-underthe-investmeniplanfor-europe.htm
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3.2.1 Summary

Lisbon was thefirst municipality to benefit directly from EU support under
ESIF. The EIB and the Municipality of Lisbon signed the first EUR 51 million
of a 30year EUR250 million framework loan under EFSI to support urban
regeneration in the city and lostgrm growthand competitiveness.

This EUR 250 million EIB framework loan will finance urban infrastructure in
selected areas of the city, improve the quality of public spaces, renovate schools
and cultural equipment and complete the regeneration of the river front.

3.2.2 The context

Lisbon is the capital and major tourist and economic centre of Portugal. The
city has apopulation of around 513,000, within a metropolitan area of 2.8
million people.The city lost about 240,000 inhabitants over the last 3 decades,
mogly due to a lack of affordable housirglapted tdamiliesd modern living
standard®. There was also insufficient or outdated urban infrastructure and
increased flooding.

Within the builtup area (Figure 3.1) there are about 52,500 housing units (2011
census) with a majority of buildings built at the beginning of the last century.
Most degraded buildings are in the historical centre, where some 45% are in
need of repaff. There is a high share of old and historical buildings in Lisbon.
Many of them require refurbishment but the refurbishment rate is less than 1%
per year.

Lisbon would like refurbishment to consider a holistic approach, including
energy and indoor envinmental quality, as well as the design of the
surrounding public spate Although, demographic and physical decay in

Li sbonbébs inner <city has been countere
and renovation programs in several city districtshavé stad , Li sbonds i
is still markedly lagging behind most other EU capitals for renovation and
investmentt.

%5 European Investment Bank (2017).

" Pinto, C., Domingos, A.L., Pinto M. M., and Pousad#2016).
28\Wendt W., Padilla M., Fanderl N., and Hawxwell, T. (2016)

29 http://blog.goethe.de/weltstadt/archives/A26bonsObstinacy.html
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Figure 3.1: Built up area and green spaces in Lisbon

N
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- Green Areas

— | Building
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Source: reproduced from Pinto, C., Luisa Domingos, A., Manuel Pinto, M, and
Pousad42016).

Due to the form of the landscape and the town, the local geology, building in
ancient water streams and the incapacity of the old sewer system, Lisbon is also
heavily affected by natural hazards, particularly floodirigense urban
occupation futher increased th problem both above and belgrmound. Some

of the neighbourhoods in Lisbon, including parts of the historic city centre, have
faced regular flooding. In 2014, two major floods within weeks highlighted the
need for the city to adapt to thedfects of climate changédditionally, the

sewer system of Lisbon is unitary and separate, extending over about®8.4 km
This system is already seriously agthg

A 21% of drains were built before 1919:
A 43% between 1919 and 1960;

A 24% between 1961 an®80;

A and only 12% since 1980.

As highlighted i1 n the European Const
profile on Portugdf, the countryés housing and
strongly affected by the economic and financial crisis. The number qjasues

in the construction sector fell by 19% between 2010 and 2013. Furthermore,
from 2008 to 2014 construction of buildings declined by 57% and the gross

%0 Pinto, C., Domingos, A.L., Pinto M. M., and Pousad#2016).
%1 European Commission (204)6
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operating rate decreased from 36.7% in 2008 to 8.5% in 2013. Since the
beginning of the crisis anche& fiscal consolidation requirements, access to
finance has been problematic due to difficulties in both the banking sector and
the public sector. On top of this, the Portuguese construction sector is still
affected by late payments and a tight nationaldget, which hinders investment

in civil engineering. Consequently, construction of new dwellings dropped by
83% from 2008 to 2015 and housing availability and accessibility has become a
major issue.

3.2.3 The project

The proposed framework loan concefinsincing for the Municipality of Lisbon
20162020 Investment Programmeisbon is the first EU municipality to
receive direct support from EFSI. Following the financial crisis, Portuguese
banks have been unable to provide lbaign loans that match the@omic life

of various components of the project such as urban infrastructure and housing.
Municipalities could not access the capital markets and Portuguese banks were
unable to provide longerm finance for this projectSo the EFSI loan
addresses serios market failure in Portugal.

The project focuses on urban development and covers urban renewal including
mobility and climate change adaptation. It comprises schemes in urban and
brownfield areas in Lisbon, integrated in the Urban RehabilitaBtategy
(Estratégia de Reabilitacdo Urbana de Lisboa 2011/2024), approved in 2011.
This includes modernisation of public buildings, urban development,
construction and rehabilitation of urban roads, parks, car parks, public squares,
drainage, social houwsy, schools, cultural facilities and other municipal
infrastructure. The strategy is also consistent with the hilglvel Municipal
Master Plan, (Plano Diretor Municipal), last updated and approved in 2012, with
a Strategic Environmental Assessment inelinvith the SEA Directive
2001/42/EC provided to the EiB

The total investment is EUR 523 millih of which EUR 51 million is a i
tranche) of EUR 250 million from EFSI financing. The framework loan includes
mainly small and mediursized sukprojects (éss than EUR 50 million) most
of them related to urban infrastructure, urban rehabilitation and renovdiign

2 European Investment Baik016a).
¥ Indicative expenditure per year: 2016: 25%, 2017: 35%, 2018: 23%, 2019: 11%, 2020: 7%.
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also includes a larger project related to the drainage sysasmvell as projects
related to social housifiy In more detail, the framewot&an covers:

A
A

Rehabilitation of urban roads/streets (250km);
Reconstruction and enhancement of 30 public squares;

Innovative urban mobility solutions such as urban lift and escalators in
pedestrian city circuits, a funicular railway, bike sharing, edaran ICT
smart mobility platform;

Diversified urban regeneration interventions, including requalification of
public buildings and public spaces, as well as new underground and
surface parking spaces that are predominantly residential and Park and
Ride;

Smart City innovations such as license plate recognition systems, car
access control systems in historical neighbourhoods, parking meters with
license plate registration and integrated with a control centre, etc.;

Parks and green areas;

Reorganisatiorand modernisation of fire stations, including construction
of 11 new ones;

Infrastructure accessibility targeting the elderly, families with young
children and disabled people;

Cultural facilities including museums, libraries and other city archives
(e.g photography);

School renovation;

Upgrade of existing drainage networks, including the construction of a 5.5
metre internal diameter tunnel, 5 km long;

Social housing, for both migrants and vulnerable local residents (412 new
social housing units buiind rehabilitation of another 960).

3 Management and prevention of floods and risk management under the city202Mérainage master plan,
to improve the resilience of vulnerable areadmdity's historic centre and other locations.
% Financing Contract between City of Lisbon and EIB! @ttober, 2016.
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3.2.4 Objectives

The project will contribute to the overall development of the city and enhance
life and business conditions in Lisbon. In addition, the project should foster
economic development by taking intmnsideration changes in demographic
and economic conditions, improving mobility within the city and adapting to
climate change. These are prerequisites for improving its attractiveness to
people and investors.

The projectods me aimpoveceseryday life fa mhabitantss wii
Their social relations and routines will benefit from enhanced mobility, as well

as the rehabilitation of social housing, upgraded municipal infrastructure,
schools, cultural centres, and other public service intretstre.

Specific attention will be given to social benefits by regenerating urban areas
and reducing the shortage of social housing. The planned relocation project will
improve the quality of housing and living conditions for eligible households
with belonv-average income in two urban neighbourhoods.

The Bairro da Boavista and Bairro Padre Cruz, locations planned for new
construction, will have to temporarily -settle about 760 families due to the
demolition of existing social housing units and subsequemstruction to

higher standards. The Municipality of Lisbon has broad experience in resettling
peopl e, from past rel ocation projects
60,000 people from 20,000 shanty town dwellings to 17,000 social housing
units

The resettlement process is legislated and planned in a participatory way.
Temporary accommodation is in Lisbon, with similar living space but better
technical standards. Additionally, housing units will be adapted for disabled or
elderly people (whereneeded) facilitating social integration and the
identification and care of vulnerable groups and people with special needs. After
completion of reconstruction, families will be able to stay in the temporary
accommodation, which many have chosen to dbemgst.

A small number of social housing units to be financed under this EIB
operation may be dedicated for refugees and asylum seekerSuch
investments would alleviate the situation created by new arrivals in Lisbon in
the coming years.

Sector speci€ objectives focus oithe use of resources and environmental

effects The net environmental impact is expected to be positive. As a signatory
of the Covenant of Mayors for Climate and Energy, Lisbon is fully committed to
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Climate Action. This is one of thdrivers in urban planning and projects,
including mitigation and adaptation measures as part of the City investment
programme:

A Under the urban renewal scheme, EIB funds will finance the renovation
of existing social housing and the construction of hesoemmodation.
The investments are expected to bring a number of positive effects in
terms of climate mitigation. These include energy savings in public
buildings and social housing from insulating walls and roofs, changing
windows and other energy efficeynmeasures.

A The scheme includes pedestrian areas and bicycle paths as well as Smart
City components, which contribute to sustainable mobility and climate
mitigation.

A Lisbon is developing its Climate Adaptation Plan, which identifies the
main climate ks for the City (i.e. long drought periods, heat waves,
heavy rainfall and floods) along with the vulnerable areas. The plan also
proposes actions to develop and designeets addressing these risks.

A The Lisbon Master Drainage Plan addresses climaiptation. One of
the main investments of this operation, the drainage system, takes
account of climate change. It is designed to cover more intense rainfall
and a rise in sea level.

A Lisbon is also improving its resilience against earthquakes, given its
location in a seismic area. This is particularly relevant for the new social
housing, which will comply with the latest design codes. Furthermore,
the new facilities associated with the reorganisation of the fire brigade
and other emergency services will nalnate vulnerabilities from
structural weaknesses, which were recently identified in the main
building housing these services.

3.2.5 Governance

The project promoter is the Municipality of Lisbon while final beneficiaries

are the Camara Municipal deisboa (CML) and the municipal companies
responsible for each major investment component; GEBALIS (Social Housing),
EMEL (Parking), and SRU LISBOA OCIDENTAL (Urban Regeneration).

The EFSI project I's based on theéer city

lays down a multennual investment strategy for urban renewal, management of
floods and social housindVith this strategy, the city is emphasising urban
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regeneration as a central future development objective The capi tal o
plan approved in 2012, s a strategic tool gui ding
was the backgund for the EFSI application.

To apply for EFSI, the Portuguese national government must agree to the
investment plans and the funding. This means that the national audit court has to
approve the contract with EIB before implementation can start. This approval
process is still ongoing.

For implementation of the EFSI project, the city of Lisbon is responsible

for the project and autonomous in its decisionsDuring the application
process, a private bank with experience in EIB funding provided important
support, including advice on legal and financial issues organising information
for the candidatur e, especially the
authorities did not have acee® the detailed knowledge of some requirements
and legal prerequisites of the applicati@o specialised support from the
national bank was decisive in the success of the application.

Within the city of Lisbon, for fund raising theisboa/Europa 202MMission
Teamstarted work in April 2012 and should:

A mobilise partnerships with the University, the business community and
social and cultural institutions;

A maxi mi se Li sbonds contribution
implementation;

A optimise the use of finarat resources in the 2012020 period.

In addition, a specific team, thasboa XXI Programme Management Teasn,
responsible for the EFSI project management. Within this team, managers have
been defined for each topic (urban renewal, floods, social housing). These are
responsible for linking activities within city departments as well as collecting
information anddata. This team of about 10 people is also responsible for
monitoring and compiling indicators for reports to the EIB.

These two teams (Lisboa/Europa 2020 Mission Team and Lisboa XXI
Programme Management Team) implement the overall strategic investment
plan.

3.2.6 Achievements

For monitoring, the city of Lisbon has defined a number of indicators which will
be reported to the Blduring implementation. EFSI financing not available
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until the EFSI project is approved by the national audit court. Acuprid the
requirements, reporting will start as soon as the funds are used.

Even though Lisbon has not received funding yet, implementation of strategic
investment plan activities foreseen in the EFSI project has started already. About
10% of the plannegpr oj ect s have been i mpl ement
financial means.

3.2.7 Main challenges

Even large cities do not always have the necessary knowledge of legal and
financial prerequisites to apply for the EFSI financing This refers not only

to the regulation of the program itself but even more to the question of how to
comply with these requirements within a national framework. Thus, major
institutional and administrative challenges in accessing and managing funds are
that:

A fulfilling all the requirementsof the application process is very
difficult and demanding;

A specific expertise is needed which is not alsvavailable within
authorities.

Lisbon was able to apply because of the capacity of its municipal experts and
then only with the support of a private bank. For smaller commartitiis is
even more difficult.

Furthermorethere are pre-condition obstacles Dealing with investment and
debt is politically sensitive in Portugal. A lot of national regulations and laws
have to be considered when planning and implementing such projects.

3.2.8 Lessons learned

The EIB loan is considered to be a key contributionto the effective
implementation of the investment programme not only the proposed amount
but also the long maturity compatible with the long life span of the investment.
EIB cofinancing of the promoter's muéinnual investment program would also
be keyto fostering participation from other banks.

Li sbonds application has been success

sustainable development in the city. So far, experts see the most important
success factors as:
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A a current strategy with mature and clear ideas for the major
investment plan, which formed the basis of the application;

A political support with good political leadership and committed
decision makers;

A project management skillswhich facilitate efficient and effective
implementation.

3.2.9Conclusions and recommendations
The main recommendations resulting from the case study are:

A Better consideration of national frameworks. The European
Commission should clearly understand that the prerequisites for
application can differ widely betweerountries. This should be
considered whin the programme requirements.

Lisbon shows highly dynamic economic development which has been
supported by the active involvement of the mayor of the city. The city
now has good finances and was able to establish a range of
programmes supporting businesses and investment. Nevertlieess,
country had to cope with severe financial challenges in the past so
many other Portuguese cities have difficulties in applying for EFSI
financing The regulations concerning public debt are also a concern
since investment options are constrained Bgé¢hin many cities. The
criteria for obtaining finance has to consider the capacity of the
municipality to incur indebtedness, since it has a direct impact on the
country's public debt. The provision of a framework loan is not
adequately in line with Porjuese national legislation. Indebtedness
Is measured by the value of the financing contract and not by the
multiannual disbursements. The municipality tried to find a solution to
make as few contracts as possible within the framework loan but had
to reducehe amount of the first funding to put it on an annual basis.

A Training for LRAs. Many LRAs/cities do not have enough specific
expertise to be able to apply. To enhance institutional and
administrative capabilities and to make it easier for cities, b@ini
would be needed in terms of:

- knowledge about codtenefitanalysis;

- budgetary management and eligible costs (for EU funding in
general);

- strategic planning and implementation.
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A Targeted information for LRAs. In particular, this concerns:

(1) How to cope with the wealth of information;
(2) Being able to filter information sources according to needs.

Today, potential applicants have to screen various sources of
information about EU funding from different European institutions
and on a number ofiferent websites. Smaller cities, with less
personnel resources, would find it difficult to keep an overview of the
options and easily assess the possibilities for funding.

A Related to that challenge, the Lisbon team proposes establishing an
informationplatform that would provide information according to the
type and needs of applicants, such as LRAs. A search engine could
ask for the type of applicant (e.g. city/region), the needs and types of
planned actions. From this information, the platform couldrpise
and filter to show only relevant information about ava#atograms
and funding options.

A More flexibility of funding requirements. In general, the city of
Lisbon would appreciate more flexible funding to better match the
development strategies the city. It proved very difficult to match
the strategic plan of Lisbon with the EU funding framework. Without
the support and expertise of the Portuguese national bank this
matching would have been extremely difficult to elaborate and
finalise. Greaer flexibility in terms of content would ease
implementation of activities and measures. At the moment, existing
strategies partly have to be readjusted or only selected parts may
receive funding. Another barrier for flexible use of EFSI financing is
the maximum repayment period of 20 years, even with {tergn
investment.

A Combination of public and private initiatives. For the development
of cities and regions a combination of public and private initiatives
and financing is needed. Therefore, combined sscte funding for
public and private actoiisis necessary. It would be useful to include
the possibility of extending conditions offered to municipalities (at
least better conditions than offered by commercial banks) to private
partners. As an examplsocial housing would be improved if public
authorities or private investors are supported to buy the land and
private investors have access to funding for investment in buildings.
Support would include low interest rates on loans for both partners, or
on private partner loans if public land is provided. To make use of
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combined national investments and EU funds and to increase total
investment the private sector shouldcabe able to receive funding.

A National support for information and training. Lisbon is one of
only a few cities in Portugal with the capability and expertise to apply
for such funding programs due to its personnel resources. Even so,
support was valuable and necessary. Many cities would need even
more support for preparation andpéipation. National representation
could provide a specialised support team for EU programs and EU
funding. This team would be able help, discuss options and solutions
and support the application process based on the requirements of
different programs.

3.3 InnovFin agreement T Regional promotional
institutions supporting innovative SMEs (Germany)

North-Rhine _ Y
Westphalia ' Hesse '

Berlin Hamburg

Location

‘ Rhineland

Brandenburg Palatinate ‘ b

Schleswig
Holstein

EFSI financing N/A

Source offinancing [=lz
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Additional ESIF
financing
Total investment EUR 110 million

Sector Innovative companies (SMEs, small rudps)

Timeline June 20162018

Six regional promotional institutiongYirtschafts und
Infrastrukturbank Hessem\{IBank), Investitionsund
Strukturbank Rheinlan@falz (ISB), Investitionsbank
LRAs involved SchleswigHolstein (IB.SH), Hamburgische Investition
und Forderbank (IFB Hamburg), Investitionsbank des
Landes Brandenburg (ILB) and Investitionsbank Berli
(IBB)

Project promoter NRW.Bank \\_‘

NRW.BANK

EIF link:

http://www.eif.org/what we do/guarantees/news/201
si_innovfin _nrw bank.htm

NRW.BANK link

Web links https://www.nrwbank.de/de/corporate/presse/presses
v/2016/160620 PI Innovative Unternehmen deutsc
ml

Official (German)

http://www.innovationskredit.eu/

3.3.1 Summary

The InnovFin SME Guarantee Facility provides guarantees and counter
guarantees for debt financing from EUR 25,000 to EUR 7.5 million for
innovative SMEs and midaps with less than 500 employees. The facility is
managed by the EIF and is rolled out through financiermediaries banks

and other financial institutions in EU Member States and Associated
Countries. Under this facility, financial intermediaries are guaranteed by the EIF
against a proportion of losses incurred on eligible debt financing.

The InnovFinagreement enables NRW.BANK together with six other regional
(stateowned) promotional institutions to provide loans to innovative companies
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in seven German federal states: NeRinine Westphalia, Hessen, Berlin,
Brandenburg, Hamburg, RhinelaRélatinateand SchleswigHolstein. Smaller
innovative companies can now more easily obtain loans and benefit from
favourable credit conditions from their regular banks. The willingness of the
banks to lend has increased because they are exempt from 70% of theskredit
That has been taken over by the regional promotional institution.

3.3.2 The context

A study carried out by the KfW banking group shows that a lack of funding is
the most significant barrier to innovation for small and meesizad
enterprise¥. The study also shows that the greater the level of innovation in a
company, the more frequently it has difficulties with access to finance. Funding
difficulties hit hardesthose companies that are most important for the structural
change and competitivenessthe German economy. In addition, company size
iIs important as financing innovation poses considerably greater problems for
small and young enterprises than for larger and older enteffrises

Regarding investments in innovation, firms in the manufagjusector with 50

to 250 employees are the most active. About 89% of them invested or sought
investment in 201%8. As in other European countries, the share of investors
decreases with firm size. However, investment activities of SMEs in Germany
have weakned in recent years, especially in the manufacturing sector. More
specifically, firms in the manufacturing sector with 50 to 250 employees were
also the most active in terms of product or process innovation. About 68% of
them innovated in 2012013, wheras only 28% of the firms with less than 10
employees implemented innovations in the same peBwodh the share of
process innovators and the share of product innovators have fallen sinte 2006
2008. Given that innovative SMEs grow faster in terms of enmpéoy and
turnover, this is a worrisome trend.

% KfW (2015).
3TKfW (2009).
3 KfW (2015).
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Figure 3.3: Reasons for abandoning, postponing or downscaling
investments

Expectation of falling sales prices 35 %
Financing difficulties 33 %
Uncertainty about domestic demand development 32 %
Bureaucratic obstacles 26 %
Expectation of nising personnel expenses 24 %
Preference not to tie up funds in the long term 24 %
Expectation of rising energy costs 21 %
Lack of suitable skilled personell 19 %
Expectation of nsing matenal costs (without energy) 14 %
Uncertainty regarding demand development abroad 13 %

Uncertainty regarding development of Ukraine conflict 8%

Source: KfW (2015).

On average, about half of investment by SMEs is financed from their own funds
and about one third by debt. Only in the construction sector is the share of
external funds considerably higher at 40%. Subsidised loans and grants make up
about 16% of fundingni the manufacturing sector and about 12% in the service
sector. Alternative sources of finance, such as mezzanine or venture capital, play
only a minor role.

An interesting pattern also emerges from a comparison of the investment
financing structure acses different firm sizes. While micro enterprises finance
about 55% of their investment from their own resources, small firms with less
than 50 employees finance some 46% of their projects with internal funds.
Surprisingly, seHfinancing is again more imp@nt for mediursized
enterprises with 50 to 249 employees, accounting for about 55% of their
investments.

However,in comparison with the rest of the EU, access to finance is less of a
barrier for Germaenterprises:

A Depending on size and financingeds, SMEs can choose between
various banking groups providing lotgrm loans and other forms of
finance.

% Deutsche Bank (2013)
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A Promotion banks facilitate credit supply but do not tolerate
unprofitable investments, or a weak business model.

A SMEs have a high and still increagiown capital ratid not least to
remain less dependent on bank lending.

3.3.3 The project

In June 2016 the European Investment Fund (EIF) and NRW.BANK and six
regional promotional institutions signed an InnovFin agreement benefitting from
the support bthe EFSI. InnovFin supports innovative and fast growing SMEs
and small miecaps in Germany. The starting point of the agreement was a call
for tender by the EIF. NRW.BANHK in co-operation with six other regional
promotional institution$ submitted an@plication.

The InnovFin SME Guarantee supports:

A SMEs investing in the production or development of innovative
products, processes and/or services that have a risk of technological or
industrial failure;

A SMEs and Small Migtaps that are fast growing enprises, so their
workforce or turnover has increased by at le@862.a. over the last
3 years;

A SMEs and Small Migtaps that have significant innovation potential
or are research and innovation intensive enterprises, satisfying at least
one innovatiorcriterion from a predefined list.

Under the InnovFirBME Guarantee, EIF provides Edupported guarantees or
counterguarantees to financial intermediaries to cover losses on a portfolio of
SME loans. The guarantee covers up to 50% of the loss on each new eligible
loan, bond or lease, originated typicallyritig a twoyear period. The guarantee
ensures reduced credit risk and lower capital requiremehite EIF
encourages financial intermediaries to pass these benefits on and extend
new debt financing to innovative enterpises on more attractive terms.

The InnovFin agreement enables NRW.BANK together with six regional
promotional institutions to provide loans to innovative companies in seven
federal states of Germany. The six institutions are state development banks:
Wirtschafts und Infrastrukturbank HesserfWIBank), Investitions und
Strukturbank Rheinlanéfalz (ISB), Investitionsbank Schleswhtplstein
(IB.SH), Hamburgische Investitionsund Forderbank (IFB Hamburg),
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Investitionsbank des Landes Brandenburg (ILB) and Investitionsbank Berlin
(IBB).

The man characteristics of the agreement are:

A to improve access to loans for innovative and fast growing SMEs and
small midcaps (firms with fewer than 500 employees);

A the loans are granted during a period of two years {2ZIiB) with the
support of a guaraaeé provided by EIF;

A financial intermediaries are guaranteed by the EIF against a proportion of
their losses incurred on the debt financing covered under the facility;

A the agreement does not promote a specific sector. The criteria for funding
are the sizeof the companyi SMEs as defined by the European
Commissiori and fast growth or innovation, as defined in the agreement.

The process for granting credits starts with the final beneficiary applying for
credit at their local bank which in turn addressdeWWBANK, or one of the
other six regional promotional institutions, for refinancing and a release of
liability. The promotional institution assumes liability for 70% of the risk on the
loan granted by the local bank. The EIF also provides guarantees bn deb
financing for the promotional institution (50% of the risk taken on by these
institutions). In summary, the credit risk is then 30% local bank, 35%
promotional institution, 35% EIF. So, with a credit default the EIF covers 35%
of the losses.

Difficulties in access to finance are one of the major constraints for small and
mediumsized enterprisesThe willingness of local banks covered by
InnovFin to grant loans has increasedecause they are now exempt from 70%

of the credit risk, which has been takeneowy the regional promotional
institutions and the EIF. The agreement is expected to generate EUR 110 million
of loans. NRW.BANK assumes credit default rates-6£6 and the EIF assumes

a part of the liability under these defaulted loans. At the same itmmevative

and fast growing companies benefit from favourable credit conditions.

3.3.4 Objectives
The objectives of the agreement are:

A to help fast growing and/or innovative SMEs to enhance their competitive
ability and to provide and safeguard j&bsl apprenticeships;
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A to improve access to loan finance for innovative and fast growing SMEs
and small miecaps (less than 500 employees);

A banks should offer more favourable credit conditions, because they are
now exempt from 70% of the credit risk, whishassumed by a regional
promotional institution and the EIF;

A to promote companies and not individual projects;
A funding recipients are commercial companies and theesgiloyed:;
A to generate EUR 110 million of loans within the seven federal states.

In general, this agreement reflects the EU's commitment to rapidly launch
concrete initiatives under the EFSI, accelerating lending and guaranteeing
transactions capable of boosting jobs and growth in the EU.

3.3.5 Governance

NRW.BANK and the other six regnal promotional institutions operate on the
same level. NRW.BANK has a coordinating function across the seven
institutions, including communication between the EIF and the group
Compulsory reporting to the EIF is also handled by NRW.BANK.

NRW.BANK is the state development bank of North RhiWestphalia. Its
mission is to support its ownér the state of North Rhiné/estphaliai for
structural and economic developments three fields cover economic
development, housing and urban development. NRW.BAN# aswide range
of toolsi including lowinterest loans, equity financing and advisory serviltes.
cooperates with all banks and savings banks in NRW on a competgidral
basis. NRW.BANK takes into account existing offers from the Federal
Governmentthe North RhinéNestphalian government and the EU in its offers.

Il n contrast to commerci al banks, NRW.
local and house banl®s and other channels for development funds.
NRW.BANK operates in a strictly nediscriminatory manner towards other
financi al I nstituti owmseutral rEldtienshigs awithk 6 s
cooperative, private and savings bank:
NRW.BANK operates in the following fields:

“%In Germany a company will normally have a primary relationship with a singleo tank(ldausbank
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securing and improving the small amdediumsized business sector,
especially through finance, including venture capital, for business start
ups and business expansion;

social housing;

urban development;

infrastructure initiatives;

agricultural, forestry and rural initiatives;

environmentaprotection, technological and innovation initiatives;

social, cultural and scientific initiatives.

Too T Jo o T I

NRW.BANK also provides finance for central, regional and local authorities and
specialpurpose associations under public law and participates in projects
financed by the EIB or similar projects in the interest of the community.

With only a few exceptions, all seven regional promotional institutions use the
same criteria for lending to SMEs. NRW.BANK has fixed a maximum loan of
EUR 7.5 millionT the other baks of EUR 3 million. Although the InnovFin
SME Guarantee Facility provides guarantees and cogotaiantees on debt
financing of between EUR 25,000 and EUR 7.5 million, NRW.BANK has set a
minimum loan amount of EUR 100,000, since the same administrdtore ie
required for each loan. In the view of NRW.BANK an appropriate balance is
needed between revenues, administrative effort and the expenses of inspections.

NRW.BANK did not hire additional staff to carry out the programme, which
runs within the ddy lending business. NRW.BANK provides reports quarterly
and for any unusual occurrences. The local banks are in close contact with the
end customers, reporting to NRW.BANK at least once a year and whenever a
borrower is in serious financial trouble.

3.3.6 Achievements

The agreement is expected to generate EUR 110 million of loans, of which
NRW.BANK intends to allocate EUR 30 million.

Since the programme has only been running since the summer of 2016, interim
results are not yet available. In the vielWNRW.BANK it takes some time for
the programme to be a focus of local banks.
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3.3.7Main challenges
The main challenges are:

A The implementation process for the agreement combining seven
regional promotional institutions into a joint structure, esllgcfor the
application and contract draftifigis perceived as complexwith high
administrative efforts and costs.

A The eligibility criteria are very strict and limit the possibility of
funding innovative enterprises or innovation At the moment
promotonal programmes have to be easy to understand without requiring
excessive information. Long lists of eligibility criteria and greater
information requirements lead to fewer applications.

A Another problem is the short availability period of just two years.
Normally a promotional programme is available for at least five years.
Taking into consideration the high costs of implementing this programme,
with legal advice from highly qualified solicitors, high reporting
requirements and high {dosts for a programe available for just two
years, implementing such a program can be difficult to justify for regional
promotional banks.

A The EIF provides standard contracts, kithin this agreement two
specific featureshad to be taken into account:

- the Ohoup®ee duoarkdre mot given directly by
NRW.BANK to the end customer, but by the local bank.

- the programme structure: under the common roof of Bven
different partners have to be coordinated

A The due diligence process by the ElFthe stringent evaation of all
contract partners (NRW.BANK and six regional promotional institutions).
This included the current situation of each bank as a credit institution,
their organisational structure, their processes for allocating loans, risk
assessments and amadysis of their strengths and weaknesses.

A Detailed and regular reporting to the Elfequires considerable
administrative and IT -efforts. There are a lot of data to be reported
guarterly to the EIF by the regional promotional banks. So a lot of time
andeffort has been needed to implement the program.
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3.3.8Lessons learned

It is still too early to draw conclusions on the success of the programme since
figures for the first quarter of 2017 are not available yet.

However, NRW.BANK is experienced in camg out programmes within the

framework of the EIF and has no difficulties with this one. It has participated in
the EUG6s COSME pr ogr amnile Germamaegiond 0 1 1.
promotional institutions have sufficient institutional and administrative
capability to implement EU-financing instruments for lending to businesses

3.3.9Conclusions and recommendations
According to the experts involved:
A Simplified reporting to the EIF.

A More flexibility in granting credits: the more precisely funding
objectives are defined, the more difficult it is to implement them.
InnovFin funding objectives are already broadly defined, but the contents
should be defined even more widely. With fewer loans, less interest is
shown by locabanks and NRW.BANK.

A Local banks suffer from high pressure on marg®s. simplified and
quicker processes are very important. The current criteria for
granting loans are too cumbersomelf local banks are overstrained with
administrative tasks, there & risk that the programme will not be
accepted. So, a balancing act is required between the aims of the EU and
the implementation partners.
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3.4 Investment Fund TRI in Nord-Pas de Calais (France)

Location

EFSI financing
Source of financing
Additional ESIF
financing

Total investment
Sector

Timeline

LRA(S) involved

Project promoter

(WE RIS

Nord-Pas de Calais
(France)

EUR 20 million

EIB

EUR 12.5 million (ERDF)

EUR 100 million

Environment and resource efficiency

Approved on 22/09/2015; signed on 03/12/201

Nord-pas de CalaiRegional
Council

Nord Capital Partenaires

NG

NORD CAPITAL

Partenaires

Finorpa

fi

finorpa

EIB link:

http://www.eib.org/infocentre/press/releases/al

015/2015237nord-pasde-calais15-meurdans

un-fondsdinvestissemendediea-la-troisieme

revolutiorrindustrielle.htm
fi-compass case study

https://www.frcompass.eu/publication/case

studies/casstudy-captroisi-me-r-volution-

industriellenord-pasde-calaisfrance
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http://www.eib.org/infocentre/press/releases/all/2015/2015-237-nord-pas-de-calais-15-meur-dans-un-fonds-dinvestissement-dedie-a-la-troisieme-revolution-industrielle.htm
http://www.eib.org/infocentre/press/releases/all/2015/2015-237-nord-pas-de-calais-15-meur-dans-un-fonds-dinvestissement-dedie-a-la-troisieme-revolution-industrielle.htm
http://www.eib.org/infocentre/press/releases/all/2015/2015-237-nord-pas-de-calais-15-meur-dans-un-fonds-dinvestissement-dedie-a-la-troisieme-revolution-industrielle.htm
http://www.eib.org/infocentre/press/releases/all/2015/2015-237-nord-pas-de-calais-15-meur-dans-un-fonds-dinvestissement-dedie-a-la-troisieme-revolution-industrielle.htm
https://www.fi-compass.eu/publication/case-studies/case-study-cap-troisi-me-r-volution-industrielle-nord-pas-de-calais-france
https://www.fi-compass.eu/publication/case-studies/case-study-cap-troisi-me-r-volution-industrielle-nord-pas-de-calais-france
https://www.fi-compass.eu/publication/case-studies/case-study-cap-troisi-me-r-volution-industrielle-nord-pas-de-calais-france

3.4.1 Summary

The project is an EFSban to CAP TRI SAS, an investment fund contributing

tot h €roisemeRévolutonindustriell ed (Third I ndus
Nord-Pas de Calais (now part of the Had&sFrance region). This programme

aims to support the region in becoming the first canheuntral French region by

2050. This fund ishe fruit of a joint initiative between the NoeRhs de Calais
Regional Council and CCl (Chamber of Commerce and Industry) Nord de
France.

The fund is looking to provide investments of EUR 100 million and is
conducting fund raising among potential publiedaprivate investors. CAP

TRI 0s objective i sZegudy mainlywireSMES, asgvallias v ar
in midZcaps and Special Purpose Vehicles (SPVs) with projects linked to all or
some of the five pillars of the third industrial revolution and itedvarsal axes.

3.4.2The context

Nord-Pas de Calais is one of the highest energy consuming regions in France.
GHG emissions per inhabitant are 30% higher than the French aVerage
whereas renewable energy in consumption is only 25% of the average. Road
networks, industrial activity and urban density give the region a high ecological
footprint, with elevated air pollution. For mobility, almost all the region is
urban. Energy is primarily consumed by industry, especially the steel industry,
and secondarilypy transportation and housing. In 2010, the region produced
47.5 terawatt hours: 77% from nuclear plants, 21% from thermal plants using
fossil fuels, and only 2% from renewable energy. The share of renewable energy
I's very | ow comparoé2% anmd in NordPas de Gatais av e r
primarily comes from wood.

Similar to most European regions, SMEs and-oagds in NorePas de Calais
face difficulties in accessing finance for various rea%ofi$iey are perceived to
offer an unattractive return on inte®ent, there is a lack of available letegm
capital, in addition technological and market risks are often considered too high.
A recent poll launched by the region and the CCI showed a need for financing
(mainly equity) of approximately EUR 257 milliobased on existing deméfid

By extrapolating this, potential demand for 2EA®18 could reach EUR 951
million.

“1 Région Nor&Pas de Calais, C&égion Nord de Franc€Q@15.
“2fi-compas$2016)
43 Région Nor&Pas deCalais 013.
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3.4.3The project

In 2013, the Region and the regional CCI jointly published a mastet ptan
regenerate the area through the TRI. The master plan targets zero carbon
emission by 2050, with the region being totally reliant on renewable energy
sources by then. The transition of the region would depend on several energy
and environmental stratexs:

A the regional climate strategy for 2050 (adopted in 2013) ambitiously looks
to reduce GHG emissions by 75% compared to 1990, energy consumption
by 60% and increase renewable energy production by a factor of ten;

A the Regional Climate Plan for Air arfeinergy (2012) looks to reduce
energy consumption in 2020 by 20% and GHG emissions by 20% from
2005 levels;

A the Research and Innovation Strategy for Smart Specialisation (2013)
aims to transform the region into a knowledge based economy, with new
skills, know-how, training and energy sources;

A the Regional Transport and Mobility Scheme (2013) sets out guidelines
for sustainable transport.

A The TIR Master Plan is based on five pilfa(&igure 3.4):

- Pillar 1: moving to renewable energy through sector aisdafi
incentives and facilitating industrial exports, capturing benefits from
investments in Northern Europe.

- Pillar 2: transforming buildings into micpower plants, while
prioritising thermal energy efficiency. A largeale retrofitting and
refurbishmat program will be combined with land conversion in
brownfield sites and former mines. These two programs, driven by the
region, enable upgraded buildings and land regeneration. Old mines or
industrial sites are converted to restore biodiversity, a fitgp s
towards a Biosphere Valley. The business model is based on
increasing the value of land and real estate.

* Région Nor@Pas de Calai(13).
“>Région Nor@Pas de Calai2(13.
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- Pillar 3: increasing energy storage, including taking into account
energy exchanges with neighbouring countries or regions and the
effects of thdirst two pillars.

- Pillar 4: the Energy Internet, is directly linked with Pillar 2, the
Biosphere Valley rehabilitation program. Pillar 4 aims to roll out a
smart grid across the whole region, by opening access to detailed
historical energy consumption tda Realtime access to data enables
the region to adjust and optimise energy production and exports with
demand response programs (o6effacel
buildings.

- Pillar 5: plugin and fuel cell based transport as part of a Logistic
Internet. The pioneering ZemVille program under Pillar 2 would be
part of a collaborative logistics plan, where electric trucks and
warehouses are shared among material and goods providers.
Conversely, these projects will provide the opportunity &t &nd
demonstrate plugh and multimodal solutions before regional
deployment that goes beyond moving goods to people.

A Along with the five pillars, the strategy is also based on three transversal
axes (energy efficiency, functional economy, and circieonomy).
These provide additional dimensions, driving a new development model
in terms of methods, questions, tools and governance.

Figure 3.4: Pillars of the TIR strategy

Third Industrial

it Revolution
Shift to Buildings as Storage] The Energy Plug-in and
renewable micro-power technologies Internet fuel cell
energy plants transport

Functional economy

Circular economy

Energy efficiency

Source: reproducefiom Région NorePas de Calai2013.
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Financial support for the TIR requires innovative investment tools. For the
region a financial instrument calléd CAP Troisieme Révolution Industrielle
(CAP TRI) has been developed. This is supported by the-202¢ ERDF
Operational Programme of the Nelfés de Calais region.

Energy efficiency is the thematic focus of the project (Low carbon ecofiomy
Thematic Objective 4). The financial instrument aims to help SMEs and mid
caps who modernise their equipment and machinery to improve energy
efficiency, o to increase the use of renewable energy.

The region, as managing authority, contributed EUR 12.5 million of ERDF
support to the financial instrument, alongside other investors (Table 3.2): Crédit
Agricole Nord de France (a regional commercial bank) twedEIB, using a
guarantee from the European Fund for Strategic Investment (EFSI). The
financial instrument therefore starts with initial investment funding of EUR 37.5
million, as well as EUR 2.5 million for technical support in the form of grants to
helpprepare projects for funding from the financial instrument.

The aim is to reach a total investment of EUR 100 million with contributions
from other public and private investors. The financial instrument is meant to
attract and encourage £imancing wih other investors. The latter may include
Nord Capital Partenaires and Finorpa (via funds other than CAP TRI), or other
investment funds.

CAP TRI is expected to facilitate total investments of EUR 200 million, 16
times the contribution from the ERDF OP.hi§ will be achieved by
systematically seeking Zmvestment of at least 50% at project level.

Table 32: Breakdown of resources

Source EUR million

ERDF 125 + 2.5 in grants for technic
support

EFSI Up to 20

Crédit Agricole Nord de France 5

Total Up to 37.5

Total investment 100

The financial products provided by the financial instrument consist of equity or
quastequity financing (‘préts participatifs') usually for EUR one to five million
per underlying investment, with some exceptioftse fund envisages financing
between three and six SMEs or iéps per year for an average of EUR three
million, resulting in a total of EUR 10 to 18 million per annum. The fund only
takes minority stakes and envisages exits after five to nine years.
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The fund also expects grants for technical support of up to EUR 100 000 per
final recipient. These will cover technical advisory services for the preparation
of applications by final recipients (including process optimisation and proof of
concept support) as el as financial and legal advice (including drafting
business plans, market analysis, and company structuring or restructuring). Two
types of technical support are proposed:

AExpertise to | abel the project as
This is mandatory for each project to be financed by the financial
instrument at a later stage.

A Technical support to monitor project developments up to receiving
financing from the financial instrument.

A The fund manager decides on whether to support a prjtttechnical
support taking into account: (i) the quality of the management team, (ii)
compliance of the projects with the TRI, and (iii) the technical and
financial maturity of the project.

Figure 3.5 Combination of investment and technical support grants
in CAP TRI

[Ewrope

UERCS

Co-investment iiicn ‘:—I ;:1.'.1".1'F'.’|"i ~de-Calais
Hiord-Pes de Calais worc e PO
g CAPTRI SAS
o EUR 40 m**
(3~
e
= Investment +
Z management fees

EUR37.5m EUR 2.5m

Technical support

Co-investment

Source: reproduced frofitcompasg2016)
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3.4.40bjectives

The fund will finance projects that fit within the five pillars and the three
horizontal axes of the TRI strategy &hd

A increase the development and competitivenesoipanies, by growing
their capital (equity);

A be a longterm shareholder, taking part in the decision making of
companies;

A establish a close relationship locally between the team (based in the
region) and company directors.

More specifically, the fund aimmto support SMEs and midaps or special
purpose vehicles to improve the energy efficiency of their equipment and
machinery, or to develop renewable energy projects. Final recipients fited to

have a project requiring growth capital;

work in at least one of the sectors (except finance) contemplated by the
TRI road map;

have its headquarters or subsidiary in the region, be willing to establish a
subsidiary in the region, or be willing to develop a project in the region;
have a coherdrmproject with a clear strategy based on market analysis and
presented in a structured business plan;

respect rules related to financial transparency;

contribute to inclusive, innovative and sustainable growth;

not experience financial difficulties agmpthe EU regulation on State aid,

or need rescuing or restructuring.

ToToTo Do Po  IoIo

Projects are selected on criteria linked to the TRI road map (including the
renewable energy produced, or volume of CO2 emissions avoided) as well as
additional criteria related to emgnmental, economic and social impact. Some
criteria are qualitaie and others are quantitative.

The fund manager assesses the number of pillars or horizontal axes covered by
each project, the extent to which it contributes to the TRI road map andisow t
project interconnects other pillars and horizontal axes.

¢ fi-compas$2015).
4" fi-compas$2016)
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3.4.5Governance

The region already had experience of implementing financial instruments in the
20072013 programming period. These focused on SME financing (including
venture capital and growtimiincing) and renewable energy projects.

For the 2014020 programming period, the region had initially envisaged
several financial instruments covering different investment areas, including
SMEs, energy efficiency in housing and public buildings, uréae industrial
brownfield regeneration, as well as smart grids. These financial instruments
were expected to be implemented through a fund of funds.

However, at that time, TRI was a highly advanced road map prepared by the
region and was considered a tppority which would benefit the regional
economy. So the fund was designed andgetfocusing on TRI. This also

created positive momentum for the development of further financial instruments
using ESI Funds for other RDFOR st ment a

The exante assessment identified market failures and financing gaps. This
convinced the region to initiate the fund and earmark EUR 15 million of ESI
Funds from its ERDF OP for 20Z2020. This was expected to be supplemented
with funding from theEIB and private sector investors.

The region defined a set of requirements for the fund manageto support
the selection process including:

A an experienced and established team, demonstrating strong knowledge of
the region and its market;

A a proposednvestment strategy for the financial instrument, building on
parameters highlighted in the ZAante assessment, showing a clear
understanding and approach to low carbon economy investment
challenges in the region;

A a strategy for chinvestment at the fimmial instrument level (for a
mini mum of EUR five million from th
from other private investors attracted by the fund manager) as well as at
the project level;

A a business plan demonstrating a reasonable financial retonmensurate
with the risk to be taken by the financial instrument;
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A a good understanding of the technical support required and method of
delivery;

A clear and weflestablished procedures regarding key tasks including
management, monitoring, reporting, fan of interest management, and
quality control; and

A a performancbased and competitive remuneration structure for the fund
manager.

The EIB was able to invest in the financial instrument thanks to an EU guarantee
from EFSI. In December 201&greemats were signed between the region, the
fund manager and the other investors in the financial instrument. According to
these,CAP TRI is managed by Nord Capital Partenaires (a joint subsidiary of
Turenne Capital and Crédit Agricole Nord de France) inneaship with
Finorpa (Figure 3.6), a regional fund manager authorised by the French
regul ator (6Autorit® des Mar c h®s Fi
Alternative Investment Fund Managers directive. The fund manager was
selected through an open and trzarent procedure carried out under the rules
of the Public Procurement Directive 2014/18/EC, following publication of a
contract notice in the Official Journal of the European Union.

Figure 3.6: Governance for the implementation of CAP TRI

Source: reproduced frofrcompas42016)
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