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EAFRD

Promoting partnership and co-operation

between enterprises in agriculture
supply chain in Lombardy Region
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Introduction

1) compass

Thematic focus

Improve the competitiveness of primary producers, including better integration in the agri-food
chain through quality schemes, creating added value for agricultural products, promoting
products in local markets with short supply chains, associations and producer organizations and

inter-branch organizations

Type of financial products

Investment loans combined with grants

Financial size

EUR 54 million RDP resources (EUR 23.3 million from EAFRD and 30.7 million from regional
resources), of which:
« EUR 33.2 million under the financial instrument and

« EUR 20.8 million as grant support
An additional EUR 49.8 million of private investments from co-investors is expected. This would be

60% of each project loan or 48% of the total eligible investment cost.
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Thematic focus 1/2
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Integration within the agri-food chain through product quality schemes

Integrated supply chain projects allow Lombardy Region to evaluate the ability of the financed
projects to achieve the objectives of public policy. Through product quality schemes Beneficiaries
demonstrate the formalization of a specific number of supply contracts with primary producers and
underlying volumes. Below some key figures of a financed project:

T

Primary producers Agro-industry
10,4 ML euros of investment \

11 primary producers involved \ *

72k tons of primary products
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Thematic focus 2/2
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Ex-ante assessment

« The ex-ante assessment estimated the investment gap in the sector between 1.3 and 1.8
billion of euro due to the negative macroeconomic scenario and credit crunch;

« The high level of uncertainty and low liquidity amplified the fall in investments while impacting
individual components of the supply chain to different stages;

« Given the objective to address this lack of credit, the ex-ante assessment identified food
processing enterprises as the most suitable target to maximize the effectiveness of public
support.

Food processing enterprises appeared to provide a higher level of long-term
sustainability due to their financial soundness in repaying debt, which would
maximize the revolving use of public funds while also generating positive effects

for farms.
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Structure of financial product f'
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The Financial Instrument combines a grant with a soft loan

The financial instrument pays the 100% of the eligible investment’s costs with:
. a grant that covers up to 20% of eligible investments;

. medium to long term soft loan (until 10 years more 3 years of grace period) Finlombarda-Financial
Intermediary that covers up to 80% of the eligible investment on:

v 40% from RDP’s resources (interest rate 0,5%)
v 60% from resources of accredited financial intermediaries selected by enterprises (market interest rate).

* Inline with the State aid regulatory framework the aid intensity is expressed in gross grant equivalent (max. 30%);
+ Eligible investments: min. 500.000 € - max. 10 M€

«Misura 123» «Operazione 4.2.01»

Grant Grant

2
80% loan
6

Private
loans/Beneficiary
resources

70% (48% bank; 32% RDP)

0%

B rDP |  PRIVATE
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Governance of the financial instrument
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EAFRD
Funding
agreement Finlombarda S.p.A.
«Fondo Credito»
l - The soft loan covers up to 32% of

Controls ' he eligible i |

! i Establish the eligible investment (annua

FUND MANAGER ey interest rate 0,5%)
Finlombarda S.p.A. N
Manages : L
> Revolving Fund 0l Fi iali diari
«FONDO CREDITO» : H Inancial intermediaries
Transfers Lo
R — The loan of the accredited

Engages R FINANCIAL FTTTTTT ! Financial Intermediaries covers

g INTERMEDIARIES . UTR 48% of the eligible investment

i i Controls
. - ‘ Paying Agency
The RDP grant covers up to 20% of
BENEFICIARIES the eligible investment
i UTR 1 Regional local offices —
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Partners involved 1/2
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Partners Role

* Receives the applications

Lombardy Region  Verifies the formal eligibility of the applications
¢ Defines the ranking list of eligible projects

e Monitors and assess the initiatives

¢ Informs and supports targeted enterprises

(Managing authority)

» Verifies the credit scoring for each enterprise and defines the gross grant equivalent
® Engages Financial intermediaries

(Fund manager) ¢ Collects Financial intermediaries’ loan agreements and signs the soft loan agreement with
beneficiaries

Finlombarda

¢ Pays the grants
Paying agency e Manages the reporting and verifies results
¢ Manages the control system

e Signs the loan agreements with beneficiaries

redit and financial
Credit and ancia * To date have been engaged 11 Financial Intermediaries through a public call (for details:

Institutions www.finlombarda.it )
European
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http://www.finlombarda.it/

Partners involved 2/2

fi{> compass
EAFRD
Partners

Credit and financial
institutions * Beneficiaries are selected
through a double credit rating
| analysis (Finlombarda-

< Accreditated Financial
1. BANCA POPOLARE DI SONDRIO Intermediary)
2. UBIBANCA ) ..
3. BCCAGROBRESCIANO o e et
4. BANCO BPM : . Ty
between credit and financial
5. BPMS.p.A. T :
6. MPS institutions allowing
7. CREDIT AGRICOLE CARIPARMA Z?Le;trt’grsfgrzgizg%‘zss to credit
8. CREDITO VALTELLINESE
9. BCCBANCA CENTROPADANA 4
10. MEDIOCREDITO ITALIANO (Intesa Sanpaolo) . ‘,rﬂ'
11. UNICREDIT J ——

. 'NFH
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Selection of eligible investments
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o EAFRD
Phase Description
a;:ir:s?:m Lombardy Region v Lombardy Region verifies formal access conditions of applications
Technical Technical . . . . .
- . v' A Technical committee verifies technical access conditions of
admission committee . .
applications
Technical and _ v' The “RUP” (Sole Responsible of Procedures) of “Operazione 4.2”
Administrative Lombardy Region e ) .. . . .
compliance verifies the technical and administrative compliance of each project
and application
Credit Einlombarda v Finlombarda verifies the enterprises’ credit scoring and calculates
scoring the gross grant equivalent
Merit ) v" The RUP of “Operazione 4.2” defines a merit ranking of eligible
. Lombardy Region .
Ranking projects
) ) v" The RUP of “Operazione 4.2” formally communicates the selected
Selected projects Lombardy Region .
projects
v' Within 120 days from the notification of selected projects each

Loan
agreement

Finlombarda and
Financial
intermediaries

beneficiary has to take out the loan with one of the accredited
Financial Intermediaries and with Finlombarda
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Technical features

compass

Finlombarda fixes the gross grant equivalent based on the EU communication
2008/C 14/02 and the Regional decree n. X/3899/2015

Communication EC Communication on the revision of the method for setting the reference and

2008/C 14/02 discount rates

DGR The regional decree defines the calculation method of the Credit scoring of each
X/3899/2015 enterprise and consequently defines the spread to be adopted in the calculation of

interest rate

The gross grant equivalent, expressed as a percentage of the eligible investments’ costs,
is calculated as the sum of: i) the grant and ii) the actualized amount of the differences,
during the amortizing period, between market interest and the soft loan interest.

S

Data on calculated gross grant equivalent for the first six
beneficiaries shows that the average is 23,6% of the eligible
costs.
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Management and control of financial

instruments L COmpaSS

In April 2018 the EU carried out the first audit on financial instruments

* Inline with EU Reg. 1303/2013 the Audit has been addressed to the bodies involved in the
iImplementation of financial instruments, including Finlombarda;

« As a matter of fact, audit at the level of final beneficiaries will be conducted only if one or
more of the following situations will occur:

v supporting documents, providing evidence of the support from the financial instrument
to final recipients and of its use for the intended purposes in line with applicable law,
are not available at the level of the managing authority or at the level of the bodies that
implement financial instruments;

v' there is evidence that the documents available at the level of the managing authority or
at the level of the bodies that implement financial instruments do not represent a true
and accurate record of the support provided.

During the Audit Finlombarda described in detail the activities
carried out as Fund Manager of the Credit Fund and in
particular the methodology adopted to calculate gross grant
equivalent and the application of financial selection criteria
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State of the art

Beneficiaries are receiving advance payment
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EAFRD

INSTITUTION OF THE FINANCIAL INSTRUMENT

Ex Ante Evaluation

October 2015

April 2016 Establishment of the Fund - DGR X/5016

Funding Agreement with Finlombarda

November 2016
ENGAGEMENT OF FINACIAL INTERMEDIARIES

Financial intermediaries engagement

April 2017
April 2017

Presentation of the Fl to Intermediaries

IMPLEMENTATION

March 2017 First call for Beneficiaries @~
May 2017 End of the call
October 2017 End of application assessment

Formal communication of selected projects

November 2017

March 2018 * Contracts
April 2018 Audit of the European Commission
April 2018 Advanced payments

Final payments
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* 8 presented projects (38ML)

* 6 projects selected (26 ML)
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EAFRD

financial instruments R raming
Rural devel()pment fundingagreement = EU guidance

ex-ante assessment final
added technical support co-financing Ermre recipients

value seminars QOVErNance intermediaries investments

everage FAFRD fis¢dmpass

Agncu |tU e thematic objectives Targeted coachlng

business plan
equny
as‘;'}’\',fé’gs Th a n k private investors

Ifec cIe binati
RDP 9guarantees IreVolvmgy Seibintigs

conferences ban microfinance CAP

fund Of fu ndS Orﬁz?\ials managing authorities  factsheets

DG AGR' Agricultural products mviig?eeg; EIB Group
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