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1. Purpose of Report 

1 .I The purpose of this report is to provide an update on the JESSICA loan fund and 
the progress of NLC projects. Committee is also asked for in-principal approval to 
offer NLC loan guarantees for any successful JESSICA supported projects. 

2. Background 

2.1 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 (EIB) and Scottish Government. Matched from ERDF, 
JESSICA is a repayable urban regeneration loan fund where the investment can 
take the form of loans, equity or guarantees. As well as being repayable, it is 
also expected that there will be a return on any JESSICA loans. Whilst this 
return is anticipated to be smaller than required to gain commercial investment, it 
demonstrates that JESSICA is focused on commercially viable projects. 

2.2 A new administrative structure is being established to manage JESSICA in 
Scotland. The EIB is the Holding Fund Manager, which will manage funds 
allocated to JESSICA. An Urban Development Fund Manager (UDF Manager) is 
in the process of being procured by the EIB, with up to three consortiums 
successfully through to the second phase of this procurement process. It is 
anticipated that the successful UDF will be appointed by the summer. Once 
appointed, the UDF Manager will have the authority to approve viable projects for 
JESSICA funding. 

2.3 A f50 million JESSICA loan funding will be made available across Scotland 
although the UDF bidders have all sought to lever in additional private sector 
finance to gear up the JESSICA loan finance. Approximately f 17 million of the 
fund is anticipated to be ring-fenced for relevant sustainable projects, including 
retrofitting of social housing. 

2.4 Regeneration Services initially submitted five pre-call applications to the Scottish 
Government in August 6* 201 0, totalling 8 individual projects. A number of these 
projects are being developed by Fusion Assets, NLC’s arms-length property 
development company. If successful, the JESSICA investment to these projects 
would be via Fusion Assets. 



3. JESSICA Projects 

3.1 Since the initial submission, projects with potential to receive JESSICA funding 
have continued to be developed and their viability reviewed. Two projects have 
subsequently fallen out - one promoted by NLC Property Services at Netherton 
Industrial Estate, Wishaw and the other at Ravenscraig, jointly promoted by NLC 
and Motherwell College. The remaining projects are at different stages of 
development, with Drumpellier and Dundyvan furthest advanced with indicative 
loan offers of some f2.7m already in place: - 
0 

0 

0 

0 

Dundyvan Industrial Estate - privately owned but led by Fusion Assets; 

Drumpellier Business Park - owned and led by Fusion Assets / Ogilvie 
Group; 
Social Enterprise Centres - led by Regeneration Services; 
Lanarkshire Enviropark - led by Regeneration Services. 

0 Orchardton Industrial Units - NLC owned but led by Fusion Assets; 

3.2 Additionally Regeneration Services are providing support to Housing & Social 
Work Services to investigate opportunities to retrofit social housing with green 
technologies. A desktop feasibility study is underway, which will provide initial 
data on viable property types and potential financing models. 

4. Urban Development Fund Manager 

4.1 Regeneration Services has met with all the prospective UDF Managers, to 
promote the projects that could be eligible for JESSICA funding and understand 
the approach being taken by each Manager. Initial meetings would suggest that 
the UDF Manager is seeking well-developed and ready-to-go projects for the first 
tranche of funding. This reflects both the need to have the fund defrayed by 
201 5 and the commercial slant on the fund. 

4.2 Regeneration Services continues to meet with the remaining bidders to ensure 
NLC can take full advantage of this fund and have submitted letters of support in 
return for indicative funding offers. 

4.3 One of the issues that has emerged from the discussions on the indicative loan 
offers is the cost of finance to the projects. Since the Drumpellier and Dundyvan 
projects are being promoted through Special Purpose Vehicles (SPVs) they are 
subject to higher finance costs. It has been highlighted that the potential to have 
any project loans to SPVs guaranteed by the council would improve the terms of 
any offer. Financial Services have confirmed that such an arrangement is 
possible, but would wish to see a detailed development appraisal and market 
assessment prior to any final decision. As such it is requested that Committee 
give approval in principal subject to Financial Services’ consideration of individual 
projects. 

5 Big Lottery Fund - JESSICA Trust 

5.1 In parallel to the establishing of the JESSICA UDF, The Big Lottery is in the 
process of establishing a f15 million JESSICA (Scotland) Trust. The fund will 
invest in complementary projects that create opportunities for local people and 
community-led organisations to develop locally owned, led and controlled assets 
that lead to local regeneration. The Scottish Community Foundation has been 
appointed as the preferred candidate to set up and run the Trust. The fund is 
projected to be established by the end of 201 I. 
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The detail of how the fund will be managed and its criteria are not yet available. 
It is however understood that the funds may be paid in the form of grants or 
loans. Regeneration Services would seek to access this grant for the potential 
development of two new Social Enterprise Centres in Cumbernauld and 
MotherwellNVishaw along the same lines as the successful One Wellwynd project 
in Airdrie. 

Conclusion 

Regeneration Services continue to develop a number of regeneration projects 
that will successfully meet the regeneration aims of the Council and the JESSICA 
criteria. The need to maximise any loan terms may require a loan guarantee 
from the Council. 

Corporate Considerations 

A budget to establish the business case for projects has been committed from the 
Capital Leverage Fund. It is requested that a loan guarantee is provided to the 
projects, the details of which will be subject to the agreement of Financial 
Services and further reports to Committee. 

Recommendations 

It is recommended that Committee 

Note the actions undertaken in discussions with the prospective UDF 
Managers; 
Note the projects that continue to be developed, with JESSICA funding 
being pursued; 
Approve in principal, the underwriting of JESSICA loans made directly to 
any Special Purpose Vehicles; 
Authorise discussions with the Big Lottery, to access the new JESSICA 
Trust Fund. 

M&reen McCobachie 
Head of Regeneration Services 

Local Government Access to Information Act: for further information please contact Lynne Ward, 
Development & Funding Officer, Tel: 01698 302 843. 


