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EU Structural Funds & JESSICA

Background

U Strengthening urban dimension in EU Cohesion Policy :
A Bristol Accord on Sustainable Communities (UK, Dec 2005)
A Leipzig Charter (DE, May 2007)

U JESSICA T Joint European Support for Sustainable
Investment in City Areas I as innovative financing
Instrument for integrated urban development

EU Commission (DG Regio), supported by EIB, launched

JESSICA as a complementary way of financing in the framework

of the EU Structural Funds period (2007-2013); applying

nfi nanci al engli neeringo techni qu

EU SF regulations as legal basis (i.e.1083/2006, 1828/2006,
1080/2006, as amended - 2 COCOF notes).
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EU Structural Funds & JESSICA

Overall objectives

0 Higher productivity of SF/ public funds.

Increase efficiency and productivity of Structural Funds by making
use of innovative and revolving financing instruments in the urban
sector (complementary to grant financing)

U Leverage effect.

Mobilise additional public and private sector resources for the
benefit of sustainable and integrated urban development
(schemes)

U Expertise - new partnerships and synergies.

Utilise financial, managerial and project implementation expertise
from private sector or international financial institutions such as
EIB
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JESSICA key components
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Integrated urban development plan / strategy
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EU Structural Funds

Projectlevel1 JESSI CAO0Os strategic

U (Seed-/Co-) Financing of urban development projects with
clear sustainability and public policy objectives, which are
not taken forward by unassisted market processes

Grant JESSICA Commercial

AHigh risk, low demand, no  AUnclear risk profile; market . RClear and understandable
or little financial viability - demand low or not robust . risk profile
AAExternal A retu r n ALongatérr nancing needs AProfound rationale for
than internal (financial) .. (loan / equity); additional .. commercial financing
returns . securities/guarantees needed through market players
AProject is stimulating socio- AProject revenue does not AProject revenue
economic development - meet requirements of . corresponds to risk profile
. commercial project and profit expectations of

ALacking interest from . | e
investors / market actors promoters in the market ; commercial investors
AHowever both Ainternald and

Aexternal i revenue potenti al
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EU Structural Funds & JESSICA

Project level T Key criteria

U Projectto be part of integrated urban development strategy

Embedded in holistic long-term development strategy criteria for
Nl ntegrated urban devel opment pl

U (Partial) profitability or revenue generation potential

Precondition for revolving financing approach - JESSICA UDF
financing instruments for profitable project components can be
combined with classical grant financing

U Eligibility criteria in accordance with ERDF regulations / OP:

Project cost financed from UDFs ERDF share is subject to COM

el igibilitelcgibéefiaprANert cost
UDF resources ot her than the OP
trait |l sn)
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PROJECT EXAMPLES

>

Site remediation and preparation

™

Basic urban infrastructure, street furniture, green spaces

™

Urban public transport or energy networks

™

Urban e-government infrastructure

™

Human capital infrastructure i health and education

™

Science parks and business clusters/craft workshops

™

Restoration of historic/listed buildings

T

Cultural complexes and nsignatur e

T\

Multi-use recreational complexes

U Depending on regional development objectives, OP priorities /
ERDF eligibility and partners on UDF or project level
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The need for tailored JESSICA solutions
Developing JESSICA architecture

A Flexible Interpretation of EuropearCommission \
JESSICA (role) in different :

constituencies. oo moane
- _ Managingiuthority I
A JESSICA operational

EU
Level
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regiondlevel
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The role of EIB
How Is EIB contributing to JESSICA?

U EIB taking a leading role, alongside DGREGIO, In
promoting and developing JESSICA in EU MS

U SF Regulations specifically provide for EIB to act as a
Holding Fund (on a not-for-profit basis)

U Technical assistance and dissemination of best practice,
based on established expertise in lending to urban
renewal/regenerations projects across the EU

U Providing complementary loan financing
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State of play  Evaluation Studies

JESSICA Evaluation Studies

AKey support instrument in JESSICA initiation & development

AMain components:

ERDF resources / Operational Programme

Planning, Policy and Legal Environment

Urban regeneration market (gap analysis) & JESSICA potential
Existing programmes / structures / vehicles

Possible partners / leverage

v v v > D>y D

Possible pilot projects

AExpected outputs:
U Value-added?

U JESSICA model & Implementation recommendations?

U Short to mid-term action plan?
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State of play in EU Member States
In summary (September 2009)

U 2008-9 important years in advancing JESSICA (from a
political, legal and technical point of view)

U Increasing number of thematic co-operations and networks

U Over 40 Evaluation studies Initiated in 18 MS, 23 studies
finalised (17 published thus far), additional studies planned

U MAs In 18 EU Member States working on JESSICA

7

A several UDFs under development/ in implementation
stage (i.e. Brandenburg/Germany, Italy, etc.)

A 10 HF MoUs signed in 8 Member States; negotiations +
A 5HF Funding Agreements signed in 4 Member States
0 First HF/UDF structures being set-up in 2009
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Bank

The purpose of a JESSICA Holding Fund "'

U To receive and manage Structural Funds e

Ue pr ovi devihnading Authbriges é

Ue to 1 nveWlbamieveibpment Fundsé ;
Ue f or 1 urtbarepsojectsiamd PPP é

Vd

Ue 1 ncl untegrated plans ...

Ué f sustainable urban development.




The Portuguese Holding Fund ",

Bank

U Holding Fund EUR 130m

U Operational Programmes involved (100m)
AOP Valorizacdo do Territorio 30m
AOP Norte 30m
AOP Centro 20m
AOP Lisboa 5m
AOP Alentejo 10m
AOP Algarve 5m

U Direccao-Geral do Tesouro e Financas EUR 30m




Investment
Bank

Role of the Bank as Holding Fund ’"

The assets of the JESSICA HF will be managed by the
Bank for the benefit of the MA In legal/operational terms.

The JESSICA HF does not need to have a legal

personality; EIB receives a mandate to manage the
funds.

JESSICA Holding Fund will be organised as a Nssperpia 1
blbcl o kanoef within the &IB.c e O

JESSICA HF will initially be constituted by contributions
received from MAs




Investment
Bank

Governance of JESSICA HFs ",

All iInvestment decisions to be taken by the Investment Board
members appointed by the MA who will not be EIB employees.

EIB may designate two of its employees to participate In
Investment Board as observers.

Subject to the approval of the Investment Board:

- amendments or revisions of the Investment Strategy;

- each call for expression of interest, ToR and amendments
Business Plans of the selected UDF promoters;

- each proposed Operational Agreement;

- approval of UDFs; and

- budget and costs for performance of the JESSICA Action.
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Investment policy B

Investment policy of JESSICA HFs will be determined by objectives
stated in Operational Programme.

JESSICA HFs will invest in a portfolio of UDFs.

However, given the need to create a new market for UDFs and the effort
to be dedicated by EIB and MAs to structure appropriate vehicles, each
JESSICA HF is likely to invest in a small number of UDFs.

Each JESSICA HF will operate in the geographic territory of one MA.

In turn UDFs will invest in a portfolio of individual projects, which may
cover a broad range of sectors, such as:

office buildings, energy efficiency schemes, industrial parks, public
infrastructure, public transport, retail space, etc.

Investment products: loans, equity and guarantees




Investment
Bank

PRICING ’ I , European

V The Bank will charge MAs fees on a full cost recovery
basis. EIB pricing is expected to be set at levels which are
considered on the average for similar infrastructure funds
products (up to 2% of the amount under management).

V A Costs Letter to be signed separately from the Funding
Agreement, describes in more detail the cost elements
provided for in the Funding Agreement.

V The cost coverage principle should be applied to the
JESSICA HF mandate taking into account its overall
Implementation period allowing compensation between
different years.
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Investment
Bank

LEGAL FRAMEWORK "’ European

V EIB has been mandated directly by EU Structural Funds
Regulations to act as a JESSICA HF if MA so request

V In the interest of both Parties these Agreements are
subject to the jurisdiction of the European Court of
Justice( nECJo) and to EC | aw and t
of law common to Member States

V Responsibility for the compliance of all JESSICA
operations with EU and national legislation, including
public procurement and state aid, remain with the MA

V Liability of the EIB as JESSICA HF has been limited in the
~unding Agreement to wilful misconduct and gross
negligence.
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Investment
Bank

REPORTING SYSTEM Ez

Adequate reporting system will be put in place by EIB to
ensure appropriate management of the initiative. This
system will include preparation of:

V Annual Progress Reports, relating to JESSICA HF
Operations and to a JESSICA HF, necessary in order to
allow MA to comply with its reporting obligations iIn
accordance with the regulations; and

V Semi-Annual Progress Reports including an analysis on
the progress with the implementation of the Investment
Strategy and Planning and detailed information on the
progress of the JESSICA HF Operations.
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EIB as BENEFICIARY of SF B

=EUROPEAN COMMISSION

T f
-
—

AUDIT
AUTHORITY ‘
MANAGING
AUTHORITY
BENEFICIARIES T~ JESSICA HF
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Examples European

Investment
Bank
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