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— (1): provision for risk and liabilities, financial risk exposure.

— (j): impairment of assets and called guarantees.

— (I): balance on fiduciary account.

— Last sub-paragraph: administrative expenditure and operating
charges, in total and per managing party.

Overview

The present report outlines the operational results of financial instruments. The 22 instruments covering the
so-called ‘internal policy” actions (whose beneficiaries are predominantly located in the EU) are presented
under sections 1-4 that regroup the instruments covering the previous and current Multiannual Financial
Framework (MFF) periods according to the four windows of the InvestEU programme 2021-2027.

Whilst taking into account that the 22 reports presented cover a large variety of different financial
instruments (equity and debt, loan guarantees and venture capital, capacity building and risk sharing
facilities), as well as spanning across several MFF periods, it is possible to present certain aggregate figures
illustrating their general performance.

e The overall budgetary commitments made (EU budget contribution) for the 22 instruments stands,
at the end of 2018, at approximately EUR 7.75 billion.

e When including other sources of financing from the European Fund for Strategic Investments
(EFS]) via top ups to Horizon 2020, COSME and EaSI, as well as contributions from European
Structural and Investment Funds (ESIF) via Member States (SME initiative), the actual EU
Contribution increases to over EUR 10 billion.

e  When aggregating figures for the 22 instruments on financing provided by other sources in addition
to and including the EU Contribution, the total amount of ‘financing provided by financial
intermediaries to final recipients” is just under EUR 100 billion. These figures suggest an average
leverage effect of the EU intervention of almost 10. In other words, each euro invested by the EU
budget in financial instruments has enabled providing on average 10 euros of financial support.

e  When aggregating figures on ‘investments made by final recipients due to the financing received’,
the total amount comes to over EUR 156 billion. These figures suggest an average multiplier effect
of above 15.

The above figures provide a snapshot of the situation at the end of 2018 and are no more than provisional
indications of performance on a large scale and covering a long period. Financial instruments have a
lifecycle spanning around 20 years, thus final implementation results are only fully visible well after the
programming period. Whilst it is therefore challenging to present the overall impact of the different
instruments, notably also as the types of recipients vary greatly (from large entities to individual students),
it is possible to derive certain noteworthy trends and positive results. For instance when looking at the 6
active instruments specially targeting SMEs (sections 4.1 to 4.6 in the report), the figures for these 6
instruments suggest that in 2018 alone over 150,000 SMEs in Europe have been recipients of financial
assistance. Over the period 2014-2018, the total for the same instruments approaches half a million SMEs.

Looking forward, from a technical reporting perspective, the adapted format of the proposed Invest EU
Programme (2021-2017) should allow for a more systematic representation of comparable data as well as
meaningful trends notably as it is foreseen for all (future) financial instruments to follow a single set of
rules under a single Regulation, as opposed to the current constellation of dispersed instruments being
implemented according to different basic acts and Programmes. Thus, it is widely anticipated that
performance-based measurable criteria are to be firmly embedded in the future implementation of InvestEU
with greater flexibility to reinforce or wind down the different financial products according to their
performance.

A summary table aggregating selective data on financial information by instrument is included at Annex
(covering the same 22 instruments).

Financial Instruments/ 5






The Connecting Europe Broadband Fund (CEBF) — CEF Equity Instrument

connectivity necessary to achieve the
DAE Target 2 (30 Mbps) and/or Target
3 (100 Mbps). Furthermore, in case of
fixed line networks, minimum speed
levels in line with DAE target 3 (100
Mbps) should be permanently available
for at least one or several retail products
out of the operator’'s commercial
product offerings. A priority should be
given to projects that facilitate the
transition towards a European Gigabit
Society by the deployment of networks
upgradable to 1 Gigabit as well as to
projects based on wholesale-only
models.

The Company will only invest in what
is referred to as “greenfield” projects.
These projects are defined as
investments carried out by “start-up”
companies or companies that have an
asset base which is small compared to
the cumulative investments planned for
new assets.

Eligible projects will deploy “state of
the art technology” which means a
technology, or a mix of technologies,
whose  performance features are
comparable to the best-performing
commercially available technologies.

The projects will be deployed
predominantly in underserved areas,
which would be typically classified as
grey Next Generation Access (‘NGA”)
networks (i.e. only one NGA network
exists or is planned) and white NGA
arcas (no NGA network exists), for
state aid purposes.

An investment by the Fund will not
exceed EUR 30 million for one project.

Implementation cycle:

The Fund is implemented under the CEF Equity
instrument under direct management by the
European Commission (DG CONNECT). The
Fund is managed by an independent fund
manager, Cube Infrastructure Managers (‘Cube
IM”), which has been selected in a competitive
selection process organized by the European
Investment Bank (‘EIB’). Cube IM is a
professional asset manager with extensive
experience in infrastructure and, in particular,
broadband investments in Europe. For
alignment of interests, Cube IM has subscribed
into the Fund for an amount of EUR 5 million.

The Fund has been launched on 27 June 2018
with EUR 420 million at first closing through
commitments from:

e The EIB for EUR 140 million (out of
which EUR 100 million are backed by
the EFSI);

e The European Commission, via the
Connecting Europe Facility (‘CEF’),
for EUR 100 million;

o The German KfW for EUR 50 million;

e The Italian Cassa Depositi ¢ Prestiti for
EUR 50 million;

e The French Caisse des Dépdts for EUR
50 million;

e An additional EUR 25 million
contributed by a European private
mvestor; and

e (Cube IM for EUR 5 million.

The CEBF is continuing fundraising efforts
towards private institutional investors, with a
view to proceed to a subsequent closing before
the end of 2019.
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1.3 Private Finance for Energy Efficiency Instruments (PF4EE)

Implementation arrangements

PF4EE is a guarantee instrument implemented under indirect management by the FEuropean
Investment Bank. The delegation agreement (DA) was signed on 8 December 2014, and amended on
21 December 2018 (under the Debt for Energy Efficiency Projects Green (the "DEEP Green")
initiative of the EIB). The PF4EE Instrument has two components:

- a risk mitigation mechanism (the PF4EE Instrument Risk Sharing Facility or RSF) for Financial
Intermediaries to partially recover losses they may incur in their energy efficiency loan portfolio; and

- an advisory component (the PFAEE Instrument Expert Support Facility or ESF), aimed at providing
expert support to the Financial Intermediaries.

The EU budget allocation in the LIFE regulation for the programming period 2014-2017 amounts to
EUR 80 million. This includes EUR 72 million for the guarantee, EUR 3.2 million (4%) for the ESF
and up to EUR 4.8 million (6%) for the administrative and incentive fees.

The design of the Risk Sharing Facility enables the Commission to provide credit risk protection to the
Financial Intermediaries, by making cash collateral available to them in respect of the Final
Recipients. The EIB loans complement the RSF, and are provided by the EIB at competitive rates and
with long-maturities.

EU added value

The PF4EE Instrument contributes to meeting the general objectives of the LIFE Regulation as set out
in its Article 3 and further specified in the priority area “climate change mitigation™. In particular, the
PFAEE Instrument:

(1) Addresses a major climate policy issue, contributing to the achievement of the Europe
2020 objective to secure energy savings and the associated reduction in emissions;
(i1) Provides the necessary level of piloting and demonstration of a new policy instrument,

with major potential to deliver EU added value;

(i11) Complements and supports Member States’ responsibilities under their National Energy
Efficiency Action Plans (NEEAPs);

@iv) Offers the potential to improve the cost-effectiveness of the LIFE Programme through
leverage and complementarity;

) Builds longer term capacity in a sustainable commercial finance activity thereby ensuring
continuing and long-term support for sustainable development;

(vi) Supports solidarity and burden sharing and

(vil)  Offers the potential to mainstream the initiative into Member State programmes (through
NEAAPs and potentially other programmes and initiatives in line with EU Directives
relating to Energy Efficiency).

Duration

The PF4EE is conceived as a pilot initiative in the years 2014-2017 and initially designed to be
extended and scaled up. The implementation period, during which the EIB may commit the EU
Contribution Committed, started on the signature of the Delegation Agreement (08/12/2014) and ends
the 31/12/2019, unless agreed otherwise between the Parties.
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1.5 European Energy Efficiency Fund (EEEF)

Main issues for the implementation

Experience with the EEEF is very useful
to understand the dynamics of the energy
efficiency sector:

Financing instruments for sustainable
energy need to be flexible, reflecting local
market needs;

The gap in capacity to develop and
finance energy efficiency investments can
be effectively tackled by the provision of
project development assistance, which
would enable the creation of a verified
track record of the impacts of energy
efficiency investments, building the
sector's credibility and  investor
confidence;

EU-level instruments should address
common barriers, market failures and
impacts of the financial crisis, while
complementing national or regional
schemes in place, avoiding duplication
and avoiding crowding out private
investments.

From an operational point of view, the
fund remains financially healthy but is
facing difficultics signing new projects
and ensuring the geographical balance of
the support provided. Several factors can
explain these:

There is high liquidity in financial markets
leading to a fall of interest rates, rendering

alternative financing more attractive. In
various occasions, EEEF found itself
competing against the cheaper financing
directly from the EIB.

Public sector projects progress slowly and
require a commitment to realize the
projects in form of the PPPs. Flaws /
interruptions in their public procurement
or political indecisiveness are among the
main reasons for projects not to
materialise.

In a similar way, the Fund is being
continuously approached by numerous
energy service companies and industry
players presenting interesting business
plans and possible pipelines.

In order to alleviate these issues, the
manager of the Fund is planning to:
provide additional support and technical
expertise to interested project promoters
channelled through the Fund’s dedicated
Technical assistance facility;

adjust its product strategy in order to offer
new products that allow project
aggregation and to allow additional equity
participation;

focus business development activities in
projects located in Southern Europe.
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2.2 Risk-Sharing Finance Facility under the FP7 (RSFF)
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http://www.eif.org/what_we_do/microfinance/easi/easi-signatures.pdf











































3.3 European Progress Microfinance FCP-FIS

Contribution to achievement of the objectives
of the programme

In total 50 agreements have been signed in 16
Member States including a Union contribution
of EUR 80 million, with a clear geographical
balance between Eastern and Western Europe.

For the entire period as of 31 December 2018
(latest available operational data as at
30/09/2018), the main results of the instrument
are the following:

e Amount of financing already provided by
the instrument to eligible final recipients:
EUR 280,51 million

e Number of final recipients: 35 919.

e Number of loans to micro enterprises:
39 404.

e Total amount of investment realised®”:
EUR 400,73 million.

e Total number of employees (in the
supported micro enterprises): 67 205.

Additional operational information

Under EPMF FCP, the gender breakdown
shows that considerable outreach to women
was achieved (34,7% of the micro-borrowers
were women).

In addition, 34,7% of individual micro-
borrowers who received financing so far, were
either unemployed or inactive at the time they
received their loan. Individuals which were
final recipients of micro-loans were, by and
large, educated at the secondary school level
(35,2%). Nevertheless, EPMF FCP continues
to be important in serving the financing needs
of individuals with a higher education beyond
the secondary school level (39,8%). Regarding
the age group, with respect to final recipients
who are natural persons the outreach to
individuals in disadvantaged age groups
(younger and older people combined) remains
at noteworthy levels (18,9%).

Minimum target leverage was estimated at
2,83. With an EU contribution of EUR 80
million, the minimum support of financing
volumes envisaged was EUR 2264 million.

As of 30/09/2018, based on the signed loan
agreements, the total expected volume of

2 The respective figure was calculated by applying a proxy

index 7:10 (7 for loan volumes and 10 for investment volumes)
which reflects the ratio used under EFSL

micro-loans to final recipients are estimated to
EUR 402,3 million.

Performance of the financial instrument

The main performance indicators are presented
below:

a) Total investments realised (achieved at final
recipients' level): EUR 400,73 million

b) Achieved multiplier effect: 5.

¢) Target leverage & Achieved leverage effects
(on total financing): 2,83 & 3,54.

As of 30/09/2018, the European Progress
Microfinance Facility including both EPMF-
Guarantees and FCP-Funded instruments
already provided 60 423 micro-loans to final
recipients  reaching the  volume  of
EUR 516,91 million, compared to the initial
programme target of 46,000 micro-loans with
the volume of EUR 500 million.

As already presented above, the performance
of the financial instrument has out-performed
the minimum target leverage factor.
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http://www.eif.org/what_we_do/guarantees/single_eu_debt_instrument/cosme-loan-facility-growth/index.htm
http://www.eif.org/what_we_do/guarantees/single_eu_debt_instrument/cosme-loan-facility-growth/index.htm
http://www.eif.org/what_we_do/guarantees/single_eu_debt_instrument/cosme-loan-facility-growth/index.htm
https://ec.europa.eu/docsroom/documents/28084



https://www.eca.europa.eu/en/Pages/DocItem.aspx?did=44174
https://ec.europa.eu/docsroom/documents/28084









http://www.eif.org/what_we_do/equity/single_eu_equity_instrument/cosme_efg/index.htm
http://www.eif.org/what_we_do/equity/single_eu_equity_instrument/cosme_efg/index.htm




























































































































5.4 Enterprise Innovation Fund (ENIF)

team members were invited to participate in
various start-up events in the region.

- Per the ENIF trusteeship agreement, the EIF
will commence monitoring missions on the
later to occur between (i) the third anniversary
of the initial closing date of ENIF and (ii) the
date on or after which more than fifty percent
of ENIF’s aggregate capital commitment has

been invested in portfolio investments. As at
31 December 2018, the EIF had not yet carried
out a monitoring mission as ENIF has not yet
fulfilled any of the aforementioned conditions.
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6.1 Neighbourhood Investment Program (NIP)

period. This amounts to an achieved financial

leverage of about 9. The total investment cost of

these projects is estimated at over EUR 37
billion.

Of these 151 projects, only 13 include financial
instruments. These 13 projects benefitted from a
EU contribution of EUR 367 million, for a total
IFI financing of more than 1.8 billion. While not
all of them are operational yet, they will
ultimately carry a maximum financial risk
exposure of EUR 248 million. Their total future
project volume is estimated at about EUR 5
billion.

The following two funds, which are among the
financial instruments funded by the NIP (and
from IPA for the Western Balkans), are worth
highlighting in particular. However, it is to be
noted that the EU contributions are regionally
carmarked, while contributions by other donors
are normally not and contributions have not been
paid in simultancously; moreover, for such
revolving funds the leverage achieved increases
with time. Thus, “leverage” of the EU
contribution is approximative.

GGF

The GGF started operations in 2011. The
European Commission holds 20% of share
capital in the GGF, making it the largest donor
ahead of Germany (18%) and four European
financial institutions with 12% each (KfW,
EIB, EBRD and FMO). As of end 2018, the
European Commission had committed EUR
23,55 million for the GGF in the Eastern
neighbourhood, supporting loans to
intermediary banks® of EUR 116,5 million
since inception (by FEuropean Financial
Institutions, as well as further funds from other
contributors), thus achieving an approximated
leverage of 4,9°° (meaning EUR 1 of EU
contribution resulted in EUR 4.9 financing) in
the  Neighbourhood  region,  ultimately
supporting EUR 1427 million investments.

Regarding GGF’s investments in the Western
Balkans, the  FEuropean  Commission’s
commitment was EUR 71,3 million, supporting
investments of EUR 280 million since

T o . . .
Since inception according to Investors’ report Q3 2018.

Total financing volume generated since the fund’s inception
(116,5 million EUR) divided by the EU contribution as at year-end
2018 (23,55 million EUR).

inception, thus achieving an approximated
multiplier of 3,9 in the Western Balkans.

EFSE

The European Fund for Southeast Europe
(EFSE) is active in Southeast Europe incl. the
Western Balkans (since 2005) and in the
Eastern Neighbourhood (since 2007). Holding
today 16,3% of subscribed total capital and,
importantly, 29% of C shares, the Commission
is EFSE’s second largest donor after Germany
(34% resp. 59%). EFSE has a portfolio invested
in Partner Lending Institutions of EUR 918.4
million.

The EU's contribution to the EFSE in the Eastern
neighbourhood region of EUR 54 million
includes EUR 43 million earmarked for support
to lending in local currency and 5.1 million from
the extra-budgetary NIF Trust Fund. The
leverage on the financing in local currency is
comparatively low (initially between 1 and 2),
but considered as a political priority. The
cumulative amount of loans disbursed in the
Eastern neighbourhood since inception is EUR
1,9 billion (and EUR 69 billion in EFSE
overall), distributed over 184 233 loans. For its
active portfolio, the average size of loans to end-
borrowers is currently EUR 9 259 in the Eastern
neighbourhood

As regards the EU contribution to the EFSE for
Western  Balkans activities, the Commission
contributed to the Fund in different agreements,
starting with EUR 41,8 million in 2006 and
achieving a total of EUR 88,6 million in 2011.
This participation has contributed to enabling
investments of EUR 382 million, achieving an
approximate leverage of 29 when considering the
cumulative investments since the fund’s
inception. The cumulative amount of loans
disbursed in the Western Balkans since inception
1s EUR 2.6 million, distributed over 423 956
individual loans. For its active portfolio, the
average size of loans to end-borrowers is
currently EUR 3 900.
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6.3 Latin America Investment Facility (LAIF)

Main issues for the implementation

- attention must be paid to the aspects of the
regional interconnectivity, as well as to the
crosscutting objectives including the policy
dialogue. The potential of regional projects in
interconnection projects remains untapped.

- Blending is a major mechanism of
implementation clearly linked to the overall EU
objectives and policy priorities in the region. The
fact that more and more countries in Latin
America have reached the graduated status or are
on the way to graduation only stresses this fact.
Blending is becoming more and more the right
tool to promote investment and engage in policy
dialogue joining forces with other donors and
achieving larger impact.

- The financial allocation to the regional
investment facilities will substantially increase
during the ongoing programming (MFF) period.
For LAIF an amount of EUR 375 million is
foreseen to which funds from the National
Indicative Programmes may be added.

- Delegations are involved early on in the design
and preparation of blending operations, the
alignment with the country level priorities and
channels is fostered. A stable political and
security climate at the regional level in general
and at the country level in particular is needed to
promote and secure investments. Partner

countries should increase the level of investments
through their own resources as well as through
loans. The pipeline of operations must target the
specific policy priorities and sectors set for the
region/partner country, be of sufficient quality
and volume, and provide the required EU
additionality.

- A greater use of financial instruments such as
guarantees, equity and other risk-sharing
instruments is one way to use the catalytic effect
of blending in crowding in more private
financing. LAIF has supported its first Financial
Instrument Delegation Agreement Eco-business
Fund signed in 2017.

- By financing technical assistance, innovative
instruments (such as risk sharing), and providing
complementary grants, LAIF will encourage the
recipient governments and institutions to make
essential investments, which would otherwise be
postponed due to lack of resources.

- LAIF also aims to provide better access to
finance for Small and Medium Enterprises.

- Reporting on individual projects is very
heterogencous in quality and quantity; continued
effort is being undertaken by the EU both in HQ
and in the EU Delegations to ensure follow-up of
the projects and proper flow of information.
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https://europa.eu/european-union/contact_en
https://europa.eu/european-union/contact_en
https://publications.europa.eu/en/publications
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http://eur-lex.europa.eu
http://data.europa.eu/euodp/en
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