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The EIB: the EU bank

» Natural financing
- partner for the EU
stitutions since 1958

e

European
’ I , Investment K
Bank The U bk European Investment Bank Group 24/11/2017 3



The EIB at a glance

» Largest multilateral lender and borrower in the world
» We raise our funds on the international capital markets
» We pass on favourable borrowing conditions to clients

» Some 450 projects each year in over 160 countries

» Headquartered in Luxembourg and has 40 local offices
» Around 3 000 staff:

» Not only finance professionals, but also engineers, sector
economists and socio-environmental experts

» Almost 60 years of experience in financing projects
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EIB Group financing in 2016: EUR 83.8bn

Signatures

European
Union

75, b

European
' Investment
Bank TuMBM_.‘

Total EUR 83 .8bn

EFTA &
Enlargement
Countries

EUR 3.35bn

Eastern
Neighbours

EUR 1.65bn

Africa,
Caribbean,
Pacific,
South Africa

eur 0.77bn

Outside EU
EUR

8.38bn

Asia and
Latin
America

Southern
Neighbours

EUR 1.63bn

EUR 0.98bn
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Our priorities

Environment Infrastructure Innovation

16960 X 19760 ¥ 13.56n
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EIB Transport Lending

Transport is in which
EIB has been active since Bank was
established in 1958

EIB lending exceeds to
transport sector since 1958

EIB has provided long-term finance

to develop many transport networks
that underpin European economy
and society

» Channel Tunnel Rail Link
» Oresund Link

»  Millau Viaduct

»  HSL Zuid

» TGV France

» AVE Spain
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EIB Lending to Transport Sector 2007-2016

Transport operations signed in EU Member Transport operations signed in EU Member
States (2007-2016) States (2016)
EUR 124bn EUR 10.6bn '
18 a6
Maritime
10%

Other
0%

Signhed amount, EUR bn

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Recent EIB lending (signed operations) some EUR 70bn per year.
On average, transport projects have constituted some 15%-20% of
total lending.

mAir mMaritime mOther mRail mRoads, Motorways m Urban
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EIB lending in the transport sector in Eastern
Partnership countries (BY, UA, MD, GE, AM, AZ)

= EIB lending to transport sector in EaP countries:
= EUR 2.5bn to date (of which EUR 2.1bn for connectivity projects)
» represents more than of 30% of EIB total lending in the region
= Priority objectives:
= Infrastructure projects & connectivity (rail, roads, ports, inland waterways, air)
= Investments on extended TEN-T network
= Strong cross-border and regional integration focus
= Climate action / Sustainable transport lending
= Safety in transport modes

= Challenges and responses:
= Strategic planning framework / prioritization of projects
Role of Eastern Partnership Transport Panel and TEN-T maps / EIB involvement
» Project preparation and design standards
= Harmonization with EU principles (e.g. road safety)
= Technical assistance support (EPTATF, NIF)

= Cooperation between the EC, EIB, EBRD, World Bank, ADB
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Project Eligibility and Quality

European Investment Bank

EIB Transport Lending Policy

=
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The Economic Appraisal of
Investment Projects at the EIB
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Environmental and Social Handbook
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Guide to Procurement
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What is a PPP? - EIB and PPP

“Put simply, a public-private partnership (“PPP”) is an arrangement between a
public authority and a private partner designed to deliver a public
Infrastructure project and service under a long-term contract. Under this
contract, the private ||oartner bears significant risks and management
responsibilities. The public authority makes performance-based payments to
theo‘orivate partner for the provision of the service (e.g. for the availability of a
road) or grants the private partner a right to fgenerate revenues from the
provision of the service (e.g. tolls from users of a bridge). Private finance is
usually involved in a PPP. When properly prepared, PPP projects can provide
significant benefits to the public sector as well as to the project users.”
(www.eib.org/epec)

» 15t PPP financed (before the term was coined?):
Great Belt rail and road fixed link, Denmark, 1990

» > 200 PPP since then

» > 30 rail PPP (heavy rail, metros, light rail):
infrakstructure, signalling/telecoms/GSMrail, rolling
stoc

» However: no new rail PPP since 2014

European
Investment

Bank The €U bant


http://www.eib.org/epec

Some relevant EIB publications (www.eib.org)

M
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from recovery
to sustainable growth

Hurdles to PPP investments

A contribution to the Third Pillar of the
Investment Plan for Europe
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Evolution of the European transport PPP market
(EU + neighbours)

Total value of projects (in EUR bn)

3

10

(&3]

1990 1991 1992 1903 1994 1895 1946 1907 1908 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 212 2013 2014 2045 2016

Year
[ Total value of projects [__J Number of projects

Source: www.eib.org/epec

European
Investment

Bank Tuedi;t‘ * European Investment Bank Group

o ©

Number of projects Total value of projects
375 199.7 EUR bn
24/11/2017 15

syoafoud Jo Jsquunm



The European market for PPP, 2005-16

Amount in million EUR

Source:

Note:
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EIB/EPEC PPP database.
The project values quoted refer to the projects’ external funding requirements at the time of financial close (the sum of

= UKamount = Non-UKamount @ UK number of projects (rhs)

2005

J

2006

2007

2008 2009 2010 2010 2002 2013 2014

2015 2076

B Total number of projects (rhs)
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debt and equity) and exclude public capital contributions. The external funding requirement of a project can differ
significantly from its capital investment costs. Authors calculations.
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Distribution of transport PPP (EU + neighbours)
1990-2016

1l

Hungary: 9

United Kingdom: 66

Spain: 94 Croatia R"i_a__ Hungary

Czech Republic: 2 umumia i

Sweden: 1 _
Turkey: 5 E"m Y 7 F'“““ga'
Ireland: 74 — & ; s“ \\\\} Spain
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Romania: 2
Cyprus: 1
Portugal: 27
Greece: " =
Netherlands: 21
Austria: &
Belgium: 13
Finland: 4
Denmark; 1
Slovakia: 2
Bulgaria: 1
Germany: 24
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Infrastructure investment by sector and source

Infrastructure investment by sector and source, 2005-16 (in % of GDP)

a. by sector b. by source

2.5 25

20 2.0

1.5 1.5

1.0 1.0

0.5 05

0 0
M Tansport M@ Communication M Utilities M Government M Corporate W PPP
M Education W Health M Non-PPP project

Source:  Eurostat, Projectware, EPEC.
Note: Based on EIB Infrastructure Database. Data are missing for Belgium, Croatia, Lithuania, Poland, Romania and the UK. 2016

figures are preliminary. PPP: public-private partnership. Authors calculations.
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Is PPP the right answer? — Value for Money?

Overview of Quantitative VFM Analysis and Key Methodological
Issues

Initially estimated by building “shadow” financial

] |}
1 |
: GovernmjanPP 2 model of PPP project—based on assumed costs,
ol Race mi’;t“;uf s ' revenues, and financial structure; later &
. adeifs) " con firmed through bidding process
1 s ' 1. Cost and revenue
! . assumptions:
: 1 Capital, O&M, and financing cost under el &F;xtenrof
: “Raw” Public Sector : “traditional” Government procurement (or a assumed private
1 | Comparator (PSC) 1 range of possible procurement models)—offset A
" 1 by estimated revenues
ST M pes 4
|
l - EEEEEEEEEEBNR '
: vy I « Procurement and transaction costs
2. Scope of analysis: it : spssiog 7 o 2
ol e ol Adjusted for “fair” 1 - Competitive neutrality
P PSé b a1 comparison 1 + Costofrisk 3. Approach to valuing
PP . :_ f e e e essoase e e Non-financial benefits risk
: : Discounted to 1 ‘% 4. Discount rate used
1 ' present value terms !
l - H Il EEEEEEEEN
\4
VFM Expressed in absolute terms, or as a percentage of PSC
Source: Value-for-Money Analysis - Practices and Challenges, World Bank/PPIAF, 2013
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Seven Hurdles to PPP investments

1. Political commitment to engage in PPPs

2. Legal, regulatory and institutional frameworks,
policy formulation

3. Capacity of the authority responsible for
delivering the PPP
4. Capacity and buy-in of the private sector

5. Procurement

6. Statistical (Eurostat) treatment and management
of PPP fiscal risks

7. Funding and financing

Source: EPEC
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Competition for the market — PSO awarding
rules for passenger transportation

Competitive Regional services
awarding process
for PSO contract -

16,67% (4
Long-distanceservices countries: BG, DE,
SE, UK)

Not applicable (no
long-distance PSO)
-4,17% (1 country:
DE)

—_—

Competitive
awarding process
for PSO contract -

12,5% (3 countries:

BG, SE, UK)

Mix of awarding
process (direct or
competitive)
depending on the
PSO contract - 25%
(6 countries: DK,
IT, NL, NO, PL, CH)

Direct awarding
process for PSO
contract - 58,33%
(14 countries: AT,

Mix of awarding
process (direct or

competitive BE, HR, EE, FI, FR
depending on the . HR, EE, FI, FR,

PSO contract - Direct awarding GR, HU, K5, LV, LU,
12,5% (3 countries: process for PSO SK, SI, ES)

DK, EE, NO) contract - 70,83%

{17 countries: AT,

BE, HR, FI, FR, GR,

HU, IT, KS, LV, LU,

NL, PL, SK, SI, ES,
CH)

Source: IRG-Rail 5th Annual Monitoring Report, 2015
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Public contracting authorities for PSO services

Not specified -
State and regional 4,17%(1 countries: Regional services
authorities - 12,5% \KSI
(3 countries: AT, Fl,
CH)

N —

Long-distance services
Not applicable (no

Mot specified -
long distance P50) 4,17% (1 countries:
-4,17% (1 KS)
countries: DE)

State -58,33%(14

countries: BE, BG,

HR, DK, EE, GR, HU,

LV, LU, NO, SK, Sl,
ES, UK)

Regional authority

- 25% (6 countries:

FR, DE, IT, NL, PL,
SE)

State -91,67% {22
countries: AT, BE,
BG, HR, DK, EE, FI,
FR, GR, HU, IT, LV,
LU, NL, NO, PL, SK,
Sl, ES, SE, CH, UK)

Source: IRG-Rail 5th Annual Monitoring Report, 2015

European
Investment
Bank

The €U bank European Investment Bank Group 24/11/2017 23



Some observations about rolling stock (financing)

» EU: Railway Packages requirements (prerequisite for EIB support)

» (Slow but) Ongoing market opening, in particular for regional
services under PSO

» In countries introducing competition: Non-incumbents gain
market shares, have rolling stock needs

» Emerging financing needs for regional RUs, (public) rolling stock
pools, increased interest in lease financings and financings for
leasing companies.

Not typically PPP, but often project finance structures.

» Rolling stock financing including structuring elements is gaining
in importance and volume for EIB
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Thank youl!

More information at: www.eib.org
eberhard@eib.org
Tel.: +352 4379-88635
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