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Rep: 1637/MC 

Purpose of Report 

The purpose of this report is to provide an update on the JESSICA loan fund and 
to request approval to provide Council loan guarantees for successful JESSICA 
supported projects. 

Background 

JESSICA (Joint European Support for Sustainable Investment in City Areas) is a 
commercially-focused repayable urban regeneration loan fund. Utilising ERDF 
funds, it has been matched by the Scottish Government to provide up to f50 
million for eligible projects, of which approximately f 17 million is anticipated to be 
ring-fenced for energy retrofit projects. Repayment of loans will make this a 
“revolving” or “evergreen” fund. 

JESSICA funding is available within European Priority 3 areas within Scotland, 
with 13 Local Authorities, 4 Urban Regeneration Companies, Scottish Enterprise 
and private sector companies in the eligible areas all able to apply. As a result, 
the fund has been significantly oversubscribed with over f200 million of funding 
requests submitted for the f50 million available funding. 

JESSICA will be managed by an Urban Development Fund (UDF) Manager on 
behalf of the European Investment Bank (EIB). The procurement process for the 
UDF Manager is almost complete, with a consortium led by Amber Infrastructure 
being the preferred bidder. It is anticipated that the Scottish Government will 
complete their due diligence process regarding the appointment of the Amber led 
consortium as UDF Manager by the end of October 201 1 with an announcement 
in early November. Following their appointment as UDF Manager, Amber will 
confirm the first tranche of projects in time for the formal launch of JESSICA in 
Scotland. 

JESSICA Projects 

JESSICA does not have a formal application process. Instead, there is a 
negotiated process with the UDF Manager based on both eligibility and viability. 
There are currently seven projects under consideration, each at various stages of 
development: - 

0 Dundyvan Industrial Estate - owned and led by Fusion Assets / CBC 

Drumpellier Business Park - owned and led by Fusion Assets / Ogilvie 
Joint Venture; 

Group Joint Venture; 
0 
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3.2 

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

Assets; 

Regeneration & Infrastructure Services; 

0 Chapelhall Industrial Units - currently privately owned, but led by Fusion 

0 Cumbernauld and Motherwell Social Enterprise Centres - led by 

Lanarkshire Enviropark - led by Regeneration & Infrastructure Services; 
Retrofitting of social housing with PV - led by Housing and Social Work 

0 

0 

Services. 

It is understood that Amber has identified a limited number of potential projects to 
receive a first tranche of JESSICA loan funding. Two of the projects under 
consideration were submitted by Regeneration & Infrastructure Services - 
Dundyvan Industrial Estate and Drumpellier Business Park, which will both be 
delivered by Fusion Assets in partnership with the private sector. This would 
represent North Lanarkshire securing an initial investment of some f2.65m of 
JESSICA finance as well as levering a further f0.7m of private sector funding. 
Further NLC and Fusion Assets projects continue to be developed with a view to 
targeting future phases of JESSICA funding. 

3.3 For the Dundyvan and Drumpellier projects currently being considered for 
potential JESSICA funding, the rate of loan interest is crucial in making these 
developments viable. Access to a lower rate of interest is available if the Council 
and the private sector parent companies provide a formal guarantee. The 
mechanism for this is set out in Section 4 below. 

4. Corporate Considerations 

4.1 At the Regeneration Services committee of 1 8‘h March 201 1, in-principle approval 
was given for NLC to provide loan guarantees for JESSICA projects to be 
delivered via Fusion Assets and its joint venture subsidiaries. The in-principle 
approval is dependent on Finance and Customer Services’ review of the specific 
JESSICA loan terms. 

4.2 The cost of JESSICA finance for the Dundyvan and Drumpellier projects will be 
determined to some extent by the final detail of how the finance is structured and 
drawn down but, as an indication, borrowing with the benefit of a strong covenant 
or Council guarantee may attract a rate of 4.5% pa. Without the benefit of a 
Council guarantee (which is matched by a private sector parent company 
guarantee) a higher rate of borrowing would normally be applied to a special 
purpose vehicle or start up company, such as Fusion Assets, to reflect its weaker 
covenant. This would translate to an extra f 100,000 cost in finance terms on the 
Dundyvan project and more than f20,000 for Drumpellier 

4.3 The benefit of the Council loan guarantee is that it makes the overall 
development more financially viable, reduces loan costs to Fusion Assets and 
frees up limited capital resources to allow the company to invest in a greater 
number of projects, with resultant physical regeneration and job creation outputs. 

4.4 The loans would be repaid by Fusion Assets and its respective development 
partners. If a project was unable to meet the debt repayment costs, it would be 
the responsibility of Fusion Assets and the development partner to service the 
debt from their funds. Only in the unlikely event that both Fusion Assets and the 
development partner were unable to meet the commitments would the Council’s 
guarantee be called on. 
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The risk to the Council is considered to be very low but cannot be fully assessed 
until the final development appraisal is in place and the terms of JESSICA 
finance is confirmed. 

The timing of the confirmation of final details of the loan and the deadline for 
approval of the loan mean that committee approval of the projects cannot be 
obtained in advance. Therefore, it is requested that authority should be delegated 
to the Chief Executive to approve the use of a Council guarantee, subject to 
receipt of the finalised JESSICA loan offer and preparation of finalised 
development appraisals for the individual projects. 

Big Lottery Fund - JESSICA Trust 

The Scottish Community Foundation has been confirmed as the preferred 
candidate to establish the parallel Big Lottery JESSICA (Scotland) Trust. The f15 
million fund is expected to invest in projects complementary to the main JESSICA 
fund that create opportunities for local people and community-led organisations; 
to develop locally owned, led and controlled assets that lead to local 
regeneration. Further information, including detailed eligibility criteria, has not yet 
been published. 

This funding stream is not anticipated to be available until financial year 201 211 3. 
Regeneration & Infrastructure Services will continue to seek access to the fund, 
in particular for the potential development of two new Social Enterprise Centres in 
Cumbernauld and Motherwell along the same lines as the successful One 
Wellwynd project in Airdrie. 

Recommendations 

It is recommended that Committee 

(i) Note the progress of those projects that continue to be developed with 
regards to potential JESSICA funding opportunities; 

(ii) Authorise the delegation to the Chief Executive, following consultation with 
the Vice Convenor of Regeneration and Convenor of Policy & Resources 
(Finance and Customer Services) Sub Committee, to approve the use of a 
Council loan guarantee with regards to those projects being pursued by 
Fusion Assets. 

& Infrastructure Services 

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