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Implementing Financial Instruments
Key benefits to the stakeholders

Managing Authorities Financial Intermediaries
= High leverage = Capital relief
= Revolving nature = Risk protection on a loan by
= Higher EAFRD contribution loan basis
= Improved quality of the = Coverage of losses
investments = Quick payment in case of
= Quick and easy default
disbursement = |[ncrease in number of new
= Demand-driven clients
= Significant visibility = Strenghtened position in the
market
= Efficient integration of grants _
and other types of support = Quickly deployable products

Final beneficiaries

Reduced interest rates
Reduced collateral

Enhanced access to finance
for riskier projects

Opportunity for new
businesses (young farmers)
with no credit history

Preserved ownership of
business

Quick access to finance
Less paperwork
Reduced external audits



Blending of EAFRD / EFSI resources
Opportunities offered

Indicative example of EAFRD /EFSI combination Features of EAFRD /EFSI combination
= EFSI component complementary to EAFRD
Without EFSI With EFSI = First (expected) loss piece taken by MA's EAFRD
80% guarantee rate allocation

= EFSI risk portion to be priced

EFSI improves the leverage factor of EAFRD

EFSI products approved by EFSI governance

bodies

EFSI contribution considered as state aid

Portfolio of
new loans

consistent

EIB is allowed to take more risks thanks to EFSI

Standardised products ready to be deployed

=  Omnibus opens further avenues of possibilities




Blending of EAFRD / EFSI resources

Product options

Option #1 - Option #4
I
EFSI contingent = EREN S A
loan il Uncapped w/ EFSI
FUND
Option #2 Option #3 Option #5
Co-investment + Uncapped w/ EIB Uncapped platform
Equity in parallel financing w/ EFSI
[ Instruments up and ] [ Instruments to be ]
running deployed*”

* | Depending on the Omnibus entry into force




EIF and Financial Instruments
Utilisation of EAFRD funding

AGRI Italy Initiative

Uncapped Guarantee - EUR 83m

MoU - 08/04/2017

Potential candidates

Negotiation with MA

Signed with MA

Languedoc Roussillon EAFRD

FLPG - EUR 15m

Funding Agr. - 27/11/2015

Midi-Pyrénées EAFRD

FLPG - EUR 12m

Funding Agr. - 12/06/2017

With an amount of
approximately EUR 110m of
EAFRD resources (mobilised

in Occitanie-France and in
ltaly), EUR 500m /
EUR 1bn of financing shall

be made available to Agri
SMEs/Farmers




Implementing a Financial Instrument

Process
PREPARATION

1 Ex ante assessment
2 MA letter of intent
3 Review of ex ante
4 Product design

5 Market testing

6 Amendment of RDP
7 Funding Agreement

8 Selection of fin. intermed.

1

IMPLEMENTATION TERMINATION
Selection of final recipients 1 Execution of exit strategy
Disbursement of funds 2 Winding-up of the FI

Re-use of funds

Monitoring and reporting

Management verifications & audit

Revision of ex ante & Funding
Agreement
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Option #1

EFSI contingent loan to the Region

l-jir_nal Financial
recipients Intermedaries FoF manager Funding
| | I | I | | |
One or several EIB as the Lender
financial to the Region
intermediaries through EFSI
selected \

I

Loans could be Portfolio of i |
provided in local various " , : :
currency — no financial e et : :
currency risk for instruments LI .

final recipients

- ! i Contingent loan
New SME e EI;: fupdlng g
loans > g ! rontng
g b : Reg|0n European Union
§ e : funds the i
s B FoF
(7)) c 1 European Regional
.E @ 1 - Pevelopmgnt fund
n- g 1 - nvesting in your future
@ B - :
T 2 | repayments depend Reglon
N 1
6 . onthe cash flows | ERDF
O ! returned to the FoF

----- : \by the Fls

€.g. |Implemented in la Réunion (FR) — EIB contingent loan




Option #2

Co-investment + separate equity instrument in parallel

e.d.

F_in_al Financial
recipients Intermedaries

Structure of portfolios
under unique label

2. FLPG

3. PRSL
New SME
loans

4. Co-investment

INSTRUMENT 2-3-4

Implemented in Occitane/Pyrénées-Méditerranée (FR) — FOSTER

1. Equity

Direct lending by EIB to a
Financial Intermediary

l EUROPEAN
INVESTMENT
FUND

Funds disbursed
on agreed
tranches

Funding

il

European Investment Bank

European Union

European Regional
Development Fund
Investing in your future

Region
| ERDF
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Option #3

«Uncapped» Guarantee w/ EIF financing

Final
recipients

New SME
loans

New SME
loans

e.g

Financial
Intermedaries

Risk is retained by the Fl on a loan by
loan basis set by the guarantee rate

e g SR _ _ _ _ __
T o
Senior| £ Senior| £
k] === G
X X
1st loss| & 1stloss| 2

SME portfolio in Region 1

Each Region covers a pre-detemined rate
of the guaranteed part of the portfolio

No mutualisation of risks b/w Regions

i

Senior

1st loss|

Risk of the FI

SME portfolio in Region n

Senior

1st loss

Risk of the FI

Implemented in IT — AGRI ltaly Initiative

FoF manager

Funding

[ |

(Counter-)
guarantee Region 1
Senior piece is e
covered by NP, EAFRD
Uncapped EIB and EIF.
guarantee
provides risk \
coverage to
—= .
the market =" tranching
== EUROPEAN
INVESTMENT
FUND /
Guarantee
fee Region n

to be paid based
on the pricing of
the risk takers

n Agricultural Fund
r < Roral De eloomet

EAFRD
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Option #4
«Uncapped» Guarantee w/ EFSI

Final
recipients

1

New SME
loans

Leverage
depends on
the financial
contribution

from other

investors

Financial
Intermediaries

Guarantee rate
on a loan by loan basis
80% maximum

=
o)
<
£
>
a
gl
@
=
©
S
o
x
L
o

==
[
== EUROPEAN

INVESTMENT
FUND

Depending on the Omnibus entry into force

No
guarantee
cap rate at

portfolio level

Uncapped
guarantee

1

|

1

1

1

1

1

|

1

1

1

l

|

| provides risk
| coverage to
: the market
1
1
1
1
1
|
1
1
1
1
1
|
1
1
1
1
1

=)

Guarantee
fee

to be paid based
on the pricing of
the risk takers

FoF manager

(Counter-)
guarantee

il

European Investment Bank

EIB covers the
senior tranche

EAFRD covers
first loss /
junior tranche

Funding

Share of risk of the
= guaranteed part
(tranching)




Option #5

«Uncapped» Portfolio Guarantee w/ EFSI

Final Financial
recipients Intermedaries FoF manager Funding
I Risk is retained by the Fl on a loan by I I I I
loan basis set by the guarantee rate
(e.9.50%)_ _ _ _ _ _ _

loss / junior tranche

based on the
pricing of the ! :

| e e e e e e e e e e e e e e o o risk takers

SME portfolio in MA n

|
: [
I or| 5 = !
Senior| o Senior| o |
I £ £
2nd| B —— - nd “6 I
New SME I [+ = 3 — I (Counter-) T R
loans I 14 Ttloss | o | guarantee EE,KI,:R.,.
I SME portfolio in MA 1
| - 1
I / : Uncapped e
: Mutualisation of risk between the MAs: : guarantee EIB (and others) Region n
| losses and defaults for the investments provides risk cover the senior
: absorbed mutually I coverage to tranche
: | the market
| |
| | - Expected
T i
New SME : Senior| o senor| '@ I losses are
loans z = | Guarantee decreased
1 2" Joss [s} - 2" Joss L 2 S e
Mo | 2 oss| 2 ! fee EAFRD covers first 0.an even
| Ttloss | 7 1otloss | &7 | to be pald 1 1 level
' [
' I

Depending on the Omnibus entry into force / development of product




