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ISMEA

Established as a Public Economic
Body in May 1987

Supervised by Ministery of
Agricultural, Food and Forestry
Policies (MIPAAF)

Included within the National Statistics
System (SISTAN), and takes part in
the National Agricultural Information
System (SIAN)

Studies and
researches
for rural
sector

Guarantee I M EA Risk rating
funds models

ST

Insurance
services
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Releases studies and researches and
performs information activities on
agro-food markets

Promotes and supports young
entrepreneurs for their initial setting-
up in rural business (zero interest rate
loans — ISMEA/EIB agreement)

Provides insurance services

Offers technical assistance to central
and regional administrations

Carries on credit rating activities on
agricultural holdings

Creates credit and financial
guarantee instruments to the benefit
of agricultural holdings



First call guarantee fund

Started-up
in 2008

If the guarantee
is granted then
it cannot be
cancelled or
revoked

A preliminary
assessment is
needed

During the
assessment the
expected
default rate is
calculated and,
on this basis,
the guarantee
fee is
communicated
to the borrower

The guarantee

Short,
medium
or long-

term loans

Up to 70% of
the loan
amount (80%
for young
entrepreneurs)

1 million euros
(micro and
small
enterprises)

2 million euros

(medium
enterprises)
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First call guarantee fund

Non aid scheme. The
farmer pays a one time
fee that is tuned to:

*The risk taken by the fund
*The loan maturity

*Risk expenses (based on expected probability of default)

Th e fee covers: eAdministrative costs (flat percentage set up yearly)

eEquity reduction remuneration (based on the European Commission communication)

eFor ISMEA the State counterguarantee is foreseen by a decree
State cou nte r- eThe State surrogates the Guarantor (ISMEA) just in case of lack of financial resources

0 e[t is meant as a ‘last resort’ guarantee
guarantee: &

*No payment from the State is foreseen in case of guarantee cancellation or revocation
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Price calculation method

Revenues and
expenses

Administrative

Capital reduction

Risk premium

Recoveries rate

Guarantee fee

Rating model

Adjusted PD System risk

Loan

charateristics
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Business model

. i GUARANTEE |
{ APPLICATION

Guarantee
consortium

. LOANAND | | COGUARANTEE |
| GUARANTEE | T . APPLICATION
| APPLICATION ' P '
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Some figures

Guarantees requested

2008 2009 2010 2011 2012 2013 2014 2015

Guarantees portfolio

10%

~

20%

70%

® [nvestments, green energy, debt consolidation
m Working capital

Short term loans



Ownership:
* Public

Public support:

e State cou nterguarantee

Banking supervision:

e Supervised by Ministery
or Agriculture

Partners:
e All banks

Beneficiaries:

e Agricultural sector SME’s

Area of activity:

e National

ISMEA Guarantee fund ID

Profit:
* Non profit

Distrubution:

¢ Via all banks

Products:

¢ loan defaul guarantees;
portfolio guarantees



National fund and Regional RDP 2007 - 2014

Region #2 RDP Region #3 RDP

'Ml‘“'zalsures ’Ml‘;alsures Enterprise #2 Enterprise #3

123 123 guarantee fee guarantee fee

Region #1 RDP Region #n RDP

* Measures *Measures Enterprise #1 Enterprise #...

e121 ©121
o= Regional .
separate
capitals

guarantee fee guarantee fee

Guarantee
fund
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National fund and Regional RDP 2007 - 2014

Farmers
(risk fees)

. NATIONAL RISK |
:  FUND (FEES)

...........................

Guarantees
payments

Additional
|I In case of lack of resources... payments

Banks
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Lessons learned

Ex ante assessment. Assess the market failure, define the issues and set
the solution. One issue, one financial instrument

Financial leverage. The financial resources recovered (not only) at the
end of the programming period can be used more than one time

Increase of the project success probability. Less credit crunch risk.
Partnership with the financial intermediaries.
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Why financial instruments

Financial Revolving Financial
leverage resources discipline

e A higher e Once the e Both the
number of oans are fully lender and
beneficiaries repaid, the the
can be resources can guarantor are
reached with be used by interested in
the same the MA for the success
amount other of the

purposes investment
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