


JESSICA — a new form of public-private investment

/J oint \

Financial Engineering Instrument introduced
by the European Commission in collaboration
with the European Investment Bank (EIB)

E uropean « Use existing European Regional
Development Fund (ERDF) grant allocations;
« Arevolving fund for investment in regeneration
S upport for projects
i * intended to gaps in provision of development
S ustainable finance
* Provides senior/ mezzanine loans, senior loan
| nvestment in guarantee or equity.
« ERDF and match must be invested by 2015
C t « Initial restrictions on use of ERDF for eligible
| y activities/ sector focus (e.g.. Energy, SMEs,

Regen)
A Feas  Projects must be part of Integrated Plan for
K / Sustainable Urban Development




JESSICA Structure

EUROPEAN COMMISSION

Structural Fund Grants‘
OTHER INVESTORS MEMBER STATE or REGION
(Public & Private) via a designated Managing Authority

' optional
CITIES '

URBAN DEVELOPMENT FUND -
International

Investment (equity, loan or guarantee) Financing
Institutions/

\ v PRI Banks

Including RN
contributions
of land and

buildings

Projects forming part of an
Integrated Plan for Sustainable
Urban Development




JESSICA and Sustainable Energy Investments in the UK

7 Urban Development Funds (UDFs)
established/ under procurement
» UDFs have specific focus, including urban
regeneration, environmental infrastructure,
SMEs and Energy Efficiency (EE)
» Other UK regions considering JESSICA
* Amber Green Consortium bid for 3 UDFs
which include an Energy component:
— Wales - £55m Regeneration fund
— London - £70m EE fund

— Scotland - £15m for EE in Social Housing

* Commercial finance market for Energy

Efficiency and Renewables immature; limited

private finance available — JESSICA can fill

this gap




Case Studies

REGENERATION
INVESTMENT \(/Z ?
&

FUND for WALES

LONDON

* K

DEVELOPMENT
A GIENEE Y

European Regional

Development Fund
Investing in your future

* RIFW - £55m funded by ERDF and Welsh

Government match funding

* Arms length vehicle managed by Amber

Infrastructure as Fund Manager

* Focus on £3-10m loans for Regeneration, can

include Energy related projects e.g..

— Community energy facilities, including

combined heat and power
— Renewable Energy

— Energy Efficiency improvements to
commercial premises, social housing, and

public sector buildings

— Waste treatment facilities for an urban area,

including waste to energy

www.rifw.co.uk

* London Green Fund — Energy Efficiency UDF

£70m focussed on EE retrofit in public sector

buildings, including £11m for Social Housing

Requirement for £20m private sector match

finance as additional leverage for fund

Senior debt, junior debt or equity investments

into eligible urban projects

Targeting Energy Conservation Measures with

a payback of 5-7 years

Output targets for the fund include 20%
Energy Savings Ratio and over 46,000

tonnes of CO2 saved

RE:FIT Energy Performance Guarantee

Contract can be used supported by ELENA




London Green Fund — JESSICA Holding Fund & UDFs

LWaRB LDA  |m=mm e Eu ropean
Commission
£18m £32m £50m

y

London Green Fund
£100m
(EIB holding fund manager)

£35m|investment £50m investment 515@ investment
A 4 A 4

- - | T T T T

. |
£35m private Energy Efficiency Minimum £_20m | Pos_S|bIe investment :
sector pari-passu |- - Waste UDE UDF L state aid | in larger scale
co—fiaanclion (£11m max compliant Match | | decentralised !
9 Social Housing) Funding :_ energy (tbc) |

l l

Project-level repayment investment (debt/equity)

Complementary

financing
A R R R
| Project | | Project ; | Project ; ! Project
o S S S U S P
b - LONDON
* * - - - DEVELOPMENT
i Urban project-level public &/or private AGENCY

European Regional

Development Fund
Investing in your future

additional financing




LEASIDE

’ REGENERATION
POPLAR
2 HARCA

Poplar HARCA

Poplar Housing and Regeneration

Community Association Ward Local Authority London Rgnk
Most Deprived
. Setup by LB Tower Hamlets in 1998 East India and Lansbury Tower Hamlets 1
Bromley-by-Bow Tower Hamlets 2
e Stock transfer Northumberland Park Haringey 3
_ _ Canning Town North Newham 4
* Resident-leadership Canning Town South Newham 5
— Better Homes WiEk flackney 0
Mile End East Tower Hamlets r
— Better Services StDunstan’s and Stepney ~ Tower Hamlets 8
Green (Ocean)

— Better Places
— Better Opportunities
» EE retrofit as part of major refurbishment
programme
— Tackle fuel poverty

— Improve appearance of blocks

— Debt repaid via development sites




Procurement & Delivery - RE:FIT building energy efficiency programme

Insulation Building management
technologies

* Energy Performance Contracting
approach: The public sector building
owner identifies a portfolio of buildings
they would like to retrofit, sets a target
percentage energy savings and a payback
period

* An Energy service companies (ESCOs)
carry out the works and guarantee the
resulting energy savings

Cooling equipment Low carbon heating

* This guarantees the payback of the
Initial investment with the delivery risk
transferred to the ESCO.

* Hence this is a cost neutral means to

reduce energy bills and carbon footprint of
buildings



Challenges of Implementing JESSICA in UK

* Investments must be on commercial terms and generate a return
« State aid notifications are being progressed with the Commission

State Aid

» Energy savings are difficult to prove, technologies are new

Revenues to * Energy savings generally retained by housing tenants, so does not
provide revenue stream to repay debt

Repay Debt * FIT can provide a source of income, but may not deliver against carbon

: * Projects need to be investor ready — feasibility studies undertaken,
PI‘OjeC'[ internal approvals in place

Plpe“ne * Projects need to be of sufficient value to warrant transaction costs

Structural » Compliance requirements with regards to eligibility of expenditure,
=12l reporting, monitoring, procurement & ‘regulatory repayment
unas requirements’ may be unpalatable

Conditions « Investments must be made by 2015 - UDFs needed now




Contact

Jenny Curtis
Jenny.curtis@amberinfrastructure.com
(+44) 020 7939 0597

Leo Bedford
Leo.bedford@amberinfrastructure.com
(+44) 020 7939 0573




