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Purpose of Report 

The purpose of this report is to provide an update on the JESSICA loan fund and pre-call 
applications submitted in August 2010. 

Background 

JESSICA (Joint European Support for Sustainable Investment in City Areas) is a new 
policy initiative of the European Commission, supported by the European Investment 
Bank and Scottish Government. JESSICA is a repayable urban regeneration loan fund 
where the investment can take the form of loans, equity or guarantees. JESSICA seeks 
to help authorities in the Member States to “exploit financial engineering mechanisms to 
support investment in sustainable urban development in the context of cohesion policy”. 

A new administrative structure is being established to manage JESSICA in Scotland. 
This structure has a number of complexities, with some outstanding issues still to be 
resolved. The European Investment Bank (EIB) is the Holding Fund Manager, which will 
manage funds allocated to JESSICA. An Urban Development Fund Manager (UDF 
Manager) will be competitively procured by the EIB and Investment Board, to manage the 
delivery of loans to individual projects. 

Funded by residue ERDF, JESSICA must meet the requirements of this fund. Refined 
criteria within these eligibility parameters can also be established either by Member 
States or the successful UDF Manager, reflecting local issues and/or market drivers. 

JESSICA in Scotland 

The Scottish Government announced in July 2010 the intention to set up a f50m Holding 
Fund, in partnership with the EIB. Initially, this fund has been established at a national 
level, allowing the full fund value to be drawn down. The Scottish Government requested 
that pre-call applications for potential projects be returned by 6‘h August, in order to inform 
the procurement process for the UDF Manager. 

Alongside the ERDF criteria, only outline guidance was provided for the pre-call 
application deadline, therefore a number of eligibility and structure details remain unclear. 
This includes whether the full f50m will be released at one time or in phases; and 
whether equal match funding will be required at project level. JESSICA is anticipated to 
fund large-scale urban regeneration projects of a minimum f 1 m value. As well as being 
repayable, it is also expected that there will be a return on the investment, although 
smaller than would be required to gain commercial investment. This requirement to 
provide a return does however focus JESSICA as an option for revenue generating 
projects only. 
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Previous timescales for JESSICA have slipped, however currently key datedstages are: - 
- 
- 
- 
- 

- 
- 
- 

Pre-call submissions 6* August 2010; 
Applicant workshop/information session November 201 0; 
Re-submission of pre-applications, date TBC post workshop 
Establishment of Investment Board June-October 201 0; board involved in 
investment decisions with EIB; 
Selection of UDF Fund Manager, December - February 201 1 ; 
First round of investments, June 201 1 onwards; 
All costs incurred by 201 5. 

Pre-Call Applications 

Following internal workshops with various Services, five pre-call applications were 
submitted by Regeneration Services on behalf of NLC, with developments at varying 
stages. It is anticipated that Fusion Assets will lead on a number of these developments, 
making use of their financial resources and company structure. Applications are: 

4.1.1 

4.1.2 

4.1.3 

4.1.4. 

Industrial Estates Portfolio 

A portfolio of industrial sites in Bellshill, Coatbridge, and Cumbernauld within 
established locations has been identified and discussions ongoing with the owners 
of individual sites regarding acquisition. This project would involve the 
development of these sites by Fusion Assets, in partnership with the private sector 
owners/developers. 

There is the possibility of developing a complementary small business centre/ 
social enterprise centre in Cumbernauld, building on the success of the One 
Wellwynd project in Airdrie. 

Drumpellier Business Park - Phase 1 

This project is intended to provide loan finance for the construction of the first 
phase of development at Drumpellier Business Park, Coatbridge. The site is 
owned by DBP LLP - a joint venture between Ogilvie Developments and Fusion 
Assets. 

Ravenscraig Innovation Centre 

NLC Regeneration Services in partnership with Motherwell College are examining 
the feasibility of developing a high-quality office and hospitality centre within 
Ravenscraig to attract small businesses, including the social enterprise sector. An 
outline business case is currently underway for this project, in collaboration with 
Motherwell College. Wilson Bowden has the first option to undertake any 
developments at Ravenscraig and a meeting has been arranged to discuss 
potential early development opportunities. Should Wilson Bowden not seek to 
undertake this project, then Fusion Assets could deliver it alone or through a joint 
venture. 

Lanarkshire Enviropark 

The EnviroPark concept is based around the clustering and integration of energy- 
sharing industries, thereby minimising their requirement for externally provided 
energy. The proposition is based on research undertaken by NLC in 2007 along 
with current high levels of market enquiries seeking suitable sites. The JESSICA 
project would involve site servicing and common infrastructure works for, an as yet 
unidentified site. Initially it is anticipated that NLC will lead on this activity. 
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This project is being led by Property Services who would seek to refurbish two 
existing blocks which are no longer fit-for-purpose and require full upgrade to 
respond to the current market demand for smaller (c200 sqm) units for the small 
business. The refurbished units will improve the local stock, meeting demand, 
thereby enabling business activities and related local regeneration. The viability 
of this project proceeding will be determined by the opportunity to secure match 
funding. 

It is expected there will be the opportunity to submit both updated pre-call applications 
and additional projects after the Scottish Government workshop in November 201 0. 
Additional options being investigated include the commercial viability of retrofitting social 
housing with energy-efficiency measures. In the interim, projects will continue to be 
refined; including deciding which projects are suitably developed to proceed to the next 
phase. 

Urban Development Fund Manager 

NLC has been approached by a number of organisations seeking to establish a 
consortium, to bid as UDF Manager. To date these approaches are from successful UDF 
applicants in England and Wales and include innovative approaches to lever in additional 
loan funding to the JESSICA funding pot. 

There are considered to be potential benefits and constraints in entering into a 
consortium bid to JESSICA: - 
- The opportunity for NLC to be involved in establishing the refined priorities for the 

JESSICA fund in Scotland. However, this is likely to be influenced by the 
geographical influence of the UDF and would not guarantee an increased share of 
funding, which will be commercially driven. 

- The potential to lever in additional funds through third-partiedbanks. However 
these funders will bring their own investment criteria and may not facilitate more 
commercial funds beyond those that NLC and Fusion Assets could independently 
access. 

Applicants are looking for quick-wins in order to sustain the fund beyond the 201 5 period. 
Taking a very commercial approach to the fund has the potential to make it a long-term 
resource for all local authorities. However, a very commercial approach will require 
projects, and to some extent the market, to perform strongly, in order to pay back their 
loan in only a few years. This may undermine the opportunity to respond to market- 
failure developments in the first instance. 

Conclusion 

It is hoped that JESSICA funding will provide an opportunity for NLC and Fusion Assets 
to develop regeneration activities with minimum grant funding. However, it is 
acknowledged that the funds available across Scotland will be limited and the projects will 
be required to demonstrate commercial viability. It is understood that on the basis of the 
pre-application submissions that the fund is likely to be substantially over subscribed. 

The UDF Manager role will be important in determining which projects will be funded. 
The potential to be involved in a consortium bid in establishing the UDF provides an 
alternative route for consensus across Scotland, while recognising that it may not improve 
the potential for NLC to implement regeneration activities in the short term. 
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Corporate Considerations 

Funding has been committed from the External Funding Project Development Support 
budget to establish the business case for projects. There are no further corporate 
considerations at this stage. 

Recommendations 

It is recommended that Committee: - 
0 Note the actions undertaken in taking forward the JESSICA pre-call 

applications; 

ii) Authorise the continued development of projects, refining as possible to achieve 
eligibilityhiability for JESSICA application; 

iii) Authorise continued discussions with UDF Manager applicants in establishing of a 
consortium bid, for the benefit of North Lanarkshire. 

aureen McCohachie 
of Regeneration Services 

Local Government Access to Information Act: for further information please contact Lynne Ward, 
Development & Funding Officer, Tel: 01 698 302 843. 


