EAS P D EASPD IS THE EUROPEAN ASSOCIATION OF SERVICE PROVIDERS FOR
PERSONS WITH DISABILITIES REPRESENTING SOCIAL SERVICE PROVIDER

ORGANISATIONS ACROSS EUROPE AND ACROSS DISABILITY.

IMPROVING SERVICES
IMPROVING LIVES

Introduction

Study:Unlocking the EFSI for Social Services

Economic and Financial Context

The economic and financial crisis has had numerous effects throughout the European Union, in terms
of rising levels of unemployment, increasing levels of poverty and social exclusion, slow or little

growth and weak public and private investment. The limited and decreasing ability or willingness of
authorities to invest in public services has been matched by a similarly weak investment into the
real economy by private investors; rightly or wrongl¥his has clearly hindered Europe’s economic

and social recovery from the crisis.
Relaunching Private Investment into the Real Economy

Given this situation, public authorities are seeking to maximise the impact of public monein
certain areas to re-launch private investment into the real economgnd increase investor
confidence. This is particularly the case for easing access to funding for riskier long-term or
innovative projects, mid-cap companies and small and medium-sized entreprises. For this reason,
the European Commission and the European Investment Bank (EIB) launched an initiative —the
European Fund for Strategic Investment (EFSI)- to help overcome this investment gap by mobilising
private investment into strategic areas. EFSIis a 16 billion EUR guarantee from the EU budget,
complemented by an allocation of 5 billion EUR of EIB’s own capital, aiming to secure at least 330
billion EUR additional investment into the European GDP. The objective is to address a funding gap
that is hampering the ability of entreprises to expand and innovate to their full poteth due to
limited access to private funding for certain higtisk projects.The EU regulation establishing the
EFSI specifically indicates the importance of the EFSI supporting high-risk investments in several
specific sectors: energy, transport, healthcare and “social infrastructure, social and solidarity

economy” (Art 9.2.(g)(V)).
Impact of the Crisis on Social Services and Users

In the meanwhile, in particular due to demographic changes, rising inequalities and high levels of

unemployment, there has been a significant increase in demand for social services; be it in the field
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of disability care and support, childcare, elderly care, tackling homelessness, etc. Somewhat counter-



intuitively, this increasing demand for care and support has been met by insufficient or reduced
public funding for the sector. Not only has this put additional pressure on the quality of the services
themselves, it has also led to increased waiting lists for these services. There is little doubt that this
has led to the further social exclusion of disadvantaged groups throughout Europe, as well as their
social networks (family, friends, etc.) who are having to pick up the care and support activities due to
a lack of alternatives. This is having a doubly negative impact on job creation. It is both destroying
jobs as people (often women) are obliged to leave their job to pick up the care activities and
hindering the job creation potential of the social services sector linked to the increase in demand, a
significant missed opportunity given the high levels of unemployment in Europe, especially of young

people.
Role of the EFSI in financing Social Services

Although not a replacement for the essential adequate public funding for the delivery and continuity
of high quality social services in Europe, the EFSI can play a role to finance certain specific projects
where private investment already plays a role, enabling a better financial agreement between the
social service provider and the financer. For instance, in the (numerous) cases where social service
providers require a loan for a specific innovative project aiming to improve the quality of the services
provided (community-based infrastructure, human capital, innovation in services), the EFSI may be
able to both ensure that the financer is willing to support such an investment and/or secure a better

deal for the service provider; and consequently for public authorities too.
The Unused Potential of the EFSI

However, up until December 2015, the EFSI has yet to invest in a project linked to the social services
sector for a variety of reasons, including a lack of an instrument dedicated to the specificities of the
social services sector, as well as a misunderstanding from financial intermediaries of the

predictability of returns on investment into social services.
What does the study contain?

In order to bridge this gap, provide a practical explanation on how to access EFSI and better assess
the reasons for why it has yet to be picked up, the European Association of Service providers for

Persons with Disabilities (EASPD) commissioned a study with specific and practical reports on
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1. The Structure and Functioning of the EFSI: how social service providers could access EFSI
funding ¢ Pp 4

2. The Structureand Functioning of the EFSI: how financial intermediaries could access EFSI
funding - Pp 35

3. Promoting the use of EFSI among banking networks as a tool to ease access to credit for

social service providerg Pp69

4. The concerns and main barriers on the accessgiruments funded by the EFSI and more

in general on the financing of social service providei3p 79

5. Recommendation®n what the European Commission can do to profadhe uptake of
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6. Conclusions and Next StegsPp100

In order to facilitate the reading of this report for each possible reader, each

specific chapteican be read separately from ongnother.
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Abstract:

This paper describes how social service providers can access the funds provided by the European
Fund for Strategic Investments (EFSI). The EFSl is an initiative launched by the European Commission
and the European Investment Bank in order to overcome a lack of funding that is hampering the
economic recovery in the European Union. EFSI funds and guarantees are not directly available, but
are channelled through two paths (the European Investment Bank and the European Investment
Fund) which in turn have different instruments that take advantage of such funds. Financial
intermediaries also have an important role in the process, oftentimes being the last link in the chain
before the final beneficiary. However, given that this initiative has only been established recently, it

is possible that new instruments will be created/enhanced in order to satisfy the demand.
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Since its appointment in November 2014, the European Commission has identified the kick-start of
the European economy as one of the priorities of its mandate. To this end, in 2015 it launched its
initiative, the Investment Plan for Europe. One of its pillars is the European Fund for Strategic
Investments, the EFSI. The purpose of such fund is to address a funding gap that is hampering firms’
ability to expand and innovate at their full potential. As we will see later in the paper, in the
Regulation that describes the functioning of the EFSI, the Commission pointed out the strategic
sectors that would benefit the most from the funds. The social economy is one of such sectors,
thanks to its capacity to create long-term jobs while producing positive externalities in the whole

society.

The purpose of this paper is to describe the EFSI and the application procedures necessary to access
the available funds. The perspective of this paper is on the demand side, more specifically social
service providers, and consequently the focus will be on how such entities can apply and whether

there are synergies between their needs and what the EFSI can offer.

After a description on the reasons why the European Commission came up with the Investment Plan
for Europe from which the EFSI originated, a general description on what the ESFl is - and what it is

not - and its corollary bodies will be provided.

Afterwards, a section on the different application procedures according to both the EU institution
and specific instrument will be outlined. Here we will distinguish between the two main channels for

accessing EFSI funds, the European Investment Bank (EIB) and the European Investment Fund (EIF).

Keeping with the social service provider perspective, we included in the description also the
guarantees provided under the European Commission’s Programme for Employment and Social
Innovation (EaSl) and the Social Impact Accelerator (SIA), which at the moment are not covered by
the EFSI but specifically target social enterprises and therefore might be interesting from the point of
view of social service providers. Finally, the concluding remarks will summarise the main findings of

this paper.
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Regarding the definition of what we mean when we talk about social service providers, in 2006 the
European Commission described in a Communication® what constitute Social Services of General
Interest (SSGI) and we use this definition to encapsulate social service providers. It identified two

broad types of services, namely:

9 statutory and complementary social security schemes covering the main risks of life; and
9 services provided directly to the person, such as social assistance services, employment and
training services, childcare, social housing or long-term care for the elderly and for people

with disabilities.

In 2007°, the Commission refined its analysis of SSGI and highlighted a certain number of objectives
that social services pursue — such as responding to vital human needs, contributing to non-
discrimination and creating equal opportunities. The Commission also highlighted the principles of
organisation which are common to these services — such as solidarity, proximity,
comprehensiveness, personalisation and an asymmetric relationship between user and provider. On
a final note, social service providers are also a heterogeneous group, including small organisations, as

well as ones with a budget in the order of hundreds of millions — if not billions — of euros.

As a final note on social services, they share certain characteristics with the social economy that can
be used by the former to benefit from initiatives and instruments that are designed for the latter,

provided that they meet the eligibility criteria.

1. Background3

Since the global economic and financial crisis, the European Union (EU) has been suffering from low
levels of investment. Collective and coordinated efforts at European level are needed to reverse this

downward trend and put Europe firmly on the path of economic recovery.

The European Commission has highlighted” the weakness of investment as a cause of a fragile

recovery from the economic crisis in the EU and even more so in the euro area. The main reason for

! Implementing the Community Lisbon programme: Social services of general interest in the European Union
COM(2006) 177 of 26 April 2006.

? Services of general interest, including social services of general intenest: Buropean commitment

COM(2007) 725 final of 20 November 2007.

3 http://www.eib.org/attachments/efsi_factsheetl why en.pdf

* http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3A0J.L .2015.169.01.0001.01.ENG
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persistently weak investment is low investor confidence. This uncertainty is rooted in low
expectations about the demand for goods and services, the fragmentation of financial markets and a
lack of sufficient risk-bearing capacity that is required to catalyse investments. Due to the uncertainty
of economic and political developments and the still high levels of indebtedness in parts of the EU
economy and their impact on credit risk, access to finance has been difficult, in the Member States
most affected by the crisis, especially for riskier long-term finance projects, mid-cap companies and
SMEs. Limited fiscal room for manoeuvre, coupled with a constraint of bank finance reduce the

system’s capacity for risk-bearing.

In this context, the best use of public money is to strengthen the risk-bearing capacity in order to re-
launch private investment. Adequate levels of resources are available and need to be mobilised
across the EU in support of investment. There is no single, simple answer, no growth button that can
be pushed, and no one-size-fits-all solution. The Commission is setting out an approach based on
three pillars: structural reforms to put Europe on a new growth path; fiscal responsibility to restore
the soundness of public finances and cement financial stability; and investment to kick-start growth

and sustain it over time.

The latter of these measures is called Investment Plan for Europe. It has three objectives: to provide
additional fuel to the EU's recovery and reverse the drop in investment; to take a decisive step
towards meeting the long-term needs of the European economy by boosting competitiveness in
strategic areas; and to strengthen the European dimension of our knowledge, human capital and
physical infrastructure, and the interconnections that are vital to the Single Market. According to
European Commission estimates, the Investment Plan has the potential to add € 330 to 410 billion to
the EU's GDP and create 1 to 1.3 million new jobs in the coming three years. The main instrument to
deploy the funds is called European Fund for Strategic Investments (EFSI) and it will be described in

the following section.

2. The European Fund for Strategic
Investments

The EFSl is an initiative launched jointly by the European Investment Bank (EIB) Group and the
European Commission to help overcome the current investment gap in the EU by mobilising private
financing for strategic investments. EFSl is a € 16 billion guarantee from the EU budget,

complemented by an allocation of € 5 billion of EIB’s own capital. Its dedicated governance ensures
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that it remains focused on its specific objectives, namely to increase the volume of higher risk
projects supported by EIB Group financing operations and address the market failure in risk-taking
which hinders investment in Europe’. However, it is important to stress that the EFSI is not a Fund

or other legal entity nor does it trade independently

The purpose of the EFSI is to support strategic investments in infrastructure as well as risk finance
for small businesses. The funds will focus on investriseim infrastructure and innovation, as well

as finance for Smalland Medium sized Enterprises (SME3he criteria used to select the projects

to be funded comprise high societal and economic value contributing to EU policy objectives and

projects must attract private capital by addressing market failures. Moreover, they have to satisfy
technical criteria: potential projects must come on top of existing EIB and EU financing possibilities,

must be economically and technically viable and must be consistent with EU state aid rules’.

According to the EU Regulation on the European Fund for Strategic Investitigtsnain areas

which will be targeted by the fund include: human capital, culture and health, in particular through
education and training, cultural ad creative industries, innovative health solutions, new effective

medicines social infrastructures, social and solidarity economy and tourism.

The text therefore includes to a limited extent not only social service providers but also the social
economy among the target sectors, reflecting in this way also the position taken by social service
providers’ representatives such as the European Association of Service providers for Persons with

Disabilities (EASPD)°.

Nevertheless, we have reviewed all the awvaile documentation on the EFSI to analyse how such
funds will be deployed concretely and, as at December 2015, there are no specific instruments that
target social service providers. Still, we have to keep in mind that the EFSI entered into its
operative phase in late 2015 and therefore it is in its first steps: further instruments and tools are

still being developed and might become available in the coming months.

The present structure of the EFSI is indeed as follows®:

> http://www.eib.org/about/invest-eu/index.htm?lang=en

® http://www.eib.org/attachments/press/investment_plan for europe ga en.pdf

’ http://ec.europa.eu/priorities/jobs-growth-investment/plan/efsi/index_en.htm

8 http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:0J.L .2015.169.01.0001.01.ENG

° http://easpd.eu/en/content/european-fund-strategic-investments-more-added-value-investing-social-sector

1o https://ec.europa.eu/growth/tools-databases/eip-raw-materials/en/system/files/ged/A-

Carano_presentation%20EFSI%20dg%20GROW%2020150520.pdf
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The provision of funds and guar&ees is split between the EIB and the EIF according to the window

that is used.

The SME Windowwill provide support to SMEs (enterprises which employ fewer than 250 persons
and which have an annual turnover not exceeding € 50 million, and/or an annual balance sheet total
not exceeding € 43 million) and midcaps (entities having up to 3,000 employees). The SME Window
of EFSI will be implemented via the EIF, through agreements between the EIF and financial
intermediaries. Moreover, financial support must be additional to what will have been delivered
under the existing and already foreseen programmes in the period 2015-2018. The SME Window
should have a budget of €5 billion (the volume can be increased, depending on market needs). It will
offer a mix of facilities: covering both debt and equity financing; providing finance to SMEs and small
mid-caps in early, as well as expansion stages of their life-cycle; financing of investment projects as
well as working capital; catering specifically for the needs of higher-risk, innovative or research-

intensive companies™.

The Infrastructure and Innovation Windowon the other hand, will be managed by the EIB. In this
instance the EFSI will serve as credit protection for new EIB activities. Typical products offered under
this Window are long-term senior debt for higher risk projects, subordinated loans and equity and
guasi-equity and thanks to the Window support projects are expected to attract more investors,
according to their interest in the projects. Typical projects serviced will be infrastructure (broadband,

transportation...), energy (renewables, energy efficiency...), investment funds, education and

" https://eu-access-to-finance-day.teamwork.fr/docs/luxembourg/presentations/Roger-Havenith.pdf
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research and innovation'. These categories are mainly indicative at the moment, as this Window is
still being set up, however some large projects have already started to get direct funding from the

EIB.

Before going into detail (chapter 4), it’s important to underline the fact that at the moment EFSI

funds will actually be used to strengthen already existing financial instruments provided by the EIB
and the EIF: most of such instruments are deployed via locaririal intermediaries (banks,
investment funds, microcredit institutions, etc.), and are not specifically targeting social
enterprises. Therefore social enterprises in most cases will have to get in touch with such
intermediaries in order to benefit from he EU funding and not directly with the EIF and the EIB,
and will have to meet the eligibility criteria, which are not tailored for social service providers at
the moment. Obviously, as previously said, further procedures to unlock the funds may be

developed in the future, and new instruments may be envisaged. In fact, some facilities require more

design, market testing and preparation and will be launched gradually in 2016 and 2017".

2.1 Additional Services

As previously discussed, the EFSl is an instrument that provides funds and guarantees to projects.
Two platforms are being established to support it, in order to provide investors, project promoters
and public managing authorities with advice and information about current and future investment
projects and their development and preparation: the European investment advisory huind the
European investment project directoryThe main reason for creating an advisory hub and project
directory is the perceived lack of information about investment projects. In addition, not all project
promoters are able to structure projects so that they attract investors, especially investors from
other member states. Similarly, not all projects are structured to make the best use of the existing EU

instruments and funds.

The European investment advisory hub is to serve as a 'one-stop-shop' for investors and project

promoters alike seeking advice on investment projects and their financing. The hub's new advisory
services should be additional to the support already available under other EU programmes. The

services provided by the hub will include:

12 https://ec.europa.eu/growth/tools-databases/eip-raw-materials/en/system/files/ged/A-

Carano_presentation%20EFSI%20dg%20GROW%2020150520.pdf

13 https://eu-access-to-finance-day.teamwork.fr/docs/luxembourg/presentations/Roger-Havenith.pdf
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e providing technical assistance to authorities and project promoters;

e helping project promoters to develop their projects so that they fulfil the eligibility criteria
according to the EFSI regulation;

e helping to make EFSI support available throughout the EU through efficient use of local
knowledge;

e acting as a platform for peer-to-peer exchange and sharing of knowledge on project

development.

The European investment project directory's purpose (currently under development™) is to provide
information for potential investors about projects that are looking for investors, to increase their
visibility and thus contribute to the effectiveness of the European fund for strategic investments. The
directory will display projects for information purposes only: the fact of being featured in the
directory will not mean that the projects have been pre-selected for financing from the European

fund for strategic investments or EU programmes™.

Hence social service providers can use both platforms for getting assistance and feedback on how
to set up their projects properly. They can access a Europede database in order to gain
information about the likelihood of success their projects can have, based on previous experiences
published online .Additionally, social service providers can upload their investment plan, get visibility

and increase the likelihood to find (or be found by) a financial intermediary. On the other hand,

financial intermediaries in turn will gain access to a platform that includes further opportunities of

investment and might find interesting opportunities in candidate social service providers.

3. How to Apply to the Funding

As already mentioned in Chapter 3, at the moment the EFSI funds will be deployed via EIF and EIB,
through already existing instruments. Most of these instruments are accessible only by financial
intermediaries, that will use the funding to increase and further develop their own activities,
financing SMEs and other projects that meet the requirements set by the Commission. At this stage

therefore, social service providers have to interact with such intermediaries in order to access the

 http://ec.europa.eu/priorities/jobs-growth-investment/plan/eipp/index_en.htm

> http://www.consilium.europa.eu/en/policies/investment-plan/investment-advisory-hub/
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funding, provided they meet certaimequirements, which at the moment are not tailored on their
specificities.We will now describe more into details such existing instruments and the related
criteria, in order to allow social service providers to check their eligibility. We will also provide some
examples on how financial intermediaries are using the instruments to finance projects and
enterprises, nevertheless please be aware that each financial intermediary has its own application

procedure and decision making process.

3.1 European Investment Bank Path

The main activity of the EIB is to lend to clients of all sizes to support sustainable growth and jobs.
The EIB’s support is often central to attracting other investors. Its main lending activities are divided
in: project loans for projects bigger than € 25 million; intermediated loans via local banks; venture
capital in funds that invest in high-tech and growth SMEs; microfinance; equity and fund investment
to catalyse further activity'®. Besides lending, the EIB has other tools that provide further financing

opportunities on specific sectors'’.

Finally, the EIB provides advising services. It makes technical and financial expertise available to its
clients to develop and implement investment projects and programmes and to improve institutional
and regulatory frameworks. When complementing EIB loans, advisory services strengthen the
economic and technical foundations of an investment and catalyse funding from other sources. The
EIB’s key areas of expertise comprise sectors such as infrastructure financing, climate change

mitigation and adaptation, urban development and SME support®®.

After describing the main activities of the EIB, we will now go into more detail only in the ones that

involve the EFSI, specifically lending. In this case the applidéon procedure is divided into two

categories depending on the amount that is being requested and the watershed is whether a

LINE 2SO0 NBIldzZANBAa Y2NB 2N fSaa GKIY € Hp YAftAazyd

Social service providers can directly get in touch with the EIB only for projgcksl & | NB | 6 23S |
25 million threshold. Otherwise, they need to contact financial intermediaries that are financed by
the EIBThe requirements and eligibility criteria to get the financing in both cases are the same as for

SMEs, which are described below.

16 http://www.eib.org/products/lending/index.htm

7 http://www.eib.org/products/blending/index.htm

18 http://www.eib.org/products/advising/index.htm
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C2NJ LINE 2SOl a lthe 2Bavl directlywrpvidertiie fuhdd @etfing a loan directly from
the EIB avoids one additional step to get the funding (the financial intermediary). Moreover, it may
offer better conditions depending on the project. Finally, it helps increase the value of the social
impact of the project. No special formalities are involved for the submission of applications to the EIB
for individual loans. Project promoters are required simply to provide the Bank's Operations
Directorate with a detailed description of their capital investment together with the prospective
financing arrangements. Initial contacts to discuss a proposed project can be in any form, by

telephone, fax, e-mail or letter. . The project promoter should provide sufficient information to allow

the EIB to assess whether the project adheres to EIB lending objectives and has a well-developed
business plan. As a general rule, the EIB expects to receive a comprehensive feasibility study. Where
this has not been prepared, the project promoter may use his own discretion in compiling detailed
information to permit the technical, environmental, economic, financial and legal appraisal of

projects. Additional information may be required subsequently. A comprehensive and detailed list of

documentation needed for applying is available at the EIB website.

Example: Grifols (Spain)

The EIB provided a € 100 million loan to the Spanish multinational pharmaceutical and chemical
company Grifols for research and development in the field of new health treatments. With this
loan, the EIB is providing long-term finance in support of the company’s R&D investment, mainly
focused on finding new applications for plasmatic proteins, including the treatment of Alzheimer’s
disease, vascular diseases, cardiovascular surgery and arterial thrombosis. The R&D activities
financed will be carried out at existing centres in Europe up to the end of 2016. The investments
financed by this loan will bolster Grifols’s position in the sector and strengthen its competitiveness,
fostering the company’s growth and creating skilled jobs. At the same time, the research activities

will help to improve patients’ health and quality of life™.

Ly GKS OFasS 27F LINRR B8EYGednotdnteivedaiirectly. Neperthéldse, theEIR
provides intermediated loans (credit lines) to local, regional and national banks to strengthen their
financial activities. Promoters interested in EIB financing for projects under € 25 million should
therefore contact such banks and other intermediaries involved directly with a detailed description

of their capital investment together with the prospective financing arrangements and check whether

¥ http://www.eib.org/infocentre/press/releases/all/2015/2015-244-el-bei-firma-un-prestamo-de-100-millones-de-euros-

con-grifols-en-el-marco-del-fondo-europeo-de-inversiones-estrategicas-efsi.htm
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http://www.eib.org/infocentre/press/releases/all/2015/2015-244-el-bei-firma-un-prestamo-de-100-millones-de-euros-con-grifols-en-el-marco-del-fondo-europeo-de-inversiones-estrategicas-efsi.htm

there is any favourable condition for the loan. The intermediary must transfer a financial advantage
reflecting the impact of the EIB funding and has to inform the final beneficiary of this®®. Be aware
that the lending decision for EIB loans via credit lines remains with the financial intermediary. The list

of EIB financial intermediaries is available online. Below we present a couple of examples of financial

intermediaries providing loans at more favourable conditions thanks to the EIB support, in order to
see the steps a social enterprise has to take in order to access the funds. These cases are indicative

only, as other financial intermediaries may have different procedures.

ExampleCrédit AgricoléFrance)

Crédit Agricole is a French network of cooperative and mutual banks that collaborate with the
European Investment Bank and function as a certified financial intermediary. Thanks to the EIB’s
support, it can offer loans at a discounted rate and spread the reimbursement in a longer term.
There are several thematic areas in which Crédit Agricole invests, water and clean-up, improving
the health sector infrastructure, energy and the environment, biomass, renewable energy, energy
efficiency in schools and high-output infrastructure. In particular, social service providers can
benefit from the sector targeting health infrastructure, more precisely not-for-profit enterprises
participating in the public health service. For further information on how to access EIB funds via
Crédit Agricole’s financial intermediation, it is possible to contact it via phone, e-mail, or it is

possible to find the closest office online.

ExampleSantandeUK)

Santander is committed to supporting SME businesses and recognises that for many access to
cheaper finance is crucial to enable their business to flourish. Therefore it offers a discount of 0.5%
for loans up to five years to SMEs. The underlying loan or transaction would be subject to normal
due diligence procedures, so Santander may require a business plan, including projections,
depending on the level and complexity of finance required. The application for the EIB discount
itself is straightforward and is simply a case of ensuring that the underlying transaction meets the
EIB criteria’’. However, in all cases, a dedicated local Relationship Director is available to discuss all

finance options available. Some activity is not eligible, for instance the financing of pure real estate

0 http://www.eib.org/products/lending/intermediated/index.htm
2 http://www.eib.org/attachments/application_documents_en.pdf
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development and investment, but the funding is available to a wide variety of industry sectors —
with a maximum loan of € 12.5 million. Santander can extend EIB discounted funds for larger
projects, which are subject to slightly different eligibility criteria. The loans must be used for
investment purposes and there is a minimum term of two years. The funds can be used for working
capital, but cannot be used to re-finance existing debt. Santander has seen funds used for a host of
different purposes, supporting SMEs from a variety of sectors, for example care homes, dentists,
shops and farms. Since partnering with EIB Santander has helped to support over 320 SMEs with
this type of funding. It is worth noting that Santander also specifically targets the health sector®.
They offer: full service day-to-day banking and cash-management services; Term and Capital
Expenditure Loan finance for core and expansion needs; invoice finance, revolving credit and other
facilities to support cashflow; commercial mortgages, term loans and asset finance; and treasury
management services. For further information on how to access EIB funds via Santander’s financial
intermediation, it is possible to contact it via phone, e-mail, or it is possible to find the closest office

online.

3.2 European Investment Fund Path

The European Investment Fund (EIF) is a specialist provider of risk finance to benefit small and
medium-sized enterprises (SME) across Europe and is part of the EIB Group. Its shareholders are the
European Investment Bank (EIB), the European Union, represented by the European Commission and
a wide range of public and private banks and financial institutions. It carries out its activities using
either its own resources or those provided by the European Investment Bank, the European

Commission, by EU Member States or other third parties.

The EIF cooperates with a wide range of financial intermediaries such as banks, leasing companies,
guarantee funds, mutual guarantee institutions, promotional banks or any other financial institution
providing financing to SMEs, or guarantees for SME financing. Its guarantee instruments consist of
two main products supporting access to finance for SMEs: the Credit Enhancement/Securitisation
(Guarantees for securitised SME financing instruments) and the Guarantees/counter-guarantees for

portfolios of micro-credits, SME loans or leases (Management of European Commission initiatives)®.

2 https://www.santanderch.co.uk/sectors/healthcare/healthcare

2 http://www.eif.org/what_we_do/guarantees/index.htm
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The resources under EFSI will enable the EIF to deploy its existing support for SMEs at a higher and

faster rate than initially planned to satisfy strong demand of support to SME’s access to finance in a

crisis period. Initial EFSI resources under the SME Window will be used to accelerate and enhance

the deployment of existing EU flagship programmes which the EIF manages, and more precisely
COSME and InnovFin, and to significgnticrease the Risk Capital Resources (RCR) mandate for

equity investments®.

We will now describe the existing instruments in more detail and see how they can be employed by

social service providers.

As a general remark, please be aware that such instrumiseare directly accessible only by financial
intermediaries, which will then be able to provide easier access to finance to SMEs andapmsl.
Social enterprises might therefore have an easier access to finance through those intermediaries

which have apgkd for such instrumentsThe list of EIF financial intermediaries is available online.

Moreover, for each instrument we will provide a few examples of financial intermediaries and,
wherever possible, we will focus on the requirements and whether they specifically target social

service providers or social enterprises.

3219 | dA&AST T F yAY S

Social enterprisesind enterprises in general looking for investors can contact the fund

management companies which the EIF has investeda list of which is available online. The

requirements and eligibility criteria to get the financing are the same as for SMEs, which are

described below.

Through venture capital and private equity interventions, the EIF plays a crucial role in the creation
and development of high-growth and innovative SMEs by facilitating access to equity for these
companies across the entire lifecycle of corporate innovation. It does so by investing in venture and
growth capital, from the very earliest stages of intellectual property development into technology
transfer, to more mature phases of development. Through this reputation, while maintaining a highly
selective process, the EIF takes significant minority stakes in funds which provide a catalytic effect on
commitments from a wide range of investors, particularly in the private sector. The scale and scope

of the EIF investments, along with its added value on fundraising, allows it to promote best market

2 http://www.eif.org/what we do/efsi/index.htm
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practice and corporate governance for teams it chooses to support. EIF's equity activity is principally
backed by resources from its main shareholders, the EIB and the European Commission®®, and has

been strengthened by the EFSI funds.

ExampleAnanda Social Venture Fuft@lermany)

Ananda Ventures is one of the leading venture capital investors for social enterprises in Europe.
Social entrepreneurs solve social challenges in sustainable, market-driven ways — tackling issues
such as education, social integration, the ageing population and long-term unemployment. They
invest in social change in high growth companies based in Europe and targeting social issues in the

region. The criteria they use for selecting the projects are:

e Strong social impact: The key to success lies in the impact of the target company. It can be
clearly measured and is well-defined by key performance indicators that position the
company at the peak of its sector.

e Financial position: The financial position of the social enterprise is sound and able to service
the invested capital. In case of a pure equity injection we need to see a realistic exit
window.

e Effective team: There is no success without extraordinary individuals. The social enterprise
has a motivated and capable team that knows how to maximize impact while creating a
sustainable and economically viable business.

® Best-Practice: The business model has to be amongst the most efficient and effective

solution in its peer group.

Regarding their investment process, Ananda’s investment managers continuously evaluate new
ideas in the field of social entrepreneurship. In order to obtain a brief overview, they ask that for
the Executive Summary of the potential beneficiary. If the described venture is of interest to them,
they will contact the potential beneficiary for a more comprehensive business plan. If the venture
continues to be of interest to them and meet their preliminary criteria, they will arrange an
interview with the potential beneficiary either personally or via the telephone. The Due Diligence
process will then begin. Depending on the complexity of the business model, it can take between 4
and 16 weeks to go from the initial application to receiving support from the Social Venture Fund.
Social service providers looking for financing from the Social Venture Fund can contact the Fund

online. An example of their investments is Insane Logic’®. Insane Logic is the award winning Social

5 http://www.eif.org/what_we do/equity/index.htm

% http://www.insanelogic.co.uk/
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Enterprise that is dedicated to helping people learn to communicate. They have developed
MyChoicePad, a language and communication development platform for mobile tablets. It has
already helped over 75,000 children and adults across the UK with their communication difficulties

in early years, mainstream and special schools and supported living environments.

ExampleBridges Social Impact Bond FijhiK)

The first fund of its kind, the £25m Bridges Social Impact Bond Fund provides up-front capital for
projects commissioned on a payment-by-results basis, where investors receive returns only if
specific social outcomes are achieved. This model means that commissioners pay directly for
outcomes that improve the lives of beneficiaries, rather than paying for an activity which may or
may not work. To date, Bridges has supported twenty-two impact-driven organisations via fourteen
different Social Impact Bonds, aimed at improving life outcomes for children, young adults and
elderly patients across the UK. The Bridges Social Impact Bond Fund supports charities and social

enterprises based in the UK that have:

® A clear social mission

e A strong management team

e The ability to deliver highly impactful social interventions

e The ability to robustly monitor and proactively manage the social outcomes delivered by

these programmes

Each investment made by the fund will be up to £3 million to deliver an outcomes-funded

intervention programme.

For further information on how to access Bridges Social Impact Bond Fund’s financial

intermediation, it is possible to contact it online. For example, one Social Impact Bond investment is

Action for Children. Action for Children27 is a UK children’s charity committed to helping vulnerable
and neglected children and young people, and their families, throughout the UK. Through 650
projects and services based around the UK, the charity works with over 300,000 children, young
people, and their families. It helps and supports people in areas as diverse as disability respite

therapy, foster care, adoption and child neglect.

7 https://www.actionforchildren.org.uk/
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Despite the fact that it is not a beneficiary of EFSI funds, it is important to note that there is
another European financial tool provided by the EIF that specifically targets equity needs of social

enterprises, theSocial Impact AcceleratqSIA) the first pan-European public-private partnership

addressing the growing need for availability of equity finance to support social enterprises. We
believe therefore that such instrument might be of particular interest from the point of view of social

enterprises.

SIA operates as a fund-of-funds managed by EIF and invests in social impact funds which strategically
target social enterprises across Europe. In the context of the SIA, a social enterprise shall be a self-
sustainable SME whose business model serves to achieve a social impact. It shall provide an
entrepreneurial solution to a societal issue based on a scalable approach, and shall have a

measurable impact.

SIA is a first step in the EIB Group’s (European Investment Bank and EIF) strategy to pioneer the
impact investing space and respond to the wider EU policy aim of establishing a sustainable funding
market for social entrepreneurship in Europe. At end of July 2015, SIA reached its final closing, at the
size of € 243 million, combining resources from the EIB Group and external investors, including Credit
Cooperatif, Deutsche Bank as well as the Finnish group SITRA and the Bulgarian Bank of Development

(BDB). For SIA, EIF seeks to invest in social impact funds which:

1. in addition to financial return targets, also pursue explicit social impact investment
targets at the level of their portfolio companies;

2. measure and report on social impact performance achieved at social enterprise level, in
addition to financial return performance; and

3. follow strong environmental, social and governance standards in their own activities.

Therefore, social service providers in need of equity should look for funds that have been
supported by the SIA, as their focus has te bpecifically on social economy. Otherwise, they could
look for partners willing to set up a new Fund, knowing that the SIA might be interested in

supporting and financing such new initiative.

Examplelmpact Partenaire$-rance)

Impact Partenaires is a fund that invests in the social sector. Its selection criteria includes financial
and social performance and it favours projects that provide employment opportunities in

disadvantaged urban areas, for marginalised people and people with disabilities. The amount of
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each investment ranges between € 100,000 and 3,000,000, with a follow-up and assistance period
of between 3 and 7 years. Social service providers interested in what Impact Partenaires offers

should fill the contact form online.

Exampleimpact VenturesUK)

Impact Ventures UK’s mission is to become a leading investor of innovative, high growth social

enterprises. It provides:

e Financial capital in the form of equity, debt or quasi equity featuring both debt and equity.
e |Intellectual capital through closer mentoring by our team of experienced professional, or
through LGT Venture Philanthropy’s ICats Program

e Social capital that gives organisations access to strategic partners and expertise.

The primary objective of the fund is to invest smart and patient growth capital into social
enterprises that have a positive impact on disadvantaged communities in the UK. The fund’s
impact-first approach means a commitment to provide, above all, lasting benefits to communities
through its investees. It therefore emphasises that social enterprises understand from the start the
importance of collecting and providing evidence of their social impact and how they are scaling

their reach.

After an initial information-gathering process, businesses are evaluated against five main screening
criteria: quality and experience of management, effectiveness of the solution, growth potential,

efficiency of implementation and potential to create impact. Other criteria include:

Businesst&ngth

® A small-to-medium business with a robust business plan and financial projections
demonstrating clear near-term ability to scale up social impact
e Demonstrate a business model that can generate reasonable, sustainable capital returns

e Showcase a strong management team with deep knowledge and commitment

Social Impact

e Promote market-based solutions in sectors that include but are not limited to: aging,

disability, education, housing, criminal justice, financial inclusion, employment and skills
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training, children and families, community assets and enterprises

® Include social impact as a core part of its core strategy

e Able to evidence their social impact commitment

e Create products and/or services that seek primarily to improve the quality of life for
disadvantaged groups in the UK

e Have a clear social mission with measurable outcomes

Scalability

® Feature simple solutions that are easy to use and explain, and offer a demonstrable
advantage against other solutions available in the market
® Provide evidence of revenue generation

® Provide an actionable and scalable plan for income generation and profitability

Social service providers interested in what Impact Ventures UK offers may contact the organisation
online. An example of a social enterprise that received funding is Unforgettable. Unforgettable® is a
for-profit social enterprise with 10% of profits going to the Unforgettable Foundation, but profit is
not their only driver. Unforgettable is one of the pioneering B Corp social businesses in the UK,
combining entrepreneurial skill and innovation with support from socially-minded investors.
Building a reputation as the world’s best marketplace of products and services for dementia and
memory loss, everyone, including Unforgettable’s investors, are committed to enhancing the lives

of their customers.

3.22 h{ a9

Through COSME LGF (Loan Guarantee Facility), the EIF offers guarantees and counter-guarantees,
including securitisation of SME debt finance portfolios, to selected financial intermediaries (e.g.
guarantee institutions, banks, leasing companies, etc.) to help them to provide more loans and leases

to SMEs. By sharing the risk, COSME guarantees allow the financial intermediaries to expand the

%8 https://www.unforgettable.org/
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range of SMEs they can finance, facilitating access to debt finance for many SMEs who might be

having difficulties in accessing the traditional banking system?.

Social service providers might be able to get an easier access to finance through financial

intermediaries that have applied to the COSME LGtey can therefore invite financial

intermediaries to answer to the call for expression of interest through the Website and suggest to

use such instrument to finance their own projects, becoming final recipients. Final recipients of the
financial intermediaries supported by COSME LGF are SMEs but such category can include social

service providersas long as they comply with each of the following eligibility criteria:

e The Final Recipient shall be a micro, small or medium-sized enterprise (“SMEs”) as defined in
the Commission Recommendation 2003/361/EC*’;

e The Final Recipient shall not be delinquent or in default in respect of any other loan or lease
either granted by the Financial Intermediary or by another financial institution pursuant to
checks made in accordance with the Financial Intermediary’s internal guidelines and credit
and collection policy;

e The Final Recipient shall not be established in territories whose jurisdictions do not
cooperate with the Union in relation to the application of internationally agreed tax
standards, such jurisdictions being set out in the relevant OECD report as non compliant;

e The Final Recipient shall be established and operating in a participating country;

e The Final Recipient shall not be performing lllegal Economic Activities, any production, trade
or other activity, which is illegal under the laws or regulations of the home jurisdiction for

such production, trade or activity®".

Under this Facility EIF provides:
e first-loss capped guaranteesand counter-guaranteesto selected Financial Intermediaries,
using the EU's COSME contribution;
e inthe case of the securitisationoption of the LGF, guarantees on mezzanine tranches of the

securitised portfolio of the selected Financial Intermediaries.

® http://www.eif.org/what we do/guarantees/single eu debt_instrument/cosme-loan-facility-growth/index.htm

% http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2003:124:0036:0041:en:PDF

3 http://www.eif.org/what we do/guarantees/single eu debt instrument/cosme-loan-facility-growth/call/Annex%20Il1-

%20COSME%20COEI-%20Guarantee%20Term%20Sheet%20-%20final.pdf
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Belgium- Sowvalfin

Sowalfin is a financial intermediary that sits between the EIF and the bank or lending institution that
deals with the final beneficiary. Thanks to the support of the EIF, which is a counter-guarantee of up
to 50%. Sowalfin can offer a product that provides additional and partial guarantee on loans to the

enterprise. The conditions for accessing the COSME counter-guarantee are:

New credit or not depreciable minimum 12 months
Maximum of EUR 150,000 credit if intended for an innovative company

No ceiling if the enterprise is not of an innovative nature

= = =4 =4

Designed for all types of financing (investment, business recovery, in working capital) in all
phases of the life of a company

9 No additional fees or for the bank or for the independent / SMEs

3.2.3 YV Y 2d2IA NI G/HUBASE A (i

The InnovFin Guarantee Facility is a portfolio direct financial guarantee providing credit risk coverage
on a loan by loan (or lease by lease) basis for the creation of a portfolio of eligible debt financing
transactions. The Guarantee, provided by EIF shall cover defaulted amounts incurred by the Financial
Intermediary in respect of each defaulted eligible transaction up to 50%. The InnovFin SME
Guarantee Facility will be deployed by eligible local banks, leasing companies, guarantee institutions,
etc. which are selected after a due diligence process following the launch of a Call for Expression of
Interest. In this way, the EU and EIF allow the provision of more debt financing to innovative SMEs

and Small Mid-caps (up to 499 employees).

Also in this case, eligible social service providers might be able to get an easier access to finance
through financial intermediaries that have applied to the InnovFin Guarantee Facifibgial service

providers can invite financial intermediaries to answer to the call for expression of interest on the

website and suggest to use such instrument to finance their own projects, becoming final recipients.
Final recipients of the financial intermediaries supported by InnovFin facility are Resebased
and innovative SMEs and Small Méps.Such category can include social enterprises and social
service providers, as long as theytend to produce or develop new or substantially improved
products, processes or services that are innovati%oreover, it should be considered fast-growing
(i.e. operating in a market for less than 12 years following its first commercial sale and with an

average annualised endogenous growth in employees or in turnover greater than 20% a year, over a
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three-year period, and with ten or more employees at the beginning of the observation period) and

be R&I-intensive®.

The full list of financial intermediaries benefitting from InnovFin is available online.

ExampleCredentltaly)

Credem, in Italy, is one of the financial intermediaries that has an agreement with the EIF in order
to erogate loans backed by the InnovFin guarantee. Single loans range from € 25,000 to € 7.5
million. While the eligibility requirements are the same as the ones that can be found in the EIF
website, Credem also provides an example on how the help of InnovFin can lower the interest rate
for a mortgage at a fixed and variable interest rate®. In the former case, the mortgage is a five-year,
€ 100,000, quarterly instalment and the rate is 10.274%. In the latter, the mortgage is again a five-
year, € 100,000, quarterly instalment and the rate is 10.075%. For further information on how to

access EIF funds via Credem’s financial intermediation, it is possible to contact it online.

Examplebpifrance(France)

bpifrance is another beneficiary of the InnovFin Guarantee Facility and also offers InnovFin-backed
loans to enterprises with the conditions set by the EIF. bpifrance targets SMEs throughout France,
but it is also relevant for social service providers given its focus on the social and solidarity economy
and on social innovation, to which offers dedicated instruments. However, they also added some
conditions on their own, such as the fact that a new enterprises must prove they have previously
obtained a starting loan of € 200,000. The amount of the loan in this case ranges from € 100,000 to
500,000. The duration of the repayment is 8 years, with a grace period of 36 months and quarterly
instalments with straight-line depreciation of capital and fixed/variable rate. Moreover, no
guarantee on the company's assets , nor the wealth of the leader is asked and only a 5% holdback is
deducted at disbursement. For further information on how to access EIF funds via bpifrance’s

financial intermediation, it is possible to contact it online.

32 http://www.eif.org/what we do/guarantees/single eu debt instrument/innovfin-guarantee-

facility/call/Annex%2011%20Indicative%20Guarantee%20Termsheet.pdf

 http://www.credem.it/Trasparenza/C04110000 ZZZCHINNFELpdf
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It is important to note that there is another European programme that specifically targets social
entrepreneurship, the Programme for Employment and Social Innovation (EaSI), which includes a
financial tool that will be outlined below. To clarify further,at the moment the EaSI financial tool is
not being enhanced by the EFSI, but given it specifically targets social enterprises it is certainly

worth considering for such kind of actors.

This programme targets the EU's objective of high level employment, guaranteeing adequate social
protection, fighting against social exclusion and poverty and improving working conditions. Under
the overall EaSI programme, a Microfinance and Social Entrepreneurship axis was established with

the aim to:

® increase access to, and the availability of, microfinance for

1. vulnerable persons who have lost or are at risk of losing their job, or have difficulty in
entering or re-entering the labour market, or are at the risk of social exclusion, or are
socially excluded, and are in a disadvantaged position with regard to access to the
conventional credit market and who wish to start up or develop their own
microenterprise;

2. micro-enterprises in both start-up and development phase, especially
microenterprises which employ persons as referred to in point (1);

e support the development of the social investment market and facilitate access to finance for
social enterprises by making equity, quasi-equity and loan instruments available to social
enterprises with either an annual turnover not exceeding € 30 million, or an annual balance
sheet total not exceeding € 30 million which are not themselves a collective investment

undertaking.

Within this axis, the EIF has been entrusted by the EU to provide first-loss capped guarantees and

counter-guarantees to selected Financial Intermediaries™.

Focusing on the Social Entrepreneurship part, Social enterprises are defined specifically by the EaSI as

an undertaking, regardless of its legal form, which:

34 http://www.eif.org/what we do/microfinance/easi/easi-call-for-expression-of-interest/easi-guarantee call-for-

expression-of-interest.pdf
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® in accordance with its articles of association, statutes or with any other legal document by
which it is established, has as its primary objective the achievement of measurable, positive
social impacts rather than generating profit for its owners, members and shareholders, and
which provides services or goods which generate a social return and/or employs a method of
production of goods or services that embodies its social objective;

e uses its profits first and foremost to achieve its primary objective and has predefined
procedures and rules covering any distribution of profits to shareholders and owners that
ensure that such distribution does not undermine the primary objective; and

e is managed in an entrepreneurial, accountable and transparent way, in particular by

involving workers, customers and stakeholders affected by its business activities.

Under this axis, the EIF has issued a “First loss portfolio EaSI Social Entrepreneurship Guarantee”,
that provides partial credit risk coverage to eligible Financial Intermediaries targeting social
enterprises, with a financial commitment having a nominal value of up to € 500,000. The EaSI Social
Entrepreneurship Guarantee shall cover losses incurred by the Financial Intermediary at a guarantee

rate of up to 80%.%.

The EIF does not provide any type of finance to social enterprises directly. Thanks to the risk-sharing
mechanism between the financial intermediaries and the European Commission, the EaSlI Guarantee
enables selected social enterprises investors to expand the range of enterprises they can finance,
facilitating access to finance for target groups who might be having difficulties in accessing the

conventional credit market.

The EaSI Guarantee Financial Instrument will be deployed by eligible local banks, leasing companies,
guarantee institutions, etc. which are selected after a due diligence process following the launch of a

Call for Expression of Interest. To sum up, social service providers that satisfy the criteria set by EaSI
are a specific target of the instrument and will be able to get an easier access to ¢émémough
financial intermediaries that apply to th&aSI Guarantee Financial Instrumesdcial service

providers can invite financial intermediaries to answer to the call for expression of interest via the

website and become final beneficiaries of the financial intermediary under such instrument.

3 http://www.eif.org/what we do/microfinance/easi/easi-call-for-expression-of-interest/easi-guarantee- annex-iii_social-
entrepreneurship-direct-guarantee.pdf
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4. Looking into the Future

As already mentioned elsewhere in this document, the EFSI entered into its operative phase in late
2015 and therefore it is in its first steps. However, there are some plans to develop and introduce
further instruments that have the social economy and possibly social service providers as their

specific target.

Indeed, according to the Annual Growth Survey 2016 - Strengthening the recovery and fostering
convergence, issued by the European Commission®, one of the key areas of future investments is in
human capital, given its role in creating new enterprises and increasing the stock of skilled people in
the EU. According to the EU Regulation on the European Fund for Strategic Investments®’, investing
in human capital is one of the main areas in which the EFSI is supposed to intervene, therefore it is
likely that this Regulation will have an impact in directing the funds towards this sector (the
European Commission is also the provider of part of the EFSI funds). Accordingly, specific action to
focus upon increasing skills investment in SMEs (e.g. investing in future talent by opening up new
opportunities for apprenticeship places for young people, including social impact investment, and by
deploying the existing EaSI programme - Employment and Social Innovation - targeting vulnerable
groups) could be developed to fit under the SME window of the EFSI*. At the moment there are no
EFSI-funded projects specifically targeting human capital, however they are expected to come up,

given the importance of human capital in the EU strategy.

Even more relevant to social service providers, the Commission explicitly stated that it is essential
that Member States promote social investment more broadly, including in healthcare, childcare,
housing support and rehabilitation services to strengthen people's current and future capacities to
engage in the labour market and adapt. Social investment offers economic and social returns over
time, notably in terms of employment prospects, labour incomes and productivity, prevention of
poverty and strengthening of social cohesion. Social infrastructure should be provided in a more
flexible way, personalised and better integrated to promote the active inclusion of people with the

weakest link to the labour market. In line with these goals, four projects in healthcare — especially

% http://ec.europa.eu/europe2020/pdf/2016/ags2016 annual growth survey.pdf

37 http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:0J.L .2015.169.01.0001.01.ENG

38 https://ec.europa.eu/priorities/sites/beta-political /files/sector-factsheet-social-economy-health en.pdf

Page29


http://ec.europa.eu/europe2020/pdf/2016/ags2016_annual_growth_survey.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2015.169.01.0001.01.ENG
https://ec.europa.eu/priorities/sites/beta-political/files/sector-factsheet-social-economy-health_en.pdf

infrastructure but also R&D and job creation — have already been approved in late 2015, mobilising a

combined investment of more than 800 M€*.

Furthermore, the European Commission is discussing to put forward a pilot initiative targeting
vulnerable and socially excluded groups with focus on refugees and migrants. This pilot will be given

€ 100 million in order to test the model and assess whether it is possible to expand it.

Two additional interdependent pillars are under development that can be of interest for social

service providers:

e Social Impact Funds for mobilising private resources and channelling support to social
enterprises catering to vulnerable groups, and developing the social economy (under
discussion with EIF);

e Payment-by-results for scaling-up social impact services delivered by the private sector and

remunerated upon the achievement of specific social objectives (under discussion with EIB).

For social service providers looking to get financing from the EFSI, is should be useful to remember
that there is a useful tool to further increase the funding streams: public-private partnerships (PPPs).
PPPs are a mechanism for governments to procure and implement public infrastructure and/

or services using the resources and expertise of the private sector. Where governments are facing
ageing or lack of infrastructure and require more efficient services, a partnership with the private
sector can help foster new solutions and bring finance. PPPs combine the skills and resources of both
the public and private sectors through sharing of risks and responsibilities. This enables governments
to benefit from the expertise of the private sector, and allows them to focus instead on policy,
planning and regulation by delegating day-to-day operations. In order to achieve a successful PPP, a
careful analysis of the long-term development objectives and risk allocation is essential. The legal
and institutional framework in the country also needs to support this new model of service delivery
and provide effective governance and monitoring mechanisms for PPPs. A well-drafted PPP

agreement for the project should clearly allocate risks and responsibilities*.

An interesting example of PPP, given its mix of public, private and EFSI funds is found in Ireland®.
This project will build up to 14 primary care centres including accommodation for the primary care
team and general practitioner services, with a total cost of 143 M€ and a EIB contribution of around
70 M£. Social benefits of the project include an improved work environment for staff and additional

health benefits to patients from improved facilities (increased quality of care, reduced waiting times

39 H

Ibid.
O http://ppp.worldbank.org/public-private-partnership/overview
4 http://www.eib.org/projects/pipeline/2014/20140692.htm
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for treatment, reduced distress and increased access). There is a growing demand for health care
services which in the absence of enhanced primary care based treatment strategies, presents as
demand on already constrained hospital resources with consequences for Emergency Department
waiting times, pressure on hospital beds and delays in elective treatment. The demand for health
care is rising at a higher rate than the average in Europe with Ireland’s elderly population rising at
nearly double the European average. Other factors such as the rise in obesity, chronic disease and
advances in health technology are all further increasing demand for health services and as a

consequence additional facilities and accommodation will be required®.
5. Conclusion

The EFSI’s main purpose is to fill a lack of funding in the EU that has become evident after the global

financial crisis.

As the main body of the paper outlined, there is a wide range of mechanisms that grant access to
these funds, oftentimes involving financial intermediaries. In our analysis we discovered that at the
moment the EFSI, despite having the social economy as a priority, does not have instruments that are
aimed specifically at social service providers. In the future, as new instruments are developed, social
service providers are likely to get a dedicated instrument (or those already existing might be

strengthened as well, like the EaSl or SIA, previously described).

Indeed, we stress the fact that this paper contains information valid as of December 2015: the
mechanisms currently in place may change and evolve as more feedback is gathered and some
facilities may require more design, market testing and preparation and will be launched gradually in

2016 and 2017.

2 http://health.gov.ie/blog/press-release/eib-invests-e70m-in-14-new-primary-care-centres-varadkar-lynch/
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Abstract:

This paper describes how financial intermediaries can access the funds provided by the European
Fund for Strategic Investments (EFSI) in order to take more risks and provide funding to social service
providers. The EFSI is an initiative launched by the European Commission and the European
Investment Bank in order to overcome a lack of funding that is hampering the economic recovery in
the European Union. EFSI funds and guarantees are not directly available, but are channelled through
two paths (the European Investment Bank and the European Investment Fund) which in turn have
different instruments that take advantage of such funds. Financial intermediaries have an important
role in the process, oftentimes being the last link in the chain before the final beneficiary. However,
given that this initiative has only been established recently, it is possible that new instruments will be

created/enhanced in order to satisfy the demand.
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1. Introduction

Since its appointment in November 2014, the European Commission has identified the kick-start of
the European economy as one of the priorities of its mandate. To this end, in 2015 it launched its
initiative, the Investment Plan for Europe. One of its pillars is the European Fund for Strategic
Investments, the EFSI. The purpose of such fund is to address a funding gap that is hampering firms’
ability to expand and innovate at their full potential. As we will see later in the paper, in the
Regulation that describes the functioning of the EFSI, the Commission pointed out the strategic
sectors that would benefit the most from the funds. Perhaps unsurprisingly, the social economy is
one of such sectors, thanks to its capacity to create long-term jobs while producing positive

externalities in the whole society.

The purpose of this paper is to describe the EFSI and the application procedures necessary to access
the available funds. The perspective of this paper is on financial intermediaries and consequently the
focus will be on how such entities can apply and use the funding specifically for social enterprises,

and whether there are synergies between their needs and what the European Union (EU) can offer.

After a description of the reasons why the European Commission came up with the Investment Plan
for Europe from which the EFSI originated, a general overview on what the ESFl is - and what it is not

- and its corollary bodies will be provided.

Afterwards, a section on the different application procedures with respect to requirements of the EU
institutions and the specific instrument will be outlined. Here we will distinguish between the two
main channels for accessing EFSI funds, the European Investment Bank (EIB) and the European

Investment Fund (EIF).

Keeping with the social service providers as final beneficiaries of financial intermediaries, we
included in the description also the guarantees provided under the European Commission’s
Programme for Employment and Social Innovation (EaSl) and the Social Impact Accelerator (SIA),
which at the moment are not covered by the EFSI but specifically target social enterprises and social

service providers. Finally, the concluding remarks will summarise the main findings of this paper.

Regarding the definition of what we mean when we talk about social service providers, in 2006 the

European Commission described in a Communication®® what constitute Social Services of General

** Implementing theCommunity Lisbon programme: Social services of general interest in the Europegn Union

COM(2006) 177 of 26 April 2006.
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Interest (SSGI) and we use this definition to encapsulate social service providers. It identified two

broad types of services, namely:

9 statutory and complementary social security schemes covering the main risks of life; and
9 services provided directly to the person, such as social assistance services, employment and
training services, childcare, social housing or long-term care for the elderly and for people

with disabilities.

In 2007*, the Commission refined its analysis of SSGI and highlighted a certain number of objectives
that social services pursue — such as responding to vital human needs, contributing to non-
discrimination and creating equal opportunities. The Commission also highlighted the principles of
organisation which are common to these services — such as solidarity, proximity,
comprehensiveness, personalisation and an asymmetric relationship between user and provider. On
a final note, social service providers are also a heterogeneous group, including small organisations, as

well as ones with a budget in the order of hundreds of millions — if not billions — of euros.

As a final note on social services, they share certain characteristics with the social economy that can
be used by the former to benefit from initiatives and instruments that are designed for the latter,

provided that they meet the eligibility criteria.

2. Background’

Since the global economic and financial crisis, the EU has been suffering from low levels of
investment. Collective and coordinated efforts at European level are needed to reverse this

downward trend and put Europe firmly on the path of economic recovery.

The European Commission has highlighted® the weakness of investment as a cause of a fragile
recovery from the economic crisis in the EU and even more so in the euro area. The main reason for
persistently weak investment is low investor confidence. This uncertainty is rooted in low

expectations about the demand for goods and services, the fragmentation of financial markets and a

* Services of general interest, including social services of general interest: a new European commitment
COM(2007) 725 final of 20 November 2007.

> http://www.eib.org/attachments/efsi factsheetl why en.pdf

*€ http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3A0J.L .2015.169.01.0001.01.ENG
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lack of sufficient risk-bearing capacity that is required to catalyse investments. Due to the uncertainty
of economic and political developments and the still high levels of indebtedness in parts of the EU
economy and their impact on credit risk, access to finance has been difficult, in the Member States
most affected by the crisis, especially for riskier long-term finance projects, mid-cap companies and
SMEs. Limited fiscal room for manoeuvre, coupled with a constraint of bank finance reduce the

system’s capacity for risk-bearing.

In this context, the best use of public money is to strengthen the risk-bearing capacity in order to re-
launch private investment. Adequate levels of resources are available and need to be mobilised
across the EU in support of investment. There is no single, simple answer, no growth button that can
be pushed, and no one-size-fits-all solution. The Commission is setting out an approach based on
three pillars: structural reforms to put Europe on a new growth path; fiscal responsibility to restore
the soundness of public finances and cement financial stability; and investment to kick-start growth

and sustain it over time.

The latter of these measures is called Investment Plan for Europe. It has three objectives: to provide
additional fuel to the EU's recovery and reverse the drop in investment; to take a decisive step
towards meeting the long-term needs of the European economy by boosting competitiveness in
strategic areas; and to strengthen the European dimension of our knowledge, human capital and
physical infrastructure, and the interconnections that are vital to the Single Market. According to
European Commission estimates, the Investment Plan has the potential to add € 330 to 410 billion to
the EU's GDP and create 1 to 1.3 million new jobs in the coming three years. The main instrument to
deploy the funds is called European Fund for Strategic Investments (EFSI) and it will be described in

the following section.
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3. The European Fund for Strategic

Investments

The EFSI is an initiative launched jointly by the European Investment Bank (EIB) Group and the
European Commission to help overcome the current investment gap in the EU by mobilising private
financing for strategic investments. EFSl is a € 16 billion guarantee from the EU budget,

complemented by an allocation of € 5 billion of EIB’s own capital. Its dedicated governance ensures
that it remains focused on its specific objectives, namely to increase the volume of higher risk

projects supported by EIB Group financing operations and address the market failure in risk-taking
which hinders investment in Europe®’. However, it is important to stress that the EFSI is not a Fund

or other legal entity nor aes it trade independentlS?.

The purpose of the EFSI is to support strategic investments in infrastructure as well as risk finance
for small businesses. The funds will focus on investments in infrastructure and innovation, as well
as finance for Smalland Medium- sized Enterprises (SME3he criteria used to select the projects

to be funded comprise high societal and economic value contributing to EU policy objectives and

projects must attract private capital by addressing market failures. Moreover, they have to satisfy
technical criteria: potential projects must come on top of existing EIB and EU financing possibilities,

must be economically and technically viable and must be consistent with EU state aid rules®.

According to the EU Regulation on the Eugsm Fund for Strategic Investmerifs the main areas
which will be targeted by the fund include: human capital, culture and health, in particular through
education and training, cultural and creative industries, innovative health solutions, new effective

medicines, social infrastructures, social and solidarity economy and tourism.

The text therefore includes to a limited extent not only social service providers but also the social

economy among the target sectors, reflecting in this way also the position taken by social service

7 http://www.eib.org/about/invest-eu/index.htm?lang=en

* http://www.eib.org/attachments/press/investment plan for europe ga en.pdf

* http://ec.europa.eu/priorities/jobs-growth-investment/plan/efsi/index_en.htm

%0 http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:0J.L .2015.169.01.0001.01.ENG
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providers’ representatives such as the European Association of Service providers for Persons with

Disabilities (EASPD)*".

Nevertheless, we have reviewed all the available documentation on the EFSI to analyse how such
funds will be deplyed concretely and, as of December 2015, there are no specific instruments that
target social service providers. Still, we have to keep in mind that the EFSI entered into its
operative phase in late 2015 and therefore it is in its first steps: further mshents and tools are

still being developed and might become available in the coming months.

The present structure of the EFSI is indeed as follows>*:

* 5 K Bank

European
guarantee Investment

EUR 21 bn

Infrastructure &

Innovation window LlE

EIB financing EIF financing

Long-term investments SMEs and mid-cap firms
circa EUR 240 bn circa EUR 75 bn
The provision of funds and guarantees is split between the EIB and the EIF according to the window

that is used.

The SME Windowwill provide support to SMEs (enterprises which employ fewer than 250 persons
and which have an annual turnover not exceeding € 50 million, and/or an annual balance sheet total
not exceeding € 43 million) and midcaps (entities having up to 3,000 employees). The SME Window
of EFSI will be implemented via the EIF, through agreements between the EIF and financial
intermediaries. Moreover, financial support must be additional to what will have been delivered
under the existing and already foreseen programmes in the period 2015-2018. The SME Window

should have a budget of €5 billion (the volume can be increased, depending on market needs). It will

3 http://easpd.eu/en/content/european-fund-strategic-investments-more-added-value-investing-social-sector

52 https://ec.europa.eu/growth/tools-databases/eip-raw-materials/en/system/files/ged/A-

Carano_presentation%20EFSI%20dg%20GROW%2020150520.pdf
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offer a mix of facilities: covering both debt and equity financing; providing finance to SMEs and small
mid-caps in early, as well as expansion stages of their life-cycle; financing of investment projects as
well as working capital; catering specifically for the needs of higher-risk, innovative or research-

intensive companie553.

The Infrastructure and Innovation Windowon the other hand, will be managed by the EIB. In this
instance the EFSI will serve as credit protection for new EIB activities. Typical products offered under
this Window are long-term senior debt for higher risk projects, subordinated loans and equity and
guasi-equity and thanks to the Window support projects are expected to attract more investors,
according to their interest in the projects. Typical projects serviced will be infrastructure (broadband,
transportation...), energy (renewables, energy efficiency...), investment funds, education and
research and innovation®*. These categories are mainly indicative at the moment, as this Window is
still being set up, however some large projects have already started to get direct funding from the

EIB.

Before going into detail (chapter 4), it’s important to underline the fact that at the moment EFSI
funds will actually be used to strengthen already existing financial instruments provided by the EIB
and the EIF: most of such instruments atteployed via local financial intermediaries (banks,
investment funds, microcredit institutions, etc.). This is why financial intermediaries may have a
specific interest in exploring such instruments, as they support the development of their financial
activities, allowing a reduction of risk when financing social service providestsl, social service
providers will have to meet specific requirements set by the Commission (which are not tailored for
social enterprises at the moment, but are more general) to be eligible beneficiaries of financial
intermediaries using the EU-funded instruments. Obviously, as previously said, further procedures to
unlock the funds may be developed in the future, and new instruments may be envisaged. In fact,

some facilities require more design, market testing and preparation and will be launched gradually in

2016 and 2017,

%3 https://eu-access-to-finance-day.teamwork.fr/docs/luxembourg/presentations/Roger-Havenith.pdf

> https://ec.europa.eu/growth/tools-databases/eip-raw-materials/en/system/files/ged/A-

Carano_presentation%20EFSI%20dg%20GROW%2020150520.pdf

> https://eu-access-to-finance-day.teamwork.fr/docs/luxembourg/presentations/Roger-Havenith.pdf
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9.1 Additional Services

As previously discussed, the EFSl is an instrument that provides funds and guarantees to projects.
Two platforms are being established to support it, in order to provide investors, project promoters
and public managing authorities with advice and information about current and future investment
projects and their development and preparation: the European investment advisory hub and the
European investment project directoryThe main reason for creating an advisory hub and project
directory is the perceived lack of information about investment projects. In addition, not all project
promoters are able to structure projects so that they attract investors, especially investors from
other member states. Similarly, not all projects are structured to make the best use of the existing EU

instruments and funds.

The European investment advisory hub is to serve as a 'one-stop-shop' for investors or project

promoters seeking advice on investment projects and their financing. The hub's new advisory
services should be additional to the support already available under other EU programmes. The

services provided by the hub will include:

e providing technical assistance to authorities and project promoters;

e helping project promoters to develop their projects so that they fulfil the eligibility criteria
according to the EFSI regulation;

e helping to make EFSI support available throughout the EU through efficient use of local
knowledge;

® acting as a platform for peer-to-peer exchange and sharing of knowledge on project

development.

The European investment project directory's purpose (currently under development®) is to provide
information for potential investors about projects that are looking for investors, to increase their
visibility and thus contribute to the effectiveness of the European fund for strategic investments. The
directory will display projects for information purposes only: the fact of being featured in the
directory will not mean that the projects have been pre-selected for financing from the European

fund for strategic investments or EU programmes®’.

*® http://ec.europa.eu/priorities/jobs-growth-investment/plan/eipp/index_en.htm

*” http://www.consilium.europa.eu/en/policies/investment-plan/investment-advisory-hub/
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Hence inancial intermediaries will soon have two services that could greatly improve their
capacity for assessing social projects, as well as allow them to access a potential innovative
pipeline of projects waiting for finance. Such features should speed upritiag and spread best
practices fasterindeed, financial intermediaries and social service providers can use the platforms
for getting assistance and feedback on how to set up their projects properly. More specifically, on the
one hand, social service providers can upload their investment plan, get visibility and increase the
likelihood to find (or be found by) a financial intermediary. On the other hand, financial
intermediaries in turn will gain access to a platform that includes further opportunities of investment
and best practices, that might help to get a better and deeper knowledge of innovate sectors not yet

fully explored, like social service providers.

4. How to Apply to the Funding

As already mentioned in Chapter 3, at the moment the EFSI funds will be deployed via EIF and EIB,
through already existing instruments. Most of these instruments are accessible only by financial
intermediaries, that can use the funding to increase and further develop their own activities,
financing SMEs and other projs that meet the requirements set by the Commission, including
social service providers when possibM/e will now describe more into detail the existing
instruments and the related criteria, in order to allow financial intermediaries to check their eligibility
and see how they can use the instruments to target social service providers, provided they meet the

requirements set by the Commission.
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10.1 European Investment Bank Path

The main activity of the EIB is to lend to clients of all sizes to support sustainable growth and jobs.
The EIB’s support is often central to attracting other investors. Its main lending activities are divided
in: project loans for projects bigger than € 25 million; intermediated loans via local banks; venture
capital in funds that invest in high-tech and growth SMEs; microfinance; and equity and fund
investment to catalyse further activity>®. Besides lending, the EIB has other tools that provide further

financing opportunities®. The image below details the standard EIB project cycle®:

Projet appraisal

+ Financial
Identification of a « Economic
project opportunity « Social

« Environmental

« Technical

Physical &
financial
monitoring

Finally, the EIB provides advisory services. It makes technical and financial expertise available to its
clients to develop and implement investment projects and programmes and to improve institutional
and regulatory frameworks. When complementing EIB loans, advisory services strengthen the
economic and technical foundations of an investment and catalyse funding from other sources. The
EIB’s key areas of expertise comprise sectors such as infrastructure financing, climate change

mitigation and adaptation, urban development and SME support®.

After describing the main activities of the EIB, we will go into more detail only in the ones that
involve the EFSI, specifically lending. In this case the application procedure is divided into two
categories depending on the amount that is being requested and the watershed is whether a project

requires more or less than € 25 million.

*8 http://www.eib.org/products/lending/index.htm

% http://www.eib.org/products/blending/index.htm

® http://www.eib.org/projects/cycle/index.htm

®1 http://www.eib.org/products/advising/index.htm
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involved for the submission of applications to the EIB for individual loans. Project promoters are
required simply to provide the Bank's Operations Directorate with a detailed description of their
capital investment together with the prospective financing arrangements. Initial contacts to discuss a
proposed project can be in any form, by telephone, fax, e-mail or letter. The project promoter should
provide sufficient information to allow the EIB to assess whether the project adheres to EIB lending
objectives and has a well-developed business plan®’. As a general rule, the EIB expects to receive a
comprehensive feasibility study. Where this has not been prepared, the project promoter may use
his own discretion in compiling detailed information to permit the technical, environmental,
economic, financial and legal appraisal of projects. Additional information may be required
subsequently. A comprehensive and detailed list of documentation needed for applying is available

at the EIB website®>.

Ly GKS OFrasS 2F LINR2SOGa 0St26 € wp YAfftA2y:Z (KS
Instead, EIB provides intermediated loans (credit lines) to local, regional and national banks to

foster their financial activity and supp such kind of projectsand the lending decision for EIB

loans via credit lines remains with the financial intermediary. Loan conditions can be flexible in terms

of the size, duration, structure etc. Lending decisions remain with the intermediary institutions,

which also retain the financial risk of the on-lending. The EIB has no contractual relationship with

final beneficiaries. The intermediary must transfer a financial advantage reflecting the impact of our

funding. The intermediary has to inform the end-client of this.**

Hence, financial intermediaries willing to strengthen their own financial capacity, aiming for
instance at better supporting social service providers, might get in touch with the’EIB

reference, the list of EIB financial intermediaries which have received credit lines up to now is

available online.

®2 http://www.eib.org/projects/cycle/applying_loan/index.htm

8 http://www.eib.org/attachments/application documents en.pdf

® http://www.eib.org/products/lending/intermediated/index.htm
8 http://www.eib.org/infocentre/contact/index.htm
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10.2 European Investment Fund Path

The European Investment Fund (EIF) is a specialist provider of risk finance to benefit small and
medium-sized enterprises (SME) across Europe and is part of the EIB Group. Its shareholders are the
European Investment Bank (EIB), the European Union, represented by the European Commission and
a wide range of public and private banks and financial institutions. The EIF carries out its activities
using either its own resources or those provided by the European Investment Bank, the European

Commission, by EU Member States or other third parties.

The EIF cooperates with a wide range of financial intermediaries such as banks, leasing companies,
guarantee funds, mutual guarantee institutions, promotional banks or any other financial institution
providing financing to SMEs, or guarantees for SME financing. Its guarantee instruments consist of
two main products supporting access to finance for SMEs: the Credit Enhancement/Securitisation
(Guarantees for securitised SME financing instruments) and the Guarantees/counter-guarantees for

portfolios of micro-credits, SME loans or leases (Management of European Commission initiatives)®®.

The resources under EFSI will enable the EIF to deploy its existing support for SMEs at a higher and

faster rate than initially planned to satisfy strong demand of support to SME’s access to finance in a

crisis period. Initial EFSI resources under the SME Window will be used to accelerate and enhance

the deployment of existing EU flagship programmes which the EIF manages, and more precisely the

COSME and InnovFin, and to significantly increase the Risk C&esdurces (RCR) mandate for

equity investments$’. Such programmes, though not explicitly targeting social service providers,

might be used by financial intermediaries to support such sector.

Financial institutions, including guarantee or credit institutions and loan (debt) funds authorised to
carry out lending or leasing activities to SMEs according to applicable legislation, established and
operating in one or more of the EU Member States, are eligible to apply for COSME and InnovFin
programmes. The basis for selecting partner institutions is an open Call for Expression of Interest. As
for the equity part, risk capital funds targeting smaller businesses interested in collaborating with EIF
are invited to contact the EIF’s Equity Investment department. We will describe each instrument in

more detail in the following subsections®.

66 http://www.eif.org/what we do/guarantees/index.htm

5 http://www.eif.org/what we do/efsi/index.htm

68 http://www.eif.org/what we do/efsi/index.htm
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10.2.1 Equity & Mezzanine

Through venture capital and private equity interventions, the EIF plays a crucial role in the creation
and development of high-growth and innovative SMEs by facilitating access to equity for these
companies across the entire lifecycle of corporate innovation. It does so by investing in venture and
growth capital, from the very earliest stages of intellectual property development into technology
transfer, to more mature phases of development. In supporting both well-known and first time
teames, it has built a strong track record in the industry. Through this reputation, while maintaining a
highly selective process, the EIF takes significant minority stakes in funds which provide a catalytic
effect on commitments from a wide range of investors, particularly in the private sector. The scale
and scope of the EIF investments, along with its added value on fundraising, allows it to promote
best market practice and corporate governance for teams it chooses to support. EIF's equity activity
is principally backed by resources from its main shareholders, the EIB and the European

Commission®, and has been strengthened by the EFSI funds.

The EIF invests EIB resources under the EIB Risk Capital Resources (RCR) mandate, to pursue its
equity activities. In fact, the RCR provides € 9.5 billion to support technology and industrial
innovation and targets early to lower mid-market funds that specifically focus on the enlarged
Europe (EU-28, EU candidate, potential candidate and EFTA countries) and on SMEs and midcaps.
RCR is the core pillar of EIF’s equity activity and is a critical resource that enables EIF to pursue its
core investment strategy in the venture capital and growth segments and consequently supports the

stabilisation of the European private equity market. Under RCR, EIF co-finances with its own funds.

The RCR mandate has also opened the scope of EIF’s activities to new segments and given EIF
opportunities to reach additional final beneficiaries, such as midcaps, bridging market gaps which
were not supported with existing instruments whilst complementing EIB’s current midcaps product
offering. RCR capacity is also successfully used to invest directly in vehicles and cornerstone

structures.

One of the complementary tools under RCR launched at the end of 2014 is the Mezzanine Co-
Investment Facility (MCIF). This € 100m programme enables EIF to co-invest in target companies

alongside mezzanine funds supported under the debt-equity window of RCR. MCIF widens the

69 http://www.eif.org/what we do/equity/index.htm
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spectrum and leverages the efficiency of EIF’s risk finance support for SMEs and midcaps, thereby

enhancing their access to finance’.

Financial intermediaries willing to seek EIF equity funding for social service providers must take into

account the Fund’s requirements for investing. More precisely, the Funds aims at investing in"":

e Independent management teams that raise funds from a wide range of investors in order to
provide risk capital to growing Small and Medium-sized Enterprises (SMEs).
e Funds targeting early stage companies that are developing or using advanced technologies in

industry or services.

The EIF is also willing to help Venture capital and Private equity fund management companies raising
funds interested in cooperating with it by sharing its experience and expertise in all phases and areas

of structuring, raising and managing a fund. A list of financial intermediaries is available online.

Despite the fact that it is not a beneficiary of EFSI funds, it is important to note that there is another
European financial tool provided by the EIF that specifically targets equity needs of social

enterprises, theSocial Impact Accelerator (SLAA comprehensive and detailed information is

available at the EIF website.

SIA is indeed the first pan-European public-private partnership addressing the growing need for

availability of equity finance to support social enterprises.

SIA operates as a fund-of-funds managed by EIF and invests in social impact funds which strategically
target social enterprises across Europe. In the context of the SIA, a social enterprise shall be a self-
sustainable SME whose business model serves to achieve a social impact. It shall provide an
entrepreneurial solution to a societal issue based on a scalable approach, and shall have a

measurable impact.

SIA is a first step in the EIB Group’s (European Investment Bank and EIF) strategy to pioneer the
impact investing space and respond to the wider EU policy aim of establishing a sustainable funding
market for social entrepreneurship in Europe. This segment of the business world is becoming

increasingly instrumental in promoting social inclusion, providing alternative sources of employment

" http://www.eif.org/what_we do/resources/rcr/index.htm

" http://www.eif.org/EIF_for/venture capital equity funds/index.htm
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for marginalised social groups, and contributing to growth. These positive results underline the
importance of SIA’s aim to build up the existing market infrastructure for social impact investing in
such a way that this emerging asset class is placed on a path to long-term sustainability. At end of
July 2015, SIA reached its final closing, at the size of € 243 million, combining resources from the EIB
Group and external investors, including Credit Cooperatif, Deutsche Bank as well as the Finnish group
SITRA and the Bulgarian Bank of Development (BDB). For SIA, EIF seeks to invest in social impact

funds which:

1. inaddition to financial return targets, also pursue explicit social impact investment
targets at the level of their portfolio companies;

2. measure and report on social impact performance achieved at social enterprise level, in
addition to financial return performance; and

3. follow strong environmental, social and governance standards in their own activities.

EIF therefore seeks to identify qualified and credible partners with extensive experience in social
impact financing. Fund managers interested in partnering with EIF under the SIA should provide

detailed information on:

e The investment strategy and a description of the social impact segment on which it is
focused. This section should outline how the investment proposal fits with the current social
impact investing market landscape, including the sector and stage targeted and the reasons
for this focus;

® The team, which should reflect the skill-set required to implement the investment strategy.
This section should address how team members complement each other in terms of know-
how and experience, and ideally demonstrate evidence of the team’s stability and proven
ability to work together effectively. Emerging and/or first time teams would be also
considered;

® The track record, which should provide evidence of the team’s investment capabilities,
including adequate experience in targeting social enterprises in the specific target
geography;

e The fund size and supporting evidence demonstrating its commercial viability and the
stability of its investment capacity;

e The fund’s legal and tax structure and other relevant terms and conditions; and

e The alignment of interest between the stakeholders of the fund.
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Financial intermediaries interested in partnering with the SIA to develop their support to social
enterprises should send their investment proposal to this address. According to the information
provided, EIF's Impact Investing team will decide on whether or not to initiate a due diligence

process.

10.2.2 COSME

Through COSME LGF (Loan Guarantee Facility), the EIF offers guarantees and-goangetees,
including securitisation of SME debt finance portfolios, to selected financial intermediaées
guarantee institutions, banks, leasing companies, etc.) to help them to provide more loans and leases
to SMEs. By sharing the risk, COSME guarantees allow the financial intermediaries to expand the
range of SMEs they can finance, facilitating access to debt finance for many SMEs who might be

having difficulties in accessing the traditional banking system’?.

On the one hand the Financial Intermediaries willing to access the guarantees and counter-

guarantees need to meet the following Eligibility Criteria:

e The Financial Intermediary shall be a financial institution or credit institution duly authorised,
if applicable, to carry out lending or leasing activities or providing bank guarantees according
to the applicable legislation;

e The Financial Intermediary shall be established and operating in one or more Participating

Countries.

On the other hand, financial intermediaries can use the guarantees and counter-guarantees only to
support SMEs meeting specific additional requirements. Social service providers are not a specific
target of such instrument, but as long as they meet the more general SMEs criteria, they are eligible.

More specifically, final recipients must comply with each of the following eligibility criteria:

e The Final Recipient shall be a micro, small or medium-sized enterprise (“SMEs”) as defined in
the Commission Recommendation 2003/361/EC”;
e Firm in Difficulty: the Final Recipient shall not be a “firm in difficulty” as within the meaning

of the Commission Regulation (EU) N° C(2014) 3292/3 of 21 March 2014”* declaring certain

" http://www.eif.org/what_we do/guarantees/single eu_debt_instrument/cosme-loan-facility-growth/index.htm

7 http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2003:124:0036:0041:en:PDF
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categories of aid compatible with the internal market in application of Articles 107 and 108
of the Treaty, as amended, restated, supplemented and/or substituted from time to time;

e Restricted Sectors: the Final Recipient shall not have a substantial focus on one or more
Restricted Sectors (as determined by the Financial Intermediary in its discretion based,
without limitation, on the proportionate importance of such sector on revenues, turnover or
client base of the relevant Final Recipient);

e The Final Recipient shall not be delinquent or in default in respect of any other loan or lease
either granted by the Financial Intermediary or by another financial institution pursuant to
checks made in accordance with the Financial Intermediary’s internal guidelines and credit
and collection policy;

e The Final Recipient shall not be established in territories whose jurisdictions do not
cooperate with the Union in relation to the application of internationally agreed tax
standards, such jurisdictions being set out in the relevant OECD report as non-compliant;

e The Final Recipient shall be established and operating in a participating country;

e The Final Recipient shall not be performing Illegal Economic Activities, any production, trade
or other activity, which is illegal under the laws or regulations of the home jurisdiction for

such production, trade or activity”.

Under this Facility the EIF provides:

e first-loss capped guaranteesand counter-guaranteesto selected Financial Intermediaries;
e in the case of securitisationoption of the LGF, guarantees on mezzanine tranches of the

securitised portfolio of the selected Financial Intermediaries.

More into detail, first loss portfolio Counterguaranteeprovides partial credit risk coverage on a
guarantee-by-guarantee basis for the creation of a portfolio of eligible Intermediary Transactions.
The Counter-Guarantee shall cover Losses incurred by the Intermediary at a Counter-guarantee Rate
which cannot exceed 50%. Losses covered by the Counter-guarantee in respect of the Portfolio of

eligible Intermediary Transactions shall in aggregate not exceed the Cap Amount agreed in the

" http://ec.europa.eu/competition/state aid/legislation/gber regulation en.pdf

> http://www.eif.org/what we do/guarantees/single eu debt instrument/cosme-loan-facility-growth/call/Annex%20l1l-

%20COSME%20COEI-%20Guarantee%20Term%20Sheet%20-%20final.pdf
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counter-guarantee agreement between EIF and the relevant Intermediary. The maximum term of the

Counter-guarantee will be 10 years. An indicative chart of the structure is set out below’®:
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(Guarantor)
Portfolic of eligible
PudHTzulduhh SME I diary Tra

H
: Counter-Guorantes Rale

Courter-

Guarantee
Credit risk Cap Rate
retained by
the Financial = I
Sub _—
Irterrnediary

Counter-guaranhes
coveroge provded

Credif risk

refained by the & -
Gmmm:'r : EIF up io the
i Cop Ameunt
: (reflacting
¥ comulative
Expected Losses)

Up 1o 50% Counter-Guarantes Rate
an a guarantes by guaranbes basis

Guwaraniee

. coveroge provided
Guarantees parameters according by the Guarantor

to Intermediary practices

First loss portfolio Guaranteeproviding partial credit risk coverage on a transaction-by-transaction
basis for the creation of a portfolio of eligible Intermediary Transactions. The Guarantee provided by
EIF shall cover Losses incurred by the Financial Intermediary at a Guarantee Rate which cannot
exceed 50%. Losses covered by the Guarantee in respect of the Portfolio of eligible Intermediary
Transactions shall in aggregate not exceed the Cap Amount agreed in the guarantee agreement
between EIF and the relevant Financial Intermediary. The maximum term of the Guarantee will be 10

years. An indicative chart of the structure is set-out below’”:

®  http://www.eif.org/what_we do/guarantees/single_eu_debt instrument/cosme-loan-facility-growth/call/Annex%20II-

%20COSME%20COEI-Counter-guarantee%20Term%20Sheet%20-%20final.pdf

"7 http://www.eif.org/what we do/guarantees/single eu debt_instrument/cosme-loan-facility-growth/call/Annex%20Ill-

%20COSME%20COEI-%20Guarantee%20Term%20Sheet%20-%20final.pdf
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Guarantee Rate
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Risk retained by the
Financial Intermediary

[Expected
EI F } loss]

up to50%

Guarantee coverage up to
50% on a transaction by
transaction basis

The COSME Guarantee for Securitisatiafil be provided to Financial Intermediaries in respect of
the mezzanine tranche of eligible Securitised Portfolios consisting of at least 80% of SME debt finance
transactions. The remainder of the transactions in the eligible Securitised Portfolio may include
corporate loans with larger corporates. The Guarantee may be provided for the mezzanine tranche of
cash or synthetic securitisation operations. The credit risk protection shall be provided through a
Guarantee which shall be issued by EIF acting jointly with the European Commission for the benefit
of a beneficiary of the guarantee. It shall cover the credit risk associated with the mezzanine tranche
of the eligible Securitised Portfolio. For the purpose of alignment of interest, the financial
intermediary will have to retain a minimum exposure. The Guarantee shall constitute a financial
Guarantee and shall cover losses incurred by the Beneficiary of the Guarantee in respect of the

Guaranteed Mezzanine Tranche.

Financial intermediaries interested in applying are encouraged to visit the EIF website, read the

Call for Expression of Interest ardbwnload the application document

While not specifically targeting social service providers, financial intermediaries interested in
investing in social entrepreneurship can still use the COSME to support such kind of businesses,

provided they fulfill the criteria set up by the EIF.
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10.2.3 InnovFin Guarantee Facility

The InnovFin Guarantee Facility is a portfolio direct financial guarantee providing credit risk coverage
on a loan by loan (or lease by lease) basis for the creation of a portfolio of eligible Beneficiary
Transactions, where beneficiaries must be innovative SMEs. Also in this case social enterprises are
not a specific target, but they can be eligible as long as they meet the requirements set by the
European Commission, described below. The Guarantee shall cover Defaulted Amounts incurred by
the Financial Intermediary in respect of each defaulted eligible Beneficiary Transaction in accordance

with the Guarantee Rate.

The InnovFin SME Guarantee Facility will be deployed by eligible local banks, leasing companies,
guarantee institutions, etc. which are selected after a due diligence process following the launch of a
Call for Expression of Interest. The EIF covers a portion of the losses incurred by the financial
intermediaries on loans, leases and guarantees between € 25,000 and € 7.5 million which they
provide under the InnovFin SME Guarantee Facility. Eligible funding to the client of the financial
intermediary shall be covered by EIF at a guarantee rate of up to 50%. The Guarantee shall constitute
a financial guarantee and shall cover defaulted amounts (relating to unpaid principal and interest)
incurred by the Financial Intermediary in respect of each defaulted eligible funding to the client of

the financial intermediary’®. An indicative chart of the structure is set-out below:

8 http://www.eif.org/what we do/guarantees/single eu debt instrument/innovfin-guarantee-

facility/call/Annex%2011%20Indicative%20Guarantee%20Termsheet.pdf

Page5 6


http://www.eif.org/what_we_do/guarantees/single_eu_debt_instrument/innovfin-guarantee-facility/call/Annex%20II%20Indicative%20Guarantee%20Termsheet.pdf
http://www.eif.org/what_we_do/guarantees/single_eu_debt_instrument/innovfin-guarantee-facility/call/Annex%20II%20Indicative%20Guarantee%20Termsheet.pdf

FINANCIAL EIF

INTERMEDIARY
P(J[i[()ll() EJ{ Blene{'l(.'mry Trunsclt:hons p()l“()ll() (J{ GUGI[]HTEES
EIF
E as
< Guarantee Guarantor
=0 EIF +—
< w Guarantee
0=
= [or .
< LW Guarantee Fee
= -
T

Up to 50% guarantee rate

on a lcan Dy loan Dasis

* Additional external credit pratection may be obtained by the Financial Intermediary. At any time the
economic exposure retained by the Financial Intermediary towards any Beneficiary Transaction must not

be lower than 20% of the principal amount outstanding

Eligible applicants are:

e Financial, credit institutions or loan (debt) funds duly authorised to carry out lending or
leasing activities to SMEs according to applicable legislation, be established and operating in
one or more EU Member States and Horizon 2020 Associated Countries.

e Guarantee schemes, guarantee institutions or other credit or financial institutions duly
authorised to issue guarantees to SMEs according to applicable legislation, established and

operating in one or more EU Member States and Horizon 2020 Associated Countries.

Such eligible financial intermediaries must use the InnovFin guarantee to target research-based and
innovative SMEs and Small Mid-caps established and operating in one or several EU Member States

and Horizon 2020 Associated Countries, and that comply with at least one the following eligibility

criteria:
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The beneficiary is a SME and intends to use the funds to invest in producing or developing
new or substantially improved products, processes or services that are innovative and where
there is a risk of technological or industrial failure as evidenced by an evaluation carried out
by an external expert, or

The beneficiary is a “fast-growing enterprise”, which is an SME or a Small Mid-cap operating
in a market for less than 12 years following its first commercial sale and with an average
annualised endogenous growth in employees or in turnover greater than 20% a year, over a
three-year period, and with ten or more employees at the beginning of the observation
period, or

The beneficiary is an SME or a Small Mid-cap that has been operating in a market for less
than 7 years following its first commercial sale and its R&I costs represent at least 5% of its
total operating costs in at least one of the three preceding years or in the case of a start-up
enterprise without any financial history, in the audit of its current fiscal period, as certified by
an external auditor, or

The beneficiary shall have a significant innovation potential or be a “R&I-intensive
enterprise”, by satisfying at least one of the following conditions: 1) The beneficiary’s R&l
annual expenses are equal or exceed 20% of the amount of the funds as per the beneficiary’s
latest certified financial statements, under the condition that the beneficiary’s business plan
indicates an increase of its R&I expenses at least equal to the amount provided; or 2) The
beneficiary undertakes to spend an amount at least equal to 80% of the funding on R&l
activities as indicated in its business plan and the remainder on costs necessary to enable
such activities; or 3) The beneficiary has been formally awarded grants, loans or guarantees
from European R&I support schemes or through their funding instruments or regional,
national research or innovation support schemes over the last thirty-six months, under the
condition that the funds are not covering the same expense; or 4) The beneficiary has been
awarded a R&D or Innovation prize provided by an EU institution or an EU body over the last
twenty-four months; or 5) The beneficiary has registered at least one technology right (such
as patent, utility model, design right, or software copyright) in the last twenty-four months
and the purpose of the funds is to enable, directly or indirectly, the use of this technology
right; or 6) The beneficiary is an early stage SME and has received an investment over the last
twenty-four months from a venture capital investor or from a business angel being a
member of a business angels network; or such venture capital investor or business angel is a
shareholder of the beneficiary; or 7) The beneficiary requires a risk finance investment
which, based on a business plan prepared in view of entering a new product or geographical

market, is higher than 50% of its average annual turnover in the preceding 5 years; 8) The
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beneficiary is a SME and its R&I costs represent at least 10% of its total operating costs in at

least one of the three preceding years, or in the case of a start-up enterprise without any

financial history, in the audit of its current fiscal period, as certified by an external auditor; or

9) The beneficiary is a Small Mid-cap and its R&I costs represent either at least 15% of its

total operating costs in at least one of the three preceding years, or at least 10% per year of

its total operating costs in the three preceding years’’.
To sum up, financial intermediaries will be able to provide innovative aldearchbased social
service providers that meet the above criteria better access to credit, and will benefit from several

advantage&

e Attractive and fixed guarantee fees payable on the outstanding amount of the guarantee:
0.50% p.a. for debt financing to SMEs 0.80% p.a. for debt financing to Small Mid-caps;

e The guarantee automatically covers 50% of the principal and interest losses on each
exposure;

e Payments will be made upon default, with a pro-rata sharing of recoveries;

e No capital charge (0% Risk-Weighted Assets) for counterparty risk is required on the covered
part of the loan portfolio thanks to EIF’s Multilateral Development Bank status;

® InnovFin SME Guarantee is a flexible product which grants the financial intermediary a great
degree of autonomy, e.g. the intermediary has full delegation on the origination, credit
decisions, servicing, etc.;

e Quarterly reporting requirements are designed in a pragmatic and lean way.

Interested financial intermediaries can answer to the call for expressadrinterest (@vailable
online)

and gain access to the InnovFin Guarantee Facility.

7 http://www.eif.org/what we do/guarantees/single eu debt instrument/innovfin-guarantee-

facility/call/Annex%2011%20Indicative%20Guarantee%20Termsheet.pdf

& http://www.eif.org/news centre/publications/eif flyer innovfin sme guarantee en.pdf
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10.2.4 EaSI| Guarantee Financial

Instrument

It is important to note that there is another European programme that specifically targets social
entrepreneurship, the Programme for Employment and Social Innovation (EaSI), which includes a
financial tool that will be outlined below. To clarify further,at the moment the EaSlI financial tool is
not being enhanced by the EFSI, but given it specifically targets social enterprises, it is certainly

worth considering for financial intermediaries willing to support such kind of sector.

This programme targets the EU's objective of high level employment, guaranteeing adequate social
protection, fighting against social exclusion and poverty and improving working conditions. Under
the overall EaSI programme, a Microfinance and Social Entrepreneurship axis was established with

the aim to:

® increase access to, and the availability of, microfinance for

1. wvulnerable persons who have lost or are at risk of losing their job, or have difficulty in
entering or re-entering the labour market, or are at the risk of social exclusion, or are
socially excluded, and are in a disadvantaged position with regard to access to the
conventional credit market and who wish to start up or develop their own
microenterprise;

2. micro-enterprises in both start-up and development phase, especially micro-
enterprises which employ persons as referred to in point (1);

e support the development of the social investment market and facilitate access to finance for
social enterprises by making equity, quasi-equity and loan instruments available to social
enterprises with either an annual turnover not exceeding € 30 million, or an annual balance
sheet total not exceeding € 30 million which are not themselves a collective investment

undertaking.

Within this axis, the EIF has been entrusted by the EU to provide first-loss capped guarantees and

counter-guarantees to selected Financial Intermediaries.

The First loss portfolio EaSI Social Entrepreneurship Guarandeged by the EIF provides partial

credit risk coverage to eligible Financial Intermediaries with a financial commitment having a nominal
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value of up to € 500,000. The EaSI Social Entrepreneurship Guarantee shall cover losses incurred by
the Financial Intermediary at a guarantee rate of up to 80%. Losses covered by the EaSI Social
Entrepreneurship Guarantee in respect of the portfolio of eligible Final Recipient Transactions shall in
aggregate not exceed a stipulated cap amount. In order to ensure alignment of interest, the
Financial Intermediary shall retain a material interest in the Portfolio which shall not be less than
20% of the outstanding principal amount of each Final Recipient Transaction included in the
Portfolio. Secondly, the Financial Intermediary shall not enter into any credit support, guarantee or
other transfer of risk arrangements with respect to the above-mentioned relevant portion, provided
that any collateral, security or guarantee payable to the Financial Intermediary that qualify as
“recoveries” under the relevant EaSI Social Entrepreneurship Guarantee Agreement shall not be
taken into account for this purpose. Regarding the costs, other than a commitment fee, if applicable,

no EaSl Social Entrepreneurship GuaranteeFee shall be charged to the Financial Intermediary ®'.

The EIF therefore does not provide any type of finance to micro-entrepreneurs or social enterprises
directly, but thanks to the risk-sharing mechanism between the financial intermediaries and the
European Commission, the EaSl Guarantee enables selected microcredit providers and social
enterprises investors to expand the range of enterprises they can finance. This will facilitate access to
finance for target groups who might be having difficulties in accessing the conventional credit

market.

Final beneficiaries of the EaSI Guarantee Instruments are enterprises with either an annual turnover
not exceeding € 30 million, or an annual balance sheet total not exceeding € 30 million which are not

themselves a collective investment undertaking.®

Social enterprises are defined specifically by the EaSI as an undertaking, regardless of its legal form,

which:

e in accordance with its articles of association, statutes or with any other legal document by
which it is established, has as its primary objective the achievement of measurable, positive
social impacts rather than generating profit for its owners, members and shareholders, and
which provides services or goods which generate a social return and/or employs a method of

production of goods or services that embodies its social objective;

8 http://www.eif.org/what we do/microfinance/easi/easi-call-for-expression-of-interest/easi-guarantee- annex-iii_social-

entrepreneurship-direct-guarantee.pdf

8 http://www.eif.org/what we do/microfinance/easi/
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® uses its profits first and foremost to achieve its primary objective and has predefined
procedures and rules covering any distribution of profits to shareholders and owners that
ensure that such distribution does not undermine the primary objective; and

e is managed in an entrepreneurial, accountable and transparent way, in particular by

involving workers, customers and stakeholders affected by its business activities.

€ 96 million is already available through the EaSI Guarantee for interested microcredit providers and

financial intermediaries targeting social enterprises®.

Financial intermediaries eligible to benefit from EaSuarantee Financial Instrumeni respect of
Social Entrepreneurship (Countg¢rQuarantees provided under the Facility are: financial
institutions, guarantee schemes, guarantee institutions, foundations, family offices, social
investment funds or other institutions duly authorised to provide loans/guarantees or risk sharing
structuresaccording to the applicable legislatiéf Hence, interested financial intermediaries

should answer to the call for expression of interegt.comprehensive and detail document on this

is available online.

5. Looking into the Future

As already mentioned elsewhere in this document, the EFSI entered into its operative phase in 2015
and therefore it is in its first steps. However, there are some plans to develop and introduce further

instruments that have social enterprises as their specific target.

Indeed, according to the Annual Growth Survey 201&trengthening the recovery and fostering
convergencgissued by the European Commission®, one of the key areas of future investments is in

human capital, given its role in creating new enterprises and increasing the stock of skilled people in

® http://ec.europa.eu/social/main.jsp?catid=1084&langld=en

8 http://www.eif.org/what we do/microfinance/easi/easi-call-for-expression-of-interest/easi-guarantee- annex-iii_social-
entrepreneurship-direct-guarantee.pdf

& http://ec.europa.eu/europe2020/pdf/2016/ags2016 annual growth survey.pdf
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the EU. According to the EU Regulation on the European Fund for Strategic Investments®, investing
in human capital is one of the main areas in which the EFSI is supposed to intervene, therefore it is
likely that this document will have an impact in directing the funds towards this sector (the European
Commission is also the provider of part of the EFSI funds). Accordingly, specific action to focus upon
increasing skills investment in SMEs (e.g. investing in future talent by opening up new opportunities
for apprenticeship places for young people, including social impact investment, and by deploying the
existing EaSl programme - Employment and Social Innovation - targeting vulnerable groups) could be

developed to fit under the SME window of the EFSI¥.

Even more relevant to social service providers, the Commission explicitly stated that it is essential
that Member States promote social investment more broadly, including in healthcare, childcare,
housing support and rehabilitation services to strengthen people's current and future capacities to
engage in the labour market and adapt. Social investment offers economic and social returns over
time, notably in terms of employment prospects, labour incomes and productivity, prevention of
poverty and strengthening of social cohesion. Social infrastructure should be provided in a more
flexible way, personalised and better integrated to promote the active inclusion of people with the
weakest link to the labour market. In line with these goals, four projects in healthcare — especially
infrastructure but also R&D and job creation — have already been approved in late 2015, mobilising a

combined investment of more than 800 M€%,

Furthermore, the European Commission is discussing to put forward a pilot initiative targeting
vulnerable and socially excluded groups with focus on refugees and migrants. This pilot will be given

€ 100 million in order to test the model and assess whether it is possible to expand it.
Two additional interdependent pillars are under development:

e Social Impact Funds for mobilising private resources and channelling support to social
enterprises catering to vulnerable groups, and developing the social economy (under

discussion with EIF);

e Payment-by-results for scaling-up social impact services delivered by the private sector and

remunerated upon the achievement of specific social objectives (under discussion with EIB).

For social service providers looking to get financing from the EFSI, is should be useful to remember

that there is a useful tool to further increase the funding streams: public-private partnerships (PPPs).

8 http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:0J.L .2015.169.01.0001.01.ENG

8 https://ec.europa.eu/priorities/sites/beta-political /files/sector-factsheet-social-economy-health en.pdf
88 H
Ibid.
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PPPs are a mechanism for governments to procure and implement public infrastructure and/

or services using the resources and expertise of the private sector. Where governments are facing
ageing or lack of infrastructure and require more efficient services, a partnership with the private
sector can help foster new solutions and bring finance. PPPs combine the skills and resources of both
the public and private sectors through sharing of risks and responsibilities. This enables governments
to benefit from the expertise of the private sector, and allows them to focus instead on policy,
planning and regulation by delegating day-to-day operations. In order to achieve a successful PPP, a
careful analysis of the long-term development objectives and risk allocation is essential. The legal
and institutional framework in the country also needs to support this new model of service delivery
and provide effective governance and monitoring mechanisms for PPPs. A well-drafted PPP

agreement for the project should clearly allocate risks and responsibilities®.

An interesting example of PPP, given its mix of public, private and EFSI funds is found in Ireland®.
This project will build up to 14 primary care centres including accommodation for the primary care
team and general practitioner services, with a total cost of 143 M€ and a EIB contribution of around
70 M£. Social benefits of the project include an improved work environment for staff and additional
health benefits to patients from improved facilities (increased quality of care, reduced waiting times
for treatment, reduced distress and increased access). There is a growing demand for health care
services which in the absence of enhanced primary care based treatment strategies, presents as
demand on already constrained hospital resources with consequences for Emergency Department
waiting times, pressure on hospital beds and delays in elective treatment. The demand for health
care is rising at a higher rate than the average in Europe with Ireland’s elderly population rising at
nearly double the European average. Other factors such as the rise in obesity, chronic disease and
advances in health technology are all further increasing demand for health services and as a

consequence additional facilities and accommodation will be required®.

8 http://ppp.worldbank.org/public-private-partnership/overview
% http://www.eib.org/projects/pipeline/2014/20140692.htm
9 http://health.gov.ie/blog/press-release/eib-invests-e70m-in-14-new-primary-care-centres-varadkar-lynch/
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6. Conclusion

The EFSI’s main purpose is to fill a lack of funding in the EU that has become evident after the global
financial crisis and needs private funds for integration in order to reach its full potential - which is €

315 billion.

Financial intermediaries are therefore a key component of this process, as they provide the

fundamental multiplier for the EFSI to reach its goal.

As the main body of the paper outlined, there is a wide range of mechanisms that grant access to
funds through financial intermediaries. When intersecting the funding instruments with social service
providers, we discover that at the moment the EFSI does not have instruments that are aimed
specifically at social service providers. Still, financial intermediaries are the main actors engaged to
deploy the financial support provided by the Commission, and several instruments might be used
also to target social service providers. In the future, as new instruments are developed, social
enterprises and hopefully social service providers are likely to get a dedicated instrument (or those

already existing might be strengthened as well, like the EaSI or SIA, previously described).

Indeed, we stress the fact that this paper contains information valid as of December 2015: the
mechanisms currently in place may change and evolve as more feedback is gathered and some
facilities may require more design, market testing and preparation and will be launched gradually in

2016 and 2017.
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Abstract:

This document addresses some questions financial intermediaries may have regarding social service
providers as a robust, long-term investment opportunity. It also argues that the conjuncture is good
for starting investing in the social services sector, given that the European Union is supporting the
financing of projects that would normally be out of the normal activities of financial intermediaries

via the European Fund for Strategic Investments.

11. Introduction

Investing in high-quality, affordable and efficient social services is needed today more than ever. This
paper outlines the reasons for banking networks to promote the use of EFSI funds among their
members as a tool to ease access to credit to social service providers and the social economy in
general. Firstly, we describe what social service providers are, and their growing importance in the
European economic landscape. We continue by outlining the European Fund for Strategic
Investments (EFSI) and the European instruments financial intermediaries may use to target social
service providers. We conclude by stressing the important role of financial intermediaries and the
opportunity they have to start investing in social service providers with the support of European

funds.

12. The Social Services sector — A
Resilient Market

The concepts of social economy and social service providers are quite difficult to pinpoint, as there

are different legal forms and definitions across Europe.

Regarding social service providers, in 2006 the European Commission described in a
Communication®® what constitute Social Services of General Interest (SSGI) and we use this definition

to encapsulate social service providers. It identified two broad types of services, namely:

i statutory and complementary social security schemes covering the main risks of life; and

*” Implementing the Community Lisib programme: Social services of general interest in the European, Union
COM(2006) 177 of 26 April 2006.
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9 services provided directly to the person, such as social assistance services, employment and
training services, childcare, social housing or long-term care for the elderly and for people

with disabilities.

In 2007%, the Commission refined its analysis of SSGI and highlighted a certain number of objectives
that social services pursue — such as responding to vital human needs, contributing to non-
discrimination and creating equal opportunities. The Commission also highlighted the principles of
organisation which are common to these services — such as solidarity, proximity,

comprehensiveness, personalisation and an asymmetric relationship between user and provider.

Both documents show that social services play a prevention and social cohesion role in European
societies. They not only help people to live in dignity and enjoy their fundamental rights, but also to

fulfil their potential and to take part in society™.

Health and social services already accounts for between 5 and 13% of EU GDP. There is a huge
opportunity for the European Union to expand on this if it were to create the right framework
environment to help the sector fulfil its potential. Social service providers are also a heterogeneous
group, including small organisations, as well as ones with a budget in the order of hundreds of
millions — if not billions — of euros. Moreover, the role of social services is even more crucial in times
of economic recessions as social services also play a strategic role in strengthening social cohesion

and fighting poverty.

The austerity measures over the past few years as a response to the economic and fiscal crisis have
had a severe impact on the social care sector. Indeed, the levels of expenditure reduction were more
drastic in the social services sector, as compared with social security, healthcare and education —
even though this varied from country to country. In this context of budget reduction, the funding of
the social services sector is also severely affected. The cuts are not only affecting the public sector as
the non-public service providers also heavily depend on public funding. Indeed, based on research
EASPD did in 2012, 75% of funding of service providers to people with disabilities was linked to public

sources, albeit to differing degrees™.

* Services of general interest, including social services of general interest: a new European commitment

COM(2007) 725 final of 20 November 2007.

% Tawards Social Investment for Growth and Cohesiortluding implementing the European Social Fund
20142020 3rd Biannual Report on Social Services of General Interest. European Commission 20/02/2013.
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http://www.easpd.eu/sites/default/files/sites/default/files/job creation potential of social services sector f

inal 2april2015.pdf
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The social economywhich shares many characteristics with social service providers, on the other

hand brings together a large and rich variety of organisational forms shaped by diverse national and
welfare contexts but with shared values, characteristics and goals, combines sustainable economic
activities with positive social impact, while matching goods and services to needs. It plays an

important role in the transformation and evolution of contemporary societies, welfare systems and
economies thus substantially contributing to economic, social and human development across and

beyond Europeand are supplementary to existing welfare regimes in many member states.

The social economy and social services sector further contribute to several key EU objectives,

including the achievement of smart, sustainable and inclusive growth, high-quality employment,

social cohesion, social innovation, local and regional development and environmental protection. It is
also an important tool which contributes to ensuring people's well-being. Even more important, the
social economy is a sector which has weathered the econontasis much better than others and is
gaining increasing recognition at European levelthe last few years, the social economy has
increasingly gained political visibility as a sector that constitutes an important pillar notably in terms

of employment and social cohesion across Europe and which is key to achieving the goals of the

Europe 2020 Strategy®.

Public consultations®” highlighted the capacity of the social economy in general to provide innovative
responses to the current economic, social and siome cases, environmental challengeg
developing sustainable, largely non-exportable jobs, social inclusion, improvement of local social

services, territorial cohesion, etc.

An important outcome of the activities of social service providers and the social economy is its
contribution to increasing and diversifying the supply of services to families and individuals. The
ability to identify emerging needs and develop appropriate answers is due in large part to the multi-
stakeholder nature of these organisations, which often involve in their governance workers, clients
and volunteers, ensuring that the new services that are developed and delivered are closer to the
needs of local communities. Over time, the activities carried out by social economy organisations
have often been recognised and supported by the state, and in some cases even became part of the

public welfare system — as is the case for social service providers®.

To conclude, we can clearly identify social service providers and the whole social economy sector as

an interesting market for investors, but the asymmetry of information (investors and social

% http://data.consilium.europa.eu/doc/document/ST-13766-2015-INIT/en/pdf
o7 http://ec.europa.eu/internal market/smact/docs/20110413-communication en.pdf
% http://ec.europa.eu/social/main.jsp?catld=738&langld=en&publd=7523&type=2&furtherPubs=yes
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enterprises not knowing each other very well) is still quite a relevant issue hindering the
development of the relationship. Luckily, a few European financial tools (described in the next
chapter) are now made available to financial intermediaries, reducing their risk and therefore

offering the opportunity to boost their share in this promising market.

13. The European Fund for Strategic
Investments

Since the global economic and financial crisis, the EU has been suffering from low levels of
investment. Collective and coordinated efforts at European level are needed to reverse this

downward trend and put Europe firmly on the path of economic recovery.

The European Fund for Strategic Investments (EFSI) is an initiative launched jointly by the European
Investment Bank (EIB) Group and the European Commission to help overcome the current
investment gap in the EU by mobilising private financing for strategic investments. The EFSl isa € 16
billion guarantee from the EU budget, complemented by an allocation of € 5 billion of EIB’s own
capital. Its dedicated governance ensures that it remains focused on its specific objectives, namely to
increase the volume of higher risk projects supported by EIB Group financing operations and address
the market failure in risk-taking which hinders investment in Europe®. However, it is important to
stress that the EFSI is not a Fund or other legal entity nor does it trade independently*®. Moreover,
we have to keep in mind that the EFSI entered into its operative phase in 2015 and therefore it is in
its first steps: further instruments and tools are still being developed and might become available in

2016 and 2017,

As of January 2016, two paths for accessing EFSI funds are available: through the EIB and the
European Investment Fund (EIF). Before going into detail it is important to underline the fact that at
the moment EFSI funds will actually be used to strengthen the financial instruments already existing
and provided by the EIB and the EIF, and most of such instruments are actually deployed via local
financial intermediariesbanks, investment funds, microcredit institutions, etc.), allowing them to

provide more and more easily acseible finance to clientsAt this point, there is therefore a

9 http://www.eib.org/about/invest-eu/index.htm?lang=en
190 http://www.eib.org/attachments/press/investment plan for europe ga en.pdf
https://eu-access-to-finance-day.teamwork.fr/docs/luxembourg/presentations/Roger-Havenith.pdf
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relevant opportunity for financial intermediaries to access EU funding in order to boost their own

financial activities targeting social service providers

The existing facilities managed by the ElIFRthat will take advantage of the EFSI funds are the following

(note: it is likely that further products will be designed)®®*:

1 COSME Loan Guarantee Facility'®®: Capped Guarantee for Riskier SMEs. It will support lending
to higher-risk SMEs without a specific sector or stage focus;

1 InnovFin SME Guarantee Facility'®: Uncapped Guarantee for RDI-intensive SMEs and Small
Mid-caps. It will support lending to research and innovation intensive SMEs and small
midcaps that cannot realise their investment projects in full with traditional senior secured
loans. The guarantee will cover the part of the cost of investment projects that is not
supported by traditional lending;

1 Equity'® facility for the early and growth stages, including co-investment: it will focus on
providing equity financing to SMEs in their seed, start-up and early stages as well as growth
and expansion stages. It will also offer a co-investment facility to equity funds and serve as a

possible basis for closer cooperation with National Promotional Operators.

In the case of the EIB the application procedure is divided into two categories depending on the
amount that is being requested and the watershed is whether a project requires more or less than €
25 million. Project promoters can directly get in touch with the EIB only for projects that are above
the € 25 million threshold. Otherwise, they need to contact financial intermediaries that are financed

by the EIB'®.

It is important to note that at the moment the EU instruments supported by EFSI are not explicitly
targeting social service providers, but can still be used by financial intermediaries for such kind of
beneficiaries, as long as they meet the requirements set by the EIB and EIF. In addition, there are two
European financial tools that specifically targets social entrepreneurship and are again deployed via
financial intermediaries are therefore really interesting for financial intermediaries focusing on or

willing to explore such sector:

102 https://eu-access-to-finance-day.teamwork.fr/docs/luxembourg/presentations/Roger-Havenith.pdf

http://www.eif.org/what_we do/guarantees/single _eu_debt_instrument/cosme-loan-facility-
growth/index.htm

194 http://www.eif.org/what_we do/guarantees/single eu debt instrument/innovfin-guarantee-
facility/index.htm

195 htp://www.eif.org/what we do/equity/index.htm
http://www.eib.org/projects/cycle/applying loan/index.htm
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f the European CommissidsiProgramme for Employment and Social Innovation'®” (EaSl) has
issued a dedicated Guarantee facility, a financing instrument at EU level to promote a high
level of quality and sustainable employment, guaranteeing adequate and decent social
protection, combating social exclusion and poverty and improving working conditions; and

108

9 the EIFs Social Impact Accelerator— (SIA), the first pan-European public-private partnership

addressing the growing need for availability of equity finance to support social enterprises.

European
EIF EIB Commission
9 COSME 9 EIBloan
EFSI T InnovFin 9 Intermediated
T  Equity loan
NONEFSI 1 SIA  Easl

14. The Role of Financial
Intermediaries

As previously said, social service providers and the social economy in general have been identified as
a strategic and resilient sector, able to satisfy not only economic needs and long-term employment
but also provide positive externalities to the wider society. However, they also face a number of
challenges, especially regarding access to finance - an area where the synergy between financial

intermediaries and the EFSI can come into play and be a game changer.

Indeed, social service providers have difficulty finding funding, for which their needs vary according
to their level of development (conceptual support, development of pilot projects or prototypes,
large-scale development). Constraints concerning redistribution of profits or employment of
vulnerable workers often give the impression to creditors or potential investors that they are higher-
risk and less profitable than other businesses. A great deal of attention is being paid to this issue and
new options are being developed, ranging from social impact investment to special financial

instruments (such as the European Social Entrepreneurship Fund, recently created as a EU-wide form

97 http://ec.europa.eu/social/main.jsp?catld=1081

http://www.eif.org/what we do/equity/sia/
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of investment vehicle focusing on financing social enterprises)m. At the same time, increasing
numbers of investors are seeking to combine social or environmental results with their legitimate
concern of obtaining a financial returan the investment, while pursuing long-term objectives in the
general interest’™®. Impact investments are investments made into companies, organizations, and
funds with the intention to generate social and environmental impact alongside a financial return.
Impact investments can be made in both emerging and developed markets, and target a range of
returns from below market to market rate, depending upon the circumstances. The growing impact
investment market provides capital to address the world’s most pressing challenges in sectors such

as sustainable agriculture, clean technology, microfinance, and affordable and accessible basic
services including housing, healthcare, and education. Impact investing is a relatively new term, used
to describe investments made across many asset classes, sectors, and regions. As a result, the market
size has not yet been fully quantified. However, the Global Impact Investing Network conducts a
yearly survey''! and the results are by and large positive. Collectively, surveyed organisations were
managing a otal of USD 60bn in impact investments toda3s% of which is proprietary capital and
65% managed on behalf of clients. Respondents reported that their portfolios are performing mostly
in line with both their impact expectations and their financial returexpectations Significantly,
27% of respondents reported outperformance against their impact expectati¢msmber of
respondents: n=139), compared to 20% in last year’s survey (n=119), and 14% reported
outperformance against their financial return expectations (n=139), compared to 16% in last year’s
survey (n=122). Conversely, only 2% reported underperformance on impact (n=139), while 9%

reported financial underperformance relative to their expectations (n=139).

In addition to the elements above, it can be useful to remember that social service providers also
often get contributions from the state, which usually has a long-term relationship with this type of
actors. For financial intermediaries this factor can be reassuring, for the state is the most reliable
source of financing and becoming part of an investment which includes public authorities offers the
prospect of a secure operation. If we add the presence of the EFSI to the potential presence of the

state, the risk for investing in social service providers dramatically decreases.

For financial intermediaries, this historical moment presents an excellent opportunity to further
diversify their portfolio. On the one hand, the rationale for the EFSI is to fill an investment gap due
to the recent economic turmoil and stimulate financial intermediaries to fund projects that would

have avoided otherwise. On the other, social enterprises and social service providers have seen the

199 http://ec.europa.eu/social/main.jsp?catld=738&langld=en&publd=7523&type=2&furtherPubs=yes

http://ec.europa.eu/internal market/social business/docs/COM2011 682 en.pdf
https://thegiin.org/assets/documents/pub/2015.04%20Eyes%200n%20the%20Horizon.pdf

110

111

Page7 7


http://ec.europa.eu/social/main.jsp?catId=738&langId=en&pubId=7523&type=2&furtherPubs=yes
http://ec.europa.eu/internal_market/social_business/docs/COM2011_682_en.pdf

demand for their services expand and the main means of funding shrink, thanks to cuts in public

procurements throughout Europe.

If we put these two factors together, it is easy to see the potential for mutual benefit and long-term
relationships between financial intermediaries and social service providers. The former can take
advantage ofthe chance of getting guarantees and loans from the EIB and the EIF, thus greatly
reducing the risk of their investmentsvhile the latter will get access to another reliable source of

funding - something they increasingly need.

The EFSI favours the financing of projects with social as well as economic value, hence investing in

social service providers can be a way of increasing the likelihood of getting access to European funds.

In this way, financial intermediaries can ease their way in an ecosystem whose importance is rising.

In this sense, taking advantage of the opportunity offered by the EFSI can be useful for the strategic
positioning of the financial intermediarywhich means that it will be better positioned to gather
know-how and first-hand experience on how to deal with this form of business model and gain an
advantage with respect to the latecomers - especially once the EFSI will no longer be operational. In
addition to this, there are the EaSI and SIA, two instruments that specifically target the social

economy and that increase the number of options a financial intermediary has at its disposal.

To sum up, is there a case for providing finance to social service providers via European funds? As we
have seen, the answer is yes, and the timing is perfect given the presence of three factors that work

in synergy:

9 financial intermediaries have increasingly shown interest in social service providers and
the social economy;
9 social service providers in turn require new sources of credit; and

9 the EFSI can catalyse the process thanks to its products.
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Abstract:

This document investigates two main areas of interest for financial intermediaries: the first regards

the European Fund for Strategic Investments and its main barriers to adoption for the intermediaries;

the second assesses the concerns intermediaries have when providing credit to social service

providers. To this end we used two methods of analysis. We conducted a survey among financial

intermediaries themselves who have used or plan to use EFSI instruments in order to get a first-hand

understanding of the issue. Additionally, we have also reviewed some literature on how credit

institutions assess the risk of funding the social economy and social service providers in particular.
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15. Introduction

This paper describes the concerns and main barriers for financial intermediaries on the access to
instruments funded by the European Fund for Strategic Investments (EFSI) and more in general on

the financing of social service providers.

We start our exposition with a general overview of what the EFSI, the social economy and social
service providers are. Afterwards, we analyse the main barriers financial intermediaries find when
they try to get EFSI funds. In this case, the methodology used to collect the feedback comprises both

an online questionnaire and phone interviews.

In the following section, we tackle the second main area of interest of the paper, the barriers social
service providers and the social economy in general face when looking for financing opportunities.
What emerges from our research is that there is a certain lack of awareness regarding both the EFSI
and social service providers on the intermediary’s side, however the potential for synergies is
present: financial intermediaries can access EFSI funds in order to lower the risk and “discover” the

opportunities social service providers offer.

16. The European Fund for Strategic

Investments

Since the global economic and financial crisis, the EU has been suffering from low levels of
investment. Collective and coordinated efforts at European level are needed to reverse this

downward trend and put Europe firmly on the path of economic recovery.

The EFSI is an initiative launched jointly by the European Investment Bank (EIB) Group and the
European Commission (EC) to help overcome the current investment gap in the EU by mobilising
private financing for strategic investments. The EFSl is a € 16 billion guarantee from the EU budget,
complemented by an allocation of € 5 billion of EIB’s own capital. Its dedicated governance ensures
that it remains focused on its specific objectives, namely to increase the volume of higher risk

projects supported by EIB Group financing operations and address the market failure in risk-taking
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which hinders investment in Europe*?. However, it is important to stress that the EFSI is not a Fund
or other legal entity nor does it trade independently**®. Moreover, we have to keep in mind that the
EFSI entered into its operative phase in 2015 and therefore it is in its first steps: further instruments
and tools are still being developed and might become available throughout 2016 and 2017**.
According to the EU Regulation on the European Fund for Strategic Investments'®, the social

economy is one of the core areas of intervention.

As of January 2016, two paths for accessing EFSI funds are available: through the EIB and the
European Investment Fund (EIF). Before going into detail, it is important to underline the fact that at
the moment EFSI funds will actually be used to strengthen financial instruments that are already
existing: most of such instruments are deployed via local financial intermediaries (banks, investment
funds, microcredit institutions, etc.), and are not specifically targeting social service providers. The
criteria used to select the projects to be funded comprise high societal and economic value
contributing to EU policy objectives and projects must attract private capital by addressing market

failures'®®.

The existing facilities managed by the ElIFthat will take advantage of the EFSI funds are the following

117,

(note: it is likely that further products will be designed)":

1 COSME Loan Guarantee Facility''®: Capped Guarantee for Riskier SMEs. It will support lending
to higher-risk SMEs without a specific sector or stage focus;

1 InnovFin SME Guarantee Facility’*®: Uncapped Guarantee for RDI-intensive SMEs and Small
Mid-caps. It will support lending to research and innovation intensive SMEs and small
midcaps that cannot realise their investment projects in full with traditional senior secured
loans. The guarantee will cover the part of the cost of investment projects that is not
supported by traditional lending;

T Equity*® facility for the early and growth stages, including co-investment. It will focus on

providing equity financing to SMEs in their seed, start-up and early stages as well as growth

12 http://www.eib.org/about/invest-eu/index.htm?lang=en

http://www.eib.org/attachments/press/investment plan for _europe ga en.pdf
https://eu-access-to-finance-day.teamwork.fr/docs/luxembourg/presentations/Roger-Havenith.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:0J.L .2015.169.01.0001.01.ENG
http://ec.europa.eu/priorities/jobs-growth-investment/plan/efsi/index_en.htm
https://eu-access-to-finance-day.teamwork.fr/docs/luxembourg/presentations/Roger-Havenith.pdf
http://www.eif.org/what_we do/guarantees/single eu_debt_instrument/cosme-loan-facility-
growth/index.htm

9 htp://www.eif.org/what we do/guarantees/single eu debt instrument/innovfin-guarantee-
facility/index.htm

120 http://www.eif.org/what we do/equity/index.htm
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and expansion stages. It will also offer a co-investment facility to equity funds and serve as a

possible basis for closer cooperation with National Promotional Operators.

In the case of the EIB the application procedure is divided into two categories depending on the
amount that is being requested and the watershed is whether a project requires more or less than €
25 million. Project promoters can directly get in touch with the EIB only for projects that are above
the € 25 million threshold. Otherwise, they need to contact financial intermediaries that are financed

by the EIB**.

It is important to note that at the moment the EU instruments supported by EFSI are not explicitly
targeting social service providers, but can still be used by financial intermediaries for such kind of
beneficiaries, as long as they meet the requirements set by the EIB and EIF. In addition, there are two
European financial tools that specifically target social entrepreneurship (but are not enhanced by the
EFSI at the moment) and are again deployed via financial intermediaries. They are therefore really

interesting for financial intermediaries focusing on or willing to explore such sector:

{ the European CommissidsiProgramme for Employment and Social Innovation'** (EaSI)
has issued a dedicated Guarantee facility, a financing instrument at EU level to promote
a high level of quality and sustainable employment, guaranteeing adequate and decent
social protection, combating social exclusion and poverty and improving working
conditions; and

f the EIPs Social Impact Accelerator'??

(SIA), the first pan-European public-private
partnership addressing the growing need for availability of equity finance to support

social enterprises.

European
EIF EIB
Commission
1 COSME 9 EIBloan
EFSI T InnovFin 9 Intermediated
Equity loan
NONEFSI 1 SIA i Easl

21 http://www.eib.org/projects/cycle/applying loan/index.htm

http://ec.europa.eu/social/main.jsp?catld=1081
http://www.eif.org/what we do/equity/sia/
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17. Social Service Providers

Regarding the concept of social service providers, in 2006 the European Commission described in a
Communication™* what constitute Social Services of General Interest (SSGI) and we use this

definition to encapsulate social service providers. It identified two broad types of services, namely:

i statutory and complementary social security schemes covering the main risks of life; and
9 services provided directly to the person, such as social assistance services, employment and
training services, childcare, social housing or long-term care for the elderly and for people

with disabilities.

In 2007*%, the Commission refined its analysis of SSGI and highlighted a certain number of objectives
that social services pursue — such as responding to vital human needs, contributing to non-
discrimination and creating equal opportunities. The Commission also highlighted the principles of
organisation which are common to these services — such as solidarity, proximity,

comprehensiveness, personalisation and an asymmetric relationship between user and provider.

Both documents show that social services play a prevention and social cohesion role in European
societies. They not only help people to live in dignity and enjoy their fundamental rights, but also to
fulfil their potential and to take part in society'*®. Social service providers share certain
characteristics with the social economy that can be used by the former to benefit from initiatives and

instruments that are designed for the latter, provided that they meet the eligibility criteria.

** Implementing the Community Lisbon programme: Social services of general interest in the European Union
COM(2006) 177 of 26 April 2006.

1% Services of general interest, including social services of general interest: a new European commitment
COM(2007) 725 final of 20 November 2007.

26 Towards Social Investment for Growth and Cohesiaoluding implementing the European Social Fund
20142020 3rd Biennal Report on Social Services of General Interest. European Commission 20/02/2013.
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18. Barriers to Access EFSI Funds and

on Financing Social Services

As previously said, the EFSI aims at supporting also social service providers. Despite the fact that
there are no dedicated financial tools targeting such sector yet, further products will be designed,

and hopefully some of them will therefore benefit them.

Some inputs might therefore be helpful at this point to improve the design of appropriate financial
tools. On the one hand, it is important to analyse what the present barriers to access EFSI funds are,
in order to avoid them in the future. On the other hand, it is also useful to understand what the
barriers on the financing of social service providers are, in order to deploy tools that really tackle the

needs of the sector.

To this end, we conducted a survey between November and December with the objective of
gathering as much feedback as possible from financial intermediaries, in order to better understand
the situation from their perspective. We took into account two main groups. The first took advantage

of the expertise provided by the FEBEA network"*’

in the field of providing funding to the social
economy; the second featured a selection of financial intermediaries that already benefit from EFSI
funds. The number of intermediaries that was contacted is thirty-three and we received feedback
from ten of them. Due to budget and time constraints, it was not possible to include a larger number
of intermediaries. The gathering of the feedback took the form of phone interviews and online

questionnaires.

Focusing on the barriers to access EFSI funds, it is possible to split the feedback into two groups:

general and instrument-specific.

In the first group, many intermediaries lamented a lack of information and a difficulty in getting what
is available. The instruments are not publicised enough and the information is not very clear. Others

pointed out that there are too many passages in the disbursement of funds - from the EFSI to the

7 FEBEA is the European federation for ethical banking and has the objective of developing ethical and

solidarity-based finance in Europe through the dissemination of information and citizens’ participation. For
more information, visit: http://www.febea.org/
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EIB/EIF to the instrument. Given the strict definitions that are in place and the eligibility criteria it is

difficult to expand the use of the instruments to a wider range of social service providers.

As for the second group, some organisations knew/used only one instrument, hence they provided
feedback specific to their expertise. For the COSME Loan Guarantee Facility financial intermediaries
reported that while it is useful, it is difficult to meet the required deadlines, and the economic
conditions found in the Call for expression of interest are too restrictive. Furthermore, the
procedures are too complex and unclear, while filling the application documents requires too many
internal resources. One respondent also lamented a linguistic barrier when applying for it. For the
InnovFin SME Guarantee Facility the main point that was highlighted was the instrument’s
misalignment with the intermediary’s financing needs. For EaSI, respondents lamented that the
technical and economic conditions of the instrument are too restrictive. Finally, the Equity
instrument requires certain specific characteristics that not every financial intermediary possesses

and may be too expensive to acquire.

Regarding the information above, it should be noted that these instruments have been established
quite recently and some time is needed to adapt to the new instruments and effectively develop the
necessary internal procedures that satisfy EU criteria. Hence, it is likely that several procedural issues

will be solved as the instruments are used.

Moving on to the barriers on financing of social service providers, in addition to the questionnaire we
can also take into consideration the expertise gathered on such topic by FEBEA, whose members are

indeed specifically focused on financing the social economy and social service providers.

As previously said, social service providers and social enterprises in general have been identified as a
strategic and resilient sector, able to satisfy not only economic needs and long-term employment but
also provide positive externalities to the wider society. However, they also face a number of
challenges, especially regarding access to finance. The Commission itself considers that the funding
system for social enterprises and social service providers is underdeveloped in relation to that used

by other businesses.

Indeed, their funding needs vary according to their level of development (conceptual support,
development of pilot projects or prototypes, large-scale development) but more so than other
businesses, social service providers are confronted with the imperfections in the financial markets
(fragmentation, absence of pan-European platforms for lending, etc.) and they are considered as

presenting a higher risk than “traditional” enterprises. The reason for this is twofold.
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Even though there are social service providers that have budgets in the order of billions of euros,

there are numerous service providers who are much small in size. Hence, this diversity must be

recognised. From a business/market point of view, the smaller social service providers often find it

harder to provide sound business planning often due to a lack of expertise and human resources

necessary for drafting sound financial projectiomisat many financial intermediaries require. Finally,

due to their size, often their need for financial support is quite limitedvhich means that financial

intermediaries would incurinto KA 3K O2 & 0& O0RdzS RAf A bbpsr@dSStheA y i SNY | €
size of the funding provided. This, in addition to the relative low numberof social enterprises within

a country and the wide spectrum of fieldsvhere they operate (manufacturing, social services,

tourism, etc.), creates high barriers for investors.

From the point of view of the awareness, many financial intermediaries lack some basic arfnation
about social service providers, such as the kind of market, the business model and how to measure
the social impact of the sector. Due to different national definitions of what a social service provider
is, financial intermediaries can find the sector as a whole difficult to analyse and measuré a
systematic way, and general features such as constraints concerning redistribution of profits or
employment of vulnerable workers often give the impression to creditors or potential investors that
they are higher-risk and less profitable than other businesses. This asymmetry of information

obviously increases the risk perception.

In addition to this, even if we see indeed an increasing numbers of investors seeking to combine
social or environmental results with their legitimate concern of obtaining a financial return on the

% the measurement of the social impactf a social service providgwhich should be

investment
the main attractive feature of such sector) is not as straightforwarckither. Firstly, there is no unique
way of measuring the impacWhile there are some well-known social impact measurement

122 this lack of standardisation means that it is difficult to compare enterprises

systems, such as IRIS
that use different benchmarks. Secondly, related to their small size, many social service providers
lack the resources to gather consistent and comprehensive informatibout their social impact,

making such an assessment difficult.

Generally speaking, often investors see a lack of competence# social service providers concerning
management, business planning, impact measurement, etc. This indeed may be related also to their
lack of education on social entrepreneurship and social service provision isstbge classes on

economics are included in curricula from grade school to business schools, formal education and

128 http://ec.europa.eu/internal market/social business/docs/COM2011 682 en.pdf

https://iris.thegiin.org/
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training on social entrepreneurship and the social economy is still largely absent from the
classrooms. This obviously means that it is much more difficult for social service providers to find
staff and managers with the necessary mindsets, skills and competences than it is for conventional

businesses™®.

19. Conclusion

What emerged from our analysis is that several financial intermediaries are still in the process of fully
understanding what the EFSI is and how they can access the funds. The procedures are not fully
understood and implemented, which in turn creates misunderstanding and, for some, reluctance to
use the new instruments. Some have expressed frustration at some of the parameters, considered

too strict.

Despite this, many intermediaries clearly show interest in the funds and are willing to examine in
more depth what is available. Furthermore, the simple fact that a financial intermediary collaborates
with European institutions is seen as an improvement in its reputation and more generally in its
strategic positioning, which takes into account the possible developments of the European financial
sector in the future. For the intermediaries that already benefited from EFSI funding, they were

satisfied with the economic advantage they got.

Regarding social economy and social service providers, many respondents were keen on accessing
this market. However, social service providers represent only one sliver of their potential customer
base and they seemed more concerned by the providers’ creditworthiness than by the social impact.
Another issue that negatively affects social service providers’ access to credit is a lack of awareness
of their wider positive impact and - perhaps more important - of their economic resiliency and ability

to tackle the new challenges that the economic crisis has highlighted.

Propitiously, the EC has stressed the importance of the social economy as a key sector for Europe’s
sustainable growth and is willing to deploy more tools to boost its growth. This way financial
intermediaries may become more willing to focus their lending to social service providers, for they
tend to present a solid investment opportunity not just by themselves, but also in the larger society.
It is no coincidence that more and more economic agents have been recognising their resilience and

potential.

130 http://ec.europa.eu/social/main.jsp?catld=738&langld=en&publd=7523&type=2&furtherPubs=yes
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EFSt Interesting evolution and encouraging trends for the future

The purpose of the EFSI should be to help resolve the difficulties in financing and implementing
strategic, transformative and productive investments with high economic, environmental and
societal added value contributing to achieving Union policy objectives. It should aim to provide an
immediate boost to the Union economy and to improve access to financing and the competitiveness
of enterprises and other entities, with a particular focus on small and medium-sized enterprises
(SMEs) and small mid-cap companies, with the aim of reducing unemployment levels and boosting

growth in the Union.

The Regulation (Regulation (EU) 2015/1017 of the European Parliament and of the Council of 25 June
2015) mentions specifically that EFSI should support investments in the following fields (among many

others):

(g) human capital, culture and health, in particular through:
(i) education and training;

(ii) cultural and creative industries;

(iii) innovative health solutions;

(iv) new effective medicines;

(v) social infrastructures, social and solidarity economy;

(vi) tourism.

Up to now, EFSI funds are being deployed via EIF and EIB, through already existing instruments. With
the exception of projects bigger than € 25 million (managed directly by EIB), most of these
instruments are accessible only by financial intermediaries, that will use the funding to increase and
further develop their own activities, financing SMEs and other projects that meet the requirements
set by the Commission. At this stage therefore, social enterprises and social service providers have to
interact with such intermediaries in order to access the funding, provided they meet such

requirements, which at the moment are not tailored on the specificities of the social services sector.

But there are some promising developments that are being discussed among the relevant

institutions. Namely:
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1. Inline with the skills agenda, specific action to focus upon increasing skills investment in
SMEs could be developed to fit under the SME window of the EFSI. (e.g. investing in future
talent by opening up new opportunities for apprenticeship places for young people, including
social impact investment, and by deploying the existing EaSI programme - Employment and

Social Innovation - targeting vulnerable groups)

2. The EFSI could also potentially play a role in financing migration-related projects, for instance
relating to accommodation infrastructures and integration of refugees and migrants in
education and training. Higher visibility of projects in the social economy and health sectors
could be ensured via the European Investment Project Portal. Specific strands could be
developed for projects related to the inclusion of refugees with support needs (persons with
disabilities, persons with mental health problems, etc) in order to better respond to the

needs of each individual refugee.

3. The Commission is in discussion with the European Investment Fund (EIF) about the creation
of an innovative Social Impact Instrument. The intervention encompasses two pillars:

I catalysing the establishment of Social Impact Funds (SIFs) or investing into existing ones,
to support social entrepreneurship and the provision of social services by social
enterprises targeting vulnerable groups. In this context, a dedicated focus may be put
on refugees and migrants. The Social Impact Funds are meant to mobilise investments
from National Promotional Banks and the private sector. Mobilised investments at the
level of final recipients are expected to be up to EUR 1 billion. The Commission is
prepared to support investments in such SIFs under the EFSI framework as part of the
SME window equity instrument which is currently being developed in cooperation with
the EIF. The possibility to provide complementary financial support from the EaSI
programme and the European Social Fund is currently under consideration.

I Setting up a pilot ‘Payment-by-results’ scheme to scale up the provision of social
services by private sector providers (notably social enterprise ) that would be paid upon
the achievement of specific social objectives through procurement procedures.
Technical Assistance under the European Investment Advisory Hub could support the

development of impact metrics.

These trends represent a very interesting opportunity for social enterprises and social service

providers who could benefit of funds more tailored to their characteristics but, in order to transform
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general opportunities into concrete funding and projects for social service providers and more in
general for social enterprises, we would like to make some recommendations to the European

Institutions concerned.

RECOMMENDATIONS TO EU INSTITUTIONS
Correct and clear information
Clearer and more precise information is necessary at different levels.

Often the Juncker Plan is presented by the media as a new tool to finance directly projects aiming at
solving urgent EU problems (e.g. unemployment) and at fostering growth. It is not specified that
direct access concerns only projects above 25 million euro and that, in most cases, those projects are
promoted by national or regional authorities and concern infrastructures, such as railways, roads,

etc.

For projects below 25 million euros it is not specified that, for the moment, EFSI is used to provide
additional funding to existing mechanisms (such as COSME an InnovFin) and that a crucial role in the
selection of those projects is played by local financial intermediaries, that apply the same rules and

procedure as before (when they did not have EFSI funds).

EFSI funds specifically target to social sector

In order to increase the impact of EFSI on investments in human capital, culture and health (as
foressen in the Regulation), it is crucial to pursue and make it concrete to deploy EFSI to increase
funding for existing financial tools such as EaSl that are specifically addressed to social investment

and do not have a sufficient budget to cover all the requests.

Coordination and synergies among funds

EFSI regulation aims at full complementarity between EFSI risk financing opportunities and those of
the European Structural and Investment Funds. Both sources have different purposes and are

implemented with different financial instruments.
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Structural funds can be used by Member States to invest alongside EFSI in eligible projects. Member
States and regional authorities are also invited to use EU funds at their disposal as effectively as
possible in support of investment, by focusing on key areas and maximising the multiplier effect of
every euro invested. This implies an increased use of financial instruments in the form of loans,

equity and guarantees, instead of traditional grants.

The Commission should provide concrete guidance to managing authorities, social service providers

and user organisationson how to better combine these opportunities.

Easyaccesdo different funding for final beneficiaries

Social enterprises and social service providers should be able to access to a complete ‘funding chain’.
When the structure of social services market is getting more complex and developed, the different

options of financial tools have to be combined and used in a complementary way.

Final beneficiaries of funding should have access to clear and transparent information on what is the

best option for each project or investment request.

EU administrations could provide incentive towards a better harmonization of the processes and
applications. Some EU countries have positive results in developing a one stop shop approach, which
means a common platform gathering different types of financial actors (public authorities, private
banks, public State bank, crowdfunding platform, cross-border fund, CSR donors...) and financial
products (equity, loans, grants, and guarantee). It enables the supporting organizations to provide all
range of financial support and assess which one is advisable and the most appropriate in case of each
social enterprise and social service provider. Positive outcomes of this strategy are reported since it
obliges to set up common solutions (one template of application form, one reporting model) and

would allow creating long-term relations.

Capacity building of funds administrators

In order to assure quality in EU financing when general funds are used (such as EFSI) it is essential
that the EC provides the finance administrators with guidance, training and capacity building
regarding the special features of social service providers enterprises. Social services are often not
considered a sector per se therefore within the EU institutions they are dealt by different

departments which may not have people with specialized skills and knowledge of the sector.
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Capacity building and more coordination among different departments that deal with the sector are
crucial to develop a harmonized approach and to facilitate coherent communication. This would also
help to ensure that the use of funds in projects is in line with EU values and human rights obligations

(UN CRPD).

Capacity building of beneficiaries

Social service providers financial capacity is accentuated if loans or grants are accompanied by
business advisory services. The analysis is similar with every kind of enterprise: the risk of default
reduces when the enterprise is integrated into a programme of business support (training and advice
for management, human resources, financial indicators, communication, ...). Within ESIF funds the
use of technical assistance budget should be pursued and intensified by organizing regular discussion
between all the relevant stakeholders. Similar mechanisms could be put in place for other funds. For
example, a steering committee composed of funds managing authority, financial intermediaries
(where appropriate), social investors (public, private, local, national), social service providers

representatives and support organisations is strongly advisable.

Financial intermediaries

Given the fact that most of EFSI funds are provided through local financial intermediaires, it is crucial
that they should be fully aware of the character and the importance of the sector in order to
understand the real challenges social service providers are facing and in order to communicate
properly on the subject. A raising awareness campaign coordinated at EU level but organised at local

level is strongly advisable to promote investment in social services sector.

If EFSI is going to fund specific tools for social service providers it is of utmost importance that these
investment instruments also are applicable for social economy enterprise intermediary organisations
and that the legislation and regulation is simple so that not only larger financial institutions are able

to provide and use the instruments.

EU institutions should envisage the possibility to make group wide applications, since the heavy
administrative burden limit participation from smaller banks and intermediary organisations. For

financial tools specifically addressed to the non profit sector, such as EaSl, a way to encourage
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participation of local and ethical banks is to allow them to submit a joint application as financial

intermediaries.

European Investment Project Portal

The European Investment Project Portal could be a helpful tool to increase the visibility and
transparency in the investment market for social service providers and help to build a pipeline of
investment-ready enterprises. However, the implementation of such a European Investment Project
Portal would also need to ensure that it can address the proper investors for social service providers
(e.g, social business angels, foundations, social venture funds, family offices, public investment
schemes). While the investment needs for this kind of enterprises areoften rather small (between
100K and 500 K EUR for early-stage growth and 500k - 2mn EUR for later-stage growth), the
assumption is that the European Investment project portal in its current design is more focused on

larger-scale investors and the access is limited to projects larger than 10 Million €.

European Investment Advisory Hub

The Advisory Hub set up to provide technical assistance for EFSI funded project should extend its
action to new tools funded by EFSI for the social services sector. In order to do so, it is crucial that the
Hub possess the specialised competence and skills in order to provide appropriate and specialistic

advice to the sector.

Awareness raising

European Institutions should promote the identification of best practice of public and private funding
of social service providers to encourage more such funding at EU and MS level: This section will

include:

I Overview of concrete examples and good practice of public funding: Gathering better
examples

 Lessons learnt from previous European programming periods: Summarize findings
categorized according to subject / method / instrument (different development stages of

social service providers rather than origin)
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A stakeholders platform

Financial tools should be able to answer to the needs of beneficiares and to evolve according to new
needs and changing contexts. A continuous dialogue among different stakeholders is needed in all
different phases, from planning to implementing and monitoring. EU institutions should promote the
creation of a platform where all stakeholders (social service providers, financial intermediaries,
promoters and the EIB/EIF) can come together to exchange ideas, identify sector’s needs and plan
appropriate tools. This platform should have different organisational levels, namely regional, national

and European.

Social impact

All projects should be valued from their social impact or their social activities, (regardless if the
project focuses on transport or health), this could include e.g. local work-force upskilling, RDI-
initiatives, job creation for marginalised groups etc. Initiatives with a main focus on targeting social
investments or public goods should be included in the pipelines as objectives themselves and not
only as a complement to the “hard” contents in projects (making impact real). There is otherwise a
risk that all initiatives are evaluated from a strict traditional enterprise perspective and the social
value gets lost. This action could be implemented by ensuring that social investment options are

covered within the EFSI or that public local authorities are involved in funding the investments.

EFSI can lead the way by promoting societal changes and values and lead to positive changes in how
investors decides on investments and how projects are structured, in the end promoting a more
social and environmentally enlightened investment market. In this process the core of the social
service providers should be highlighted to show that the social values are the main positive outcomes

from the investments, together with a financial turnover and economic growth.

The measurement of social impact should be done using easy and simple indicators and it should not

represent an additional burden for the social service provider.

Complexity and bureaucracy

Recurrent observation is the high level of complexity and bureaucracy resulting from the EU system.

European social service providers actors can besmall or very small enterprises with reduced
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resources (budget, employees), which make hard for them to afford the cost of operating EFSI
projects (call for tender, operating, reporting, pre-financing). EU managing authority should be
encouraged to provide for more flexible administrative forms and smooth and rapid procedures, in
such a way that funds are allocated timely and used to fund activities and not bureaucratic

management procedures.

Flexibility and evaluation

During the testing phase of a new financial programme, the administrative and structural processes
should be more flexible and adjustable. Going through an experimental phase is definitely more

suitable before fixing definitely the processes and criteria of functioning of the new programme.

The European Commission is encouraged to evaluate more in-depth how EFSI funds are used at
local/regional level and what impact they really have. Also problems such as access to EU funding
and co-financing by local actors should be further analysed. Results of this analysis should feed into a

revision of the use of EU funds and of their management.
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Conclusions

Unlocking the EFSI f@ocial Services

General Conclusions

It is clear that the European Fund for Strategic Investment (EFSI) should not be seen as an
instrument able to fund the continuity and sustainability of high quality social serviaegurope.
Nonetheless, EFSI could be an extremely useful tool for social service providers seeking better
conditions for private sector investment into certain specific projects aiming to improve or build
community-basedsocial infrastructure and projects in the field of innovath and human capital

development.

As presented in detail in the reports, the purpose of EFSI is to support strategic investments in

infrastructure and innovation (including social), as well as risk finance for Small and Medium Sized

Enterprises; which also include many social service providers. The EU EFSI regulation also stresses the
importanceof A Y ONB I aSR 1 00S&aa G2 FAYFIYyOAy3d FT2N) {a9az Ay
non-profit organisations(Recital 17). The regulation I £ & 2 (i I NJH &pitad, cutiukedmdl y O
KSIFfGKEZT Ay LI NOAOdzE I NJ daz2OAl f pMAyiceN2(@E)NHzOG dzZNB = &

On paper then, it is clear that the EFSI can and must support investment into social services
projects. For instance, if a large social service provider (or a group of smaller service providers)
wished to renovate or develop new community-based social infrastructure, they could potentially
apply for EFSI support through the Infrastructure & Innovation window(for projects higher than 25
million EUR). If a smaller social service provider (SME) wished to develop an innovative project, it
could apply for support through the SME window via financial intermediaries. Possible opportunities
could be through the COSME Loan Guarantee Facitiythe InnovFin Guararge Facility the latter
allowing for eligible funding to the client of the financial intermediary to be covered by the EFSI at a

guarantee rate of up to 50%; thus covering much of the risk for private investment into projects.

For social service providers, it is possible to see the opportunities which lie within the EFSI to
support innovation in the sectaras is presented in the report. However, up to December 2015, the

EFSI has yet to be used to finance projects in the field of social services. The study have described the
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main barriers currently hindering EFSI support for investment into social services, before presenting

several recommendations.

Barriers for social service barriers to access EFSI

From the perspective of social service providers, there are clear issues in terms of accessing support
(loans, etc) from financial intermediaries; even more so then for other types of entreprises. There are
several reasons for this. There is an obvious gap between the languagesed by financial bodies
(public or private) and the needs and specificities of the social services sector. This is often made
worst by the lack of technical experiencand competence by service providers (notably the smaller
organisations) in the field of financial management, business planning and impact measures. Another
key issue is the nature of the financial requests made by small service providers to financial
intermediaries which lead to high costs for financial intermediariesompared to the possible
benefits. Additionally, the difficulties in analysing and measuring the outcomes of social services
a systematic way make financial intermediaries less willing to provide financial support to projects in

this area.

Many of these issues are linkedtoa YA & dzy RS NA U | Y R A sfz8 anél finandid goteriicdd O G 2 N &
Although it is true that there are many smaller providers making up the sector, there are also very

large social service providers often employing over 1,000 workers and having multi-million euro

budgets. These organisations would often have experienced financial departments and could be

involved in projects involving very high financial requests. Smaller service providers may also be able

to develop “group contracts” for such projects, which would lead to high financial requests too; and

therefore bring higher benefits for financial intermediaries.

Perhaps the biggest problem is the perception from financial intermediaries that the social services
sector remains a risky investmendue to their often not-for-profit dimension and social objective.
However, this is largely untruedue the (often) strong relationship between the sector and their

overall financer, public authorities. Given this strong relationship with public authorities, the

predictability of returnsshould be considered of high value to private financial investors.

Another barrier affecting the pick-up of the EFSI is the difficulties financial intermediaries have
themselves in gaining access to its tools and instrumengased on a survey with financial
intermediaries, there is a lack of clear informatiorabout the EFSI tools available at local, regional or
even national level. Financial intermediaries also view EFSI as being too restrictive in terms of its long
and complex procedures and technical and econoro@nditions Last but not least, financial

intermediaries often deem the definitions and eligibility criteriawith the EFSI as overly strict.
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If one brings together both the problems encountered by financial intermediaries with EFSI and the
problems social service providers have in accessing support by financial intermediaries, it is clear that
the overall environment does not particularly promote or support private investment into social

services projects

Recommendations for the European Institutions atite European

Investment Bank

Although these issues also go beyond EFSI, it is essential that certain changes are made to its
FNI YSg2N] (2 3Fdzr NI yiSS GKS 9C{LQa |oAfAde (2 adz

accordance with the EU regulation.

The main recommendation coming out of these reports demonstrates that there is a need to provide
clearer and sectosspecific information about EFSiot only to financial intermediaries but also and
especially to the sectors targeted. This information should also be targeted to the specific needs of
each sector in order to avoid a orgizefits-all approach which would not be suitable to the social
services sector. In order to facilitate communication, national one-stop-shopsmay be able to help

harmonise the process and have been deemed successful in several countries.

Another important recommendation would be to create sector specific capacithuilding and
networking sessiondetween fund administrators, financial intermediaries and beneficiaries at
national/regional level in order to forge a better understanding of EFSI, as well as the needs and
responsibilities of each stakeholder. These sessions could be linked to a possible Investment Platform

for social services.

To ensure that there is sufficient expertise on quality social services within the EFSI framework, it

may be useful to include experts from the sectgiincluding those with financial expertise on the

needs and specificities of social services, inthe EurolS 'y Ly @SadYSyid ! ROA&A2NE | dz
internal social unit Alternatively, specific workshopsould be developed to bring together EIB staff

and experts from the field of social services to exchange views on the issues previously mentioned,

as well as on quality criteria

In order to facilitate uptake by smaller service providers, often SMEs, it may be useful to develop
more flexible and adjustable administrative format® facilitate access to the EFSI. This could be
done through “grouping projects, for instance, where X number of service providers, each needing
financial support for similar projects, could apply together to either of the EFSI windows (EIB path or

EIF path) depending on the project’s nature.
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Last but not least, the EaS| programmaas proved to be reasonably successful in terms of providing
microfinancing for social entreprises, which often include social service providers. As such, it could be
useful to ensure that EFSI is used to complement financing of the EaSI programmerticular for

the microfinancing of social entreprises.

Next steps

If the EFSl is to be used to finance investment into social services as is indicated in the EU regulation,
the European Commission and European Investment Bank must take into account these
recommendations. Similarly, despite certain important barriers, it is also necessary that the social
services sector takes practical steps towards assessing if certain projects they wish to develop
could be supported by EFSI and how this could be ddfall stakeholders manage to bridge the
current gap, EFSI could be a significant new tool to finance innovation in the sectgiinvestment in
human capital and build or renovate much needed community-based social infrastructure; all of
which have been undermined the last few year through cuts to public expenditure in the field of

social services.

For additional information, please contact:

Thomas Bignal

EASPD Policy Officer
T.4+32228246 19
thomas.bignal@easpd.eu
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