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European Infrastructure Investment Questionnaire

30 of Europe's . These companies represent a combined revenue of
largest companies more than 1.1 trillion EUR and require at least 30 billion
indicate an a year in public co-financing for investment in projects
outside the EU. Worldwide these companies employ

over 2 million people.
e O
and development

roiects outside 1.1 Trillion EUR 30 Billion EUR 2 Million
IcheJEU combined revenue | inloans employees

Urgent need

for an additional

EU facility to
co-finance

major infrastructure

SUCh a facility would provide Europe with significant advantages,
including a stronger EU economy, better employment opportunities
and a stronger (more influential and competitive) position of the EU
vis--vis other parts of the world.

"The world's infrastructure

<< ‘ investment needs for
energy, road and rail transport, :
telecommunications, and econon:’y, afc counting for
OECD  water 2030, or about ey P A
US$71 trillion. " v

"Developing economies will be
major investors in the world

Potential advantages to the EU Economy

Many of Europe’s largest industries believe

that the European Investment Bank's percentage of Employment
lending activities outside the EU should be increased. Growth
Competitiveness

EU Influence
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Introduction

Brussels, January 2014

Dear Reader,

Thank you for taking the time to read this

impressive and rather unique report. Thank

you also to the 30 business leaders from Europe who contributed their time, effort,
knowledge and insights to highlight what we believe is a real opportunity to create jobs
and growth in Europe. Whilst reading through the results of our elite poll | urge you to
keep in mind the potential global trade and infrastructure developments as the world
population grows and societies become wealthier. As a former Prime Minster of one of
the European Union’s founding Members | want European businesses to benefit from
this global expansion and to do so we need to ensure that we have the necessary tools
in place to compete effectively.

The background for this initiative is simple, it came from a question delivered by one of
Europe’s leading energy investors at a lunch | hosted for CEOs and business leaders of
some of Europe’s largest multinational enterprises. The question was why European
companies frequently have to rely on public financing facilities from outside Europe to
co-finance major infrastructure developments internationally. At the time we had no
answer and decided to enquire, through an elite CEO poll, if indeed this was a one-off
(for this particular company) or affected more companies. The business leaders
approached are all European top 100 companies or European leaders in their specialised
service sector, such as dredging, shipping or manufacturing. The majority of the
companies approached were known to have worked with non-European public financing
institutions for co-investment in infrastructure projects outside Europe. Those that
responded represent a range of industries, providing both goods and services as well as
private sector banks.

The conclusions and results of the elite poll are detailed further in this report but |
wanted to share my personal thoughts for your consideration. Firstly | was surprised
that much of the data on global investment flows, particularly from Europe to third
countries is not easily accessible — this | believe would be valuable for senior political
leaders to understand and be aware of the shrinking position of European investors
globally. Secondly although | was very pleased and encouraged by the comprehensive
responses received it was surprising how many of Europe’s leading companies told me
that they either do not or have very limited investments outside of Europe — this would
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seem to be a missed opportunity. Thirdly whilst this report clearly demonstrates a case
of need for a new financing facility it also demonstrates the need for more coordination
and dialogue between Europe’s political and business leaders especially as there is
common interest in generating jobs and growth in the coming years. Finally through
discussions with many of the respondents it also appears that whilst there is increasing
liquidity in the financial markets there is still a lack of appetite for the private sector to
undertake long term infrastructure investments — the access to additional capital
through public financing schemes would certainly alleviate concerns over the so-called
pension crisis.

| look forward to your reactions to this report and my team and | are at your availability
for follow up. With your interest and support | believe that we can rapidly make
progress to enhancing the capabilities of Europe’s public financing institutions and in
doing so support European industry, economic growth and jobs.

Yours sincerely,

Professor Mark Eyskens
Chairman of PA Europe

Minister of State

Former Prime Minister of Belgium
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Overviewof respondents

The following companies have given their permission to be included in the report as
participants:
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CDB: China Development Bank

EBRD: European Bank for Reconstruction and Development
EIB: European Investment Bank

EU: European Union

JBIC: Japan Bank for International Cooperation

KEXIM: Export-Import Bank of Korea

UK: United Kingdom
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Key Conclusions

1 87% of respondents gy . N
(representing many of the A Ok Rl
largest European companies) Voo : |
have indicated that a new EU e T TR
facility financing infrastructure e :
and major development
projects outside of the
European Union (EU) would
make their company’s bids for such projects more competitive.

1 All but two of the respondentsindicated that the total budget of the European
Union’s principal public financing institution (the European Investment Bank -
EIB) should be increased and that the percentage of the EIB’s total lending
activities outside of the EU (currently limited to 10% of total budget), should be
increased.

9 Together these companies represent a combined revenue of more than €1.1
trillion (9% of EU GDP) and require over €30 billion annually in public co-
financing for investment in projects outside of the EU. Globally the respondents
have more than 2 million employees.

1 Infrastructure companies, providers of goods and services and commercial banks
are well representedamong the respondents. These companies represent the
core of European investments in third countries.

1 Asagroup these companies represent a substantial part of the European
economy, including from key Member States (France, Germany, Italy, Spain and
the United Kingdom), and thus form a legitimate and crediblegroup of
stakeholders This is of relevance since the majority of these companies have
explicitly committed to support further activities emanating from this elite poll.
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Overview ofRespondents

Respondents

In total the leaders of 30 European companies participated in the elite poll and either completed
the questionnaire or provided additional feedback on the questions and issues addressed. These
companies represent a combined revenue of more than €1.1 trillion and employ more than 2
million people worldwide. Additionally a number of companies responded indicating their
interest in the initiative but due to their limited investments outside the European Union were
not in a position to contribute.

Type of company

Elite poll respondents have been divided into three groups: a) companies that develop
infrastructure projects in the broadest sense’ such as energy, railway, construction and similar
industries, b) companies that provide commercial financing for infrastructure projects and c)
companies that provide good and services to infrastructure projects. The chart below shows the
division between the three groups among questionnaire respondents.

M Infrastructure developers
B Financial services

B Goods & Services providers
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Company Origin

The chart below shows a division of respondents based on their respective country of origin.

M Belgium

B Denmark

M France

B Germany

| ltaly

H The Netherlands
M Spain

m UK

m Hungary
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Complete Questionnaire results

Question 1 How often does your company seek financing from public financing institutions for
projects outside of the EU?

in % of respondents

Several Times a Year

Every Few Years

Once a Year M in % of respondents

Never

0 10 20 30 40 50 60 70 80

ConclusionAllrespondentdo the elite poll indicated that they do seek public financing for
projects outside the EU. The majoritycompanies indicatethat they do this several times per
year.

Question 2 What is the size of your average annual requirement for loans for investment in
countries outside the European Union?

B More than €1 bn
W €500 min
m €100 min

ConclusionTogetherthes® 2 Y LI Yy A Sa NXB |j dzillkeinpydiaddinadciag y € o n
annuallyfor investment in projects in countries outside the Eidre thantwo thirdsof the

respondents indicated that their annuadeds aret y SEOS&4 2F em O0AffA2Y GAl
GKSe8 INB Ay SEOSaa 2F emn O0AffAZYy D
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Question 3 Which type of facility (financing) is most suited for your activities?

M Direct loans
W Guarantees
M Project bonds
M Indirect loans

M Other

ConclusionRespondents requigegreat deal of flexibility when it comes to the typdinancing
facility they requires this is project dependent

Question 4 Which public financing institution is the preferred public financing institution for
your company?

B Export Credit Agencies

B European Investment Bank

® World Bank

M Japan Bank for International
Cooperation

H Inter-American Development
Bank

B China Construction Bank

m Other, outside EU

ConclusionCompanies demonstrate that thapproachdifferent financing partners depending
on the project; however increasinglfnow 44%)these are outside the EU.
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Question 5 Which currency does your company prefer for its loan arrangements?

m US Dollar
B Euro

2% B No Preference
B Chinese Yuan

H Other

ConclusionCompanies indicated that flexibility in the currency of financing is needed as for
major infrastructure and development projects this is always dependent on the specific
circumstances.

Question 6 How do you rate the determining factors in choosing one particular public financing
institution over the other?

Loan conditions (leverage, tenor, margins)
Speed and ease of negotiation and execution
Amount available per project

Other

Geographic cover

Political Risk mitigation

Due diligence requirements

Commercial approach

measure of complications

Environmental and social requirements

0 0,5 1 1,5 2 2,5 3 3,5

B The higher the value the higher the preference

ConclusionCompanies indicated that for major infrastructure and development projects the
determining factors of the financing are project specific. This implies the need for a flexible
mechanisnthat can be adapted to fit the specific project requirements.
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Question 7 Do you believe a new EU facility aimed at financing infrastructure projects outside
of the EU could make your company’s bids for such projects more competitive?

87% of respondentbelieve a new EU facility aimed at financing
infrastructure projects outside of the E
for such projects more competitive.

Selected responses:

One ofthe world's largest electronics and electrical engineering comjemAs an

important step before considering competitiveness, we see definitely a benefit of
involvement of EU financing for projects outside the EU for the following reasons: (i) the
procurement guidelines of e.g. EBRD and EIB give our Customer a cleaceytodan

realistic assessment of the viability of their projects (ii) therefore give our company and the
Customers a chance to invest in project development efficiently and (iii) those procurement
guidelines support our principles in fair competition.

GDFSuezthe world’s second-largest utility company): GDF SUEZdarrently often working
with public financing institutions, such as JBIC afitkKV, that have as primary objective
the stimulation of their own country's interest (whether that be under tnenfof foreign
investment or export). Even if these institutions bring competitive financing conditions for
our infrastructure projects, they impose a business moiteterms of role and benefit
allocation within our partnershipsupon European investafexporters that, above all,
favorises their national interests. Having access to an EU Faunilitsoring what is today
available at JBIC in terms of amounts, conditions, commercial approach, scope of
intervenion, ...- would enable European investdesd our equipment suppliers) to keep
most of the benefits without having to share them with field investors and thus submit
competitive bids with more European content. The mere existence of such an EU Facility
would enable a change in business modgdantnerships that could be more Eldven. It
would alsostrengthenthe European presence abroad.

Gas Natural Fenosga leading energy and services group): We will be more competitive
against otherJapanesgAsian US, .. companies. Currently we are disadvantage in that
sense.

Vestas(the world’s largest manufacturer, seller, installer, and servicer of wind turbines):
Additional funds and risk coverage will benefit wind power projects investments globally
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Question 8 Currently the European Investment Bank (EIB) can only loan 10% of its total lending
activities to projects outside of the EU. Do you believe this percentage, as well as the EIB’s total
budget, should be increased?

Allbuttwo ofther e s pondent s bel i evbudgethaes EI B’ s t o't
well as the percentage of total lending activities to projects outside of the
EU, should be increased.

Selected responses:

Bouygues Constructiofa world leader in building, civil engineering, electrical contracting
and maintenance): It will help our development outside EU, where growth is located at the
moment.

Vestas Non EU based projects can have a positive effect on EU, both regarding
environmental aspects and also the export of EU invented technology and services.

Gas Natural Fenos&uropean companies need help to be competitive in a global world and
the new investments for these companies will be required outside of the EU.

One ofthe world's largest electronics and electrical engineering comEmMany

companies (out of Japan, KareChina) are active in global infrastructure projects and enjoy
strong support by development banks from their respective home country. Therefore it will
be crucial that EIB expands its geographical reach to have a strong footprint in projects
which are srved by European suppliers and their technology.

GDF Sue#5DF SUEZfiscusingits development of large infrastructure projects in emerging
markets as this is where the energy demand growth is located. Our major funding needs thus
arise in markets esséally outside the EU, such as South East Asia, the Middle East, North &
South Africa and Latin & Central America. In addition to this geographic shift, the
infrastructure projects become ever larger, consequently increasing the need for important
debt furding tickets. In this context the role of public financing institutions is gaining
importance, all the more in a market whereby commercial banks are exposed to the

recurring cycles of liquidity crisis and regulatory uncertainty with respect to their projec
finance portfolio. The situation of other European investors is similar.
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Question9: Would your company be more inclined to approach the European Investment Bank
(EIB) for project financing if the EIB’s lending activities outside of the EU were NOT based on EU
external cooperation and development policies?

M Yes

H No

Question 10 Would your company be more inclined to approach the European Investment Bank
(EIB) for project financing if the EIB’s lending activities were not subject to International
Competitive Bidding requirements?

H Yes

H No

ConclusionBoth question 9 and 10 have very divergent responses. On closer analysis many
O2YLI yASa RAR y20 NBIfAAS 2N g6SNBE y20 | g1 NB 21
GKS 9! Qa SEGSNYIt O2 2itss Rirthekndng, withyfegardRBti@S f 2 LIY Sy
International Competitive Bidding (ICB) requirements, these did not appear to be a known

issue for some of the respondents. A number of companies indicated that there are often

differences in the definition, legal interpagion and administration of ICB requirements

between international organisation&oing forward, the key concept that is crucial and that

should be preserved is the promotion of sustainable investments and exports by EU

companies. Contribution of the prajs to the international development of EU investors

and exporters should be the true eligibility criterion instead of a strict legal set of ICB

requirements and policies.
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Question 11 What is missing in today’s product offer (with respect to financing of infrastructure
projects) of public financing institutions?

Selected responses:

Alstom (One of the world’s leading infrastructure equipment and services companies): A

flexible financing institution supporting European exporters / investors to ndajgcanese,

Korean or Chinese financing facilities for example. Such financing institution to provide direct
lending and guarantees (for commercial banks to keep an active role in export projects)
taking a pan European leading role where no individual nati&@uropean ECA can step in

due to the amounts at stake or the cost split of countries of origin concerned :

9 direct loans

I untied loans for investments

1 loanguarantees to support the financing of local costs, advance payment etc.. similar to
MIGA's activities

One ofthe world's largest electronics and electrical engineering comjmn This is
dependentbon the respective institutions. In general, we would apfate also support for
'middle-sized' projects (volume EURI@mM), in countries where commercial financing is

not sufficiently available, and providing a higher percentage of the overall project financing
(> 50%).

Beyond that we would appreciate ovdragreed upon standards (e.g. ter@gonditions,
payment schedules, etc.)

Question 12 To what extent is the requirement for ‘local content’ (in terms of local
subcontractors designated by the finance institution) in your infrastructure projects an obstacle
in obtaining financing from public financing institutions?

Selected responses

Gas Natural Fenos& es, we want to be free to decide the contractors. In many countries the
financing is associated with the country of the contractors.

GDF Sued herequirement of local contentin a context where many of our financings are
based upon a JBIC fundinig obviously an additional constraint today and is to a large

extent determining our business model in some areas. Very specifically, JBIC requires a
substantial participation and role for Japanese investors and/or suppliers. Should an EU
alternative to JBIC be put in place then the European industry could clearly benefit itself from
a local content requirement, thus turning a competitive disadvantatgean advantage.
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Question 13 Would your company be interested in being involved in potential next steps
resulting from the outcome of this questionnaire?

26 respondents indicated an interest in being involved in potential next
steps resulting from theoutcome of this questionnaire

ConclusionOverwhelmingly the majority oéspondentsndicatedthrough the elite poll their
interest in being involved in folleup actions and discussions on this issue. This demonstrates
that the need for an innovative, enhanced and flexible public financing mechanism is of key
importance tothese European businelesders
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