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EXECUTIVE SUMMARY

. JESSICA INITIATIVE IN SICILY

JESSICA — an acronym for Joint European Support for Sustainable Investment in City Areas, is an
initiative of the European Commission, in collaboration with the European Investment Bank (EIB) and
the Council of Europe Development Bank (CEB), to promote the development of financial
engineering mechanisms — such as Urban Development Funds (UDF) and Holding Funds (HF) — in
order to support sustainable projects, growth and employment in urban areas.

Thanks fo this initiative, the Managing Authorities of the Member States of the European Union have
the power to decide to invest part of the allocations of the Structural Funds to sustain financial
engineering mechanisms that can make repayable investments in favour of partnerships between the
public and private sectors, or any other party both public or private, involved in projects that are part
of an “integrated plan for sustainable urban development”.

JESSICA is therefore not an additional source of funding for Member States, but an alternative
instrument to handle the allocations of the Structural Funds, whose purpose is to generate a lever
effect to create additional funding resources from the European banking or private sectors, to
support processes of sustainable urban development in European cities.

In addition, the revolving financing mechanism used by JESSICA offers the opportunity to transform
currently available funds, deriving from Operational Programmes, into a permanent source of
financing, which may be subsequently reused for new urban development programs. This advantage
appears even more evident in reference to the Member States that will have their EU outright grants
curtailed during the next programming period.

The ERDF Operational Programme 2007-2013 of thedRegSiciliana, includes a Priority Axis
within its own structure,Priority Axis VI, specifically dedicated to sustairable urban
development,and anexplicit statement concerning the possible use dfi¢ JESSICA initiative
by the Managing Authority to enact the urban pekotontained in this Priority Axis.

The initiative was formally launched in Sicily d® November 2009, the day that the EIB and
the Sicilian Regional Government signed a Funding greement with the purpose of creating
a Regional JESSICA Holding Fund to be managed and administered by the EIB, withiich it
would take the form of a “separate block of findince

The constitution of the Regional Holding Fund waad possible by the contribution of financial
resources from?2 Actions of the ERDF OP- for a total of € 148,068,359.00 — four of whielfier

to Priority Axis VI, and the rest to Priority Axis(Networks and connections for mobility), Il
(Efficient use of natural resources) and Il (Entement of the cultural identities and the
environmental and landscape resources for toutisiciiveness and development).

This is the context in which this Study has beevettged, with the purpose of accompanying the
Regione Siciliana in the process of implementingSEA, selecting the best modalities and
suggesting the actions to undertake to make théamézm itself work best.
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The objectives of the Study are, in fact, as foow

@ the quantification and qualification of the expexssand potential demand for JESSICA
investments in Sicily

® the definition of the potential architecture of J#GSA in Sicily, in terms of the articulation
and typology of the Urban Development Funds todrestituted

@ to determine any critical areas and/or obstacléhdamplementation of JESSICA, in light of
the comparison between the potential demand folSIES investments and the financial
resources converging into the Holding Fund ( amdréfative Activities of the original ERDF
OP), and to analyze the different solutions thagjhhibe implemented to favour a more
effective and fluid operation of the mechanism

® to analyze the procedure for including the JESSI@8jects in the Integrated Urban and
Regional Development Plans (PISU and PIST) in otdadentify any critical areas and to
suggest the corrections that the Regional Admatisin should make to help local
government bodies in their applications for JESSfGrAding.

® toillustrate a typical process of construction foojects to be financed through the JESSICA
mechanism

® to conduct an analysis of the feasibility of sixeséed pilot projects, urban renewal projects
that are representative of the projects currerdlpdpdeveloped

® to simulate the financial results of the Urban Depment Funds (UDF) and the Holding
Fund (HF).

This Document also includes as an appendixthely “Implementation of JESSICA in Sicily:
legal profiles” - commissioned by the EIB to the law firm Studiogh&e Associato NCTM —
whose purpose is to examine a series of legal $sgmlved in the implementation of the
JESSICA initiative in Sicily.

[l. SUSTAINABLE URBAN DEVELOPMENT IN THE ERDF OP SICILY 2007-2013

The structure of the Operational Program of the ERID07-2013 for the Regione Siciliana,
approved by European Commission Decision N. C(2049 dated 7 September 2007 — is
divided intoseven Priority Axes The seven Priority Axes are declined in Specific gectives,
each divided into Operational Objectives, subdivide into Activities.

As highlighted earlier, the Priority Axes of the @ational Program include one priority axis,
PRIORITY AXIS VI , specifically dedicated to sustainable urban developent, the general
objective of which is “to promote economic devel@t) the capacity for attraction and innovation
of the city with a view towards sustainable devatept and social integration”.

This Axis, which therefore represents the primary planningexirwithin which to proceed with
the implementation of JESSICA in Sicily, contaims Activity specifically dedicated to projects
of sustainable urban development that may be finared with the JESSICA mechanism,
though the use of the JESSICA mechanism is spabiifilcluded in the Operational Program for
the enactment of urban policies included in theesmiority Axis.

PRIORITY AXIS VI was assigned 11% of the total financial resources of the Programme.

If on the one hand the amount of these resourcpeaap undersized with respect to the general
objective of the Priority Axis, on the other handis important to underlinghat urban
development is a common factor pervading the entir®perational Program, given that all the
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other Priority Axes include Actions that can cdoirte significantly to regional urban development.

In this sense the Guidelines for the enactmentRIORITY AXIS VI state that the process of
enactment of the Priority Axis itself <gust be viewed in relation to the enactment ofatiner
Priority Axes of the ERDF OP — in particular theesnthat benefit the Local Governments — taking
into account the quantification of the allocategdwoarces which, overall, are more congruous to
the effectiveness of the strategies of innovatind eompetitiveness, compared to the limited
amount of resources allocated to PRIORITY AXIS VI>>

Urban development therefore represents a genejattoke and an aspect that runs through the
entire Programme, as demonstrated by the facttileat ESSICA Holding Fund of the Regione
Siciliana was constituted with resources derivirant several different Priority Axes and by the
circumstance that one of the instruments of implgatéen of Priority Axis VI is the inclusion of
Actions belonging to other Priority Axes of the BER OP, which will contribute to financing
urban and regional development projects, includeithé Integrated Plans for Urban Development
(PISU) and for Regional Development (PIST).

These Integrated Plans, in fact, are the instrusnembsen for the implementation of Priority Axis
VI and respond to the definition of “integratedmpfar sustainable urban development”, the plan in
which a project must be included in order to bgikele to apply for JESSICA investments.

In particular, the procedure for the enactment mbrRy Axis VI establishes that thetegrated
Plans for Regional Development (PISTinust be developed by Regional Coalitions, whiclhemat
municipalities of any size (both large and smadljonging to territories that are complementary in
terms of allocation and vocation (the so-callecaaref regional re-composition). The PIST must
necessarily include théntegrated Plans for Urban Development (PISU) which are the
Integrated Plans developed by provincial capitalg anunicipalities with more than 30,000
inhabitants, and which must be coherent with tt®TRhey are included in.

The entire process therefore refers to the capatitities to work in a network with other regional
groups, complementary in terms of allocation andation, and attributes a critical role to the
larger cities, without which the entire operatian the reinforcement of regional cohesion and the
capacity for negotiating projects that transcerelltdtal level with regional Authorities would be
undermined.

In reference to JESSICA, the procedure for the é@mgntation of Priority Axis VI establishes that
the PIST must include, among others, projects for hban development and public-private
partnership (PPP) initiatives, to be funded with resources from the Urban Development
Funds activated thanks to the JESSICA initiative

The “JESSICA projects” must therefore be cohereitit the strategy of the PISU/PIST they are
included in, and with the JESSICA Actions which &asontributed to the constitution of the
Holding Fund.

The process of developing and presenting the latedrPlans takes place in three successive
phaseScharacterized by a procedure of negotiation/ass&ss which includes verifying eligibility
and assessing both the Integrated Plans as a vemalehe individual operations it consists of. The
internal coherence and the correspondence to fleetites of the regional strategy for sustainable
development is ascertained by the Regional AutiesritThe negotiation/assessment procedure,
which is activated in each of the various phasesjyres a final output that consists in a ranking
of merit for the operations eligible for outrightagts, to be attributed to the Activities of Prigri

! “First preliminary window” (deadline for the pesgtation of the documentation: 15 April 2010); “Ged

window” (deadline for the presentation of the doemtation: 19 July 2010), “Third window” (deadline
for the presentation of the documentation: 31 May13.
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Axis VI and other Priority Axes of the ROP that Wiinance the operations included in the
Integrated Plans (PISU and PIST).

On this subject, it must be underlined that ffeSSICA operations — those that apply for
revolving or reimbursable investments and not for atright grants — are not subject to the
above-mentioned negotiation/assessment procedure. olWever their inclusion into the
Integrated Plans for urban and regional developmen{(PIST and PISU) are the premise for
their access to the selection and financing procedel conducted by the UDFE It must be
emphasized that this list of projects may be améradel added to by the Regional Coalitions in
relation to specific operational requirements aginggon with the UDF even after the presentation
of the Integrated Plans, according to procedurdé® testablished by the Regione.

[Il. THE PLANNING PROCESSES AND URBAN PROJECTS UNDER WAY (THE PERSPECTIVE OF
JESSICA)

In order to quantify and qualify the potential and expressed dmand for JESSICA
investments in Sicily,it was deemed important to conduct an analysib@fallowing aspects: (a)
the urban renewal market, and the capacity of i&ciLocal Governments to manage “complex
urban development programs”; (b) the involvemenpuovate parties in the processes of urban
renewal; (c) the projects developed by Siciliandldsovernment.

Overall, in the most authoritative national rankin§icilian cities generally place among the worst
performances in terms of quality of life and seegic Nevertheless, the prevailing scenario in
Sicilian cities nowadays is actually much more efiéhtiated and, above all, characterized by a
certain dynamic quality. In fact many Sicilian e#ihave made a systematic and continuous effort
over the past two decades — thanks to the experiehthe ‘tomplex programmes” of urban
development both national (promoted by what was then the Migi of Public Works), and
European (for example the URBAN | and URBAN Il Coomity Initiative Programmes) - to
conduct important urban renewal processes, whigk had a positive impact on the quality and
efficiency of urban systems. In particular, thougkre has been no definitive solution to serious
problems such as air pollution, traffic congestwnwaste disposal, much has been done by Sicilian
cities to regenerate and revitalize historic citgnttes, which in most Sicilian cities are
characterized by the concentration of valuablestctiand architectural assets. These processes
have generally been effective in pursuing the twbjective of regenerating situations of social and
economic blight, and in restoring and opening inguatr assets of the artistic and architectural
heritage; this has considerably increased theél lef/attraction, and as a corollary, the compsiti
edge of these cities. This systematic effort has fleough not everywhere and not always in a
linear fashion, to a growing interest on the pdirpravate investors in project typologies that are
increasingly compatible with processes of sustdiakban development, such as the restoration
and refunctionalization of historic buildings.

Finally the management of complex and integratedamrdevelopment programmes are an
opportunity for the construction of partnershipsthbinter-institutional and public-private, though
the latter have found complete expression onljhé“iore virtuous” local contexts.

In reference to the planning initiatives expresbgdicily, an examination was conducted of the
projects included in various municipal planning tinments, primarily theStrategic Plans
(municipal and inter-municipal), chosen by the ERDIP Sicily 2007-2013 as the primary
reference for the definition of Integrated Plans Wfan and Regional Development. The
examination of many of the planning processes ili& municipalities led to a selection of
projects that could be transformed into “jessicaii¢erventions, which were then grouped into
thematic categories.

ECOSFERA S.P.A.



Subdivision of the projects per thematic area (synthesis chart)

% of total
projects | Resources | % of total

relative to | requested | resources CF? Sf. per

the same 0 /Min requested D?,\I/‘eld
Theme n

N. projects Average
complete
with cost

estimate

N

THEME Selected | % of total
projects

A= Evieamenil denup e 24 18% 17 71%  1.502,312 56% 88,37
Waterfront regeneration

B - Conversion of historic and

industrial buildings and 67 49% 45 67% 931,98 35% 20,71
brownfields

C - Energy efficiency, renewable 10 7% 8 80% 56,086 2% 7,01
energy, waste management

D - Sustainable urban mobility 23 17% 13 57% 85,461 3% 6,57

E - Support strucfures for 4 3% 4 100% 58,55 2% 14,64
entrepreneurship

F- Infras’rrgcfure for sports and 9 79 7 78% 33,026 1% 4,72
recreation

Total 137 100% 94 69% 2.667,415 100% 28,38

Theme A presents the greatest demand for economic resquytesn the complexity and the
significant costs that on the average are involueithe regeneration aVaterfronts whereas there
is a clear numerical predominance of interventiolessified underTheme B, which may be
explained by the marked interest of Sicilian Mupédities for regenerating and repopulating the
historic centres of their cities.

The demand for resources classified untleeme Cappears underestimated, given that many of
the projects for the restoration of historic andustrial buildings (Theme B), often include a
component involving energy efficiency, energy sggiand energy production.

The demand for resources for projects classifiedeumheme Dis also underestimated, because
only a small percentage of the projects selecteédallg have a cost estimate, and because this
estimate does not include the planning componeatscan generate revenue.

Themes E and Fgather the smallest number of projects. In the chsSgheme E, this is because
the selection was based on the existence of dewelopand urban renewal components in the
project. In reference to Theme F, despite a sicgilfi number of projects for the construction or
renovation of sports facilities, the projects weedected among those that, within their complexity,
could potentially include components that generateme.

IV. ACTIONS TO EASE JESSICA'S IMPLEMENTATION IN SICILY

The JESSICA regional Holding Fund (HF) was consiluwith financial contributions linked to
12 Actions associated with 4 Priority Axes (L,I1,1l,VI) of the ERDF Operational Programme
2007-2013 of the Regione Siciliana

The involvement of the JESSICA mechanism in su¢arge number of Actions associated with
different Priority Axes, is primarily due to thessdmce within the Operational Programme of one or
more actions dedicated specifically to projectbedunded through the JESSICA mechanism, and
to the fact that “Sustainable Urban Development’,wthich Priority Axis VI is specifically
dedicated, is in fact a theme that pervades theedPtogramme.
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This state of affairs, along with other particulactors of the ERDF OP of the Regione Siciliana,
entails the following constraints and complicationsin the operation of the JESSICA
mechanism

a) a) the specificity and level of detail in the ‘sedpf the individual Actions involved represent
an obstacle to JESSICA investments in projectsdbatot correspond precisely enough to the
area of application of the Actions themselves;

b) b) the fragmentation of the financial resourceshe Holding Fund into multiple Actions
creates rigidity in the JESSICA investments whigistead of being oriented exclusively
towards the real demand expressed by the regiost aiso take into account the financial
resources available for each Action;

c) c) each Action has different “Eligibility Requiremts” and “Selection Criteria”, which are
often very specific and detailed, incompatible wiitle need for flexible project management
through the JESSICA mechanism, and requiring tiatvarious components of a “jessicable”
project, which as part of an integrated plan ofaarbr regional development can be complex
and multi-sectorial, comply with a series of corafis.

d) d) The Actions involved specify different benefités, which do not always includeocal
Government or public private partnership®iPP), which, on the contrary, within the “Public
Advisory of the second phase” relative to the impatation of Priority Axis VI, are identified
as beneficiaries of the JESSICA investments...

This has led to a reassessment of the idea ofargiig the current configuration of the financial
resources conferred to the Holding Fund, both rmseof their division among Actions and in
terms of the creation of new and more generic JEASActions that, compared to the present,
could be applied in more flexible situations anéréiore encourage the use of the JESSICA
mechanism.

In this sense, it should be noted that the fact tie Document of the Operational Programme
specifies the Actions (called activities in the Gfp which the operational Objectives are divided
and lists the beneficiaries by Priority Axis, ce=mata barrier to the addition of a new Activity
specifically dedicated to JESSICA inside the PtyoAxes, to any change in the names of the
Activities or to the inclusion of additional bengéiries in the lists per Priority Axis already hmet
Programme.

In light of the above-mentioned possible criticalrts, a series of possible strategies have been
developed in detail to improve the operation of JESICA in Sicily.

The following two options have emerged, each ofclwhian be structured differently as illustrated
in the table below:
® OPTION A — Amendment to the ERDF OP

D Al - Amendment to the ERDF OP and creation of é&S8JE& Action in Priority Axis VI

D A2 - Amendment to the ERDF OP and creation of rtizaia one JESSICA Action (1 Action

for each of the Priority Axes involved — I1,11,M])
® OPTION B — Amendment only to the document “Requisiés of Eligibility and Selection
Criteria”

D B1 - Amendment to the document “Requisites forikiliy and Selection Criteria” and the
simultaneous cutback in the Actions that have coederesources to the HF

D B2 - Amendment to the document “Requisites forikility and Selection Criteria” with no
imminent changes to the “configuration” of the HF.
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The different amendment OPTIONS for better operativeness of the JESSICA mechanism in Sicily

OPTION B1
Amendment to the document “Requisites of Eligibility and Selection Criteria” and the simultaneous
cutback in the Actions that have conferred resources to the HF

OPTION A1l
Amendment to the ROP and creation of a single JESSICA Action

Advantages: Advantages:
= Offers maximum flexibility in the use of the resources that have been concentrated in JESSICA by the = Does not require a change in the ROP and therefore the required Decision by the European
UDF, both in terms of the selection of the projects and in reporting expenditures. Commission (shorter and less complex procedure than Option A)
= |t does not alter the current balance of governance: the Regional departments that are part of the = Makes it possible to concentrate resources on Actions that are easier to use for investing in “jessicable”
Investment Board of the HF will also, jointly, serve as the Centre of responsibility for the new Action projects
Disadvantages: Disadvantages:
* |mplies a complex process to modify the ROP — which includes the reconfiguration of the structure of = Does not allow full flexibility in the use of resources by the UDF
the programme (introduction of a new Action) and amendments to the Financial Plan (shifting = Limits operativeness in terms of the typology of projects that can be invested in
significant resources between Priority Axes) — which appears as “reprogramming” = (possible) limitations fo the operativeness in terms of the typology of beneficiaries
= |t loses the multi-axis approach to sustainable urban development, as the across-the-board objective of = = requires a periodic recourse to “financial reformulations” between Actions that have conferred
the Program. resources to the HF, or integration/substitution
= Lengthy process to complete the procedure and obtain a Decision from the European Commission. = alters the current balance in governance in the case of substitution or integration of the Actions in the

HF that refer to different Regional Departments, and in the case of variations in their relative financial
conferral to the Fund.

OPTION B2
OFTION /2 Amendment fo the document “Requisites of Eligibility and Selection Criteria” with no imminent
Amendment to the ROP and creation of JESSICA Actions in all the Priority Axes mendment o the document “Requisties of tigIbt ity and SeTSciion end ™ Wil Ao IMminent
amendments to the configuration of the HF
Advantages: Advantages:
= ample flexibility in the use of the resources conferred to JESSICA thanks to the creation, within all the = does not require amendment to the ROP and therefore a specific decision by the European
Priority Axes involved (I, Il, Ill, VI) of specific easy-to-use Actions Commission (a shorter and less complex procedure than in Options Al e A2)
= The amendment of the ROP has relatively less impact than in Option A1, because it does not require @ ® postpones the reduction, substitution, integration of the Actions that have conferred resources to the
reformulation of the financial Plan (no resources need to be shiffed between Priority Axes) Fund and the variation of the relative conferrals until the demand is effectively ascertained.
* Maintains the multi-axis approach to sustainable urban development, as an across-the-board obijective .
of the Programme Disadvantages:
Disadvantages: L] dO?S not provid(? total flgxibilify in the use of the resources by the UDF . .
= |imits the operativeness in terms of the typology of projects that can be invested in
= The UDF must take into account the division between Priority Axes in the use of their resources. = (possible) limits to operativeness in ferms of the typology of beneficiary
= Lengthy process to complete the procedure and obtain a Decision from the European Commission. = requires a periodic recourse fo “financial reformulations” between Actions that have conferred

resources to the HF, or integration/substitution of them

= alters the current balance in governance in the case of substitution or integration of the Actions in the
HF that refer to different Regional Departments and in the case of variations in their relative financial
conferral to the Fund.
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V. THE ARCHITECTURE OF JESSICA IN SICILY

The definition of the most advantageous architectar JESSICA in Sicily implies the choice of
the number and typology of the Urban DevelopmemtButhat will be activated and, as a corollary,
the definition of their respective financial endoemt, conferred by the Holding Fund.

The analysis of the advantages and disadvantagdBB$ specialized by (a) regional context, (b)
investment sector or (c) form of investment (loaggity, collateral) — carried out in the light of
the regional diagnosis that examined the charatiegiof the various regional areas, the existing
projects, the capacity of local authorities to ngegnaomplex urban regeneration programmes, and
the involvement of private parties in these progree® — has led to the formulation of two
alternative hypotheses for the most advantageainitecture of the UDF.

The first hypothesis (Scenario A) matches the Hgdtund withtwo Urban Development Funds,
competent over the entire regional territory, eachwith identical endowments, multi-

instrument (operating primarily with loans and equity) and with a multi-sectorial project

competence

Error! Objects cannot be created from editing fieldcodes.

The competence of the Funds over the entire regidBicily can encourage the sharing lest
practicesbetween the different projects financed in variausas of the Region. In addition, the
presence of two UDFs operating throughout the regiothe same investment sectors, is the
condition required to create healthy competitiotwaen the two Funds, which would have greater
incentive to stimulate the demand for JESSICA itwesits, thus contributing to the success of the
initiative.

With regard to the lack of specialization of thetlunds under consideration, it should be pointed
out that it is still possible, within each of thetm,bind the destination of the JESSICA resourges b
investment sector or by regional context or “targetas”, in compliance with the investment
strategies of the Holding Fund established by thaeedtment Board. With regard to the idea of
creating “dedicated” Funds for a specific regioaata and investment sector, establishing its
financial assets before it becomes operative ortdtréory, this solution makes it possible, over
time, to modify the destination of the resourcesda on changes in the investment strategies and
on the actual demand for investment encounteréukimegion.

The second hypothesisScenario B) considersthe advantage of creating two Funds with
competence over the entire regional area of whichne is a generalist (multi-sectorial) Fund
with a larger endowment, in the amount of € 90-10nillion, and the other a Fund specialized
in the energy sector, with an endowment equal to hremaining resources (< € 48 —38 million).

A Fund specialized in the energy sector, despi¢e sinaller amount of resources, would
nevertheless be appealing to the market of finhoperators for two reasons:

® the specialization in the energy sector would lemc standardization in the processes of
evaluating and structuring operations, and a sfreglreporting process, allowing the Fund to
realize scale economies and subsequently redutg cos

® the demand for investment in the energy sectooterpially high and can grow over time,
thanks to the advisory work and project scoutireg the UDF can carry out in the region.
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VI. THE PILOT PROJECTS

Within the study, 6 pilot projects were developeithwthe purpose of illustrating the planning
process for urban development initiatives to barfged with the JESSICA mechanism, and to
simulate the workings of the proposed structurddidg Fund — UDF) on the basis of the financial
results observed in concrete cases. The projecte wanned in collaboration with the
Municipalities involved, on the basis of the proglssand planning capacities developed within the
administrations and coherent with the strategieafions adopted by these Municipalities. Five
Municipalities were involved, each with one projeftur of them are provincial capitals, in 5
distinct provinces: Siracusa, Trapani, Caltagird@¥), Ragusa and Palermo. The exercise
conducted with the Municipalities, selected on Iblasis of the quality of their planning initiatives
and their general “administrative capacity”, cotesiisn structuring planning packages that are
based on the development of public facilities, buhtegrate components capable of producing
revenue.

A hypothetical pilot project was also developgd a programme to improve the energy
efficiency of municipal buildings used by a Sicilia city Administration. The reason for this
simulation lay in the urgency of illustrating, even the basis of an example, how JESSICA can
support projects involving energy savings and edficy.

CALTAGIRONE: Construction of a Hospice and a new lospitality structure
PALERMO: Construction of a new urban centrality — the Lolli Node

RAGUSA: Urban renewal of Via Velardo to establish hospitality structures,
catering and handcrafting workshops
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SIRACUSA: Regeneration and re-functionalization ofPorto Grande

TRAPANI: New Auditorium and renovation of Palazzo Lucatell

As shown in the following table, all the projectsntribute significantly to sustainable urban
development, and generate positive cash flowsddatpotentially pay back the initial investment
over time.

IRR and
2
Name of proiect FI’ERba(::rll% Investment ([J/thousand) | Invested JESSICA Payback# }I,ER;Oni
prol ybac and financial structure resources Private Y
for project partners comm Debt

fSimCUSO | Rege”erfoflion and re- 7039 €26.414 €12.150 8.37% 7.84%
unctionalization ot the .

35% Equi j
Wiaiiem of Paie Crende 16 years 65% I:?ebtty Equity + Debt 18 years 8 years
Trcfpcni - NTW OudiTC;rIi)UT and 8.37% €13.877 €5.343 10.40% 7.84%
re-tunctionalization ot Palazzo .

45% Equi
Lucatelli 14 years 550 qubtty Debt 14 years 6 years
C°|*<7_I9if°'?e - Cg”SfrUC“O” ofa 8w €11.105 €3.887 12.14% 6.94%
new Hospice and a new 30% Equi
hospitality structure 14 years 70% qubtty Debt 14 years 8 years
Ragusa — Urban renewal of Via
Velardo to establish hospitality 7.31% 2 e ee, €6.288 9.09% 6.34%
and catering structures and 15 years 40% Equity Equity + Debt 15 years 6 years
handcrafting workshops 60% Debt
Palermo — Construction of a 6.66% €195.770 £ 48.460 7.97% 5.52%
new urban centrality in the Lolli 0 , _
area 6 years 50% Equity Equity + Debt 6 years 4 years

50% Debt
Pilot case — Energy savings and 5.85% €2.482 €2.234 ) 2.0%°
self-production 13 years 100% Debt Debt 4 years

In each of these cases, the intervention of JESSiCihe form of debt or a blend of debt and
equity, depending on the specific characteristicth® project, is decisive for the actual feastbili
of the development operation, in two ways:

ThelRR, the Internal Rate of Return, is the rate of fiiahreturn on an investment. It is a composite
annual effective rate of return generated by aestment; in technical terms it represents the yoéldn
investment.

® ThePAYBACK PERIOD is the period of time required for a capitaestment to produce returns that
can compensate its cost.

The IRR of the investors is considered net ofctvestruction margin.

The rate of return of the commercial bank indidahere is represented by the rate of interesieappd
the disbursement of the loan for the realizationhef project. It was estimated at 2% because #ilisev
represents the variable rate of interest applietheraverage to local governments for operationis this
level of risk.
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The intervention of JESSICA in the form of debtyaies that comply with the current legislation
on State Aid, makes the operation more attractivepbtential private investors, increasing their
prospects of return.

The intervention of JESSICA in the form of both i#ég@and debt, to cover a significant portion of
the financial needs of each project, is a deciglament to reassure other potential financial
subjects, whether they invest directly or providedd.

VII.  RESULTS BY MANAGING AUTHORITY, HOLDING FUND (HF) AND UDF

From the point of view of the Managing Authoritiretintroduction of the JESSICA mechanism
offers considerable advantages. In both cases wndenination (the activation of two generalist
UDF / of one generalist UDF and one in the eneagya®), given an initial conferral to the Holding
Fund of approximately € 148 milliothe resources that may be activated for sustainablerban
development projects are forecast at over € 325 rdn. In both cases, the forecast is th@to

of the value of the initial conferral will be paid back to the Managing Authority as early as
the eighth year after the constitution of the Holding Fund, andttthis figure will rise to 80%
between the twelfth and the thirteenth year.

For the Holding Fund, the two simulations show BR lof 6.04% with payback after the twelfth
year (in the case of two generalist UDF) and an tRB.27% with payback at the thirteenth year
(in the case of a generalist UDF and a UDF in tiexgy sector).

The performance of the hypothesized UDF, based portfolio of funded projects constituted by
different combinations of the pilot projects analgizby the study, varies from a IRR of 10.45%
(with payback after four years) to an IRR of 14.28#th payback after six years). This result
considers that management fees will decrease m@igety in the years following the construction
of the projects, and that the projects will be itaficed with their own resources (at market
conditions) in the measure of 60% to 100% of tls®weces received from the Holding Fund.

An exception is the case of the UDF dedicated tjepts in the energy sector which postulates a
more modest rate of co-financing (10%) to allowalo&dministrations to take out loans directly to
fund projects for energy efficiency and self-praiitue. In fact the debt referring to resources
derived from the ERDF OP has no impact on the wtp&ialance of the Administrations, which
counts to determine compliance with the internability Pact, unlike the loans involving the
resources of the UDF.

Below are two tables that summarize the overaligperance of the JESSICA mechanism in the
two implementation scenarios postulated by theystud

2 Generalist UDF - Summary Table

Total resources Total JESSICA resources Total investments Total fees
conferred to the HF invested in the projects activated paid ®

Overall values 148.068.359 120.502.683 357.827.782 26.652.374

®  The sum in the “Total fees paid” box, in the talarts, indicates the amount of fees and management

costs paid to the HF and to UDFs over the entieedf the Funds, imagined, for the purpose of 8tisdy,
of 30 years.
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1 Generalist UDF + 1 energy sector UDF - Summary ta ble

Total resources Total JESSICA resources Total investments Total fees
conferred to the HF invested in the projects activated paid

Overall values 148.068.359 122.207.334 325.073.830 24.388.676

1. INTRODUCTION

1.1.  THE JESSICA INITIATIVE WITHIN THE URBAN POLICIES OF THE 2007-2013
PROGRAMMING PERIOD

One of the principal new features introduced inte t2007-2013 European Community
programming period, as far as the sector of urbareldpment is concerned, is undoubtedly the
JESSICA initiative.

JESSICA — an acronym for Joint European SupporSigtainable Investment in City Areas is a
joint initiative of the European Commission and tkeropean Investment Bank (EIB), in
collaboration with the Development Bank of the ugran Council, to promote the development of
financial engineering mechanisms to support susitdénprojects, growth and employment in urban
areas.

Thanks to this initiativethe Managing Authorities of the Member States of tk European
Union can invest part of the allocations of the Strctural Funds to make repayable
investments in projects that are part of an integré&ed plan for sustainable urban development.

In the intentions of the Commission JESSICA isfihancial instrument through which European
cities can procure and manage the funding requsedmbitious urban renewal projects, to be
implemented on the basis of the approaches which developed and became common practice in
previous programming periods thanks to the URBANiative, which was not renewed for the
seven-year period 2007-2013.

The important new challenges that European citiestrface, in the old Member Countries and in
the newer entries to the EU, as both engines opetition and innovation and as the catalysts for
social cohesion and environmental responsibilitgréfore represent the scenario in which the
JESSICA initiative was launched and is currentlinbeleveloped.

The meaning of the European Commission and the sEé#forts to introduce and spread new
financial mechanisms to stimulate sustainable urbaawal lies in the following motivations:

@ Sustainable urban development is one of the prionyt objectives of the programme of
European Structural Funds for the 2007-2013 programming period, instrumental to the
pursuit of cohesion and competitiveness in the exided European Union! From this
perspective, the Regulation for the managementtifctiral Funds during the 2007-2013
period, introduced two innovative components taueagn effective urban renewal policy: a)
the provision that the urban dimension must be iBpealty developed in the programming

" The premise (13) of EC Regulation 1083/2006 stdtiven the importance of sustainable urban
development and the contribution of cities, espggcraedium-sized cities, to regional developmentsi
important to give them greater importance by enimgntheir role in the context of the programming in
order to promote urban revitalization”.
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documents (Strategic Reference Frameworks, OpagdtiBrogrammes); b) instruments of
financial engineering for the promotion of sustbiea urban development (“Urban
Development Funds”). The Leipzig Charter on sustslie urban cities (June 2007) also
confirms and advances the key role of urban pdalicre the pursuit and, above all, the
integration of the EU macro-objectives of cohesaod competitiveness. The guidelines of the
Leipzig Charter, unanimously shared, are the rasfudt lengthy process of discussion within
the European Community concerning the future rolates and their perspectives for growth.
A double role is attributed to European urban greash at their own scale and following
their specific prerogatives, as both engines oktimment and innovation (Lisbon Strategy),
and leaders in environmental sustainability andékeiction of polluting emissions (Goéteborg
Strategy).

® In earlier programming periods, the urban sectos wansidered a potential catalyst for
substantial private investment, but proved insigfily prepared to orient the market towards
high quality renewal/regeneration projects, whiokld significantly increase the capacity for
attraction of European cities. Therban renaissance” phenomenorwhich has emerged in
recent years in most Member Countries, though wahying degrees of intensity and
effectivenessstill depends primarily on the incentives constituéd by public investments
and grants. In some countries, Great Britain in particulasmplex forms of public-private
partnership have long been used to structure armglement urban renewal operations.
Nevertheless, orienting private operators andriigstors towards integrated projects in areas
that often have enormous potential, but are ldsactive, remains a thorny problem for all the
countries of the Union.

® The demand for financial resources to invest in théransformation of cities is constantly

rising; one of the reasons is that problems which have lm®n neglected, such as urban
mobility, the housing crisis and environmental deae becoming more and more acute: a
solution to these problems can no longer be delagiethe risk of further and unsustainable
degeneration in the management of urban functiGmsthe other hand, cities today cannot
limit their ambitions to improving the quality okvices and the efficiency of their urban
context. The current European and global scenéirukates a virtuous competition between
cities and is a driving force in the search for nieentities and specializations, based on
excellence, and in the consolidation of allianced aomplementary relationships between
cities, and between urban and rural areas. Incihigext the cities must know how to invest
more incisively both on the exploitation of theissats and on their capacity to attract
exogenous resources.

® The progressive enlargement of the European Unionot relatively underdeveloped
countries is imposing a particularly cautious utilzation of the limited resources from
structural funds in the older Member States.In particular, there is a need for radical
change in the approach with which Structural Fusr@sinvested. Rather than using them as
grantsthe contribution from the European Union (and the pblic sector in general) must
be considered as financial leverage for garneringrivate resources.From this point of
view, the Structural Funds must not only serveadalgsts for composite investment packages,
but must be used to optimize the productivity @& thvestment, so that in the long run, they
may be regenerated and reused for new strateglic poNestments.

The JESSICA investment, launched in 2006 as aipahetpplication of the financial engineering
tools for sustainable urban renewal prescribechbyBuropean Regulations, therefore represents a
direct response to the considerations describedeabo
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1.2.  THE JESSICA MECHANISM

The JESSICA operative framework is specified in tegislative texts applicable to the EU
Structural Funds for the 2007-2013 programmingquefi

To qualify for the JESSICA instrument, the Managiagthorities of the Structural Funds must
include, in their respective Operational Programnes urban component, i.e. a component
involving projects in the urban sector that preliéyancludes a statement regarding the possible
use of JESSICA for the implementation of thesequtsj.

The MA will then have to decide in what proportithey intend to use the Structural Funds they
are entitled to for JESSICA. Hencé:SSICA is not an additional source of funding for
Member States, but an alternative instrument to hadle the allocations of the Structural
Funds to support urban development projectsThe ultimate purpose of JESSICA is to generate
a lever effect to create additional funding researfrom the European banking or private sectors,
to support the creation of public-private partngrsi{PPP).

Council Regulation (EC) 1083/2006, in article 44tablishes the possibility, within the context of
the Operational Programmes, to finance expenditlirdeed to an operation that includes
contributions to sustain financial engineeringlimstents, such as théban Development Funds,
or “funds that invest in partnerships between the pblic and private sectors and other
projects included in an integrated plan for sustaiable urban development’ The same article
also includes the possibility of organizing thisogtion by means dfiolding Funds, i.e. a fund
constituted to invest in Urban Development Funds.

This provision leads to the conclusion that, firsthe instruments of financial engineering
designated for urban development are the Urban DeV@pment Funds and the Holding Funds.

These Funds — as established by art. 43.2 of Remuth828/2006 — are constituted as independent
legal entities disciplined by agreements betweenctitfunding partners or the stockholders, or as
separate block of capital within a financial ingtibn. In the latter case, the JESSICA resources
must keep separate accounts and be clearly diftomtother resources of the financial institution
in question. It must also be specified that theseds may be increased with additional financial
resources, public and/or private, independent & #locations included in the Operative
Programmes.

Second, from the provision in art. 44 of Regulatid83, it can be deduced thtatre are two
possible approaches to the activation of JESSICAnd the financing of sustainable urban

8 Council Regulation (EC) 1083/2006 of the Coundilld July 2006 — modified by Council Regulation
(EC) 284/2009 of 7 April 2009 and by RegulatiolCjof the European Parliament and of the Council of
16 June 2010 - laying down “general provisions ba European Regional Development Fund, the
European Social Fund and the Cohesion fund andaliege Regulation (EC) No. 1260/19997;
Regulation (EC) No 1080/2006 of the European Pasiat and of the Council of 5 July 2006 — modified
by Regulation (EC) 397/2009 of 6 May 2009- on therdpean Regional Development Fund and
repealing Regulation (EC) no. 1783/1999; Commis&egulation (EC) 1828/2006 of 8 December 2006
— modified by Commission Regulation (EC) 846/2009 cseptember 2009 — setting out rules for the
implementation of Council Regulation (EC) no. 10886 and Regulation (EC) No. 1080/2006.
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development projects within the context of theiative, more fully described below:
a) direct relationship with the Managing Authoritydatne Urban Development Fund/s
b) activation of JESSICA through a Holding Fund.

Activation of JESSICA through a direct relationship with the Managing Authority and the Urban
Development Fund/s

In the case that JESSICA is activated through ectlirelationship with the Managing Authority
and the Urban Development Fund/s, the Managing dkiithwill select, on the basis of a public
procedure, the UDFs that can, as specified, betitatiesl as independent legal entities or as
separate blocks of capital within a financial itgton.

The principal criteria for the selection of the Harwill be the typology of investments and the
projects to finance, the terms and conditions dtlwthey will be financed, the percentage of stake
and levels of contribution of the co-founders, tlegree of utilization of the ERDF contribution,
the Fund’'s winding-up provisions, etc. To benefioni JESSICA financing, the UDF must
demonstrate that it has sufficient management ctanpe and autonomy, a business plan or other
appropriate document, adequate balance sheethidomplementation of eligible projects and
financial solidity.

When the evaluation is completedfunding agreement between the Managing Authorityand

the selected UDF/will be underwritten, specifying the terms and dtinds for the contribution

of the Operational Programme to the fund/s, thatesly and investment plan, the dispositions to
monitor the implementation of the qualifying invesints, as well as the other required elements
established in art. 43.3 of Regulation 1828/2006

The Urban Development Fundsare rotating funds, of a public, private, or mixed public-private
nature which provide repayable investments or guarantee®f repayable investmentsor both,

to partnerships between the public and privateoseair other projects included in an integrated
plan for sustainable urban developm@rithe forms of investment that may be used by tHzat/
Development Funds, as established in article 46R&g. (EC) 1828/2006, can be of three different
typologies: a) loans, b) guarantees, c) capitastments (“equity”).

What is new about these financial engineering imsénts is the demise of the idea of the outright
grant, replaced by the introduction ofevolving mechanismof investments, which allows the
UDF to finance itself and contribute, in a mediwnldng term perspective, to the financing of a
greater number of projects.

Though the concession of subsidies by the Urbare@pwment Funds is prohibited, it is worth

noting that, as per art. 43.6 of Reg. (EC) 182852@0project that is part of an integrated program
for sustainable urban development may simultangdoshefit from a JESSICA investment and

subsidy or support from another operational prognam

Activation of JESSICA by means of a Holding Fund

As demonstrated earlier, the Managing Authoritias activate JESSICA with the intermediation
of a Holding Fund, i.e. a fund that invests in sag Urban Development Funds, providing them
with venture capital, financing or guarantees.

® The management costs recognized to the Urbanl@@went Funds cannot exceed the maximum values

established by art. 43.4 of Regulation 1828/2006.
19 These Funds may be constituted at a nationabmabor local/urban level, based on the integratieahs
of urban development, or a group of projects thatspecific or respond to the investors’ interests.
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The Managing Authority will entrust the responstiibf the Holding Fund to specialized subjects
(banks or other financial institutions), selectedading to the other modalities established by art
44.2 of Regulation 1083/2006 or to the EIB, whichAynbe directly commissioned without further
need of a public tender.

A funding agreement between the Managing Authorityand the Holding Fund will therefore

be underwritten, establishing the methods of fiiranand the objectives, as well as the elements
specified in art. 44.2 of Regulation 1828/2806n turn the Holding Fund must proceed to the
selection of the Urban Development Funds, at tlieognvhicha funding agreement between the
Holding Fund and the selected UDF (the so-called @pational Agreement) will be
underwritten.

Though it is not an indispensable condition for itth@lementation of JESSICAhe constitution
of a Holding Fund offers the Managing Authority seeral advantages

First of all, a Holding Fund allows the Managingthaorities to engage competent professionals in
order to delegate some of the functions requiredte implementation of JESSICA — many of
which are highly technical and particularly complaxan administrative level — for which the
necessary competence and professional expertisearely available within the regional
administrative structures.

For example the responsibilities of the Holding ésiimclude: the selection of the best legal and
typological form for the UDFs in which to invedtgtformulation of specific criteria for investment
in the UDFs, the assessment and selection of thEsUlhe negotiation of contracts (funding
agreements) with the UDFs, monitoring the actiwity the UDFs and reporting information
regarding their performance to the Managing Autlydiinvestment Committee).

In the second place, the Holding Funds make itiplesso associate other public and/or private
resources with the JESSICA funds for investmenbh&éUDFs, given that, as mentioned earlier, all
the JESSICA funds can be provided with additiomricial resources, both public and/or private,
that are independent of the allocations includethénOperational Programmes.

Finally, even in those cases in which the urbarelbgment sector is not yet mature, the Managing
Authorities will have at their disposal the Europem-financing destined for JESSICA from the
very moment the Holding Fund is constituted, antijlevthe Urban Development Funds are
constituted and the urban development projectdadtathe initial activities of the Holding Fund
can be financed with the active interest maturethese unused resources.

The Management Authorities can in fact receivedhare of EC co-financing from the Funds of
the Operational Programme as soon as the finaeaigineering instrument is constituted, and
hence before the projects are selected and dewklopalike traditional ex-post receiving
mechanisms applied to Structural Funds financirge tise of Regional OP financial resources for
the constitution of a financial engineering instant) as per art. 78.6 of Regulation 1083/20086, is
considered an “intermediate payment”, and therediotrates a rapid accreditation of the EC share
of co-financing.

However, it must be noted that the presence ofldiktpFund implies the creation of an additional
structure and especially additional managementsca@sid consequently it is important that the
projects financed through JESSICA be in a positiooover not only the costs of the UDFs, but of
the Holding Funds as wéll

» The management costs recognized to the Holdimgi$eannot exceed the maximum value established
by art. 43.4 of Regulation 1828/2006.
21t must be emphasized that the management coriemssef the Holding Funds can be downscaled once
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Whether it is appropriate or not to activate a HadFund will be evaluated by weighing the
above-mentioned advantages against the disadvantitgevill also depend on whether the
Managing Authority can count on a dedicated andilgigpecialized structure within the Regional
Administration that can function as a Holding Fuadd on the costs involved.

The “equity” and the “non-equity” model

All said, conceptually the forms of the Holding Euand the Urban Development Fund can vary
according to two main models of reference:

a) the “equity model”
b) the “non-equity model”.

In the first case, the UDFs receive a JESSICA itmeent in the form of capitak@uity), directly
from the Managing Authority, i.e. from the Holdifigind, and guarantee the investor a coherent
return on his investment, in the form of dividendis model is particularly interesting when the
public sector wants a share of the returns gereetatehe medium-to-long term projects (role of
“patient capital”) — with yields close to marketlwa — or when it wishes to stimulate the
participation of private capital in the Funds ameeager discipline in public investment, which must
adopt an approach more similar to that of the peigector. However the2uity model” requires
mature financial markets and investment funds.

The “non-equity or “simplified” model consists in the constituticof Urban Development Funds
that take the form of a separate block of capii#thiw a financial institution selected by tender. |
this case, the Managing Authority — or the HoldiRgnd, if there is one — simply provides
“repayable” contributions“¢ash fund”) to the UDF/s, which will be responsible for canerthe
interest payments and repaying the amounts received

This model — which is based on an approach thamndse similar to the traditional method of
utilizing the Funds — is easier to put togethenttiae ‘equitymodel” It is also more appropriate in
the cases in which the financial market and theoseaf investment funds is not particularly
developed, and in those situations in which theipubsources are sufficient and do not require
additional levers (in particular for the regiondlire Convergence Obijective), since there is allesse
possibility of attracting private investments ire ttunds. This model could also be preferable if the
public sector does not wish to delegate managemherisions to others and wishes to maintain
more direct control over the JESSICA resourceberahan funding third parties or PPPs.

Projects that can qualify for JESSICA investments

Whatever approach is used for the implementatiad&SSICA, as mentioned earlier, the object of
the investments made by the UDFs are local pattipsetween the public and private sector and
other projects included in an integrated plan fmtainable urban development, as per art. 46.1 of
Reg. (EC) 1828/2006. On this subject, it must belemsized that art. 46.1 specifies thath
private-public partnerships or other projects to invest shall not include the creation and
development of financial instruments such as venter capital, loan or guarantee funds for
businesses.

This provision makes it clear, first of all, th&iet UDF may not invest in “funds of funds” and,
second,that a project cannot qualify for JESSICA investmers unless it is included in an
integrated plan for sustainable urban development.

the financial allocation is totally invested in tb®F, whereas the management commissions paiceto th
UDFs can be reduced once the financial allocagdnvested in the projects.
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The regulation does not specify the criteria foe tlentification of “an integrated plan for
sustainable urban development”, though the lati@y be defined as “a system of interconnected
projects finalized towards the permanent improvenmnthe economic, physical, social and
environmental conditions of a city or a districThis definition may be applied to various tools of
integrated city planning within the Member Stateshe various Regions of a single State.

Another characteristic required for projects tolifydor JESSICA funding is thebility to repay

the investment to comply with the provisions of art. 43.1 of Ré&gion 1828/2006 which states
that <<articles 43 to 46 shall apply to financial enginegr instruments in the form of actions
which make repayable investments, or provide guees for repayable investments, or both
(...)>>The European Community regulation seems to reqagea minimum standard, that the
investment be capable of repaying the JESSICA tnrion — so that it may be reused in other
urban renewal projects — but not that this contiitbube remunerated as well. In this sense, it must
be specified that the use of JESSICA financing rbestompared with European legislation in the
matter of “state aid®.

The criteria which determine the eligibility of iestments for the JESSICA instruments are the
same ones that discipline the use of Structurald&un general, and must therefore take into
account the ineligible expenditures listed in theg®ations, and the specific constraints
established at the national leVel

Apart from the non-eligibility of expenditures foesidential housing — for which Member States
such as Italy, which joined the EU before 1 May4£0fb not qualify - except for those involving
energy efficiency and the use of renewable enesgyces’, the European Community Regulations
do not include a list of costs that can be covdrgdhe investment activity of the UDFs. In this
sense, it must be emphasized that art. 8 of the HE&g) 1080/2006 containa very broad
interpretation of projects finalized towards sustanable urban development stating that the
ERDF may support strategies for sustainable urbareldpment <through activities such as:
strengthening economic growth, the rehabilitatioh the physical environment, brownfield
redevelopment, the preservation and developmenatofral and cultural heritage, the promotion
of entrepreneurship, local employment and commuwdeielopment, and the provision of services
to the population (...)>>

The individual Managing Authorities will therefobe responsible for identifying the typologies of
expenditures, within their own Operational Prograanthat can be financed through JESSICA.

Theoretically, JESSICA can invest in the followitypologies of intervention:
® the construction of basic urban infrastructure I(iding transport, roads, waste disposal
systems, energy, etc.);

® regeneration of the historic or cultural heritafge,the purpose of tourism or other sustainable
uses;

® conversion of brownfields for collective use (foxaeple the refunctionalization of
abandoned historical or industrial buildings);

3 On this subject, it is important to highlight tfzat. 43.7 of Regulation 1828/2006 states thad#laraging

authorities shall take precautions to minimize alisbn of competition in the venture capital or ¢ing
markets>>. The theme of state aid in reference to the JESSIithative, is examined in th&tudy
“Implementation of JESSICA in Sicily: legal profde

14 See art. 56 Reg. 1083/2006, art. 7 Reg. (EC) /P086; D.P.R. n. 196/2008 — Regulation for the
execution of Reg. (EC) 1083/2006 laying down gengrevisions on the European Regional
Development Fund, on the European Social Fund € obhesion Fund.

1> See art. 7.2 of Reg. (EC) 1080/2006.
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® development of regional facilities to serve smalll anedium-size businesses and companies
in high-technology fields (information technologgsearch and development);

® social, health care, educational and training siftecture;
® projects for the improvement of energy efficiency.

It must be underlined that theon-eligible expenditure components of the JESSIC/Arojects
can still be covered by financial resources from find parties (public and private)
participating in the project.

Advantages deriving from the use of JESSICA

All of the above having been said, despite the that JESSICA does not provide additional
European Community funding, the use of this insentmoffers several advantages that will be
discussed below.

In the first place and as highlighted earlier, JE3Soffersimmediate allocation of the financial
resources destined for the projectsThe Managing Authorities can receive an advancenpay

on the share of European Community co-financingttier Operative Programme Funds when the
financial engineering instrument (UDF or, if theseone, the Holding Fund) is constituted — given
that using Regional OP financial resources to cstthe JESSICA Fund is considered an
“intermediate payment” — i.e. before the selectiod development of the projects.

In the second placé&ye revolving financing mechanismused by JESSICA offers the opportunity
to transform currently available funds (derivingrfr Operational Programmes) into a permanent
source of financing, which may be subsequentlygedsr new urban development programs.

As per art. 78 (paragraphs 6 and 7) of Reg. (E@BMDO6,0n the condition that the Urban
Development Funds (UDF) invest the JESSICA financimp to cover eligible planning
expenditures before the end of the programming peod for the Structural Funds (specifically
before the end of the year 2015)the returns or profits generated by the investnoam be
withheld by the UDF or returned to the Managing fartties to be reinvested in new urban
renewal projects. This advantage appears even evtent in reference to the Member States that
will have their EU outright grants curtailed duritige next programming period.

On this subject, it must be emphasized that JESSISA offers the possibility to allot land and
real estate to instruments of financial engineeritkg UDF. This will allow the local government
bodies that might wish to “participate” to use thmivn real-estate holdings, without requiring them
to contribute funds.

Another advantage that the JESSICA mechanism olbea government bodies consists in the
fact that the JESSICA funds from European Commumaispurces are excluded from the financial
balance of the Internal Stability Pact. Thigll therefore allow local government bodies to
contract debt, thereby waiving the constraints impsed by the Stability Pact’.

In addition, JESSICA will offer the opportunity tovolve the expertise and know-how of the
private and banking sectors,which will become available for the benefit of thanaging
Authorities and the local administrations, and doldring greater discipline to the public
investment, which will adopt an approach more adithat of the private sector.

Another of JESSICA'’s prerogatives is that it prasdiflexible approach, both in terms of greater
eligibility of the expenditures, and for the user@$ources in the form of capital investments, $oan
or guarantees.

6 This aspect is better described in the Stiidylementation of JESSICA in Sicily: legal profiie
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1.3.  JESSICAIN SICILY AND THE OBJECTIVES OF THE STUDY

The ERDF Operational Programme for Sicily 2007-261®&hich will be described in depth in
Chapter 3 of this study — includes a Priority Awighin its own articulationpPriority Axis VI,
specifically dedicated to sustainable urban developent, and anexplicit statement concerning
the possible use of the JESSICA initiativdy the Managing Authority, to implement the urban
policies contained in this Priority Axis.

PRIORITY AXIS VI, whose general objective is to tpnote economic development, the capacity
of the city to attract and innovate in a perspectsf sustainable development and social
integration” therefore represents the primary paagning context within which to proceed with
the implementation of JESSICA in Sicily.

It is worth anticipating here that the instrumeintended for the enactment of Priority Axis VI of
the Regional OP Sicily are theiani Integrati di Sviluppo UrbandPISU - Integrated Urban
Development Plans) and ti®ani Integrati di Sviluppo TerritorialPIST - Integrated Regional
Development Plans), which respond to the definitidn‘integrated plan for sustainable urban
development”, i.e. the plan that projects must &e pf if they wish to apply for consideration as
JESSICA investments.

This Study “for the implementation of JESSICA inci§i’ fits into this context in absolute
coherence with the JESSICA initiative.

Unlike the case of most of the analogous Studiesnussioned by the European Investment Bank
(EIB) relative to other Italian and European cotgexhis Study was not propaedeutical to the
decision to activate JESSICA in Sicily or to thelenation of whether or not it was appropriate to
create a Regional Holding Fund.

In fact, when the Study was begun, the Sicilian i®®] Government had already decided to
activate the JESSICA initiative by constituting egivnal Holding Fund to be managed by the EIB.

On 19 November 2009, the EIB and the Sicilian Regial Government signed a Funding
Agreement with the purpose of creating a Regional ESSICA Holding Fund, to be managed
and administered by the EIB, within which it wotiddke the form of a “separate block of finanée”

It is worth underlining that the choice made by 8ieilian Regional Government was based not
only on the consideration of the advantages intrite the creation of the Holding Fund —
described in the previous paragraph — but alsthermssessment of the advantages that derive from
entrusting the management of the Fund itself td=tBe

In the first place, this solution made it possitiethe Regione to avoid public bidding procedures
for the selection of the subject (bank or othemficial institution) that would administer the
Holding Fund and therefore to activate the JESSI@Gitiative as quickly as possible. This
circumstance also allowed an early disbursemerth@fEC Funds and the share of central State
funding on the national component.

In the second place, especially in consideratiotheffact that JESSICA is a recently implemented
innovative instrument, this solution offers the Reg the advantage of relying on the technical
and financial assistance of the EIB which, compamedther “local” financial institutes, has a
vaster understanding of the procedures for plan@ind monitoring EC financial engineering
instruments, and can play a significant role inrdowting JESSICA at a time when the knowledge
of this instrument is not yet consolidated, andekperiences of the relative practices have yet to
circulate and be shared.

7 See Chapter 5 of this Studly.
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Based on these premises, and coherently with tleeifs@tions in theTerms of Reference
produced by the EIB, the purpose of this Study waaccompany the Regione Siciliana in the
process of implementing JESSICA, selecting the bastlalities and suggesting the actions to
undertake to make the mechanism itself work best.

More in detail, in the initial phase, the work wasented towards theuantification and
qualification of the expressed and potential demandor JESSICA investments in Sicily by
studying the market for urban renewal and for ttenagement of “complex urban development
programs” on the part of local government bodiesrothe past decade, the analysis of the
involvement of private parties in the urban regatien processes, and an investigation into the
planning processes of Sicilian local governments.

This analysis was functional to the definition loé tpotential architecture of JESSICA in Sicily, in
terms of thearticulation and typology of the Urban DevelopmentFunds to be constituted and

to the selection of thgilot projects for the Study, i.e. the urban renewal projectsasentative of
the planning in progress, on which to conduct gasibility study.

At the same time, it became possible to compareptitential demand for JESSICA investments
measured by the financial resources flowing inHiolding Fund and the relative Activities of the
original OP ERDF.

This comparison made it possible to determine theca areas and the obstacles to the
implementation of JESSICA and to analyze the différsolutions that might be implemented to
favour a more effective and fluid operation of thechanism.

Several actions in particular were deemed apprgprasuch as, for example, simplifying the
division into Activities of the financial resources the Holding Fund, defining the requisites for
eligibility and the selection criteria specific I@SSICA projects and other operations — illustrated
in depth in Chapter 5 of this Study — with the ma® of facilitating the activity of the UDF to be
constituted and promoting the investment of JESSi€urces in urban development programs.

To encourage the use of JESSICA, it was also deaymgapriate for the Study to analyze not only
the procedure for constructing the Integrated Rldmg also the procedure for including the
JESSICA projects in the Integrated Plans (PISU RIBI) in order to identify any critical areas

and to suggest the corrections that the RegionahiAidtration should make to help local

government bodies in their applications for JESSfGAding.

A significant portion of the Study was then dedéchto the illustration ofi typical process of
construction for projects to be financed through tle JESSICA mechanismand to the analysis

of six pilot-projects — five of which were developed with the City Adnsitrations involved, and a
hypothetical sixth was related to a program for timprovement of energy efficiency in the
operating real estate assets of a city administrati describing the process required to assemble
and structure them.

The process to select, structure and analyze tbegsbjects has highlighted, on the one hand, the
methods for remodulating the projects in orderinarice them through the JESSICA mechanism,
and on the other hand, the concrete advantagesgmdgefiom the activation of JESSICA in terms of
the ability to implement urban renewal for whicleih is a real demand expressed in the region.

Finally, it is important to mention that attachedthis Document is &tudy — commissioned by
the EIB to the law firm Studio Legale Associato NCM — whose purpose is to examine a
number of legal issues involved in the implementain of the JESSICA initiative in Sicily.

For example, one of the many issues developedétindy is the theme of the legal nature of the
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Urban Development Funds and their contractualicglahip with the Holding Funds; it examines
the possible legal forms for the planning instruteethat promote “jessicable” projects and
addresses the theme of “internal stability pactsf ‘state aid”, the impact of which must be taken
into due consideration in the process of structuand planning JESSICA investments.

2. ANALYSIS OF THE URBAN SECTOR IN SICILY

2.1.  QUALITY AND EFFICIENCY OF THE REGION’S URBAN SYSTEMS

As the legacy of its ancient and important histoBjcily can boast a particularly rich and
variegated system of cities and urban communifiégugh the most significant and populous
cities are clearly concentrated along the nortlserd eastern coasts (Palermo, Catania, Messina,
Siracusa), the island is characterized as a wlaold, also in its inland areas, by a network of
medium to medium-small towns, some of which coati{or have historically constituted) proper
sub-regional hubs or catalysts for significant @roit and commercial procesges

This complexity is demonstrated by the extraordipaich heritage of Sicilian cities, both large
and small, in terms of architecture and the urbahraatural landscape. It represents a historic and
artistic legacy that, despite the neglect thatroftiarrounds it, has almost no equal (in terms of
quality and density) in the worfd

Despite this primacy, Sicilian cities suffer fromany heavily blighted urban areas. This is a
problem that is more obvious and severe in thadstathree metropolitan areas (Palermo, Catania
and Messina), but concerns a wide and diffuse rafganaller centres as well. It is significant,
indeed, that these conditions of physical, soaial @conomic urban blight are often to be found in
the same areas of the city that also have the migsificant concentration of artistic and
architectural assets, prevalently in the historti centres. This status quo which, as we will sge,
being slowly modified by a string of public polisiemplemented in recent years, is the result of the
flight of the middle class, who rapidly abandonled historic heart of the cities after World War Il.
The urban expansion that coincides with this exquesiuced new residential districts which are
generally densely inhabited, offering few servicand consequently, a low urban and
environmental quality.

Overall, in the most authoritative national rankings, Sicilian cities generally place among the
worst performances in terms of quality of life andservices.

The Qualita della Vita(“Quality of Life”) ranking released annually byetmewspaper Il Sole 24
Ore, based on data gathered for each provinceveeltd categories such as income/spending,
services, economic vivacity, security and leisteeds to be rather explicit in underlining the gap
of Sicilian cities. In the past four years, a $ail city has always held last place in the ranking:
Agrigento in 2009 and in 2007, Caltanisetta in 20C&tania in 2006.

8 It is however important to highlight that, in @eal, there is a rather serious imbalance betwhen t
northern and southern parts of the island. Along tiorthern Tyrrhenian coast there is a greater
concentration of connecting infrastructure and majdan facilities; moving progressively southwards
the density of higher-ranking administrative cesitemd urban cores decreases, with some significant
exceptions, but only in the case of centres wipheavalently tourist or rural vocation.

Sicily boasts four areas of historic and artigtierest recognized by UNESCO as World HeritagesSi

the late Baroque cities in the Val di Noto, Siracasd the rocky Necropolis of Pantalica, the Roman
Villa del Casale in Piazza Armerina and the Arctiagical Zone of Agrigento.

19
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The annual report on the environmental friendlineSdtaly’s provincial capitals, released by
Legambiente and known as “Ecosistema Urbano”, afaphasizes the particularly disappointing
performance of Sicilian cities with respect to tational “ranking”. The 2009 edition ranked
Ragusa next to last and Catania second to laseQD@ edition ranked Ragusa last and at least five
Sicilian cities (Catania, Siracusa, Caltanisettgridento and Trapani) among the ten worst on a
national level.

Overall this data corroborates a stereotype wtgdhirly consolidated in the collective imagination
at least in Italy. Sicilian cities are perceivedudsan contexts with great potential for attractiout

in reality problematic to live in, or even just utilize, because they suffer from chronic
inefficiency and widespread physical, social anghecnic blight.

The prevailing scenario in Sicilian cities nowad#yactually much more differentiated and, above
all, characterized by a certain dynamic qualityp#ticular, it may be said that many Sicilian
cities, much has been done to regenerate and reviiz the historic city centres, though there
has been no definitive solution to severe problenssich as air pollution, traffic congestion or
waste disposal.This effort has been generally effective in purguithe twin objective of
regenerating situations of social and economic hbligncreasing the level of cohesion in
particularly disadvantaged areas, and in restagimgy opening important elements of the artistic
and architectural heritage; this has considerabbyeiased their level of attraction, and as a
corollary, the competitive edge of the cities.

This systematic effort conducted by public admmaisbns with initiatives that will be described
below, has led to a growing interest on the parthef private real-estate transformation market,
though not everywhere and not always in a lineahita, in project typologies that are
increasingly compatible with processes of sustdiakban development, such as the restoration
and refunctionalization of historic buildings.

In other words, though after World War Il and esake during the Sixties and Seventies, private
speculation had driven the construction of enormswisurban districts around the major cities,
most of them devoid of services and urban quagitgrting in the Ninetiethe market showed a
growing interest in restoring historical buildings, especially in the heart of the major cities
and the most fascinating locations.

As mentioned earlier, the opportunity for initiairthis virtuous trend was provided by the
allocation of public investments specifically aimgosustaining processes of urban regeneration in
the most severely blighted areas. The availabditghese investments, since the early Nineties,
combined with the implementation of a series obmais in public administrative processes and the
new central role of the local levels of regionalgmment, have generated innovative experiences
in planning interventions in the urban context.

2.2.  THE IMPACT OF INTEGRATED PLANNING ON THE URBAN SECTOR

Starting in the Nineties, the Ministry of Infrastture and Transport (formerly Public Works), and
in particular the Department for the CoordinatidrRegional DevelopmentDjpartimento per il
Coordinamento per lo Sviluppo del Territorio Di.Co.Ter) began to foster a new way of
conceiving the problems of the city by experimegtivith the so-calledProgrammi complessi

These experiences sought to introduce into Ital\approach to urban policies that had already
been tested in the Eighties, primarily in Greatdn, and in other continental countries such as
France and the Netherlands; the objective was fer a@in effective response to the problems of
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acute disadvantage and degradation that often aieaed the large suburban popular housing
districts. Once it was introduced to ltaly, thipayof planning effort was also extended to more
heterogeneous and complex urban realities, evadvance of other European countries. Whereas
the Programmi di Recupero Urban@®.L.398/93 converted into Law 493/93) providedaerces
specifically for Programs whose projects centred tha restoration of public housing, the
Programmi di Riqualificazione Urbanalaunched almost simultaneously (Law 172/92 and
subsequent changes), funded complex urban renewagigons which did not necessarily include
interventions on public housing. The strong anditpesimpact of the URBAN | Community
Initiative (1994-1999) in almost all the Italiarties involved, helped to consolidate processes of
complex urban planning in the nation as an effectind efficient way to regenerate areas with a
particular concentration of social disadvantage emdronmental blight.

The approach that was sharpened by this initial paod of complex urban planning
experiences has revealed the advantages of workingan integrated manner (therefore with
inter-sectorial strategies) and of focusing effortson clearly defined target areas.Building
partnerships, between institutions or between pubhd private bodies, has emerged as a
fundamental aspect in the development and impleatient of these programs. This is the factor
that was emphasized at the outset of the initiatikeveloped at the turn of this century (which
incidentally coincided with the beginning of the0B02006 European Community planning period),
in particular the PRUSST and the URBAN Il, URBAMIia andPorti e Stazionprojects.

The 2000-2006 European Community planning pericb atitnessed the consolidation of the
complex programs as ways to use ERDF funding ferdifferent Regional Operative Programs,
both in the Southern and Central-Northern regidritaty.

In recent years the virtues and limitations of tdoenplex programs have begun to emerge more
clearly.

In many contexts, the implementation of these @ogrworked as a stimulus for a more rational
allocation of available resources and a debatehenpbssible synergies between existing and
potential regional assets. This was especially imugreas where the development of the program
was stimulated by the prospect of acquiring speftrglncial resources through a competitive
mechanism (this is the case with the URBAN programgarticular). TheProgrammi complessi
also proved to be efficient overall in the coordim@a of a multiplicity of projects of various kinds
and in producing urban transformations that respnthe real needs and expectations of the
resident populations involved; a process that istbeed by the activation of innovative forms of
participation, communication, and, in some caseglanning.

The main limit of the “Programmi Complessi” that has emerged at the close of this 15-year
process is the inadequacy they have demonstrated frersuading private subjects to co-fund
public utility projects. In fact it is usual, within the context of the cdew programs, for public
and private interventions to converge, generatlyards common objectives, yet from a financial
and operative point of view, they remain fundamigntdistinct. It is worth underlining that, to the
present day, a significant majority of the compbeagrams activated in the country was spurred by
the need/opportunity to win public grants. In thantext, private subjects tend to pursue projects
with the intention of producing capital gains thartk the changed market conditions created by
the publicly-financed improvements.

In synthesis, considering the many successful tsffior activating inter-institutional partnerships
that could contribute to regional governance inidewsense, th€®rogrammi complessihave
rarely produced public-private partnerships solitbwegh to be developed, in the long range,
independently of the specific opportunity providadthe public partner's access to special funding.
This limited ability to bring together public andyate interests in the name of a shared long-range
development project is, today, one of the majosaea for doubting that complex partnerships can
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constitute an adequate method for implementingiquéarly ambitious urban regeneration and
development operations in a context in which pubdisources allocated as outright grants are
progressively dwindling.

2.2.1. The era of “Programmi complessi” in Sicily

It may be stated that the considerations relayedein reference to the general situation in Italy
also apply to the Sicilian context, with some distions.

As mentioned above, the first significant initi&iintroduced by the Di.Co.Ter to promote complex
projects for urban renewal and for the developn@ntirban facilities in particularly degraded
contexts, matching public financial resources witinding by entrepreneurs interested in
developing private projects within a coherent framik, were theProgrammi di Rigualificazione
Urbana (PRU). In Sicily four municipalities have benefitdrom PRU funds allocated by the
Ministry: Agrigento, San Giovanni La Punta, Caltanisetta andSiracusa. Of these, the three
provincial capitals also received considerable tattil funding from the regional administration.
Overall, although the Sicilian administrations werg particularly successful in their bids for the
tender from the Ministry (other regions with similiimensions, such as the Piedmont or Tuscany
regions, obtained the funding for, respectivelyiesn and eleven program#&)e PRU initiative

in Sicily was an important precedent for later intgyrated and area-base® regeneration
experiences.

In particular the two most successful programshwite greatest impact, were Caltanisetta and
Siracusa, both of which concentrated on reclaintiveghistorical urban fabric: in a certain sense,
they represent the beginning of a trend that hasacterized the era #frogrammi complessih
Sicily: the integrated regeneration projects in the historic diy centres and in the most
architecturally distinguished areas have sparked pocesses of true urban renewalwith
dynamic processes that have recurred over time witbout further public intervention; whereas
the projects in modern and popular districts hawe lmeen generally successful in generating
tangible positive externalities and lasting besefit

The experience of the PRUs was followed by thelP.RS.T., an acronym for Programs for Urban
Regeneration and Sustainable Regional Developradsd, promoted and coordinated by the
Di.Co.Ter. Seven of them have been activated inlySiat least three of which are prevalently
urban (Palermo, Catania and Messina). The expeariehthe PRUSST in Sicily, like in the rest of
the nation, did little to trigger evident processédransformation, despite the considerable effort
that was put into the organization of the programnd of the inter-institutional or public-private
partnerships. In part, the reason may lie in th#cdlty encountered by the public promoters in
governing very complex processes that involve amdlly excessive number of actors. Moreover,
abandoning amrea-basedapproach in favour of the integration of projebtsed on functional
affinity rather than on physical proximity has peovpremature in many instances, especially given
the modest resources allocated by the central gment as investment grants for each programme.

In the wake of the success of the PRUSs, the impi¢giien of the JRBAN programmes in Sicily,

% The four Sicilian PRUs have produced investméntsrban renewal in the amount of 193 million Euro,
of which 85 million Euro in grants for public intemtions financed by public entities (Ministry plus
Region) and 108 million Euro for private developinprojects. As a measure of comparison the 16 PRU
of the Piemonte region have produced investmentiseramount of 1.118 million Euro with a ratio of 1
to 4 between the public and the private sectof,uscany the overall investment was about 311 millio
Euro with a ratio of more or less 1 to 2 between plublic and private sectors. SourcBigci anni di
governo delle complessita territorialiMinistry of Infrastructure and Transport, 2006.
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both during the 1994-1999 and the 2000-2006 progriawgn periods, highlighted the enormous
potential efficacy of a multi-sectorial arafea-basedapproach to the development effort in
blighted historical city centres.

It is important to underline that Sicilian citiesarpcipated with particular enthusiasm in the
URBAN experience, winning funding for a relativelgrge number of regeneration programs
compared to the average of other Italian regiontsis Wwas the case for the two European
Community initiatives (URBAN | and 1l) and the imtive promoted by the Di.Co.Ter with
national funding, and hence known as URBAN ltahgplemented parallel to URBAN II. Below is
a table summarizing the participation of the citiethe various URBAN initiatives.

PIC URBAN | (1994-1999) PIC URBAN Il (2000-2006) URBAN ltalia

Palermo Misterbianco (CT) Messina
Catania Trapani
Siracusa Caltagirone

The impact of the implementation of the URBAN prams in some of these cities was so great
that it transformed the project areas from inaccessible andlighted zones to the fulcrum of
city life. In all these cases, to tell the truth, the poins tearestore centrality to parts of the city that
had traditionally played this role. The URBAN pragimes in Sicily were in fact primarily
involved in the physical and functional reclamatuafrthe historic city centres, which coincide, as
was previously underlined, with the most blighteelas of the city.

It is particularly important to emphasize how tlemewal processes triggered by the URBAN
programs, especially when working as a system utitier public works programmes, created the
conditions for attracting private investments, abaand beyond the partnerships constituted
specifically for each individual programme.

In more recent years, initiatives whose purpose wagpromote sustainable urban renewal
programmes have sought primarily to increase tipaaty of local public administrations to use
constantly diminishing public resources stratedycaby involving private investors. Initiatives
such asPorti & Stazioni, S.I.S.Te.M.And Progetti di Territorig promoted by the Ministry of
Infrastructure and Transport since 2001, may berfiméted from this point of view.

These three initiatives financed almost exclusivélg development of plans, projects and
feasibility studies. The administrations that béedffrom them were selected directly on the basis
of their particular characteristics, such as, fareple, being the seat of a Port Autho(iBorti e
Stazioni)or constituting a strategic regional hub in tewhdogistics G.1.S.Te.M.por of regional
development processeBrgetti di Territorig. The three initiatives have not effectively prodd
tangible renewal yet, but have stimulated intengsfilanning and design processes, contributing to
the definition/structuring of strategic projectsathihe local authorities will commit to realizing i
the near future. Further details on these projecid,in particular on the ones that can be devdlope
coherently with JESSICA, are highlighted in the thelxapter. Below is a table summarizing the
administrations involved in the three initiatives.
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S..S.Te.MA. Progetti di Territorio

Palermo Catania Catania
Catania Siracusa Siracusa
Messina Ragusa

Trapani

As stated earlier, the experiences developed withén context ofProgrammi complesshave
inspired the Regions, starting with the 2000-208&g@mmming period, to structure the way they
use the resources of the European Community Staldiunds. Within the context of the 2000-
2006 programming period, the Sicilian Regional Gaoweent promoted the implementation of
integrated regional programmes, fgetti Integrati Territoriali(PIT). Thirty-five PIT programs
were effectively funded and implemented, mostlygpams involving projects for infrastructure, or
specific projects in wider regional contexts, abtive municipal level. Apart from considerations
on the utility or even the suitability of the indiwal works that were funded, it is important to
underline that the impact of the PIT on the regat@n and sustainable urban renewal processes
was effectively perceptible in the contexts whehe ffinished projects were integrated or
systematized with other development initiativepeesally the URBAN projects.

2.3.  INNOVATIVE METHOD FOR INVOLVING PRIVATE INVESTORS

Sicily is the region in southern lItaly that has gneatest experience in the use of innovative forms
of public-private partnerships for funding and mging infrastructure or regional facilitis As

far as the urban sector in particular is concertiegidevelopment of important renewal projects by
means of public-private planning vehicles is stiftequent. Today, there are a few start-ups, which
will be illustrated in detail that could definitepyave the way to a more frequent reliance on the
constitution of mixed companies or on the involvemef private capital, using different forms of
concession to promote publicly-led processes ddutbansformation.

2.3.1. Project Financing and Concession Contracts

At the moment the involvement of private investigranore frequently sought for the development
of individual facilities or services. In particulahere is a growing recourse to formsRybject
Financingby local administrations in Sicily in the follovgrareas:

@ Construction of public parking;

® Construction of cemeteries;

® Modernization and management of street lighting;

2L SourceOsservatorio nazionale del Project Financifigational Project Financing Observatory).
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® Construction and management of photo-voltaic rtroicsures;
® Construction and management of marinas and tquoits.

The following are significant examples of works dea by project financing, completed or still in
progress, and referring to the areas listed above:

Underground parking garage and renovation of Piazza Vittorio Emanuele Orlando

Location Palermo

Date Construction began 6 April 2006
Method of Financing Project Financing

Amount [] 16.000.000

The underground parking garage (inaugurated in Aug@009) and, above it, the renovation of
Piazza Vittorio Emanuele Orlando, are the firstigets built with Project Financing in the capital
of Sicily.

Begun in 2006, the parking lot now offers 770 pagkspaces, including 180 garages, 143 spaces
reserved for the court building and 16 parking sgdor the disabled, for a total of 20,000 square
meters.

The work was completed thanks to the public-priyaenership established between the City and
private investors. In the agreement, the City dbuted the area and the private investor built the
project, sustaining a cost of € 16,000,000 in refar a 99-year lease.

Upgrade and extension of the street lighting system

Location Caltagirone (City, Fractions and some suburban areas)

Date Contract awarded in January 2005. Construction completed in April 2008
Method of Financing Project Financing

Amount ] 3.600.000

In 2005, the city government of Caltagirone awardetbntract to extend and upgrade the street
lighting system to a private contractor, usingraject Financingformula. The electrical systems
were therefore renovated, extended and reinforcét the purpose of contributing to the
optimization of energy use and hence to save money.

The private investors financed the project andeturmn were awarded a contract to manage the
system for 18 years. The company built works fer ¢hty for a total amount of 3,6 million Euro.
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The company also installed at its own expense aligiting system for three public monuments
and bought three electric mini buses for local utbhnsport.

Energy renovation of public buildings and installation of photo-voltaic panels

Location Caltanissetta

Construction began May 2009

Date Contract awarded April 2008
Method of Financing Project Financing
Amount [] 750.000

At the present time, the City of Caltanissetta baast 5 photo-voltaic systems built on solar
roofing in 5 municipal schools. There are 4 20-Kiggtstems and 1 35-KWatt system, connected
to the local electrical grid in December 2009 andently operative.

Construction began in May 2009 on this operatiohictv was structured witRroject Financing

In particular, the City offered the solar roofssofmunicipal buildings (granting surface rights)da
uses part of the electrical power produced by tlsgstems in return (local exchange); the private
investors who participated, built the work and aumsgd the totality of the costs, € 750.000, and are
repaid with the proceeds of the government incestestablished by law.

New Tourist Port and Waterfront in Marina di Ragusa

Location Ragusa

Date Call for bids February 2005 (second call)*
Method of Financing Project Financing

Amount [] 69.667.972

* In 2003, a first call was made for bids for the concession of the construction and management, economic

and functional, of the Tourist Port of Marina di Ragusa; because of the rigid clauses of the project, no bid
was received.

Theproject financingoperation set up by the City Administration of Beg consisted in the design,
development, construction and operation of the poMarina di Ragusa.

The initiative, promoted jointly in 2003 by the Reagpl Department for the Territory and
Environment, by the Regional Department of Commatmdonn and Transport and by the City of
Ragusa, was funded with public (50% Structural Byiraehd private capital (50%oject financing).

In return, the Concessionaire was granted the rightunctionally manage and economically
exploit the works for a period of no longer thany@@rs.
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Today the Tourist Port is a modern and functiotralcsure, with over 800 slips, which serves as a
HUB port, with an extra-regional vocation, a magdioetattracting tourists to the Island.

Addition to the cemetery and new graveyard

Location Caltagirone

Date Contract awarded April 2009
Method of Financing Project Financing

Amount [] 19.000.000

Project financingwas also used for the construction of ten thouseeswd gravesites in the cemetery
of Caltagirone and the construction of the new gyavd in the fraction of Granieri, for an overall
investment of over 19 million Euro, paid entirely the construction company. The agreement
between the City and the private partner - lasfiBgyears - will include an 18,000-square meter
addition to the current cemetery of Caltagironannarea to the northwest, with the construction of
9941 gravesites. The new graveyard in Granierigoarea of 13,0000 square meters) will contain
2,656 spaces.

The contract stipulates that the contractor wilrégponsible for the expropriation procedures (and
the relative costs), the construction of the bumiahes and the public urbanization works, such as
the water and sewer system, street lighting, pgrkimd cemetery landscaping, and the
management of the cemetery services both in the anedvthe old cemeteries. The City will
continue to be responsible for security.

At the end of the 15 years, ownership of all thekspincluding the expropriated areas, will revert
to the City of Caltagirone.

The administrations of the larger cities, or astehe provincial capitals, seem to be more adive
the front of Project Financing because they have more significant technical addinistrative
structures with a potentially greater capacity ttoaat investments. A significant exception is the
city of Caltagirone in the province of Catania (about 40,000 inhal&gwhich, in addition to the
Project financingoperations described in the preceding tableynently tendering a competition
to select a private partner for a particularly aiobs urban renewal project, focused on the
construction of the new stadium for the city.

The stadium will be a multi-purpose facility, wighminimum capacity of six thousand seats. It will
feature an athletic track, four tennis courts, #ding for a sports school and several parking.lots
The structure will also host public performanced great events for at least ten thousand people.
The project also includes the possibility of bulglihospitality and leisure structures to enhanee th
sports facility, in the area next to the stadiurne private contractor will manage the new structure
for 30 years. In addition, the contractor will lslén international standard football field for the
City, beside the main facility, with at least 3@&ats.

2.3.2. Societa di Trasformazione Urbana
Law 127 of 1997 granted Municipalities and Metrdawl Cities the right to constitute public
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companies for the purpose of planning and impleimgnirban renewal projects (known as STUS).
The impact of this innovation was more or less Isimin Sicily to all the other regions in the natio
In other words, the strong initial interest demaaistd by the cities, stimulated by the possibibity
receiving grants to produce feasibility studies tloe constitution of STU§ was followed by a
phase of relative indifference and scepticism, wadéid by the widespread perception in the
municipal administrations that this instrument ntidgge too difficult to use. The basis for this
wariness was the generally disappointing outcomehef feasibility studies produced with the
funding granted by the central government, statmg001, after which a very small number of
STUs was actually constituted, and none of theridhap

In Sicily, four feasibility studies were funded aodmpleted for the constitution of STUs for the
municipalities of:

® Siracusa

® Messina

® Caltanisetta

® Marsala (TP)

In recent years, thanks to the growing capacityritiative of the more “dynamic” administrations,
and the constantly diminishing resources for publiestments, the resistance to experimenting
with particularly advanced (and binding) forms efrimership with private investors has partially
waned. A significant number of STUs have therefwen constituted and become operative. These

“virtuous” examples have recently rekindled a siyonterest in this instrument in all the more
enterprising administrations.

As for Sicily, the first STU has been officially mstituted. The company is “ll Tirone SpA”, in
which the City of Messina participates with a 30k@re, and the rest is held by a group of six
private companies, both local and natidfidlhe STU, whose organization and feasibility wée t
object of one of the studies funded by the Ministmas constituted to develop a particularly
ambitious program of renewal/regeneration that empasses ten principal projects:

the construction of a new school complex and adjgiparking area,

a new shopping centre,

the urban regeneration of the historic urban fasiriBorgo Tirone and new roads,

the restoration of the S. Barbara stair,

the construction of a new office building in Vialadorna,

the restoration of Palazzo degli Elefanti,

a new residential building in Via Santa Maria delcsto,

new housing in Viale ltalia,

renovation of Piazza Lo Sardo (piazza del Popait) a pedestrian zone with new urban
furniture,

newsocial housing.

22 Art. 7 of Law n.21/2001 allocated 41.6 billionrés over a three-year period destined for Munidigal

to fund the processes required to constitute SsT.The funding was paid after a selection procless t
chose the most interesting applications from thenigipalities in response to a call for bids by the
Ministry of Infrastructure and Transport.

The six private partners of Il Tirone SpA arerkdi SpA, Demoter SpA, Studio FC and RR Associati
Srl, Trio Srl, Quattropareti Srl.

23
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Figure 1 - Development project for the Tirone district. At left: an overview of the projects from the south-east. Below: view from the
north and a detail of the new office building.

2.3.3. FIPRS Fund

And finally, as part of an effort to improve thepoitation of its real estate properties, the &iail
Regional Government launched, with its Regionaldaidaw of 2005, an operation entitlEdndo
Comune di Investimento Immobiliare Regione Sicdjathe model of which was conceived and
developed by the Regional Budget Council and thpalenent of the Budget and Treasury. The
fund, known as FIPRS, an acronym Fondo Immobiliare Pubblico Regione Siciligria a closed
fund created with the contribution of public reatage properties. FIRSP is managed by Pirelli RE
SGR with the support of RREEF Opportunities Managretinsrl. The Fund was constituted thanks
to the contribution and the sale of 34 commerciapprties, prevalently office buildings, by the
Region and other regional bodies, for a value & @@lion Euro.
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3. SUSTAINABLE URBAN DEVELOPMENT IN THE OP ERDF 2007-
2013 FOR THE REGIONE SICILIANA

3.1.  STRUCTURE OF THE OP ERDF

The structure of the Operational Program of the ERID07-2013 for the Regione Siciliana,
approved by European Commission Decision N. C(2049 dated 7 September 2007 - is
divided into the followingseven Priority Axes

® Priority Axis | Networks and connections for motyili

® Priority Axis Il Efficient use of natural resources

® Priority Axis Il Enhancement of the cultural idé@s and the environmental and
landscape resources for tourist attractivity ancettgoment

® Priority Axis IV Diffusion of research, innovaticaand the information society

® Priority AxisV  Business development and competitiess of local production systems

® Priority Axis VI Sustainable Urban Development

® Priority Axis VIl Governanceinstitutional capacity and technical assistance.

The seven Priority Axes are articulated in Specifi©bjectives, each of which are divided into
Operational Objectives, subdivided into Activities.

Priority Axis | in particular, coherently with Priority 6 of the R& (Networks and connections
for mobility), aims to fortify the transport anddigtics infrastructure and services, with the
completion of the primary transport networks anasthserving the rural and internal areas, a more
incisive action to achieve modal balance in viewtloé development of the Trans-European
networks, an increase in the quantity of speciiftaistructure terminals logistic platforms) and,
above all, the rationalization of the mobility obagls and people with more widespread public
guided mass transportation systems and the promotisustainable modalities.

Priority Axis Il — in coherence with Priority 3 of the NSRF (Sustdie and efficient use of
environmental resources for development) — ide#tifiiatural resources as a second important
factor of attraction, on the basis of the evidepe®/ided by the context analysis, which identifies
the major critical areas as the delay in achiewimg objectives set by Kyoto, the incomplete
implementation of the integrated management of msated waste, and the significant hydro-
geological risk present in many areas of the rediothe field of energy, the Priority Axis focuses
prevalently on the cultivation of opportunities fire development of renewable resources and
energy savings, and on the support for regionatggnproduction chains, as a complementary
measure to the Energy Interregional Operationagjrame whose purpose is to promote inter-
regional production chains.

Priority Axis Ill  — coherently with Priority 3 and Priority 5 (Culéition of the natural and cultural
resources for attractiveness and development)eoNBRF and complementary to the objectives of
the Interregional Operational Program “Cultural sadural factors of attractiveness and tourism” —
centres on the enhancement of the regional and lkndaural and natural assets to develop tourism,
and on the reconstruction of production chainssyrstems for tourism.
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Priority Axis IV — coherently with Priority 2 of the NSRF (Promaticultivation and diffusion of
research and innovation for competitiveness) —camplementary to the Interregional Operational
Programme “Research and competitiveness”, condentiarevalently on promoting innovation
and technological transfer within the context asdqarction districts andlusters,on reinforcing the
demand for innovation, on a greater integrationveet public and private research, with increased
convergence between research and the needs oébsis

Priority Axis V. — coherently with Priority 7 of the NSRF (Compegness of production systems
and employment) — concentrates its action primanyabolishing the constraints deriving from the
size limits of businesses, including explicit andoto encourage forms of aggregation between
them. The Priority Axis therefore seeks to complbie production chains, to reorganize the aid
system to take into account the dimensional charmstts of the businesses, to identify the
production chainslusters to provide incentives for the formation difstretti to narrow the
knowledge gap in small and medium-size businessd®lp in their consolidation, to promote
synergy between research and small and mediunbsigieesses, and to reduce their dependency
on external resources in the distribution sectgrpriomoting quality products and services, but not
only.

Priority Axis VI serves to reinforce urban services in the metrgpolareas and medium-size

centres (working prevalently on the incubating tiorcof urban hubs, on social and health centres
and on the provision of eco-sustainable mobility) dilocating resources to solve problems of
social integration in urban and metropolitan areagen by restoring the values of identity

connected with place. This Priority Axis is cohdrernth national orientations in the matter of

projects for urban revitalization/regeneration, egrated from a social, economic and

environmental point of view and in particular wRhiority 4 — Social inclusion and services for the

quality of life and attractiveness of the regiomdawith Priority 8 — Competitiveness and

attractiveness of cities and urban systems, oNBRF,

Finally, Priority Axis VII aims to increase the general range of instruntéatsfoster efficiency
and effectiveness — and therefore the capacitsei&ponse — in the public administration and how it
governs public policy. This is also the context tbe action that aims to guarantee levels of
lawfulness, a primary requirement for southernaegiin the Convergence objective.

The above shows that the first three priority aveder prevalently to factors of attractivenesshia t
context, the next two to the “diffusion of the kriedge society and entrepreneurialism”, whereas
the last two address a range of issues.

In reference to thénancial resourcesallocated to each of the seven Priority Axes -wshim the
following table — as may be seen more clearly iagbam 1 below, 70% of the total financial
resources of the Program are concentrated on thewing Priority Axes: | —Networks and
connections for mobilityl] — Efficient use of natural resourcesd Ill —Enhancement of cultural
identities and the environmental and landscape ueses for tourist attractiveness and
development.

24 0On the basis of the general orientations defineer dfie intermediate revision of the Lisbon strgteg
which also included the definition of the Activi@imed at growth and employment, approved in March
2005) — each Member State was required to drafiteomal reform plan on a three-year basis, which
would indicate the reforms and other measures adogit a national level to achieve the objectivethef
Lisbon Strategy. Italy approved the Plan for Innewg Growth and EmploymentP{ano per
I'Innovazione, la Crescita e I'OccupaziordPICQO), which specified the reforms, the measamed the
national interventions that could be programmedotiosue the Lisbon objectives and to renew their
potential. Priority Axis VI is also coherent withe following measures in the PICO: I- Increasertirge
of free choice available to citizens and businesd¥s — Upgrade the material and immaterial
infrastructure; V — Protect the environment. (See B.a.3., ROP ERDF 2007-2013).
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Table 1 - Regione Siciliana — Operational Program ERDF 2007-2013 — Total Financial Plan (Amount in [J)

Indicative distribution of the

Comilsuien national matching funds o
National .
from the National

Priority Axis |
Networks and
connections for
mobility

Priority Axis Il
Efficient use of
natural resources
Priority Axis Il
Enhancement of the
cultural identity and
the environmental
and landscape
resources for tourist
attractiveness and
development
Priority Axis IV
Diffusion of reseach
and innovation and
the information
society

Priority Axis V
Entrepreneurial
development and
the competitiveness
of local production
systems

Priority Axis VI
Sustainable  urban
development
Priority Axis VII
Governance,
institutional capacity
and technical
assistance

TOTAL

European
Community (a)

719.356.560

801.101.625

735.705.574

163.490.128

425.074.332

359.678.280

65.396.051

3.269.802.550

matching funds

(b)=(c)+(d)

719.356.560

801.101.625

735.705.574

163.490.128

425.074.332

359.678.280

65.396.051

3.269.802.550

National public
financing

©*

719.356.560

801.101.625

735.705.574

163.490.128

425.074.332

359.678.280

65.396.051

3.269.802.550

public
financing

(9

0

Total Financing

() = (a) + (b)

1.438.713.120

1.602.203.250

1.471.411.148

326.980.256

850.148.664

719.356.560

130.792.102

6.539.605.100

financing
Ratio

(H)=(a) / (e)

50%

50%

50%

50%

50%

50%

50%

50%

* The national public share is constant (50%) faheRriority Axis in the Programm&he national public

share includes, in a constant measure for eachitiPridxis, the contribution from the Rotating Furd

instituted by law n. 183/1987, for the amount ofr&®2,335,861,784 (71.44%), including 47,000,(00
Euro for financial rebalancing, and from the Regemd/or other public entities participating in te
Programme, for the amount of Euro 933,940,766 @28)5
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Diagram 1 - Percentage of financial resources allocatedtoeac  h Priority Axis of OP
ERDF 2007-2013 for the Regione Siciliana

H Priority Axis | - Networks and connections

for mobility
. H Priority Axis Il - Efficient use of natural
) Axis VII Axis | resources
AXis VI 2,0% 22.0%
11,0%
Axis V ® Priority Axis Ill - Enhancement of the
cultural identity and the environmental and
13,0% landscape resources for tourist

attractiveness and development

m Priority Axis IV - Diffusion of reseach and
innovation and the information society

Axis IV
5,0%
L m Priority Axis V - Entrepreneurial

development and the competitiveness of
local production systems

Axis il T _
22,5% Axis Il ® Priority Axis VI - Sustainable urban
24 5% development

® Priority Axis VII - Governance,
institutional capacity and technical
assistance

3.2.  URBAN DEVELOPMENT: MULTI-AXIS APPROACH

The Operational Program of the ERDF 2007-2013HerRegione Siciliana, within the articulation
of its text, includes, as previously shown, a ftyoaxis ERIORITY AXIS VI ) specifically
dedicated to sustainable urban developmenand arexplicit statement regarding the possible
use of the JESSICA initiative by the Managing Authority for the implementation wfan
policies included in this Priority Axia

PRIORITY AXIS VI, the general objective of which'i® promote economic development, the
capacity for attraction and innovation of the city with a view towards sustainable
development and social integration”therefore represents the primary planning conteiitinv
which to proceed for the implementation of JESSIG&icily.

It must however be underlined thatthin this Priority Axis there is no Activity specifically
dedicated to projects of sustainable urban developemt to be financed with the JESSICA
mechanism.

As previously shown, PRIORITY AXIS VI was assignEt?o of the total financial resources of the
Programme.

* See Par. 4.9. ROP ERDF 2007-2013.
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If on the one hand the amount of these resourcpeaap undersized with respect to the general
objective of the Priority Axis, on the other harids important to highlight the complementary
relationship and the tendency towards the integmatf PRIORITY AXIS VI with the other
Priority Axes of the OP, which include projectsttikan contribute significantly to regional urban
development.

In this sense the Guidelines for the enactmentRIORITY AXIS VI state that the process of
enactment of the Priority Axis itself <waust be viewed in relation to the enactment ofatier
Priority Axes of the OP ERDF — in particular theesmthat benefit the Local Governments — taking
into account the quantification of the allocategwoarces which, overall, are more congruous to
the effectiveness of the strategies of innovatind eompetitiveness, compared to the limited
amount of resources allocated to PRIORITY AXIS VI>>

Thecontribution of the other Priority Axes in the O.P.to the pursuit of urban developments
particularly clear in reference to the followingjacts:

® Within PRIORITY AXIS | — Networks and connections for fitgbicompletion and
reinforcement of the transport networks, improvemainaccessibility and the mobility of
people and goods, and reinforcement of the pubdissntransportation system;

® Within PRIORITY AXIS Il — Efficient use of natural resasarationalization of the demand
for energy, support for the production of energynirrenewable resources, upgrading and
monitoring of the facilities for the production amtistribution of energy, completion of
investments in the infrastructure to comply witke 8tandards of the water distribution sector
and improvement in the efficiency of solid urbarstgamanagement;

® Within PRIORITY AXIS Il — Enhancement of the cuttd identities and the environmental
and landscape resources for tourist attractiveamsk development: projects to revitalize
architectural and urban contexts with historicald acultural value, and realization of
infrastructure and cultural itineraries, to reid®the systems that are of interest to tourism;

® Within PRIORITY AXIS IV — Diffusion of research and innimraand of the information
society: actions to support industrial research and experiahedevelopment in order to
reinforce the role of urban areas as centres ibpedse functions of excellence and superior-
level services to businesses;

® Within PRIORITY AXIS V — Entrepreneurial development aadhpetitiveness of local
production systemgarojects whose purpose is to support policies fodpction systems that
develop urban-scale functions or services.

Urban development therefore represents an aspectdhis common to the entire Programme

as shown by the fact, described above, that orteeofnstruments of implementation of Priority
Axis VI is the inclusion of projects/actions thaintribute to urban and regional development and
also count as part of other Priority Axes of the BRDF, and by the circumstance that the
JESSICA Holding Fund of the Regione Siciliana wasstituted with resources deriving from
several different Priority Axes.

Consequently an absolutely central role is attetduto urban development in the Operational
Programme ERDF 2007-2013, in which the analysihefregional context highlights the fact that
the Region’s competitiveness is essentially centrredits urban systems, in addition to other
dimensions such as local production systems aradl aveas.

The analysis of the context explicitly emphasizke key role played by urban and urban-
metropolitan systems in the development procesEd¢keoentire regional area, as generators or
hubs for the dynamics of renewal.

Though the urban structure of the Region featung®@alence (approximately 72% of the total) of
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smaller towns, with a population below 10,000 iriteatis and mostly located in rural contexts, the
Sicilian population, as well the majority of foraigresidents in search of employment are
distributed primarily in the medium to large-siztes™.

In particular, the towns with over 30,000 inhabigarwhich number 34 (including the provincial
capital Enna which counts approximately 28,000 Iitaats) out of a total of 390, and are
prevalently located along the coasts, concentr &f the population (statistics 2068)and most
of the productive activities are established there.

In the light of these facts, the O.P. highlightgshbthe importance of cultivating the competitive

potential on an interregional scale, and the leddprrole of metropolitan cities, medium-sized

centres and provincial capitals in the economic aodal development processes of the entire
Region.

This entails that, on the one hand, medium-siZzescihust reinforce their urban-grade functions to
benefit adjacent communities as well, and on tiherohand, larger municipalities must reinforce
the production of advanced services of excellefaepeople and businesses), since they condense
at least one quarter of the entire regional pomuator over one third if the issue is considered
from a metropolitan point of view.

At the same time, it is deemed appropriate to famesal policies in urban areas, because it is the
urban context that prevalently experiences unenmmpémy for the weaker segments of the job
market, episodes of discrimination and violation thie principles of equal opportunity,
demographic pressure deriving from the concentrath foreign workers, manifestations of
lawlessness that obstacle entrepreneurial acswaiiel lower the quality of life of the citizens.

Finally, emphasis is laid on the importance for amrbpolicies in sustaining economic and
productive networking and grouping, and in imprayvthe provision of services at a regional inter-
municipal scale, favouring interventions with gegampact on the regional areas of reference, in a
logic of regional cohesion, integration and polydrism that can lead to a reduction in the internal
differences and create greater balance to behefitnore marginalized areas.

This strategic approach has been adopted by RriddlS VI, both in its content and in the
modalities established for its implementaffon

PRIORITY AXIS VI in fact seeks to simultaneouslyoprote and integrate policies in favour of
entrepreneurship and employment, and policiesdorounity development, in the form of a better
provision of services to the citizens, and of soc@hesion through the improvement of living
conditions and environmental quality in disadvasthgrban areas and neighbourhoods.

As shown in Table 2, the general objective of tRrfority Axis is articulated in two Specific
Objectives, in turn divided into four and two Opeaal Objectives.

The six Operational Objectives are also dividedo ir23 Activities, for which 8 Regional
Departments will serve as Centres of Responsibility

% |n 2005 (ISTAT census of the resident populatioroBd January 2006), the towns with a population

greater than 20,000 inhabitants counted over 65%@fresident population, whereas the share of the
region’s population resident in towns with over@M) inhabitants was equal to 53%. 67.4% of foraigne
were resident in the urban areas (See OP ERDF Re@iiliana).

27 Almost half of the population is concentratedhia three cities of Palermo, Catania and Messina.

2 In this sense Axis VI hinges on the urban polidetineated by the European Union, with reference to
the communication of the Commission to the Couand Parliament COM (2006) 385 final “Policies of
cohesion and the city: the contribution of citiesgtowth and occupation in regional developmentd a
to the Leipzig Charter for sustainable Europeaie€idated May 2007.
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Specific Objectives.1 —To reinforce urban services in the metropolitan a®and medium-sized
citiestargetscities that are provincial capitalsandcities with a population greater than 30,000
inhabitants.

Objective 6.1 aims, within the larger cities, torstlate the attraction of private investments and

the further development of services in the moreaaded sectors, to foster the regeneration and
sustainability of the welfare system by improvirge tquality and quantity of urban services —

typically public and public-private — availablegeople and to business.

Specific Objectives.2 — To create new centralities and enhance urbbanewal by building new
hubs of development and services for a wider-rargyinsership -aims to create, within the
smaller urban centres (with less than 30,000 inhatzints), diffused hubs of development and
services for a usership beyond the local leveipster greater balance and cohesion in the region.

Table 2 - Priority Axis VI — Sustainable Urban Development

Specific Obijective

Operational Obijective

6.1.1 - To build urban-scale structures and projects for
the establishment and development of activities and
services, which could also support the entrepreneurial
system.

6.1.2 - To strengthen regional health centres and adopt

Activities
6.1.1.1;6.1.1.2; 6.1.1.3;
6.1.1.4

6.1.2.1;6.1.2.2; 6.1.2.3

6.1 - Reinforce urban services in advanced technology for services of greater quality

metropolitan areas and medium-size
cities 6.1.3 - To upgrade the structures of urban services and = 6.1
mobility to respond to criteria of social and environmental = 6.1

6.1

quality.

6.1.4 - To reinforce the network of prevention services
and of activities aimed at the more disadvantaged
situations in the urban areas.

;6.1.42;6.1.4.3;

6.2.1 - To build urban renewal projects for the creation

of hubs of development and services. G215 0212

6.2 - To create new centralities and
enhance urban renewal by creating
new hubs for development and

services with wider-ranging usership 4 2 5 _ To revitalize and regenerate areas in critical

condition or under-utilized. Q2L GZZE Ca2S

The beneficiaries of Priority Axis VI are: Regione Siciliana, Public Bodies, Local Goweent
Bodies, Trade Fair Entities, Temporary Associatidios Public/Private Purposes, public
corporations, consortia between public bodies, Agenor companies dependent or under the
supervision of the Regional or City Administratioscientific research and health institutes,
individual or associated Social Companies, RPAya®e non-profit agencies, Associations of the
third sector, A.U.S.L., Hospitals, IRCCS public Ueisity Hospitals (individual or associated).

It should be emphasized that private companiesi@s @&e notncluded among the beneficiaries of
Priority Axis VI.

As established by the documetitgibility Requirements and Selection Criteriagcal Government Bodies,
and thereforeCity Administrations — are included among the benetiaries in all the descriptions of the
Activities of Priority Axis VI, except for the Activities under the responsibility of the Health
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Department, related to Operational Objective 6.1.2and the reinforcement of Health Centreg6.1.2.1,
6.1.2.2, 6.1.2.3.). These Activities should notibh@uded in the Integrated Plans for Urban and Bweagi
Development drafted by Local Government Agencies.

3.3.  MECHANISM FOR THE IMPLEMENTATION OF PRIORITY AXIS VI (SYNTHESIS)

Coherently with the objective of enacting urbanigies with a scope and impact that transcend the
local level, and with the intent to pursue coherdatelopment policies, the modalities and
instruments established for the implementationradrRy Axis VI have been chosen to encourage
a process that involves the regions in a logic m@gional cohesion” and participation in the
processes of multilevegjovernancewhich include the participation of larger cities engines of
development, in processes to strengthen attragssnnnovation and competitiveness throughout
the entire “Sicily system”.

The Operational Programme establishes that Spdgifjective 6.1. be implemented by means of
Piani Integrati di Sviluppo Urbano (P.1.S.U. - Integrated Urban Development Plansjl #hat
Specific Objective 6.2 be implemented with instrmtse of renewed integrated planning,
represented by th@iani Integrati di Sviluppo Territoriale (P.1.S.T. — Integrated Regional
Development Plans).

It must however be emphasized that EheS.U. must be included in the P.1.S.T.with which
they must prove to be coherent; therefore the F.1.8ill contain projects that will be financed
with reference to both Specific Objective 6.1, am&pecific Objective 6.2.

“Integrated Plan for Sustainable Urban Development”

It is worth recalling here that, according to art.44 of Regulation (EC) 1083/2006, the projects eligible
for financing with JESSICA instruments must be included in an “integrated plan for sustainable urban
development”.

The regulation does not specify the criteria for the identification of an integrated plan for sustainable
urban development, though it may be defined as a system of interconnected interventions whose
purpose is to permanently improve the economic, physical, social and environmental conditions of a
city or a neighbourhood.

This definition covers various instruments of integrated city planning within the Member States or the
different Regions of the same State.

The Regione Siciliana has chosen to restrict the areas of planned integration within which to select
projects that may apply for JESSICA investments to the P.I.S.U. and P.I.S.T.

The “Guidelines for the implementation of Prioridyis VI”, approved in Council Deliberation
n.431 dated 29 October 2009, establish that Locale@ment Bodies gathered inkegional
Coalitions — formalized by a Protocol of Agreem&htcan present the followings part of the
P.L.S.T.

? Following the Public Announcement for the regioiraplementation of the OP ERDF 2007-2013,
Priority Axis VI “Sustainable Urban Development’ufished in the GURS n.51 dated 6 November
2009), 26 Regional Coalitions were constitutedhsytheneficiary Local Government Bodies, on thedasi
of specific Protocols of Agreement, for the devehlgmt of twenty-six P.I.S.T.
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® Projects for interventions/actions to be fundedeiation to Specific Objectivé.1, as part of
the P.I1.S.U. at the urban scale for cities with over 30,000alritants and/or provincial
capitals®.

® Integrated projects for interventions/actions (atdegrated), involving Activities referring to
other Priority Axes of the O.P. ERDF,which contribute to the implementation of Priority
AXxis VI,

® Projects for interventions/actions basedodmer Programmes of the Regione(PAR FAS,
PO FSE, PSR Sicilia, PO FEPtransnational Programmes Italy-Malta and ltaly:Bia) to
decide jointly with the responsible Departments wiave signed the Inter-Departmental
Agreements between Managing Authorities;

® Projects for urban development and public-private @rtnership (PPP) initiatives, to be
funded with loans from the Urban Development Fundsactivated on the basis of the
JESSICA initiative.

As a conseguencea,requirement for a project to be able to apply forJESSICA investments is
that it be included in the P.I.S.T. (Integrated Regnal Development Plans) and the P.I.S.U.
(Integrated Urban Development Plans).

The process of developing and presenting the latedr Plan takes place in three successive
phase¥, characterized by a negotiation/assessment pregedvhich includes verification of
eligibility and an assessment, both with referetéhe Integrated Plans as a whole, and with
reference to the individual operations of whicltansists. The negotiation/assessment procedure,
which is activated in each of the various phasexjyres a final output that consists in a ranking
of merit for the operations eligible for outrightagts, to be attributed to the Activities of Prigri
Axis VI and other Priority Axes of the ROP that Wiinance the operations included in the
Integrated Plans (P.I.S.U. and P.1.S.T.).

On this subject, it must be underlined that iIB&SICA operations— which must be coherent with
the JESSICA Activities, i.e. those Activities thhhve contributed to the constitution of the
JESSICA Holding Fund -are not subject to the above-mentioned negotiatioagsessment
procedure.

However, their inclusion into the Integrated Pléorsurban and regional development (P.1.S.T. and
P.1.S.U.) are the premise for their access to ¢éfecion and financing procedure by the UDFRis

List of projects may be modified and added to by tb Regional Coalitions in relation to
specific operational requirements agreed upon witlthe UDF even after the presentation of
the Integrated Plans.

Below is a chart (Chart 2), which details all thetigities attributed to Priority Axis VI and the
other Priority Axes of the OP ERDF, and the reltawailable financial resources designated to
fund grants for the projects included in the Iné#gd Plans. This chart also highlights the
Activities that have contributed to the constitution of the JESSICA Holding Fund and the
relative financial resources available to therhjch are meant to provide rotating funds for the

%0 As shown above, the PISU/PIST cannot includegutsjrelating to Activities 6.1.2.1, 6.1.2.2, 6.3.2

3 These are the: “Programma Attuativo Regionale dForee Sottoutilizzate” (Regional Enactment
Programme FAS Funds), the “Programma Operativo &oBwciale Europeo” (the Operational
Programme of the European Social Fund), the “Progra di Sviluppo Rurale” (the Rural Development
Programme), and the “Programma Operativo Fondofaaer la Pesca” (the Operational Programme
European Fishing Fund”.

“First preliminary window” (deadline for the pregation of the documentation: 15 April 2010); “Sedon
window” (deadline for the presentation of the doemtation: 19 July 2010), “Third window” (deadline
for the presentation of the documentation: 31 May13.
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JESSICA operations included in the Integrated Plans

Diagram 2 — Hnandal resources available for sustainab

AxisVI OP ERDF —Obj. 6.1

Activities

6.1.1.1 6.1.1.2 6.1.1.3 6.1.1.4 6.1.3.1
6.1.3.2 6.1.3.3 6.1.3.4 6.1.3.5 6.1.3.6
6.1.3.7 6.1.4.1 6.1.42 6.1.43 6.1.4.4

Axis VI OP ERDF — Obj. 6.2

Activities

6.2.1.1 6.2.1.2 6.2.2.1 6.2.2.2 6.2.2.3

Other Axes OP ERDF

Activities

1321 2121 2122 2442 3113
3.1.3.1 3.1.3.2 3.1.3.4 3.1.4.1 3.1.4.2
3.1.43 3.1.44 3.145 3211 3.2.1.3
3.2.2.2 3.3.1.3 3.3.2.1 3.3.2.2 3.3.2.3
3.3.25 3.3.3.1 3.3.3.3 4.2.2.3 4.2.24
5211 71217122 71211 7.2.1.2

JESSICA Holding Fund

Activities

1.3.21 2.1.21 21.22 3141 3144
3.3.25 3333 6.1.1.1 6.1.1.3 6.1.3.3
6.2.1.1

Activity
2.1.1.2.

(Activity not included in the procedure
for the implementation of Axis VI)
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4. PLANNING PROCESSES AND URBAN PROJECTS UNDER WAY IN
THE REGIONAL CONTEXT (IN THE PERSPECTIVE OF JESSICA)

4.1.  STRATEGIC PLANS AND OTHER PLANNING INSTRUMENTS FOR SUSTAINABLE URBAN
DEVELOPMENT

The first phase of the Study, which began in Oat@®®9, was dedicated to the examination of the
planning processes developed in Sicily, with theopse of:

® Identifying the potential demand for JESSICA-tympldunding

® Providing the Regione Siciliana with an approximapgantification of the resources to
allocate to the Holding Fund, which was in the psscof constitution at the tirfie

® Selecting “pilot-cases” on which to concentrate theccessive analysis which could
effectively represent the planning initiatives emtty underway and could therefore serve as a
model to reproduce in local contexts other tharothes under consideration.

® Defining the articulation and typology of Urban @é&pment Funds in Sicily.

First, the decision was made to examine the prejeontained in the Strategic Plans, for the
following reasons:

® The experience of the Strategic Plangcurrently in the process of being developed and
approved)nvolves over 200 municipalitiesgiven that there ar&2 Strategic Plans promoted
in Sicily and approximately half of them refer tneosingle Municipality (with a population
greater than 30,000 inhabitants), dridare inter-municipal.

® The Strategic Plans not only define the developrsémategy, often beyond the local scale,
with an integrated systematic approach betweenhoomegeneous parts of the same region
(urban and rural), but they are also instrumerds lave systematized previous programming
experiences;

Both the OP ERDF and the document “Guidelines ffier tegional enactment of the OP ERDF
2007-2013, in reference to Priority Axis VI — sus#ble urban development — both in the draft
dated 23 July 2009 and the definitive version apgdoby Council Deliberation n. 431 dated 29
October 2009 — define the Strategic Plans, beoafutbee aspect highlighted in the preceding point,
as the primary reference for the definition of thiegrated Plans for Urban Developmiént

% In particular, during the period between the en@ofober and the beginning of November 2009, ®seri
of meetings was held with the Regional Planning &&pent and other Regional Departments
(Cooperation, Energy Department, Industry Departirfeablic Works Department, Tourism Department,
Cultural Heritage Department, Budget and Treasumgpddtment), which became an important
opportunity to underline the advantages of alloxatiesources to the Regional Holding Fund, and to
clarify the modalities for managing the resourcesferred to the Fund. These encounters provided the
opportunity to illustrate to the Departments theliprinary results of the analysis conducted on the
projects under development by the Cities, to prevadements that could help guide the choice of
Activities in the ROP which might be most approteig allocated for the constitution of the Holding
Fund, and offer an approximate quantification af ttemand for financial resources required by the
selected projects.

% On this subject, it must be remarked that a figmit share of the FAS (Underutilized Area Funda)s
invested to promote the Strategic Plans.
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The Strategic Sicilian Plans

The Strategic Plans developed by the cities and by local aggregations of municipalities were financed
with FAS funds allocated by the central government in 2004 (CIPE deliberations n. 20/2004 and
n.35/2005) — with the sole exception of the Municipal Plan of Caltagirone financed with other
resources than those in the CIPE deliberation — to favour sustainable urban development in
“underutilized areas” of the country and aimed towards the pursuit of the objectives and strategies
defined in the Lisbon and Géteborg Strategies.
The financial effort by the central government derives from the recognition that strategic planning, as
it developed in Europe and in the world starting at the end of the Eighties, is an instrument than can
structure and optimize the role of cities and regional realities as hubs of excellence of material and
immaterial networks, or as veritable centres of research and innovation. In other words, the central
government stimulated the production of Strategic Plans in the cities of southern ltaly in order to give
those areas adequate instruments to maximize the benefits that derive from the use of EC funding
during the 2007-2013 programming period.

Though recognizing that it is impossible and inappropriate to codify a priori the processes of

developing and managing strategic plans, the central government provided Guide Lines, based

primarily on the major inspiring principles of the strategic plans that have proven to be most
effective, both nationally and internationally.

The Sicilian Strategic Plans, though they can differ significantly from one another in terms of structure

and content, were developed in coherence with these Guide Lines and:

e Define a political design of sustainable development and strategic and competitive repositioning
in a medium to long-term perspective,

* |dentify mechanisms of connection to city planning at various scales on the basis of a vision of
guidance projected onto the territory,

* |dentify strategic directions for development at the urban, inter-municipal and greater area scale
regarding several key contexts such as: the production of public/collective goods and services,
economic and social safety, the battle against physical and social decay, environmental quality,
attractiveness and competitiveness of the urban-regional context, effectiveness of administrative
and institutional action,

* Define specific actions instrumental to the pursuit of the directions in strategic development,

e Can identify and build effective partnership structures to structure and manage the
implementation structures of the Plan itself (the definitive draft of the Strategic Plan can be
accompanied by an Agreement signed by the public and private actors involved in its
realization).

In particular, it was decided to concentrate aitenon the Strategic Plans related principally to
urban areas, in coherence with the objectives ef HBSSICA initiative to promote sustainable

urban development projects.

Many of the Sicilian Strategic Plans are currentlythe process of elaboration, therefore a

definitive plan document is not yet available.

Nevertheless, in some cases it has been possibiablish direct contact with the administrations
responsible for them and to obtain information aliba planning initiatives and projects currently
being incorporated into the definitive Plan docutmérough not all of them include a cost estimate.

In particular, the following Strategic Plans, agbie at a definitive or intermediate stage, were

examined:
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6 inter-municipal Plans: Agroericino (leader Erice—TP), Terre Sicane (leader Sciacca —
AG), Terre Iblee (leader Ragusa), Valle dell'lppari(leader Comiso — RG), August (SR),
Catania®;

12 Municipal Plans: Trapani, Mazara del Vallo, Alcano, Termini Imerese, Agrigento,
Caltanissetta, Gela, Enna, Modica, Caltagirone, Mesna, Barcellona Pozzo di Gotto.

In other cases in which the list of projects was yet available, it was decided to conduct an
analysis of the intermediate documents of the &fratPlan and of other programming/planning
tools, as in the case Bhlermo, Siracusa and Messina.

In other cases yet, it was decided to deal direwsibh the competent local administrations to
understand the planning processes underway, d®indase of Ragusa, Siracusa, Caltagirone and
Trapani in particul&f.

Out of all the planning processes that were examhiaeselection was made of the potentially
“lessicable” projects, i.e. projects that could tbensformed into interventions or “packages of
interventions” to be financed with the financialahanism introduced by JESSICA.

The criteria adopted to make this selection weseta@n the following aspects:

Return capacity of the investment, in relation ethithe interventions considered individually,
and the full “planning packages”;

The possibility of constituting a public-private rppgership to fulfil the above-mentioned
requisite;

The capacity of the interventions — consideredviddially or as part of a “planning package”

— to become the catalysts for a real process téisiable urban development or more simply
for the exploitation of real-estate assets; in gaisspective, the selection process was oriented
towards projects to restore and renovate existingctsires rather than projects for new
construction.

35
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The inter-municipal Strategic Plans under examimainclude the following municipalities: Agroericin

— 6 Municipalities (Erice, Valderice, San Vito Laa@b, Custonaci, Castellammare del Golfo, Buseto
Palizzolo); TerreSicane- 9 Municipalities ( Sciac&anta Margherita del Belice, Sambuca di Sicilia,
Ribera, Montevago, Menfi, Cattolica Eraclea, Cadtliita, Calamonaci); Terre Iblee- 5 Municipalities
(Ragusa, Monterosso Almo, Giarratana, Scicli, Ghiaynte Gulfi); Valle Dell’lppari — 4 Municipalities
(Comiso, Vittoria, Santa Croce Camerina, Acate)gésta-11 Municipalities (Augusta, Solarino, Priolo
Gargallo, Melilli, Lentini, Francofonte, Floridig&erla Cassaro, Carlentini, Buscami, Buccheri); Giata

9 Municipalities (Catania, Tremestieri Etneo, Sagdita li Battiati, San Pietro Clarenza, San Giovdan
Punta, Misterbianco, Mascalucia, Gravina di Cataf@ Bonaccorsi).

In the case of the inter-Municipal Strategic PldrRagusa “Terre Iblee — Mari e Monti”, the encounte
with the Municipal Administration of Ragusa madedssible not only to acquire the list of projeicts
the Strategic Plan, but also to highlight new plagnnitiatives promoted by the City of Ragusa aud
included in the Plan, which demonstrate signifiqaotential in view of the future implementationtoé
JESSICA mechanism.

Whereas in the case of the Strategic Plan of iy @ Caltagirone “Caltagirone 2010”, completed in
July 2004 — the only Strategic Plan in Sicily fisad with resources not covered by CIPE deliberation
n.20/2004 and n.35/2005 — the direct contact with @ity Administration proved particularly usefolr f
understanding the planning processes underwayeilCity, in that the above-mentioned Strategic Bdan
partly obsolete and many of the planning projetts have already been completed.
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4.2. EMERGING PROJECTS AND MAIN THEMATIC AREAS

The examination of the planning processes currentlprogress highlighted several recurring
thematic areas. It appeared useful to highlightehtbbemes and to group the selected projects by
thematic area, for two purposes:

@ to select the resources of the ROP ERDF that ast appropriate to allocate;

® to define the future channels of disbursement Ff& tesources that will be allocated to
JESSICA (typology and articulation of the Urban Blepment Funds).

The selected projects were grouped into the foligwhematic categories:

A - Environmental regeneration and renovation/adidation of thewaterfront;

B - Revitalization of historic city centres and ‘wdields / restoration of large historic or
industrial buildings;

C - Systems for managing and saving energy ressunegural resources and waste;

D - Sustainable urban mobility and rationalizatafrihe accesses to historic city centres;
E - Development of regional amenities at the sereicbusiness and local production;

F - Gathering places for young people, to desigaatgreen spaces or sporting facilities.

A table was then elaborated listing all the sebbgbeojects grouped by thematic area, and
accompanied by indications of the following elensent

a) the programming/planning tool they were chosen from
b) site of the project;
c) level of definition of the project initiativé

d) cost estimate of the project, if available.

To provide an easier reading of the results degifiom the aggregation of the projects selected for
Terni, a synthesis was made in the chart below.

% The level of definition of the project initiativeas divided into 3 categories:
IDEA-PROJECT, which indicates that this is a cqtgaroject or that there is already a feasibilitydy;
MEDIUM, which indicates preliminary design drawig
ADVANCED, which indicates the presence of a déifiiei design and/or working drawings.
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Table 3 - Subdivision of the projects per thematic area (synthesis chart)

% of

N. projects | % of total R total A
P oct esources verage cost
piete projects requested | "5°V"°® per Project
with cost | relative to the |:|q /Min s 0 /M||I1
estimate same Theme requeste

d

N

Selected % of total
projects

A- Environmental cleanup
and Waterfront 24 18% 17 71% 1.502,312 56% 88,37

regeneration

B- Conversion of historic
and industrial buildings and 67 49% 45 67% 931,98 35% 20,71
brownfields

C- Energy efficiency,

renewable energy, waste 10 7% 8 80% 56,086 2% 7,01
management

0= S et wiee 23 17% 13 57% 85,461 3% 6,57
mobility

2 Styperd SIUEls (e 4 3% 4 100% 58,55 2% 14,64
entrepreneurship

[F= Infrostrugfure for sports 9 7% 7 78% 33,026 1% 472
and recreation

Total 137 100% 94 69% 2.667,415 100% 28,38

The table above provides a summary, in referenceatth specified Theme, of the number of
selected projects, of the projects that includest estimate and their incidence with respect ¢o th
total of the projects inherent to the same Themayell as the resources required for each grouping,
in proportion to the total.

It shows that out of the 137 projects selectedy 84l (69% of the total) included the cost estimate,
equal to a total of 2,667,415 million Euro.

Though most of the selected projects were at aepimathe design process that made it possible to
get an idea of the costs involved, it is worth dyéw however that these costs must be considered
as purely indicative, for two reasons:

® because they derive from clearly inaccurate estisméthis is the case when the planning
initiative is still in the phase of project-conceptfeasibility study);

® because they refer only to the construction ofatiiucture or public facilities and not to the
construction of complex projects, which include paments to generate returns.

The scheme of the Table above — which has nomuretef scientific basis, because the selection
of the projects was drawn from only one part, hoaveémportant, of the planning processes of
Sicilian municipalities, and because the costsredgd for the projects are to be considered, fr th
reasons described above, as merely indicative piande a useful indication of the scope of the
overall demand for resources and especially thpgstimn of this demand in reference to each of
the Themes under consideration.

This could be useful to identify which ActivitieBat might be activated, out of all the ones from
which resources were drawn for the constitutiothefregional JESSICA Holding Fund and, in the
final analysis, to verify the capacity for spendthg resources of the Fund itself.

Theme A — “Environmental cleanup and regeneration/enovation of the Waterfront” is the
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one that presentdie greatest demand for economic resoufegsial to about 56% of the total
resources requested). This is not so much dueettatje number of projects that are included in
this grouping — which numerically represent 18%laf total number of selected projects — as to
the fact that on the average they have rather bagits, because of their significant complexity.
These are projects that include many interventioaslving environmental regeneration and the
structural regeneration &Vaterfronts the renovation of existing structures or the tasion of
new infrastructures to establish functions intenisi port activities or complementary to them (for
example commerce, food services, hospitality) amerventions involving roads or parking areas
and in some cases the transfer of functions (famgte industry or production) currently located
on theWaterfront.

The synthesis in previous Table highlights, ondbetrary, theclear numerical predominanceof
projects (equal to 49% of the total projects seldctnherent tdrheme B “Revitalization of the
historic city centres and brownfields / regeneratia of large historic or industrial buildings” .

This typology of project is in fact included in niad the Strategic Plans under examination. The
reason lies primarily in the circumstance thatréhatalization and repopulation of the historicycit
centres of Sicilian cities — which in many cases iara state of abandon and decay though they
include buildings (both public and private) of bigtal and architectural value - is identified by
Local Government Bodies as a strategic action tovate a process of social and economic
development of the entire city, thanks to the ddvemen effects on tourism, real-estate, commerce
and society.

The result is a diffused planning process regardigrestoration and regeneration of publicly-
owned historical buildings — there is a lesser propn of industrial buildings — and their
revitalization. It must also be highlighted that thelection considered only those projects that
included the establishment of not only public fuors, but also and especially cultural,
commercial, hospitality, and other activities than generate income and therefore show a
capacity for a return on the investment, which ieequirement for admission to the JESSICA
mechanism.

Considering only the projects that include a cetiheate, the demand for resources for the projects
in Theme B is equal to 35% of the resources reqdesterall.

Theme C — “Systems for managing and saving energyesources, natural resources and

waste” gathers 10 large projects — some of which are ceegbof several interventions involving
different buildings or ared$- including one that concerns the constructioa ofaste management
system (Augusta-SR) and another regarding projémtsoptimization/efficiency, savings and
energy production from renewable resources.

The projects to optimize and reduce energy consompionsist primarily in the insulation of
buildings, the modernization of HYAC systems anel itlstallation of systems and components for
high energy-efficiency lighting systems. In refaerto the projects regarding the production of
energy from renewable resources, only one projectuded in the Strategic Plan for the Valle
dell'lppari (Province of Ragusa), involves the domstion and completion of a methane plant and
a facility to reuse biogases produced by landfildiile others, where specified, involve the
installation of photovoltaic systems on the rodfghe buildings in the project.

The demand for resources for the projects inheietihe Theme in question is 56 million Euro,

% On this subject it must be specified that in theecaf Caltagirone, several projects regarding the

optimization of energy use and production with phottaic systems or for public lighting were

considered as a single project (Palazzo dell’Aquikdificio Ex Officine Elettriche, Palazzo

dell’lEducandato S. Luigi, Palazzo dei Padri Cratifalazzo ex Collegio Gesuiti, Borgo S. Pietro e
Scuole Comunali, Palazzo Reburdone).
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equivalent to 2% of the resources requested fdhalkelected projects that include cost estimates.
It must however be underlined that the actual dehianresources for projects “based on energy”
is greater, because many of the projects to restisteric and industrial buildings (Theme B)
include a component dealing with energy efficiergayings and production.

Theme D “Sustainable urban mobility and rationalizaion of accesses to historic city centres”
includes many projects to build new parking aregsrejects that are often funded byoject
financing operations— and projects concerning public trartapon services with a low
environmental impact (electric shuttle buses, alpeeind subway systems, mechanized
connection systems and elevators) to redesign uradaility, by rationalizing the accesses to the
historic city centres and revitalizing abandonedway belts. These are projects that are
particularly appropriate for the constitution of R because they include or have the potential to
include components that can generate income, dkefioen a fee system (as in parking lots, for
example) or from the functions — such as commemidivities, restaurants, hospitality, etc. —
which can be established in or near the nodes/nsidibns.

It must be underlined that the demand for resoudestving from the projects that belong to this
grouping, equal to 85 million Euro, is underestiathtbbecause only a small percentage of the
selected projects includes a cost estimate, anduse¢ as we have shown, this estimate does not
include the planning components that generate iecom

Theme E — “Development of regional facilities at th service of entrepreneurship and local
productions” is the one with the smallest nhumber of projecta(fm all), because they were
selected because they included a component of ulagiopment and renewal within the project.
Nevertheless, it must be noted that the demanceBmurces for these projects amounts to circa 58
million Euro, since the projects are particulartymplex and costly on the average.

Finally Theme F — “Gathering places for young people, to dggnate as green spaces or sports
facilities” includes only 9 projects and corresponds to a ddrf@ar resources equal to a mere 1%.

It must be said that the examination of the plagmirocesses in Sicilian municipalities revealed a
larger number of projects for the construction aegkeneration of sports facilities — many of them
in schools — than the number of projects in thecten.

In this case, too, the selected projects were thiwese within their complexity, could potentially
include components that generate income, and aeeeftre coherent with the criteria of
“Jessicability” concerning the capacity to repag thvestment. It must also be underlined that the
complex projects for the construction of sportsiguires or facilities — such as sports centres or
stadiums — have the potential to generate income,as such are capable of attracting private
capital and encouraging the constitution of PPPs.
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5. OPERATIONAL MODES FOR THE JESSICA HOLDING FUND IN
SICILY

5.1. CONSTITUTION OF THE HOLDING FUND

During the months of October and November 2009% fRegional Departments (Energy, Public
Works, Transportation, Cultural Heritage, Tourismpte respective memos to state their interest
in applying for the JESSICA initiative, identifyinghe Actions pertaining to their own
responsibilities in the ERDF OP Sicily 2007-2018! &éme relative resources to be allocated.

On 11/19/2009 a Funding Agreement was signed betiveeEIB and the President of the Regione
Siciliana® - subsequently approved by D.P.n.373/S VIII DRE2dd.1/23/2009 — with the purpose

of establishing a regional JESSICA Holding Fund agckeing on the Fund’s rulesgdvernance

In particular, the Funding Agreement states that tholding Fund will be managed and

administered by the EIB — within which it will beganized as a “separate block of finance” —
which will, in the name of and on behalf of the Mgmg Authority, perform all the tasks required

for the implementation of the Holding Fund (so-edI'JESSICA Action”).

In addition, it specifies that the Holding Fund Iwlle constituted with an initial contribution
deposited by the Managing Authority in the amour€ @48.068.359,0@vhich can be increased at
a later daté’

As stated earlier, five Regional Departments piadie in this contribution, with the following
financial allocations — referring to 12 Actions atld to 4 Priority Axes of the ERDF OP —
identified in the deliberation of the Regional Goweent n.444 dated 11/13/2049

® Department of Energy € 54.868.359,00
® Department of the Cultural Heritage € 20 000.000,00
® Department of Public Works € 20.000.000,00
@ Transportation Department € 18.200.000,00
® Department of Tourism € 35.000.000,00

Below is a table that lists the resources transteto the JESSICA Holding Fund, divided by
Actions, as indicated in the respective memos efiitterested Regional Departments.

%9 More precisely, the Agreement was signed by thpr&sentative of the EIB and the Managing Authority
of the OP ERDF Sicily 2007-2013, the General Actaohof the Regione and the General Managers of
the Departments that participated in the constitutif the Holding Fund.

Article 6.1 of the Funding Agreement states tiiég amount “could be increased to a maximum total

amount of EUR 199 million without the need for amiexy this Agreement, provided that this

contribution is made before 03/31/2010". In fabtstdid not happen. It must be underlined howehat t

art. 6.2 of the Agreement states: “Without prejedi® Article 6.1, upon a satisfactory level of

commitments vis a vis the Operations and with greement of the EIB, the Managing Authority may as
required contribute additional funds available urttie OP Sicily to the JESSICA Holding Fund.”

“! In Deliberation n.444 dated 11/13/2009, the RegjicGovernment deliberated to accept the plan ef th
Funding Agreement between the EIB and the RegidcikaBa for the implementation of the JESSICA
European Community initiative, including the totamount of the resources that the Regional
Departments interested in the initiative had shawerest in conferring.
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Table 4 — List of resources conferred to the JESSICA Holding Fund, divided by the Actions of the ERDF OP 2007-2013

Regional
Departments

Department of
Energy

Subtotal
Department of

the Cultural
Heritage

Subtotal

Department of
Public Works

Subtotal

Department of
Tourism

Subtotal

Department of
Transportation

Subtotal

TOTAL

Actions of the ERDF OP 2007-2013

2.1.1.2 Actions to support the production of energy from renewable sources, by local
government agencies and other public parties and to benefit productive areas

2.1.2.1 Actions to support increased energy efficiency in final uses and to reduce
climate-changing emissions, especially in the sectors of industry, transportation and
social-health construction, including demonstrative actions, with incentives for co-
generation and tri-generation, among others..

2.1.2.2 Development and implementation of locally integrated programmes, which
may also include demonstrative actions, to reduce climate-changing emissions by
aiming for energy self-sufficiency, in the sectors of industry and transportation among
others, by exploiting renewable energy sources, and using hydrogen as an energy
vector

3.1.4.1 Creation of cultural infrastructures to improve the quality of life of the
residents and the cultivation of local identities

3.1.4.4 Regeneration projects for rural contexts with historical and cultural value

6.1.1.1 Projects for integrated regeneration, with criteria of architectural quality and
sustainable building, for the establishment, incubation and reinforcement of urban
and metropolitan functions and services, possibly by means of the adaptive reuse of
existing structures or forms of bailment of abandoned public real-estate assets.

6.1.1.3 Projects for the renovation and/or completion of buildings for pre-school
education, school or university-level education with the purpose of offering regional
services (social, health, cultural, sports, etc.) and helping to reconcile work and family

life.

6.2.1.1 Integrated urban regeneration project to establish and/or enhance service
centres (for business, social, cultural, sports, health, infancy, etc.) as magnets beyond
the local level.

3.3.2.5 Structural and infrastructural interventions for the implementation of the
regional strategic plan for tourist ports, giving priority to the construction of safe
havens with flexible reception capacity in the smaller islands and in the major tourist
locations.

3.3.3.3 Inferventions in the centres with greatest tourist attraction and in sites of
interest for better fruition by visitors, such as the installation of proper street signage
and detailed information panels or the construction of new parking areas, possibly
with the participation of private financial resources, to be implemented with the
procedures set on in L.109/94.

6.1.3.3 Incentives for the development of plans for mobility and the growth of car
sharing

1.3.2.1 Construction of parking lots for modal interchange

ECOSFERA S.P.A.

Resources conferred

to the HF ()
14.506.954,40

20.711.984,20

19.649.420,40

54.868.359,00
14.714.111,20

5.285.888,80

20.000.000,00
10.000.000,00

9.000.000,00

1.000.000,00

20.000.000,00
30.000.000,00

5.000.000,00

35.000.000,00
8.600.000,00

9.600.000,00
18.200.000,00
148.068.359,00

55



As highlighted in Chapter 3 of this Study, Actioi 2.2 is the only one that is not included in the
Priority Axis VI implementation procedure.

It must be underlined that as per Presidential @ectated 5 December 2009, n.12Rutes of
enactment for Title Il of Regional Law 16 DecemB6608, n.19, concerning standards for the
reorganization of the Regional Departments. Legistaof the Government and Administration of
the Region®, the Regional Departments that are responsiblehfrActions and have conferred
resources to the Holding Fund have been reduced $rdo 4, because of the unification of the
Department of Public Works and the Department oan$portation into the new Regional
Department of Infrastructure, Mobility and Trangadion.

Furthermore, as shown in the following talites new Department has become responsible for
Action 3.3.2.5, previously assigned to the Departmeof Tourism.

Table 5 — JESSICA Holding Fund - List of Actions and new Responsibilities of the Regional Departments

Regional
. Contribution to
Action Degoﬁment Regional Depor.fmenf the JESSICA
Originally Now Responsible :
. Holding Fund
Responsible
1.3.2.1 Construction of parking areas for modal
interchange wn‘h the purpose of encouraging Bserimam e 9.600.000,00
the use of public transportation both on tracks
. . Department of Infrastructure,
and on wheels, to reduce private inter-urban . i
Transportation Transportation and

mobility and to serve as a “filter” in this sense to
penetration into residential city centres (catg.

N.26)

Mobility

2.1.1.2 Actions to support the production of energy
from  renewable  resources, by local 14.506.954,40
governments and other public parties and to
benefit production areas ...(catg. no. 39, 40,
41, 42)

2.1.2.1 Actions to support an increase in energy
efficiency for final uses and to reduce climate-
changing emissions, especially in the sectors of
industry, transportation and construction for the
health industry (catg. N. 43)

Department of Department of 20.711.984,20

Energy Energy

2.1.2.2 Development and implementation of locally
integrated  programmes, which may also 19.649.420,40
include demonstrative actions, to reduce
climate-changing emissions by pursuing energy
self-sufficiency, (catg. Nn 6, 43)

3.1.4.1 Creation of cultural infrastructures to improve  Department of the

the quality of life of the residents..(catg. n. 59) Cultural and et o e 14.714.111,20
Environmental .
3.1.4.4 Projects to regenerate rural contexts with Heritage and Cé)lfsgr(-:;! Helz’rogﬁ
historical and cultural value (catg. n. 61) Permanent and oiciian faentiy 5.285.888,80
Education

2 published in the GURS n.59 21 December 2009 (Part |
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Table 5 — JESSICA Holding Fund — List of Actions and new Responsibilities of the Regional Departments

Regional o
) Contribution to
Action Degorfment Regional DeporTmenT the JESSICA
Originally Now Responsible .
) Holding Fund
Responsible
3.3.3.3 Interventions in the centres with greatest tourist
aftraction and in sites of interest for better 5.000.000,00
" - . . Department of
fruition by the visitors, such as the installation of :
. . . . Tourism, Sport and
proper street signage and detailed information Department of Entertainment
panels or the construction of new parking Teurism

areas, ...(catg.nn.13, 57, 78)

3.3.2.5 Structural and infrastructural interventions for
the implementation of the regional strategic 30.000.000,00
plan for tourist ports, giving priority fo the
construction of safe havens with flexible
reception capacity in the smaller islands and in
the major tourist locations. (catg.nn.30, 57, 5)

Department of

6.1.1.1 Projects for integrated regeneration, with Infrastructure,
criteria of architectural quality and sustainable Mobility and 10.000.000,00
building, for the establishment, incubation and Transportation

reinforcement of urban and metropolitan
functions and services, (catg. n. 61)

6.1.1.3  Projects for the renovation and/or completion
of buildings for pre-school education, school or Department of
university-level education with the purpose of Public Works
offering regional services.... (catg. nn. 61, 75,
77,79)

6.2.1.1 Integrated urban regeneration project to
establish and/or enhance service centres (for 1.000.000,00
business, social, cultural, sports, health,
infancy, efc.) as magnets beyond the local level.
(catg. nn. 77,78, 79)

6.1.3.3 Incentives to develop plans for mobility and for
the growth of car sharing (catg. n. 52)

9.000.000,00

Department of 8.600.000,00
Transportation

5.2. THE FUNDING AGREEMENT BETWEEN THE REGIONE SICILIANA AND THE EIB

The Funding Agreement signed on 11/19/2009 betwigerEIB and the Regione Siciliana — of
which this paragraph intends to illustrate som#hefmore significant points — contains the rules of
governancdor the Holding Fund, which discipline:

a) the contribution of the Managing Authority to tBESSICA Holding Fund (addressed in the
preceding paragraph);

b) how the JESSICA Holding Fund works;

c) the definition of the information required as pet.43, par. 3 and art.44, par. 1 and 2 of the
Regulation (EC)1828/2006 (concerning the scopehef Funding Agreement between the
Managing Authority and the Holding Fund);

d) the determination of the amount and conditionstf@ payment of costs by the Managing
Authority to the EIB;

e) the terms for the termination of the JESSICA Hajdiund;
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f)  the management of the treasury.

As stated earlier, the Funding Agreement statest ttie EIB will manage and administer the
Holding Fund and, in the name of and on behalfhef Managing Authority, will enact the so-
called “JESSICA Action”, i.e. all the tasks thae aequired for the implementation for the Holding
Fund.

Before providing a detailed definition of the JESSIAction — and therefore of the tasks of the
EIB — it is important to underline that, as per &bf the Funding Agreement, the performance of
this Action by the EIB is subject to the relativiembsitions of thénvestment Board. This Board

is composed of seven Members designated by the ditepa@uthority after consulting with the
EIB; up to two officials of the EIB shall be nomted to participate in the sessions of the Board, as
Observers without voting righfs.

As per art.4 of the Agreemenite JESSICA Action performed by the BEI includes

® pursuing the strategy contained in the documefrivéstment Strategy and Planning
attached to the Funding Agreement and the revigigame (which requires approval by the
Investment Board of a draft of the revised texawdr up by the EIB);

® performing all the actions necessary for #wection of the UDFE and presenting to the
Investment Board the proposals for Operations, stded as each contribution of the
Holding Fund to a UDF,;

e theevaluation of the Business Plari$presented by the UDFand the presentation to the
Investment Board of the proposals for Operatiomgleustood as each contribution by the
Holding Fund to a UDF,;

® negotiating Funding Agreements with the UDFs (so-tied Operational Agreements}®,

3 The Investment Board for the performance of tB8SICA Action was constituted with a Decree by the

President of the Regione Siciliana dated 19 FeprR@do. It is composed of the following 7 members:
the Directors General belonging respectively to 4hRegional Departments “Infrastructure, Mobility,
Transportation”, “Tourism”, “Energy”, “Cultural Hgage”"; the General Accountant of the Regione &or
delegate); the Secretary General for the Presiofetite Regione Siciliana; the General Manager ef th
Regional Planning Department, who also serves e$tksident of the Board. The first meeting of the
Investment Board was held on April 9 2010.
The Funding Agreement states that eBaisiness Planin compliance with art. 43(2) of the Regulation
(EC) 1828/2006, must contain at least the follovetegments:
(@) The investment strategy and targeted market oJfdE, the proposed Urban Projects, the
underlying integrated urban development plans hadtiteria and condition for financing them;
(b) the cash flow forecasts and the operational buidgehe UDF, including the level of management
fees to be charged;
(c) the ownership of the UDF;
(d) the co-financing partners or shareholders;
(e) the by-laws of the UDF;
(f) the governance structure, including provisions migssionalism, competence and independence of
the management;
(g) the justification for, and intended use of the ciottion from the EU Structural Funds;
(h) The policy of the UDF regarding the terminatiorirofestments in Urban Projects;
(i) The winding-up provisions of the UDF, includingutlization of the resources returned to the UDF
from investments in Urban Projects or residual fuafter all guarantees have been honoured.
The Funding Agreement establishes the esseatmalitions that must be contained in eveperational
Agreement with the UDF, including, for example: (a) the obligation foetlUDF to periodically report
to the EIB and to allow access to documents aratnimdtion relevant for monitoring the JESSICA Action
(b) the right of the EIB to claim, in compliancetiwviappropriate standard market clauses, possibeto
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on condition that they be approved by the InvestmiBoard, and carrying out these
Operational Agreements on behalf of the JESSICAdgl Fund;

® monitoring and controlling the Operations in compliance with the terms and condition of
the applicable Operational Agreement;

® reporting to the Investment Boardabout the progress of the various Operations;

® managing the treasury with the balance of the JE&SEsources, in compliance with the
treasury Guidelines.

Subject to approval by the Investment Board, thB Elay also performadditional tasks that
contribute to the efficient and effective implenaidn of the JESSICA Action, including, for
example: the necessary assistance to allow the gftamauthority to comply with standing EU
Legislation (in the matter of State Aid and/or Grd&ojects); assistance in the matter of
interpreting EU Legislation regarding financial eregring and, in particular, the eligibility of
expenses; assistance for the selection and/or wreprent of the integrated plans for sustainable
urban development and Urban projects.

What has been described above highlights the irapoet of theénvestment Board, which — as per
art. 5 of the Funding Agreemeniiakes the decisions on many issues by approving entirely
rejecting proposals and recommendations presentedylithe EIB, save for the power to amend
them in those cases in which the EIB allows it.

In particular the Investment Board makes deciscmmerning:

® changes or revisions to the “Investment StrategyRianning”;

® calls for expression of interest and relative amests and, where pertinent, specifications;
® Business plans;
)

Every Operation proposal, including the basic teemd conditions for each proposal for an
Operational Agreement;

Approval of the UDF among those submitted by thi; El

® Operational budget and costs connected to the npeaiftice of the Additional Tasks by the
EIB.

Furthermore, the Investment Board performs theofalig tasks on the basis of information
provided by the EIB:

® Constant monitoring of the EIB’'s overall performanof the JESSICA Action and the
Operations, in compliance with the objectives & 8icily ‘s OP and the Investment Strategy
and Planning;

® Where necessary, the formulation of recommendatamm$ statements of principle of a
general nature (i.e., not concerning individual @tens) addressed to the EIB and the
Managing Authority with regard to the performandetie JESSICA Action, to the further
development of the activities of the JESSICA Hoddirund and/or further activities aiming to
optimize the impact of the JESSICA Holding Fund ahd JESSICA Action on urban
development in Sicily;

® In consultation with the Managing Authority, veiifig the progress and strategy of the
JESSICA Holding Fund, approving the Progress Repamtl the performance of the EIB in

sustained by the JESSICA Holding Fund if the UDEsloot meet its obligations; (c) the right of the

UDF to receive management fees based on markadastis) and in any case no greater than the limits
established in art. 43(4) of Reg. (CE) 1828/200@; minimum scope of every Investment Agreement
between the UDF and an urban project.
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the implementation of the JESSICA Action, for thexipd referring to each annual Progress
Report, approved as stated in the Funding Agreement

As previously underlined, the EIB is obligated mapiement the JESSICA Action in compliance

with the “Investment Strategy and Planning”, camtdi in the document attached to the Funding
Agreement, or in accordance with the terms appléecaddter each revision proposed to the

Investment Board and approved by it.

The “Investment Strategy and Planning” confirms that the Holding Fund of the Regione
Siciliana, managed by the EIB — within which itéakthe form of a “separate block of finance” —
invests in the UDF — providing equity, loans, ctdtal or a blend of these forms of investment —
and that the UDF in turn invests in urban projdotsSicily, with equity (orquasi-equity, loans
and collateral.

It should be underlined théte Strategy does not establish the legal form ohé UDF, which is
the object of a specific Stud$f for the identification of possible options withinthe context of
ltalian legislation®’.

The document furthermore specifies that the UDF oyasrate either exclusively with the financial
resources provided by the Holding Fund, or with toatribution of resources from other co-
financing parties, who may even invest directlyttze level of the individual urban projects,
contained in an integrated plan for sustainablamdevelopment.

On this subject, it should be underlined that theding Agreement also considers the possibility
for the EIB itself to participate in the financinf§a UDF or an Urban Project that receives funding
from the JESSICA Holding Fund.

5.3.  ACTIONS REQUIRED FOR BETTER OPERATIVITY OF THE JESSICA MECHANISM IN
SICILY

As illustrated in the paragraphs above, the redidB&SICA Holding Fund (heretofore also called
Holding Fund or HF) was constituted with finanaiahtributions linked td.2 Actions associated
with 4 Priority Axes (1,11,111,VI) of the ERDF Oper ational Program 2007-2013.

There is such a large number of Actions associaidd various Priority Axes of the ROP in the
JESSICA mechanism for the following reasons:

® The ERDF OP Sicily does not specify one or more Aohs especially dedicated to
sustainable urban development projects to be fundely the JESSICA mechanism

® The “Sustainable Urban Development” to which Priorty Axis VI is specifically
dedicated is in fact a theme that pervades the enti Programme, as demonstrated by the
possible inclusion, among the tools of implementath of Priority Axis VI (PISU and
PIST), of interventions/actions that contribute to urban and regional development
associated with other Priority Axes of the ERDF OP.

This is the above-mentioned Study “ImplementatddESSICA in Sicily: legal profiles’an appendix to
this document.

In the same way, the document does not estathlesstoptimal configuration — in terms of number and
typology — of the Urban Development Funds in Sicikhich is addressed by this Study in Chapter 6
below.
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This state of affairs, along with other particuleatures of the ERDF OP of the Regione Siciliana,
results in a series of constraints and complicatithrat limit the operativeness of the JESSICA
mechanism, illustrated below:

a)

b)

c)

d)

ECOSFERA S.P.A.

the specificity and level of detail in the ‘scoé’the individual Actions involved represent an
obstacle to JESSICA investments in projects thahalbcorrespond precisely enough to the
area of application of the Actions themselves;

the fragmentation of the financial resources ofwéding Fund into multiple Actions creates
rigidity in the JESSICA investments which, instezdbeing oriented exclusively towards the
real demand expressed by the Sicilian local muai@pvernments, must also take into account
the financial resources available to each Action;

each Action has different “Eligibility Requiremehind “Selection Criteria”, which are often
very specific and detailed, incompatible with tled for flexible project management through
the JESSICA mechanism, and requiring that the uar@mmponents of a “jessicable” project,
which as part of an integrated plan of urban ororeg) development can be complex and multi-
sectorial, comply with a series of conditions.

The Actions involved specify different beneficiajiewhich do not always includeocal
Government (this is the case with Action 2.1.2.1) or publiivate partnershipsP(PP), which,

as per art.4 co 3 of the “Public Advisory of the@sd phase” relative to the implementation of
Priority Axis VI — Sustainable Urban Developmenttbe ERDF OP Sicily 2007-2013, are
identified as beneficiaries of the JESSICA invesitaeand must therefore be understood as
beneficiaries of the Actions involved in the iniiie. The interpretation to give to the term
“beneficiaries” is addressed more extensively altbx following.
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“Beneficiaries” within the JESSICA initiative

Article 2 paragraph 4 of the Regulation (EC) 1083/2006 defines a “beneficiary” as an operator, organism
or company, public or private, responsible for initiating or initiating and implementing “operations”.

The COCOF note 07/0018/01 dated 16 June 2007, when financial engineering tools as per art. 44 of
Reg. EC 1083/2006 are being used, identifies the “beneficiaries” as the Funds themselves, i.e., in the case
of JESSICA, the Urban Development Funds, or if there is one, as the Holding Fund.

This definition is founded primarily on the provision contained in art. 78.6 of Reg. 1083 which, as far as the
financial engineering tools described in article 44 of the Regulation are concerned, as an exception to the
general rules in the matter of stating and certifying expenditures as required by paragraph 1 of the same
article, establishes that: “the statement of expenditure shall include the total expenditure paid in establishing
or contributing to such funds or holding funds”.

The second part of the same paragraph 6 furthermore specifies: “However, at partial or final closure of the
operational programme, eligible expenditure shall be the total of:

a) any payments from urban development funds for investment in public private partnerships or other
projects included in an integrated plan for urban development;

(...)and
d) eligible management costs.”

With this premise, it is deemed that the Funds are to be considered “beneficiaries” only for the purposes of
reporting and certifying the expenditure, in compliance with paragraph 6 of art. 78. However, it appears
incoherent with respect to the entire architecture of the ERDF OP 2007-2013 of the Regione Siciliana,
considering the Funds as beneficiaries of the Actions involved in the JESSICA initiative — i.e. those which
have contributed resources for the constitution of the Holding Fund — when the above-mentioned Funds are
only the recipients of the financial resources to be invested in public-private partnerships and other projects
included in an infegrated plan for sustainable urban development. In fact, the above-mentioned Actions are
not finalized towards the establishment of “JESSICA Funds” — as is the case, for example, of other
Operational Programs, which contain a specific Action for the creation of Collateral Funds, which indicates
a series of selection criteria referring to the Fund Managers — but towards the realization of “specific” urban
development projects.

This interpretation is also sustained by the definition of “operation” contained in art. 2 of Regulation 1083
which describes the “operation” as “a project or a group of projects selected by the managing authority of
the Operational Program concerned or under its responsibility, according to criteria laid down by the
monitoring committee and implemented by one or more beneficiaries allowing achievement of the goals of
the priority axis to which it relates”. In this context it becomes evident that the “operations” are sustainable
urban development projects coherent with the scope of the actions involved. These actions will be initiated
and brought to term in the region by subjects other than the Funds, and could be financed either with grants
(that refer to the specific Actions) or with JESSICA investments made by the UDF. To obtain JESSICA
investments, the projects will be assessed by the UDF, on the basis of the selection criteria established for
JESSICA projects, within the Actions themselves. In the case that the Funds themselves are considered to be
the beneficiaries of the Actions, they should establish selection criteria that refer to the Funds themselves.

As for the configuration of the ERDF OP of the Regione Siciliana, the Funds in question are considered
“instruments” or “vehicles”, conceived to support public-private partnerships and other projects contained in
an integrated plan for sustainable urban development with investments in the form of equity, collateral and
loans. As a consequence, the beneficiaries of the Actions of the ERDF OP involved in JESSICA, meaning “the
operators, organisms or companies, public or private, responsible for the start-up or start-up and
implementation of the operations” may be found in the public, private (partners in contract-type PPPs) or
mixed parties, who promote or implement the projects included in an integrated plan for sustainable urban
development and benefit from JESSICA investments.
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This interpretation seems to have been accepted by other experiences as well, in the context of the ERDF
Operational Programs, regarding the use of financial engineering tools. For example, the Document
“Requisites for eligibility and selection criteria for the ERDF OP 2007-20130 of the Regione Puglia” includes
Action 6.1 — “Projects for the competitiveness of businesses”, which include “Programs of financial
engineering” with the creation of a Fund that facilitates access to credit and establishes that the beneficiaries
will be “small and medium-sized businesses and large businesses” and not the Fund or the manager of the
Fund itself.

However, because JESSICA is a new tool, only recently implemented, it was considered fitting for the
Managing Authority to actively solicit a definitive answer on the “issue of beneficiaries”, by requesting a
formal clarification from the European Commission.

Should the answer contradict the hypothesis presented here and instead confirm the contents of the above-
mentioned COCOF note — which considers the Holding Fund, or if there is none, the Urban Development
Funds, to be the legitimate beneficiaries — it will be fitting, though ex-post, to include the existing Regional
Holding Fund as one of the beneficiaries of the Actions of the OP of the Regione Siciliana which participate,
by investing their resources, in the JESSICA initiative. In this case, the parties that receive the JESSICA
investments (local authorities, mixed public-private parties, private partners of contract-type PPPs) must be
qualified as “proposing parties” and be included as necessary in the requisites for eligibility established for

the JESSICA projects.

There are two other aspects of the ERDF OP Si€i§72013 that should be highlighted and that
distinguish it from other Operational Programs thes European areas in which the JESSICA
initiative was implemented:

1. The Operational Programme details the Actions (mataetivities” in the OP) within which
the Operational Objectives are articuldfed

For each Priority Axis, the Operational ProgrammecHfies a list of Beneficiaries.

The two above-mentioned aspects are a barrier g¢oatidition of a new Activity specifically
dedicated to JESSICA inside the Priority Axes,h® amendment of the names of the Activities or
to the inclusion of additional beneficiaries in tists per Priority Axis already in the Programme.

These actions, in fact, would constitute an amemdrwethe Programme, which requires approval
by the European Commission, according to the prureedstablished by art. 33 of Regulation (EC)
1083/2006 — “Revision of Operational Programmes! aocepted by art. 11 — “Procedures for the
amendment of the ROP” of the Internal Rules ofMomitoring Committee of the ERDF OP Sicily
2007-2013, which establishes the following proceduiThe Managing Authority of the ROP
submits to the Monitoring Committee, for approwaly proposals to amend the ROP, which it will
forward to the European Commission which, withitimait of three monthsstarting from the
official notification by the State of Italy, wilknder its decision”.

In light of the above-mentioned possible criticalrts, a series of possible strategies have been
developed in detail to improve the operativeness GESSICA in Sicily.

The following two options have emerged, each ofclwhian be structured differently as illustrated
in the table below:

“8 1t may be helpful to reiterate, as illustrateddhapter 3 of this Study, that the ERDF OP is dididhto
seven Priority Axes. The 7 PRIORITY AXES are expezkin SPECIFIC OBJECTIVES, in turn divided
into OPERATIONAL OBJECTIVES, subdivided into ACTIVIES.
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® OPTION A - AMENDMENT TO THE ERDF OP
D Al - Amendment to the ERDF OP and creation of é&S8JE& Action in Priority Axis VI

D A2 - Amendment to the ERDF OP and creation of ntioa@ one JESSICA Action (1 Action
for each of the Priority Axes involved — |, II, INI)

® OPTION B — AMENDMENT ONLY TO THE DOCUMENT “REQUISIT ES OF
ELIGIBILITY AND SELECTION CRITERIA”  (for the items “Requisites for Eligibility”
“Selection criteria” and “Beneficiaries”, in relati to the Actions involved in the JESSICA
operation)

D B1 - Amendment to the document “Requisites forikility and Selection Criteria” and the
simultaneous cutback in the Actions that have caedaesources to the HF

D B2 - Amendment to the document “Requisites forikility and Selection Criteria” with no
imminent changes to the “configuration” of the HF.

Whereas OPTIONS Al and A2, as shown earlier, reqtlie approval of the Monitoring
Committee and a favourable decision by the Euro&@mmission for changes to the Operational
Programme, the changes to the Document “RequiBite&ligibility and Selection Criteria) as
described in Options B1 and B2, could be made wite Monitoring Committee, both in ordinary
session, or with the procedure by written consioltatis per art. 7 of the Internal Rules of the
Monitoring Committee of the ERDF OP Sicily 2007-21

Following is a comparison chart highlighting thevatages and disadvantages of OPTIONS Al,
A2, B1 and B2.

% The above-mentioned art. 7 reads that the conmsmé the Committee give their written opinion it
10 working days after the date that the documenk®texamined are mailed or faxed, or within fiegsl
in case of motivated urgency. The absence of atemribpinion on the part of a member will be
considered Assent.
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Table 6 — The different amendment OPTIONS for better operativeness of the JESSICA mechanism in Sicily

OPTION B1
OPTION A1 Amendment to the document “Requisites of Eligibility and Selection Criteria” and the simultaneous cutback in
Amendment o the ROP and creation of a single JESSICA Action the Actions that have conferred resources to the HF
Advantages: Advantages:
= Offers maximum flexibility in the use of the resources that have been concentrated in JESSICAby = Does not require a change in the ROP and therefore the required Decision by the European Commission
the UDF, both in terms of the selection of the projects and in reporting expenditures. (shorter and less complex procedure than Option A)
= |t does not alter the current balance of governance: the Regional departments that are part of the = Makes it possible to concentrate resources on Actions that are easier to use for investing in “jessicable”
Investment Board of the HF will also, jointly, serve as the Centre of responsibility for the new projects
Action

Disadvantages:
Disadvantages:
g = Does not allow full flexibility in the use of resources by the UDF

= |mplies a complex process to modify the ROP — which includes the reconfiguration of the = Limits operativeness in terms of the typology of projects that can be invested in
structure of the programme (infroduction of a new Action) and amendments to the Financial Plan = (possible) limitations fo the operativeness in terms of the typology of beneficiaries
(shifting significant resources between Priority Axes) — which appears as “reprogramming” * requires a periodic recourse to “financial reformulations” between Actions that have conferred resources to
= |t loses the multi-axis approach to sustainable urban development, as the across-the-board the HF, or integration/substitution
objective of the Program. = alters the current balance in governance in the case of substitution or integration of the Actions in the HF that
= Lengthy process to complete the procedure and obtain a Decision from the European refer to different Regional Departments, and in the case of variations in their relative financial conferral to the
Commission. Fund.

OPTION A2 OPTION B2
Amendment to the ROP and creation of JESSICA Actions in all the Priority Axes Amendment to the document “Requisites of Eligibility and Selection Criteria” with no imminent amendments to

the configuration of the HF

Advantages: Advantages:

= ample flexibility in the use of the resources conferred to JESSICA thanks to the creation, within all = does not require amendment to the ROP and therefore a specific decision by the European Commission (a
the Priority Axes involved (I, II, Ill, V1) of specific easy-to-use Actions shorter and less complex procedure than in Options Al e A2)

» The amendment of the ROP has relatively less impact than in Option A1, because it does not * postpones the reduction, substitution, integration of the Actions that have conferred resources to the Fund
require a reformulation of the financial Plan (no resources need to be shifted between Priority and the variation of the relative conferrals until the demand is effectively ascertained.
Axes)

= Maintains the multi-axis approach to sustainable urban development, as an across-the-board Disadvantages:

obiective of the Programme = does not provide total flexibility in the use of the resources by the UDF

; . = |imits the operativeness in terms of the typology of projects that can be invested in
Disadvantages: ) P ! ’ o
= (possible) limits to operativeness in ferms of the typology of beneficiary
= The UDF must take into account the division between Priority Axes in the use of their resources. * requires a periodic recourse to “financial reformulations” between Actions that have conferred resources to
= Lengthy process to complete the procedure and obtain a Decision from the European the HF, or integration/substitution of them
Commission. = alters the current balance in governance in the case of substitution or integration of the Actions in the HF that

refer to different Regional Departments, and in the case of variations in their relative financial conferral to the
Fund

ECOSFERA S.P.A. 65



6. THE ARCHITECTURE OF JESSICA IN SICILY

6.1.  THE ARTICULATION OF URBAN DEVELOPMENT FUNDS

As highlighted in the preceding chapters, a Fundiggeement was signed on November 19 2009
between the EIB and the Regione Siciliana withpghgpose of establishing a regional JESSICA
Holding Fund, which will be managed and adminigidog the EIB. While the establishment of a

Holding Fund, which might be advisable in some wagd in certain contexts, is not a necessary
condition for the implementation of JESSICA, theation of one or more Urban Development

Funds (hereafter referred to as UDF) is vital tckenthis mechanism operational for the financial

support for projects developed by the regions.

The Urban Development Funds — as established byénf the EC Regulation 1083/2006 of the
Council dated 11 July 2006 — are financial engiimgetools that invest in partnerships between the
public and the private sectors and in other prej@atiuded in an integrated plan for sustainable
urban development. These funds, as per art. 4égmgyh 2 of the Regulation (EC) 1828/2006,
invest by means of equity instruments, loans afidteoal.

6.1.1. Proposal for the case of Sicily

In reference to the construction of the architectnfr JESSICA in Sicily - and deferring the choice
of the legal form that the UDF could adopt in theedfic context to the Study entitled
“Implementation of JESSICA in Sicily: legal profit added as an appendix to this study — it
appeared advisable initially to assess the diftetgmes of Urban Development Fund, in order to
choose the most advantageous structure, on the basf a regional diagnosis, with particular
reference to the number and typology of UDF that a& to be activated and consequently on
the basis of the respective financial resources deing from the conferral of resources by the
Holding Fund.

In the first place, the presence of a JESSICA Hhgjdtund with consistent financial assets, equal
to 148 million Euro, suggests discarding the idkareating one single Urban Development Fund
and to examine solutions that consider the presehd¢®o or more Funds, with the purpose of
establishing “specialized” Funds or in any casel#shing the conditions to create competition
between the Funds.

In reference to the typology of UDF, theoreticallyey can be “specialized” by: (a) sub regional
target area; (b) investment sector; (c) typologfiraincial support offered (loan, equity, collatera

On this subject, it must be underlined that, inegah the advantages that could derive from the
specialization of the Funds must be reconciled whih interest in building an architecture for
JESSICA that, in general terms, makes it as si@plpossible to manage, and act efficiently and in
an integrated manner at the regional level. It khaiso be pointed out that specialized UDFs can
be more effective because they can be more suatessfocusing their “advisory” work (and
potentialscoutingfor projects), and in assessing projects on tleshef the characteristics of the
region or of specific issues. On the other hand, dbncentration of a UDF on overly-limited
regional contexts or investment sectors is nogalteer functional to maximizing the integration of
projects that could be funded as part of compleatesgies for sustainable development both on an
urban and regional scale.
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Table 7 - TYPOLOGIES OF URBAN DEVELOPMENT FUNDS

SPECIALIZATION OF URBAN DEVELOPMENT FUNDS BY SUB REGIONAL TARGET AREA

OPTIONS ADVANTAGES

focus of UDF activity on project scouting and on
advisory work within the context of a territory

UDF COASTAL

AREAS smaller than the regional context.
AND * specialization of the Funds in certain project
typologies
UDF INTERNAL * guarantees that part of the financial resources
AREAS and activities of the Funds are dedicated to the
internal areas of the Island
focus of UDF activity on project scouting and on
UDF CENTRAL- advisory work within the context of a territory
E\QSSEURSFSICILY smaller than the regional context.
CENTRAL. * ensures a balanced distribution of JESSICA

resources on a regional basis, proportioned to
the expected demand for investments by the
metropolitan cities and medium to large cities

= it is finalized towards filling the existing
development gap between the urban contexts of
central-eastern Sicily and those of central-western
Sicily.

WESTERN SICILY

DISADVANTAGES

= the solution is not coherent with the strategy of
the ERDF OP relative to sustainable urban
development and with the method of formation
of the Integrated Plans

= difficulty/impossibility of obtaining favourable
conditions for the management of the JESSICA
resources, applicable to the UDF for internal
areas (management costs, co-funding rates)

= creates rigidity in the awarding of resources

* lack of competition between the two UDF

* lack of competition between the two UDF
= creates rigidity in the awarding of resources

SPECIALIZATION OF URBAN DEVELOPMENT FUNDS BY SECTOR OF INVESTMENT

OPTIONS ADVANTAGES

UDF with specialized know-how and expertise,
UDF ENERGY both under the profile of technical and financial
AND ONE OR evaluation, and in the forms of viable PPPs, in
B:EVIS)ICL/JAPFEISD 10 relation to projects in the energy sector
OTHER = support and advancement of projects in the
N N energy sector thanks to a dedicated UDF, which
lSE\(/:I?I'S(-)nl\QASE If can focus its own advisory and scouting efforts on

projects centred on energy
= economies of scale for the UDF specialized in
the energy sector

specialization of the Funds in certain project
typologies typical of larger cities(large
infrastructure and urban facilities) and of smaller
cities (mobility, regeneration of small historic city

UDF FOR MEDIUN
AND LARGE CITIES
AND UDF FOF

SMALL CITIES centres...)
= ensures that part of the financial resources and
assistance offered by the Funds are dedicated to
small cities
UDF FOR foctfses the resources and .o.cﬁviﬁes of the UDF on
projects for metropolitan cities
METROPOLITAN » ensures that not all the JESSICA resources are
SEIIDE(S::"[\IIEDD %J_gF absorbed by the demand for investment by
ALL THE OTHER :;::Sopollmn cities, but are also dedicated to other
CITIES

ECOSFERA S.P.A.

DISADVANTAGES

= difficulty for the planning vehicles, which must
work with two different UDFs, to request
JESSICA funding for multi-sectorial projects that
also contain an energy-based component

= creates rigidity in the awarding of resources

= the solution is not coherent with the strategy of
the OP ERDF relative to sustainable urban
development and with the method of formation
of the Integrated Plans

= greater difficulty in obtaining favourable
conditions for the management of the JESSICA
resources, applicable to the UDF for small cities
(management costs, co-funding rates)

* |ack of competition between the two UDF

= creates rigidity in the awarding of resources
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Table 7 - TYPOLOGIES OF URBAN DEVELOPMENT FUNDS

SPECIALIZATION OF URBAN DEVELOPMENT FUNDS BY FORM OF INVESTMENT

OPTIONS

TWO OR THREE
FUNDS
SUBDIVIDED BY
FORM OF
INVESTMENT

ADVANTAGES

= the subdivision of the Funds by typology of financial

support offered (loans, collateral, equity) could foster
greater expertise and a higher professional level of the
Funds in reference to the selection of projects, relative
to the chosen form of investment

DISADVANTAGES

= the utilization of a single form of investment
is not always effective; therefore, in the
context of Sicily — where there is no absence
of specific typologies of resource — this
solution appears to constrain the work of the
UDF

* lack of competition between the two UDF

NON-SPECIALIZED URBAN DEVELOPMENT FUNDS (REGIONAL, MULTI-SECTORIAL AND

MULTI-INSTRUMENT)

OPTIONS

TWO REGIONAL
UDF

MULTI-SECTORIAL

MULTI -
INSTRUMENT
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ADVANTAGES

makes it possible to constrain the “territorial”
destination of the JESSICA resources within the same
Fund, in accordance with the Holding Fund'’s
investment strategy

makes it possible to change the destination of the
resources in the territory should the above-
mentioned investment strategy change, even on the
basis of actual demand

makes it possible to share best practices between
the various projects receiving funding in various
parts of the Region

creates the conditions for competition between
Funds, which could foster a more efficient
management of the JESSICA resources

makes it possible to constrain the “territorial”
destination of the JESSICA resources within the same
Fund, in accordance with the Holding Fund'’s
investment strategy

makes it possible to change the destination of the
resources by investment sector, should the above-
mentioned investment strategy change, even on the
basis of real demand

creates the conditions for competition between
Funds, which could foster a more efficient
management of the JESSICA resources

Gives the UDF a more versatile choice of the most
appropriate form of investment to use alone or
jointly in its projects

Makes it potentially possible for the UDF to manage
operations with a different schedule of return on the
investment and  different levels of risk and
profitability

DISADVANTAGES

* |esser specialization of the UDF with respect
to the hypothesis of creating a Fund
dedicated to projects in the energy sector,
which requires specialized know-how and
expertise.

= lesser economies of scale than funds

specialized by investment sector

= UDF investments consisting in issue of
guarantees appear to be more difficult to
activate than the other forms of investment
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The analysis of the advantages and disadvantag@sego UDFs specialized by (a) sub-regional
target area, (b) investment sector or (c) formnekestment (loans, equity, collateral) — carried out
in light of the regional diagnosis that examinee tharacteristics of the various regional areas, th
existing projects, the capacity of local authostiéo manage complex urban regeneration
programmes, and the involvement of private partregshese programmes — has led to the
formulation oftwo alternative hypotheses for the most advantagesuarticulation of the UDF.

The first hypothesigProposal A) matches the Holding Fund witlivo Urban Development
Funds, competent over the entire regional territory each with identical endowment®, multi-
instrument (operating primarily with loans and equity) and with a multi-sectorial project
competence.

The competence of the Funds over the entire regidBicily can encourage the sharing hest
practicesbetween the different projects financed in variausas of the Region. In addition, the
presence of two UDFs operating throughout the regiothe same investment sectors, is the
condition required to create healthy competitiotwleen the two Funds, which may be more
incentivated to stimulate the demand for JESSIGA&#timents, thus contributing to the success of
the initiative.

With regard to the lack of specialization of thetlunds under consideration, it should be pointed
out that it is still possible, within each of thetm,bind the destination of the JESSICA resourges b
investment sector or by regional context or “targetas”, in accordance with the investment
strategies of the Holding Fund, established byitrestment Board. With regard to the hypothesis
of creating “dedicated” Funds for a specific regibarea and investment sector, establishing its
financial assets before it becomes operative ortdtréory, this solution makes it possible, over
time, to modify the destination of the resourcesda on changes in the investment strategies and
on the actual demand for investment encounteréukimegion'.

It must be considered however that an endowmentleniban € 90-100 million for each Fund
could be less profitable for the manager — andefoeg less interesting to the market of financial
operators - , especially if the activity of the Earinvolves all sectors of investment and therefore
precludes the economies of scale that derive frepeaialization by sector.

For this reason a second hypothesis was develgpegosal B) which considershe advantage
of creating two Funds with competence over the em& regional area of which one is a
generalist (multi-sectorial) Fund with a more signiicant endowment, in the amount of € 90-
100 min, and the other a Fund specialized in the engy sector, with an endowment equal to
the remaining resources (< € 48 —38 min).

A Fund specialized in the energy sector, despi¢e sinaller amount of resources, would
nevertheless be interesting to the market of firperators for two reasons:

a) specialization in the field of energy would invohee standardization in the processes of
evaluating and structuring operations, and a sfieglireporting process, allowing the Fund to
realize economies of scale and subsequently rezhsts;

b) the demand for investment in the energy sectorotentially high and can grow over time,

% |t should be underlined that the total assets efWidFs are equal to the difference between thalnit

endowment of the Holding Fund (HF) and the manag¢mests of the HF, equal to over € 10 min, over
the entire life of the Funds, which is postulate8@years, as will be illustrated in Chapter 9 .

It should be emphasized that this hypothesis ldhoe debated with the sector of financial ins&étuthat
could be candidates to manage the UDFs. The fingtstigations on the field showed that it is not
worthwhile for the financial institutes we contatteo manage multi-sectorial or generalist funds for
which the endowment is under 90-100 min.
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thanks to the advisory work and project scoutirad the UDF can carry out in the region.

The following diagrams 3A and 3B illustrate the twmposals described above to structure the
Urban Development Funds for the Enactment of JEASHCSicily.

Diagram 3 A - General Architecture of JESSICA in Sicily : SCENARI O A
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Diagram 3B - General Architecture of JESSICA in Sicil y: SCENARIO B
) Managing ................................. > Investment
Resources ERDF OP Sicily < Authority Board
2007- 2013 ) .
approves/rejects A
=TT T =< .  thechanges
l Ve Investment \ proposed by the
N Strategy ~ _/ < EB |
Regional Holding Fund R 3
€14807Mn | _ J
(including management costs for ca. € 10 Min) EIB
1 i
UDF Sicily 1 UDF Sicily 2
GENERALIST ENERGY
ca. € 90-100 Min ca. € 48-38 Min
Interest Loans EE = Interest
Dividends Equity Dividends
Capital Capital
=== ===
Sustainable Urban Sustainable Urban <— PPP and
Development Projects Development Projects ] L aln
MULTI-SECTORIAL In the ENERGY sector D> E— A h°°f'"_
¢ |included in the PISU and PIST | | included in the PISU and PIST | i&————— Authorities

----------------------------------------------------------------------------------------

ECOSFERA S.P.A.

I 1 h



/. PLANNING “JESSICABLE” PROJECTS

This chapter will illustrate a typical process fawilding and structuring a project that can be
financed with the JESSICA mechanism. The pilotgety illustrated in the following two chapters
have been developed by simulating this processoliatoration with the City Administrations
involved.

It is worth emphasizing that, though the fundamilestigps in the construction and implementation
of “jessicable” projects are substantially the sama&il the European regions, the process described
in the following paragraphs takes into account peeuliarities of the context in which the
JESSICA experience is being developed in Sicilyguparities which have been extensively
described in the chapters above.

The typical process of building and structuring jasSicable” project may be substantially
subdivided into three fundamental phases:

® the selection and construction of the project

® the preliminary assessment of sustainability amjept fine-tuning

® structuring the operation.

7.1.  THE SELECTION AND CONSTRUCTION OF JESSICABLE PROJECTS

A Sicilian City Government intent upon advancingtsinable urban development projects with the
support of JESSICA must typically conduct a thotoegamination of its own existing projects, in
order to select the projects with the charactesstisted below, which may be considered as
veritableminimum requirements:

e the capacity to contribute in a significant manteesustainable urban developntémind to be
coherent with the investment strategy of the JE3SHDIding Fund constituted by the
Regione Siciliana,

coherence and possibility of integration into tektive PISU/PIST,
® capacity to generate financial revenue and repayntrestment.

Jessicability of the selected projects

Projects considered to be absolute prioritiesHerlbcal Administrations, with the requisites libte

above might not however have sufficient revenuetpeing characteristics to be financed with
JESSICA. To increase the level of a project’s ‘ijessility” there are substantially two, not

necessarily alternative, options:

1. Reformulation of the project and its components

2. Incorporation of the project into more complex renaval projects

2 Art. 8 of Reg. (EC) 1080/2006 contains a very opeterpretation of projects finalized towards
sustainable urban development, previously examiméue Chapter “Introduction” of this document.
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In the first case the project (or programme ofriveations) must be reformulated by increasing, in
both a qualitative and quantitative sense, the corapts that can produce financial returns.

The reformulation of the project must not compramits capacity to contribute positively to
sustainable urban development. On the contraryatigition of new, for example commercial,
functions or components must be interpreted aspgortunity to increase the utilization and
attractiveness of the original main componenof the project.

The second strategy that may be pursued to incteasgessicability” of a project is to include it
in a larger and more composite renewal operati@t features new components capable of
generating financial returns. This strategy, astioead earlier, may obviously work in tandem
with the option described above.

The original project — for example the constructaina public facility such as a museum or a
transport terminal — can be interpreted as pad# laffger operation of urban renewal/regeneration,
or renovation and enhancement of public real-estasets. In this wayiew functions may be
added to the functions of the original project, tha could be compatible and synergetic and
create revenug(from management or sale), helping the operaticactoeve overall economic and
financial balance.

In this case too, it is possible to find a sigrafit example in one of the projects developed i thi
Study.

7.2. PRELIMINARY ASSESTMENT OF SUSTAINABILITY AND DEFINITION OF THEPROJECT

Following the initial phase of building and giviagstructure to the project, it is necessary torbegi
to progressively refine the project idea through a préminary assessment of sustainability.

It is particularly important to investigate the toand revenue of the project, and consequently to
verify the balance between the hot component@vhich can produce earningajd the cold
components (which represent nothing but costs) by preparingipte tables that compare
prospective costs and revenues.

Based on the overall result, a decision can be megardingany further amendmentsto the
project that might be necessary to achieve a ogistiip between costs and revenue that guarantees
minimum standards of economic and financial feasiltity in the operation

Projects financed through JESSICA and outright grants

In the case that the changes required to achiewaoeuc and financial sustainability in the
operation are shown to undermine the nature obtlggnal project, and weaken its capacity for a
positive impact on sustainable urban developmemt €ékample by introducing an undesirable
predominance of the commercial component), theeptajan still be financed by usidgSSICA

in combination with a grant, or other type of aid, attributed in reference te Operational
Programme (as established in art. 43 par.5 Regl&8/2006, modified by Reg EC 846/09) or
other public contributions (OP EDF, PAR FAS, spelaas...)

This can be done in two ways:

® By separating the cold components from the operatig where possible and appropriate,
and finance their realization independently with gants (outright),
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® By keeping the structure of the operation intact ad conferring the outright grant to the
party or project vehicle constituted for the implementation of the operation(for example
the holder oproject financingan STU or other public-private partnersfiip)

7.3.  STRUCTURING THE OPERATION

The choice of partnership model and project vehicle

This is a crucial phase in the process of strusguany sustainable urban development project
promoted by a public administration in partnershipph private parties, independently of the
possibility of using JESSICA.

The choice of partnership model to be adopteddigsstantially with the Public Administration
promoting the project. It is inextricably boundttee choice of the most appropriate and efficient
vehicle for managing the partnership and implenngniine project.

These choices are also related to the concretibilégf a sustainable project, in principle, fro
an economic and financial standpoint. The primasglations that determine the choice involve
the following factors:

® Theownership structure of the renewal area / existence of real-estatasabséonging to the
local administration promoting the project

® Complexity of the operation(in terms of the number of different planning comeots and
potential difficulties in carrying it out);

® Possibility of involving private parties with specific competences (as financial partners,
builders or managers);

® The overall appeal of the projectand its capacity to attract private investments;

® Whether or not it is necessary to maintairblic control over the operatiors

® Favourable tax conditions.

Remembering that the National Procurement L&edfce degli Appaltiart. 3 comma 15-ter)
classifies as Public-Private Partnerships (PPPida vange of agreements “whgserpose is one

or more activities such as the planning, construabn, management or maintenance of a public
work or a work of public utility, or the provision of a service, including in anysedotal or
partial financing by private parties of these at#g, even in different forms, with assignment of
the risks as indicated by standing Community pipsons and orientations...” , it should be
emphasized that the forms of PPP that can be wsetid implementation of urban development
operations can be divided substantially into twiegaries:

® Thecontract-type PPP,such as for example:

D Project Financing

D Concession(concession of planning, execution and managenwamcession of public
domain areas — for example belonging to the MagitiRublic Domain; concession for

*% The possibility of receiving a subsidy in referetoehe ERDF OP requires that the party receiving t
subsidy be included in the list of possible “Benigfiies” of the Action from which these resources a
drawn. The restrictions imposed by the rules omeSdd must also be respected
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exploitation)

® Thecorporation-type PPP, such as for example:
D Urban Renewal Companies (STU — Societa di Trasfornzéone Urbana)
D Real-Estate Mutual Funds
D Other forms of mixed companies

Reference should be made to theidy “Implementation of JESSICA in Sicily: legadofiles”,
included as an appendix to this Report, for a tetaanalysis of the characteristics, the advantages
and disadvantages of all the instruments establidiye current legislation that can be used as
vehicles for “jessicable” projects.

Choice of financial structure and method of intervention for JESSICA

The choice of the most advantageous financial strecin terms of the relationship between
equity and debt capital, is closely bound to tharabteristics of appeal and the risk level of the
operation.

The factors to consider in the choice of the fifanstructure are typically the ones that influence
the relationship between risk/revenue of the opmrat

@ the amount of the contribution of resources (finalnaeal-estate and other assets) by the
promoter or public partner,

® the capacity of the operation to respond to a jleprantifiable market demand (volatility of
revenue),

® the potential expressed by the urban renewal artieogontext,
the level of interest expressed by potential fim@nmontributors and operators in the field,
® the possibility of using the real-estate assetslired in the renewal as collateral.

Basically the existence (or significance) of thesaditions makes it easier to finance the project
with debt capital.

The concession of JESSICA financing at particuladiyantageous conditions to parties that are
not public entities might conflict with the currdegislation in the matter of State Aid. A detailed
overview of the restrictions relative to State Agl contained in the above-mention&dudy
“Implementation of JESSICA in Sicily: legal profie attached as an appendix to this Report,
however, at this point, the following should beemknto account.

In order to avoid being considered State Aid, it issufficient that, when benefiting private
subjects — such as the project vehicles descrindldel preceding sub-paragraphihe JESSICA

investmentsbe granted at conditions that satisfy the principleof the investor operating in a
market economy, or, in particular:

@ asloans at a rate equal or greater than the nefemrate that is close to market rate (calculated
on the basis of the methodology indicated by ComimisCommunication 2008/C 14/02);

@ as a contribution in equity at the same conditamsther economic operators bringing equity.
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In this context, JESSICA can contribute signifidgtd the feasibility of the project in two ways:

® by granting loans at a rate equal to or greater tha the “reference rate”, and in any case
more advantageous than those applied by finanostitutions, in order to create more
appealing conditions for private investors;

@ contributing with equity in projects that, by their very nature or for cowjtural reasons,
find it difficult to obtain financing directly orhe market.
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8. THE PILOT PROJECTS

8.1.  THE SELECTED PROJECTS

This section illustrates the typologies and chamstics of the six pilot projects analyzed in the
Study.

All but one were developed in collaboration witttisan Municipalities and based on proposals
and planning initiatives previously matured wittire administrations and coherent with strategic
development frameworks already adopted. Five Mpaicadministrations, from five different
Sicilian provinces, took part in this exercise, leadth one project. Four of them are provincial
capitals (Siracusa, Trapani, Ragusa and Palertme)fifth, Caltagirone, is one of the main urban
centres in Catania’s Province.

It must be specified that during the process ofmémang the Projects developed by the
Municipalities in Sicily, which took place duringé initial phase of the study with the analysis of
the Strategic Plans and other tools of integratadning for urban renewal, no truly “Jessicable”
projects were found. The work done with the muratijes, selected on the basis of the quality of
their planning initiatives and their overall “adnsitrative capacity®®, consisted in structuring
planning packages that are based on the developphgnitblic amenities (infrastructure and also
services), but integrate components capable ofymind revenue.

A further Pilot project, developed entirely by thathors of this study, consists in an initiative
aimed at increasing the energy efficiency of thblipureal estate assets of an hypothetical Sicilian
town. It has appeared appropriate to include suectulation to illustrate how JESSICA can
effectively support projects in the field of eneggrving and efficiency.
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Figure 2 - Map of the Sicilian cities where the pilot projects have been developed.

* Reference is to the review of project initiatiges up by Sicilian municipalities, described in ptea 4.

ECOSFERA S.P.A. 4y



8.2.  SIRACUSA — REGENERATION AND REFUNCTIONALIZATION OF THE WATERFRONT
OF THE PORTO GRANDE

8.2.1. Regional context

Extending across the ample natural bay of Portm@ranestled between the island of Ortigia and
the peninsula of the Maddalena, against the bapkaithe Mounts Iblei and Mount Etna, the city
of Siracusa is a unique example of the stratiftsatf different civilizations.

The official statement recognizing Siracusa as &880 “World Heritage Site” defines the city

and the site of the rocky necropolis of Pantalisaaa “excellent example of a property of

outstanding universal value” in which “the humaaltaral, architectural and artistic stratification

which characterize the city from the ancient Grpekiod to the Baroque, mean that it has no
equivalent in the history of the Mediterranean”.

Only in recent years has the economic developmietiteocity of Siracusa, which until the 1980’s
was centred entirely on the petro-chemical indestooncentrated in the regional area around the
cities of Priolo and Augusta, begun to focus orticaiing the historical, artistic and cultural
heritage so widely disseminated throughout theoregi

Local and regional bodies (the City Government pulolic and private entities) have created forms
of institutional and social partnership to launcanyinitiatives to foster a new development of the
city.

A new awareness of the region’s potential in teohsourism, culture and the environment, has
brought a radical change of perspective to the gemant policies and regional planning; in
particular, the system of actions implemented ke @ity Government focused on the growth of
several sectors of the local economy (the tertemy tourism in particular) and on actions to
revitalize and promote the region.

Over the course of these years, the city has vagtethe evolution of initiatives that have made it
possible to supplement its city planning instrureemtith integrated programmes of urban
regeneration, and guaranteed the allocation oméish resources that would compensate the
paucity of funds from the standard budget of tleal@dministrations.

Of the many assets that could generate economia®swent and competitive growth in the city,
reconnecting the city to the sea became of st@tégportance. The ‘“regeneration of the
environmental coastal areas of Porto Grande” repissone of the strategic guidelines that has
become the focus of the activity and attentionogl administrators. In particular, this theme (the
Gate to the Sea) was broadly articulated in thdystif the Sustainable Development Plan and the
Progetto di Territorio currently underway.

Restoring the ancient relationship between theaiy the sea, and exploring the relationships that
might be activated between the urban system om#ieland and the potential offered by the sea,
touches upon a number of other significant issoeshie area of Siracusa, including the following
priorities:

® the enhancement of the most valuable areas arehtli@nmental regeneration of the region;

® the interconnection between the existing proteareads and the most valuable landscape and
natural areas;

® the integrated management of the land and seg sides
® the revitalization of the area with the establishinef eco-sustainable activities to support
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tourism;

® the construction of “light” infrastructure projectdth the purpose of optimizing sustainable
use by tourists;

® the enhancement of the beaches along the coastpwojacts that respect the natural and
environmental characteristics;

the regeneration and protection of the coast froyeien;

® the improvement of the quality of the water in fg@, to protect the delicate and valuable eco-
system of the Plemmirio;

the improvement of the environmental quality of Arepo and Ciane Rivers;

@ the protection and cultivation of the productiveiagtural system, with an eye to the quality
of the landscape”.

The proposed project interprets the city’'s vocatamd promotes initiatives to enhance the
landscape and environmental resources and to edbirelationship between the city and the sea.

8.2.2. Range of action

The pilot project for Siracusa includes the restoraand functional regeneration of the waterfront
that extends from Ponte Umbertino along the coastial in front of theCapitaneria di Porta/Port
Authority), to the western end of the wharf of S&ntonio. The proposed programme of works
also includes the restoration and renovation oks#vbuildings owned by the City which are
located within the burgh of San Antonio facing Hreas in concession to the contractor currently
building theNew Tourist Port.

The project is coherent with a broader programmaatibn promoted by the City Administration
and is complementary to some of the other pubii@tives currently underway:

® The structural upgrade of the wharf of Sant’Antotooallow for the mooring of two large
ships;

® The regeneration of the docks of Porto Grandetiac8sa (currently underway);

® The conversion of an ample area facing Via Rodi ampublic parking lot (job completed);

The plan and programme of projects in this areadathe creation of quality public spaces and the
enhancement of existing historic buildings; itseaibijve is to bring together in a unitary design the
various initiatives now underway or included in ttigy planning instruments, such as: thew
Tourist Port the wharf for fishing boats, the area designébedhe caulkerand the renovation of
the Sant’Antonio wharf to moor large ships.
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Figure 3 - Aerial view and localization of the projects underway in the Porto Grande

8.2.3. Characteristics of the project

The transformation in question concernsrimgeneration and renovation of the waterfront oftBo
Grande.In particular, the intention in this area is toateea new functional axis coherent with the
principal development strategies for the city tbatild play an important role in fostering social
aggregation and attracting new collective actigia®d services.

As described earlier, the project includes the ateag the coast of Porto Grande, from the offices
of the Capitaneria di Portato the northern border of Pantanelli; as it statius site of the project

is severely blighted and under-utilized, and isfiguned as a service space for port activities. The
large open spaces along the edge of the sea adt fgeeination to the area, enhanced by the
presence of th€apitaneriabuildings in fine late nineteenth-century styleddry other existing
buildings, which could be interesting to restorel a@use. The scenery, the panoramic vistas and
the views onto the island of Ortigia are an extidgnmsiggestive environmental resource, an
invitation to design well though out open spacegpfmestrians and for social outdoor activities.

The proposed project will remove all the incongruibuildings and the remaining silos in the area,
and will redesign the open spaces to make themlaisebpublic pedestrian spaces with high-
quality urban renovation works for the architectanel the landscape.

The heart of the transformation is the constructbthe new Maritime Station to serve the new
tourist traffic arriving from the sea. The buildirtge preliminary design of which is the product of
a recent international design competition coordidaty the City Administration, will become a
brand new landmark for the city. Underlying theigeddea is the consideration that the flux of
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tourists into Siracusa has increased significaimtlyecent years, thanks to a local development
policy has done much to increase the attractiveokte city.

The renewal project will also include the constiactof a multi-level parking block (two floors,
one of which is underground) to serve the trafBoerated by the businesses established inside the
Maritime Station and the island of Ortigia.

Figure 4 - Panoramic view of Porto Grande and a rendering of the project for the new Maritime Station

Overall the proposed urban renewal should imprateam accessibility in both directions: from the
sea towards the city, in consideration of the pagseand cargo traffic, upgrading and regenerating
the functionality of the existing road infrastruepand from the city to the sea, reinforcing the
public transportation network, by creating park-aiag parking spaces as well as pedestrian and
bicycle trails.

Figure 5 - View of the island of Ortigia and rendering of the project for the New Maritime Station

At the same time, the construction of the Mariti8tation should be an opportunity for the city to
promote and trigger processes of regeneration @habus renewal of the entire port area. The
proposed project would include the constructioma diuilding of significant urban value that could
interact and blend with the surrounding historitiséic, landscape and environmental context.
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Figure 6- Elevation of the project for the new Maritime Station

The new Station, in fact, has the formal and fuomzl characteristics to play an important role as
an urban and social magnet; within its volume as@dljacent spaces it will combine the functions
inherent to cruise ship traffic and to maritimensport and commercial activities, related to the
passenger flow (shops, travel agencies, car rentaarist Offices) and to the nature of the

valuable public space the whole area will become.

The regeneration of the waterfront will offer adatguvenues for new commercial and catering
activities. In particular, the natural vocationtbé area would be to host facilities for free tiamal
leisure, including night clubs, street bars, etc.

The transformation of the coastal areas will seawe lever for the revitalization of the economy in
Siracusa, for both the traditional commercial atés, concentrated in the port complex, and the
potential development made possible by cruise tshipsm and leisure yachting.

In particular the restoration and renovation of lmlypowned City property located along the
seafront of Borgata Sant’Antonio (the former fishsiet and former City dog pound) transforming
them into structures for the sale of fine localdarcts, is going to contribute to the flourishing of
new commercial services in the area, already spussethe opening of the New Tourist Port,
currently under construction next to the futureitirae station.

The renewal project in the proposal is part of aengeneral effort to regenerate and renovate the
existing building fabric. The town and the buildisgstem facing the wharf of Sant’Antonio on the
western constitute a historical urban district thas been partially abandoned as a result of a more
general process of depopulation, with a strongtityein terms of construction techniques and
typologies (low fishermen’s houses and warehoudés).restoration and renovation of city-owned
buildings is a stimulating theme that can ensueepifotection and conservation of the places that
convey the elements of the city’s identity; there already several specific projects underway on
this portion of the city, which are the result ofcent actions implemented by the City
Administration. The building that held the old Fistarket, in particular, is an interesting example
of Art Nouveau architecture that would be deserahg modern philological restoration.
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Figure 7 - Plan of the project area and study of the network of connections to the rest of the city.

The areas involved in the project are mostly Pubbenain managed by the Regional Government;
only the buildings in the Borgata Sant’Antonio awened by the city. Currently, the parking lot

behind the wharf of Sant’Antonio is leased in casien to the City of Siracusa.

8.2.4. Functional programme

The following is the functional programme of th@jprct for Siracusa, divided by the typologies of

income that can be produced.
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Project component

Cost (in [I)

Typologies of

income that can be produced

Construction of the Maritime Station

Passenger services and adjoining areas (services for
incoming, services for outgoing, ticket offices for navigation
companies, efc.)

Offices for Port Authority, Police and Customs

Toilets and first aid centre

Offices and management area

Commercial activities (shops, travel agencies, car rental
agencies)

Hospitality and catering services (restaurants/bars)

Revamp of the area and new landscaping

Two storey parking facility (one level below ground and one
over ground)

Creation of new receptive (leisure and free time) and
commercial facilities — covered walkways and temporary
structures

Photovoltaic panels on temporary structures for commercial
activities

Creation of ouffitted spaces, pedestrian trails and public
green spaces

Renovation and transformation of the former fish market

Retail center for local food products

Renovation and adaptive reuse of the former dog pound
Services and activities for leisure yachting
Urban revamp of Via Tripoli

TOTAL COST

ECOSFERA S.P.A.

3.362.884

484.944

609.579

876.978

1.840.068

1.466.163

5.635.025

2.827.950

1.663.500

4.264.610

2.634.800

501.600

246.796

26.413.903

Public works

Return from Rental /Management

Public works

Return from Rental /Management

Return from Rental /Management

Return from Rental /Management

Return from Rental /Management

Return from Rental

Return from photovoltaic energy
production

Public works

Return from Rental

Return from Rental

Public works
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8.3. TRAPANI — NEW AUDITORIUM E RENOVATION OF PALAZZO LUCATELLI

8.3.1. Regional context

Trapani is a coastal city with about 60,000 inhetis on the far eastern tip of Sicily. The city,
which has very ancient roots, is the capital citg @rimary administrative centre of a province
which, despite its relative isolation from the reétSicily and the country, includes other urban
centres such as Marsala (with a population sligithater than Trapani) and Mazara del Vallo.

At this time, the economy of the city is based iy on services, which mostly respond to the
administrative role of the capital. Industries whia the past were responsible for the economic
and social prosperity of the city, such as the pod the production of salt (in the nearby saltwprk
have become marginal today. The city’s port id ativery important terminal for maritime traffic
(passenger and cargo) between Sicily, the Egaliewlls Pantelleria and Sardinia.

Overall Trapani is one of the poorest province tdiin Italy, in terms oper capitaincome and
consumer spending. Nevertheless some sectors dddhbeconomy have accelerated strongly in
recent years. In particular, the city is succegsfiéveloping its potential as a tourist destiratio
and an important centre for cultural services. Thiteresting new trend was undoubtedly
encouraged by the major effort put into the regati@m and enhancement of the historic city centre
by the City Administration over the past ten yead &y the successful organization, in 2005, of a
number of important sailing competitions, as pathe Louis Vuitton Cup.

8.3.2. Range of action

The city today is seeking to reinforce its roleths core for tourist travel within a system of
fascinating and renowned locations which includegaddition to the historic centre of Trapani, the
nearby city of Erice, the Egades Islands, the beasbrt of San Vito lo Capo, and the natural
reserve of the Zingaro. Within this district, in isfh the tourist industry has significant prospects
for growth, Trapani already serves the primary dtgal base, with the main port and the
international airport which, as the alternativePtaermo for a number of low-cost airline carriers,
has witnessed an exponential growth in passengffictin recent years.

The city has also reinforced its own image as aurall centre in recent years, supporting its
campaign to promote this new tourist vocation. hrtipular, the city hosts and sponsors an
important institution included in the internatior@fcuits, theEnte Luglio Musicale Trapanese

which not only organizes a rich summer opera seabuoh also promotes the production and
performance of fine music and theatre with worksh@ghools and international competitions.
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Figure 8 — Aerial view and localization of Palazzo Lucatelli

8.3.3. Characteristics of the project

The project consists in the renovation of a préstig) architectural compleXélazzo Lucatel)iin

the historic city centre of Trapani for the primamyrpose of creating a new multi-purpose 500-seat
auditorium for concerts and entertainment. Thiscttre, which will become Trapani’s principal
Theatre, will host most of the performances andvities organized by th&nte Luglio Musicale

In particular, the complex of Palazzo Lucatelli whilouse not only the theatre, but also the
educational activities, the workshops and “handicrgf spaces (for building the scenery) that are
an increasingly significant part of tlmtes activities.
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Figure 9 — Palazzo Lucatelli, Palazzo Lucatelli, detail of the main facade and the entrance portal

The existing building has a footprint on the growfd2,136 square meters and a volume of ca.
28,000 cubic metres. Through 1968, it was usedmshhc hospital. In addition to the theatre and
its functionally adjoining spaces, the renovatioill wiclude the construction of an upscale

hospitality structure (with adjoining spaces fomeentions) in the rear portion of the building

complex and an underground parking garage for Hd§, cerving both Palazzo Lucatelli and the
surrounding urban context.

The project seeks clearly to provide new impetuhéoprocess of regenerating and re-adapting the
historic city centre. As mentioned, the processbeen underway for some time, but must still be
consolidated. The architectural and functional vation of Palazzo Lucatelli is, in this sense, a
particularly important opportunity, for two reasons

@ the building, which is currently in a state of atban, is located in one of the most heavily
blighted sections of the city centre, because itlatively decentralized with respect to the
axes that have already been regenerated and parterted into pedestrian areas. This is a
valuable work of architecture, with a monumentateL8aroque facade, which encloses a
small city square with a garden of palm trees endéntre. The context is therefore one where
even the simple architectural renovation of thedig, which is considerably larger that the
surrounding buildings, will bring immediate bengfib the physical regeneration of the urban
context,

® the renovation will bring new and valuable urbamnl aegional-level functions to the centre,
helping to stimulate a real “repopulation” of thecint city, and restoring its original role as
the fulcrum of public life and preventing it, aftére restoration, from becoming nothing but
an open-air museum, excluded from the most impbrdgnamics of social and economic
development.

The proposed transformation also ensures that Ralaacatelli can be used by the public off-
hours as well, when there are no performancesatticplar, the spaces dedicated to educational
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activities and the workshops, all located on the ftoors of the building, will remain accessible.
As for the street level, part of the facade ofgthtace overlooking the square will be occupied by a
very large bar-cafeteria (developed indoors indlggaces with cross-vaults that constitute the base
of the building, and outdoors on the square) whidhalso lead to a restaurant inside, featuring an
outdoor terrace space with over 100 seats. Theegroyill also preserve (and restore) a public
medical clinic serving the neighbourhood, the lesttige of the building’s original function.
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Figure 10 — Palazzo Lucatelli, plans for the new Auditorium complex
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8.3.4. Functional Programme

The following is the functional programme of theject for Trapani divided by the typologies of
income that can be produced.

Typologies of
income that can be produced

Project component Cost (in [0)

New auditorium and adjoining spaces

Auditorium “Teatro di Trapani” new construction 500 seats

(foyer, auditorium including orchestra and balconies, stage, 8.204 766 Return from management and from
dressing rooms, rehearsal rooms ,fly tower, technical spaces) U rental as Convention centre
including stage systems (acoustic and lighting)

Included in the

Drama school and workshops for music and theatre. N -
Auditorium

Mechanized parking

Two-level underground parking garage with mechanized
access (elevators) and two independent entrances on the side 1.907.542 Return from direct management
streets (one of them will be closed to regular traffic)

Commercial activities and catering

Bookstore/shop (Merchandising) 985.515 Return from rental
Restaurant, bar/café 985.515 Return from rental
Hospitality

New hotel on top level of building complex 1.735.526 Return from direct management
Constrution of new elevators 58.235 -

TOTAL COST 13.877.099 -

8.4. CALTAGIRONE — CONSTRUCTION OF A HOSPICE AND A NEW HOSPITALITY
STRUCTURE

8.4.1. Regional context

Caltagirone is a Municipality of almost 40,000 iblants, in the province of Catania, which
functions as a hinge connecting two areas thatiagergoing interesting development processes,
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Calatino Sud Simeto and the Val di NBto

The key sectors for the development of the citytheeceramic industry, commerce, tourism, and
the agriculture/food indust

Caltagirone is particularly renowned around thelevdor the production of artistic ceramics, a
field with over 130 manufacturing companies, mostlyaft-based, which correspond to
approximately 24% of the regional companies initieistry’’.

Figure 11 - Stairs in S. Maria del Monte in Caltagirone

Ceramics are the major tourist attraction of tl, evhich also boasts a historic city centre listsd
a UNESCO “World Heritage Site”, one of the “BaroqQéies of the Val di Noto” along with
seven other cities in eastern Sicily, for the patéir concentration of works with a superior
historical, archaeological and artistic value.

Despite the potential of Caltagirone as a tourstitations, linked also to the natural forestmese
of the Bosco di Santo Pietro and numerous archgealbareas, tourism remains disappointing.
Despite its growth and year-round development aemé years the median stay is inferior to the
regional average for reasons that may be attribitédsufficient hospitality structures and poor
public relations/ marketing strategies.

* The Calatina Sud Simeto area is composed of lfidipalities South-East of the province of Catania

(Caltagirone, Castel di ludica, Grammichele, LiecoHubea, Mazzarrone, Militello Val di Catania, Mine
Mirabella Imbaccari, Palagonia, Raddusa, Ramacaa,Michele di Ganzaria, Scordia and Vizzini); the
area of the Val di Noto includes Caltagirone, CeataNilitello Val di Catania, Noto, Palazzolo Acdei,
Scicli, Ragusa and Modica.

In recent years the Calatina area, which has gaitudtural vocation, has focused on modernizing
production processes in the agriculture and foddsitry, which had suffered a long period of deégiscr
The cultivation of this sector in Caltagirone andhe entire Calatino area proceeded with the aittn

of the protection trademarks DOP Monte iblei, Cedds DOC, IGP for the Mazzarone grapes, and with
the participation in the “Associazione della straldh Cerasuolo di Vittorio e dei Vini Iblei: dal B&co

al Liberty”, the participation in the “Citta del W®” (with Nanfro Wine) and the “Citta dei Formaggihe
creation of the Consortium, now being constitufedthe protection of the purple Artichoke, theatien

of the “Paniere dei prodotti tipici del Calatinadrftypical local products and the organization lué t
“Fiera dei Sapori” at Borgo di S. Pietro and thdat@expo.

" This data refers to the year 2000 (Source: Sfi@flan for Caltagirone).
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From an administrative point of view, in the past years, the city has demonstrated the capacity
to implement measures to sustain employment arad ¢tmvelopment.

These interventions were implemented with the aditivolvement of most of the organized local
forces, and resulted in the constitution of theaegl Pact “Calatino Sud Simeto”. In addition, with
the PRUSST, URBAN ltalia and LEADER Il programm#® Plan for the renewal of the historic
city centre and the effort to integrate the ecomgpreocial and administrative/institutional levels,
several urban regeneration projects were brouglérta - including the restoration of buildings
with significant cultural and historical value, a®ll as industrial containers - and new business
start-ups were encouraged.

Mention should also be made of the public-privatartnerships promoted by the City
administration - described in an earlier sectiorthad Study - which made it possible to rely on
project-financing programmes to extend and imprsiveet lighting in the territory of the city, to
build the Santo Stefano parking garage (408 ingaoking spaces and an overall surface of 16,000
square meters, with restaurants, shop, a 3,000=¢gy.rterrace with facilities, bathrooms for users
and tourists, public green spaces), the additicheéccemetery of Caltagirone (10,000 new spaces)
and the construction of a cemetery in the fractibGraniert®,

8.4.2. Range of action

The “Hospice” project promoted by the city of Cgitane intends to offer complete and
comprehensive medical assistance to terminal gat@rto patients afflicted by particularly painful
pathologies, who, because of additional psycho®gir social issues, such as solitude and/or
poverty, cannot get adequate referrals or answetsetr problems.

The objective of this project is to create a ceffitreservices of excellence, in terms of typology
and level of quality, the only one of its kind imetregion and therefore with an influence that
extends beyond the local context, in consideratibthe geographical position of Caltagirone,
which is centrally located with respect to the astitory of the south and center of Sicily, makin
this Municipality the ideal connection point betwedge Calatino Sud Simeto, the Val di Noto, the
area of Gela and the zone of the Valley of the Tlemand Piazza Armeriffa

The project represents a coherent prolongatiohekbcial policies enacted in recent years by the
City. In fact, as one of the strategic objectivessthe development of the city, the Strategic Rtain
Caltagirone chose to “Improve the quality of lifedathe quality of the city to make it more livable
and to attract more people and new businesses”.dErelopment model selected by the City

* There is a selection process currently in pragteschoose the private participant in the consizogc

with project financing, of the new stadium (6,0@&ts) which will be built in Molona, in the nortimer
suburbs of Caltagirone.

Today, Residential Centres for Palliative Care ospices describe structures that are part of thveonke

to assist terminally-ill patients, to provide temgy hospitalization for patients affected by pexgive
illnesses, or in an advanced phase, or illnessesptiogress rapidly or are diagnosed as fatalwfoorm
any therapy for recovery, or stabilization of tHidss, is no longer possible or is inappropriate.
Hospitalization in the Hospice is destined primafibr patients with terminal cancer pathologies who
require palliative therapy and support. The dabnitis contained in the “Solidarity Pact for Health
Services” which was added to the National HealtmF1998-2000, which allocated 406 billion euro in 3
years for the Regions, to create at least one “lde%per region or autonomous province and to eird
at-home assistance.

In particular, this favourable position allowedetleity to connect rapidly to six provincial capstal
(Catania, Siracusa, Ragusa, Agrigento, Caltansss®titd Enna) out of the regional total of nine. In
particular, Caltagirone lies near the Airport ot&da and the Airport of Comiso, soon to be opened.
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Administration therefore contemplates the estabiisti of a city that is sensitive to social issues
and cares not only about the economic developmietiieoterritory but also about the pursuit of
general social wellbeing and a satisfactory qualftife.

In recent years it has pursued a policy of integgats administrative activity with the social eft

to verify the needs of its citizens, smoothing ititegration between the services performed by the
city and the services offered by other bodies erébgion (Health Services, the Courts, Volunteer
Associations).

With the “Zonal Plan” drafted in collaboration withe other municipalities of the Calatino, the
Urban ltalia “Assegno Servizi” programme, the growf the Office for Citizens, and many other
social work programmes and projects, the City dfdg@rone has bolstered the work of the centres
for educational assistance and remedial schoolorgchildren with behaviour and learning
problems, activated social and health services atrlibme assistance for the elderly and for
physically-challenged citizens, promoted socialusion and employment for citizens with social,
economic, physical or psychological issues and emginted programmes for the inclusion and
integration of immigrants and political refugees.

The capacity to develop projects and to promotgathtes offering quality social services also
helped the city to tap into important reward systeamd to win national acknowledgmnt

8.4.3. Characteristics of the project

This is the context surrounding the Hospice projeamoted by the City of Caltagirone. It
involves the construction of a residential centerRalliative Care (Hospice). The Project seeks to
offer comprehensive and complete medical assisttmqgeatients at the terminal stage of their
illness or afflicted by particularly painful patlogiies; hospitalization is intended for patients
affected by terminal cancer pathologies that reqpalliative care and support.

> The Office for Citizens received an internationalaad from the Ben-Essere prize (in all of Italynei
Cities received the acknowledgment, including Gattane), which rewards administrative experiences
offering a high quality of services at the lowestsgible cost. This office offers citizens complete
information in the matter of civil rights, servicasd accessibility to city services, and in pattcuo
health services, and was recently reinforced witlteam constituted by a number of specialized
professionals: social workers, a psychologist, @satiant for family education, cultural mediatesscial
service operators. The Office for Citizens will alsost the headquarters of the Experimental Service
Centre for the Promotion of Activities for Socialclusion and Employment for the disadvantaged,
funded by the Regione Siciliana, offering work dahships and employment for 15 people who are
socially, economically, psychologically and phydlicahallenged. In 2008, the “Noi nella citta” peat
(APQ) was completed: it was funded by the Regiorkserved to foster an effective integration betwee
the district of Via Bungavillea and the entire cifijhe realization of this project made it possitie
participate in the tender by the Ministry of thently “Premio Amico della Famiglia™: the City of
Caltagirone won first prize, worth 100,000 euro,ickhit reinvested for further welfare initiatives,
especially in the area of housing rights.
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Figure 12 — Aerial view of the Hospice in its urban context

The general objective pursued in this project es¢bnstruction of a regional centre for social and
health services that can represent a benchmark laveh beyond the local, and a center of
excellence for therapy and applied research inttbatment of pain, combined with at-home
assistance and the training of medical and pararakpiérsonnel.

The distribution of the spaces and volumes inslie Hospice are designed to guarantee the
psychological and human wellbeing of the patiert his family, environmental comfort, a safe
use of the spaces, the protection of privacy, &gy eccessibility. The project area includes four
distinct primary cores:

® The Pain Management Clinic. This is a clinical structure that will contain tlspaces,
services and technical equipment that will allow ttoctors to examine, diagnose and treat
individual, non-hospitalized, patients.

n° 1 office for interviewing and admitting patieritscated on the ground floor of the structure;

n° 2 offices/units for clinical examinations;

n° 2 units for administering therapy;

n° 1 surgery room, for mini-invasive surgery;

n°1l Radiology unit;

n° 1 Sonography unit;

n° 1 Cardiology unit;
D n° 1 Physical Therapy unit.

The services include spaces reserved for the gmpdoof the structure, such as dressing rooms,
private bathrooms, etc., the kitchen to preparelsrfeathe residents; a pharmaceutical dispensary;
two morgues with a total capacity for five corpseih services that comply with legal standards,
and an adequate system of ventilation and air dondig.
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® At-home care.This unit includes the following spaces:

D n° 1 space for 24-hour listening and patient moinityy located in the basement floor of the
clinic;
D n° 1 space for storing medical products;

® Hospitalized Palliative Care.45 mini-apartments lined up along the principal access/cross
roads of the centre. Each apartment has a surfa6@ square meters, and features all the
services, furniture and equipment required forttbgpitalization of long-term patients and for
palliative care (kitchen, living room, hospital hedlevision, telephone, air conditioning and
bedroom for a care-taker).

® Hospitality. This unit includes a hotel for relatives who wishbe near their loved ones. The
hotel will charge for the stay, though the ratef & controlled. There will be 80 double
rooms with amenities.

Tettoia con Panneil
Fotavoltasc

Figure 13 — General plan of the Hospice

The project also includes the construction of aenadesignated for social vegetable garden

where the patients can do minimal manual labourofdgerapy) and stroll outdoors. Inside this
area there will be covered walkways and photovoltaoftops are also planned. The surface
involved in this operation will cover 6,000 squaneters and produce about 1 Mw of electrical
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power annually.

The project design interprets the vocation of thaget area which falls primarily within Zone C of
residential expansion. The city planning instrum@mRG) prescribes low volumetric ratios and a
building typology that is prevalently made of seett single-family homes.

The proposed project will be integrated with thieria of the city, the area involved in the renewal
lies within the urban perimeter and is served Wyaartraffic routes. The immediate surroundings
are characterized by the presence of primary uskarices (schools, kindergartens, etc.), and most
importantly it is near the Hospital, which is Iékan eight hundred meters away, and near the main
axes to enter and exit the city.

8.4.4. Functional programme

The following is the functional programme for theoject in Caltagirone, highlighting the
typologies of returns that may be activated.

Project component Cost (in []) Typologies of

income that can be produced

Construction of a structure for pain therapy (medical clinic) and for at-home care

Clinics and services for the examination, diagnosis, and 1.634.500 Return from management
treatment of patients (n° 18 units)

Spaces designated for at-home care - No return may be produced
Construction of housing for palliative care of pain during hospitalization

Single family lodgings (n°® 45 mini-apartments, 2 persons per 3.545.694 Subsidies from Regional Health
unit) Service

Hospitality structures

Hotel (in part dedicated to relatives and visitors — 4 floors — n° 1.908.200 Refurn from management
80 double rooms all with amenities)

Creation of an area designated as a social vegetable garden
Spaces destined for agrotherapy 654.080 No return may be produced

Construction of covered walkways with installation of 3.270.000 Return from photo voltaics
photo-voltaic roof tiles

Infrastructural and landscaping works

Construction of a parking lot (90 parking spaces) and 92.250 Public works
pedestrian trails and public green spaces

TOTAL COST 11.104.724 -
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8.5. RAGUSA — RENEWAL OF VIA VELARDO TO ESTABLISH HOSPITALITY STRUCTURES,
CATERING AND HANDCRAFTING ACTIVITIES

8.5.1. The regional context

The City of Ragusa, the capital of the homonymauasipce located in the southeastern section of
Sicily, counts 72,755 inhabitafitsand is spread across a vast territory stretchiomg the coast to
the hills of the Monti Iblei.

At the provincial level, the gross national prodpetr inhabitant — which is considered the best
indicator of the region’s unit production capacityis higher than the regional averfigend it
boasts the lowest unemployment rate in Sicily @2 the figure was 8.3% compared to the
regional average of 13%)

The total number of registered enterprises, whitthe date of 12.31.2009 was recorded as 34,265,
corresponds to a business density of 10,92 ensespper 100 inhabitafits

The productive structure in the province featuresgaificant number of agricultural enterprises,

which represent almost 30% of the total registenatgrprises in the province, and more than 10%
of the agricultural enterprises of the region. @timeportant sectors in terms of the numbers of
enterprises are commerce (which concentrates 25@71be total enterprises), services (11.84%),
and construction (11.73%).

A very important economic resource for the proviaeel in particular for the city of Ragusa is
tourisn?® which, in recent years, has grown in the provimcterms of numbersf tourist arrivals
and sojourns, superior to the regional avesag€he increase in the flow of touristsfestered
primarily by specific policies that began to expkbie immense tourist potential of the region (from
the “Baroque” of the province and especially thg of Ragusa, to the beaches on the coast) and in
part by the visibility that came from cinema ankkwision productions filmed in the Ibleo aféa

%2 The resident population has a percentage of imantg equal to 3.98%, higher than the regionalanesr

which is 2.27%. (Source: data from Istat dated D2009, www.demo.istat.it).

In 2006, the GNpro-capitefor the province of Ragusa was Euro 17,741, cosppsr a regional average
of Euro 16,628 and a national average of Euro 25,08terms of the pro-capite GNP, Ragusa is ranked
fourth among the provinces in the region after Gisa Euro 20.167), Trapani Euro 18.444) and Messina
(Euro18.203). (Source: Annuario Statistico Regiersitilia, year 2008).

Statistics for the year 2007 (Source: AnnuaratiStico Regionale Sicilia, year 2008):

At the regional level, the average business theisi9.35 (Statistics elaborated on the basisaté drom
Istat/Infocamere).

The mayors of the 12 Comuni Iblei, on the subjbatve recently initiated a process to build theirk
“tourist district”.

At the regional level, in the decade between 188® 2005, there was a clear increase (+34%) oistou
arrivals and presences, with a substantially ungédrength of stay (3.2 days). In the province af&sa,
the increase of the presences over the decadequatste 57%, while the number of arrivals was light
smaller (49%); consequently the average lengthayf went from 3.96 to 4.17 days, the highest inlysic

At the level of the municipality, the trend in tgeowth of tourist arrivals and sojourns was morsilsir

to those at the regional level. The total numbeprasences in the hospitality structures of thg Gft
Ragusa in 2007 was 478 thousand, with an averageo$t4,08 days and an average occupation ratio of
22%. It must be said that the City of Ragusa (i@70egistered a greater number of foreign toutlss

the rest of the province and the regional aver#gey represented 44% of the total number of taarist
(against 36% in the region and 32% in the provin(®ge the Strategic Plan of the Ibleo Region ‘err
Iblee — Mari e Monti").

The province of Ragusa provided the locations tfer film “ll Gattopardo” by Luchino Visconti,
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will also be favoured by the coming inauguratiortted airport of Comiso which is being built on
the site of the former American missile base (wiissenger traffic that, in the first phase, will be
assumed to be 400,000 units/year) and by the tquois of Marina di Ragusa, completed in July
2009, with a capacity for 900 boats.

The city of Ragusa, from a planning perspectivediided into two distinct cores, Ragusa
Inferiore (the ancient Ibla) and Ragusa Superieeparated by the “Valle dei Ponti”, a deep ravine
crossed by four bridges, near the quarry of Saotadhica.

The two historic centres of Ragusa are the reguhaurban development process that took place
in different sites, though nearby, and at differam@ments: the Medieval Ages, as far as the first
nucleus is concerned (Ragusa Ibla) and the Latedar for the second nucleus (Ragusa
Superiorey.

:

Figure 14 - Ortofotopiano dei Centri Storici di Ragusa : Ragusa Ibla e Ragusa Superiore(San Giovanni, Cappuccini)

The unifying element of the two urban realitieshis presence of many Baroque monuments, built
during the reconstruction that followed the 1698&tepiake, which along with the beauty of the
environmental context — characterized by the deepbsaenographic “quarries” that the urban and
architectural heritage adapts so harmoniously taakes the city extremely fascinating (though in

“L’'uomo delle Stelle” by Giuseppe Tornatore, andwab all, the successful TV series “ll Commissario
Montalbano”, whose enormous popularity amplified thme of the province and especially the city of
Ragusa as a tourist destination, and even ledecaitbation of tourist itineraries tracking the sdlex
“Montalbano places”.

In the different urban structure, the city demmatss its past as an area with intense seismigtgcin
fact, following the catastrophic earthquake in 168® Old city was rebuilt on the same place as the
original city (Ibla), which despite the presenceadtarge number of Baroque buildings, maintains a
Medieval urban configuration, and new buildings evbuilt on the Patro hill — with a regular grid ®m

(a combination of rectangles and squares), coegtlatth the first religious settlements existingtliat
part of the region. A staircase runs up 350 stegs the original nucleus of Ragusa Nuova or Supefio
connecting it to Ragusa Ibla and crossing throubkrocharacteristic neighborhoods.
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part it is still excluded from the routine tourisheraries).

For this reason in 2002 Ragusa was listed as a @MTE®orld Heritage Site, as one of the
“Baroque Cities of the Val di Noto” along with sevether locations in Eastern Sicily For
Ragusa the UNESCO area includes the Zone of “IBbAd part of the S. Giovanni district —
which are part of the historic centre of Ragusaefiope. Within these zones, 18 monuments have
been listed as UNESCO Heritage sites.

8.5.2. Range of action

The pilot project — which is centred on the regioraof a historic street in the Ibla district —part

of a greater project, promoted by the city admraitgin, to restore the historic centre of Ragusa
Ibla and Ragusa Superiore with the objective obpepating the area and generating a process of
economic and social revitalization.

The area of the historic city centre is the ondlie greatest social and economic issues and urban
blight, which are primarily caused by the followifagtors:

® Severe environmental blight of significant partstieé urban fabric, with over a hundred
buildings that are uninhabited and/or abandonéapidiated or collapsirg
® Significant lack of facilities and infrastructui@d a paucity of street lighting;

population loss in the area under study startinth@n1960’s because of the exodus towards
the newer suburbs of the dityand a resident population growing progressiveten|

a significant unemployment rate;

a concentration of non-European minorities;
contraction of the small craft activity;

a growing drug-dependency rate;

concentration of prostitution — a phenomenon thaiot particularly significant in the city — in
some physically degraded areas especially in #terical context of Ragusa Superiore.

On the other hand, the area of the Centre hasaldwgrortant assets that lead us to think that the
development of the area could represent a drivangeffor the entire territory of the city.

The major strong points are:

® the richness of the urban, historic and architettoeritage, which has enormous potential for
tourist and cultural attraction, demonstrated by libting of this area as a UNESCO World
Heritage Site;

0 The other locations are: Caltagirone historicteerCatania urban environment, Militello Val dit@aia
individual monuments, Modica individual monumemisto historic centre, Palazzolo Acreide individual
monuments, Scicli urban environment.

Ragusa Ibla in particular is only 30% occupiese(8PPE Centri Storici di Ragusa” report).

In particular, in the period between 1951-200i&, 47% increase in the total resident populatiothén
City was accompanied by a 71% reduction of the fagjmn residing in the Ibla district (from 7415 to
2155) and a 62% reduction in the S.Giovanni-FomtRdgusa Superiore districts (Source: City of
Ragusa). It must be recorded however that in thegdéom 2002 to 2007 the population in the Higtor
Centre did not vary significantly, though is may &&d that the phase of demographic decline has
stopped. This phenomenon may be explained by thsigg interest and attraction of the City, whictsha
been partially revitalized in recent years, thatkkshe growing number of tourists and the non-local
university students who live in the city five dayst of seven, to attend the university venues &xtat
the historic city centre (See the “PPE Historicy@entres of Ragusa” report).
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® the presence of university faculties in the histanity centre of Ragusa Ibla (Tropical and
Sub-tropical Agricultural Sciences, Law, Languagke®ated here thanks to an agreement
with the Universita degli Studi di Catania;

® the vocation of the urban and architectural fatagc a venue for traditional local craft
industries, and as the physical space for sigmficmoments of social and -cultural
aggregation;

® the initiatives organized by the city administratio encourage the cultivation and fruition of
the extraordinary valleys that lie near and evethiwithe city (S.Domeniea, Cava Velardo,
San Paolo, S. Leonardo), which are of remarkableir@mmental, historical and
archaeological interest and are characterized xeeptional system of caves and quarries.

Attention should also be called to the extensifertf towards the enhancement of the historical
city centres of Ibla and Ragusa Superiore on tite @lathe city administration, to enact the
Regional Law 61/81 “Standards for the restoratiod aenovation of buildings in the Historic
Centre of Ibla and some districts of Ragd$akhich led to completion of many projects, the tos
important of which are: the construction of the &amica del Parco, upgrading the technological
systems (sewer system, water supply system, alaktgower grid, methane gas grid), the
development of the valleys, incentives for econoaativities (which fostered the opening of many
public establishments in the historical city cepttke renovation of several buildings designated a
the campus for the University

The results of these efforts were primarily theitedization of the central area of Ragusa Ibla, in
which many significant historical buildings werestared, renovated and refunctionalized; many of
them were designated to be used by the Universitplfies, with a consequent increase in
alternative homes for students, as well as restésjrbars, pubs, nightclubs and private socialslub
The enhanced attraction of the area, as highlighteale, has also proven to be a magnet for
tourism, in terms of arrivals and presericesid the consequent development of hotels and other
hospitality structures (B&B), encouraging the regiation of building by private property owners.

The same policy guidelines underlie tRmno Particolareggiato Esecutiv®PE)for the historic
city centres of Ragusa”, currently being adoptetictv aims to refunctionalize all the ancient
districts of the city, by integrating several ditfat levels of intervention.

In the first place, the PPE includes the regermmadf the decaying building heritage, which may
also rely on the technique of “deliberate annexétaf minor buildings, to establish venues for
new services and tertiary activities, for the dorabf residential units that comply with modern
standards of comfort and hygiene and are thereftiractive on the market, and for temporary
housing for students and university professordooithe establishment of tourist and hospitality

® The public works that were included and are irt pampleted focused primarily on the “centres” of

Giardi Iblei, Ex Castello, the Monumental CompléXSan Giorgio — Corso XXV Aprile — San Giuseppe,
Complex of the Gesu, Complex of Santa Teresa, Ri&apubblica, Piazza Don Minzoni, Piazza San
Paolo, Quartiere Carmine, Santa Lucia, the Monuate@bomplex of Piazza San Giovanni, Teatro La
Concordia, Ecce Homo

The funds allocated by the R.L.61/81 were supplged with other funds, some of them regional (also
raised by the P.I.T.”Quattro Citta e un parco peere gli Iblei”), which made it possible to rendea
Casa Castillett as a University building, to rertev@alazzo Cosentini for use as a diagnostic cemtde
Teatro La Concordia, to be used as a theatre asebef

It should be noted that the abundance of artisSources has led to a flow of tourists thaaikar evenly
distributed throughout the year, unlike the fractioear the sea (Marina di Ragusa), which is more
popular during the summer months — mostly becatige environmental qualities, but also becausisof
many shops, nightclubs and open-air discothequekjsathe most active seaside resort in southeaster
Sicily.
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facilities or small craft or commercial activities.

In the second place, the PPE will include the gootibn of a modern system of mobility and
accessibility, as a necessary condition to repopule area, based primarily on the construction of
kiss-and-ride parking lots and alternative meangrafsportation such as the surface Urban
Subway and a hectometric transport system, compoédift and elevator systems linked by
underpasses, to connect the different levels ofatiwent city, which is characterized by a hilly
terraced orography.

8.5.3. Characteristics of the project

The project is part of an overall effort for thevd®pment and re-functionalization of the urban
fabric in the two historic cores of Ragusa, Ibld &agusa Superiore.

Via Velardo, which is the focus of the planned sfanmation, represents a typical example of
historic urban environment that has been completbndoned as a result of a general process of
depopulation which has involved the central parttrd city in recent decades. The theme of
regenerating and re-functionalizing Via Velarda igarticular challenge for two major reasons:

® the road runs along a precipice dominated by aro&mg rock formation. The context is
therefore potentially scenographic and picturedmuteaccess to it is remarkably problematic;
in particular, the area is completely inaccessiblautomobile traffic;

® the building fabric is totally abandoned and inriéical state of decay, and though it appears
uniform in terms of materials and volumetric compos, it has no outstanding artistic or
architectural features. The original building tyggy is residential, but the individual units are
composed of relatively small spaces, arranged oarakfloors and generally dark on the
ground floor. The appeal of the area is determimethe totality of the buildings and by their
relationship with the rocky cliff above.

Figure 15 - Views of Via Velardo in its current condition
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Figure 16 - The Albergo diffuso of Santo Stefano in Sessanio

Because of the conditions described above, theftsemation conceived for Via Velardo does not
intend to restore its original residential vocatibiearby streets with similar characteristics trat
wider, and therefore allow automobile access, @igclia Giusti, are already involved in specific
building restoration and renovation projects faidential use, by private entities. These projects
are coherent with the current repopulation trenthehistoric part of the city, encouraged by the
remarkable effort led by the city administratiordats development of so many public spaces and
buildings.

The development project includes the total regeimeraof the entire abandoned area of Via
Velardo (corresponding to about 2/3 of its overalttension) interpreting the particular
characteristic of this street, its inaccessibilityautomobile traffic, as an asset rather thaatzliiy.
The development would establish Via Velardi as @eg@rian, or slow mobility, street, and would
seek to enhance its attraction as a typical anitpkarly scenographic location.

In coherence with such ambition a suitable new @madant function for the regenerated Via
Velardo was identified: thélbergo diffuso.This is a relatively new mode of development for
hospitality structures particularly appropriate tbe refunctionalization of especially fascinating
urban areas which are unsuitable however for nraditional residential ué® In the project, Via
Velardo will remain a public street in every wawyt lwill serve as the distribution space for the
extended hotel structure, providing direct accesthé shared services (reception and restaurant)

6 Albergo diffusotranslates literally as “scattered hotel.” Thenpiple is that rooms, decorated in a
consistently authentic and local style, are soadte¢hroughout different buildings within the towntb
overseen by one manager. A traditional breakfaghttie served at a local cafe or in the kitcheoraf
of the local houses, or delivered to your room.eLik holiday apartment, an albergo diffuso allows
travelers to imbed themselves in village life, th& bonus is that it offers the basic services hbtel.
There is a reception or central area to report heres a manager is available to help with questions,
recommendations or bookings. One of the most rerdwnstances oAlbergo diffusois the Village of
Santo Stefano in Sessanio in Abruzzo Region.
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and to the circa 70 rooms and holiday apartmerds will result from the renovation of the
buildings, all of which are currently uninhabited.

The project also includes the establishment of epdor retail stores (and craft shops) on the
ground floor of some sections along the streetyelbas restaurant spaces accessible directly from
the street level.

The access to the area from the main adjacentstnek be guaranteed not only by the existing
pedestrian stairways, but by mechanical systent®mfiection as well. In particular, the reception
and common services areas will be directly conmklojea new sloped elevator (the construction of
which is an integral part of the project) to thevnmulti-level underground parking garage now in
the final phases of construction immediately belowthe area of the former city slaughterhouse.
Additional connections between Via Velardo anddtieets accessible to automobile traffic around
it are included in the detailed plan for the higtaity centre (for example by hectometric trangpor

The transportation of merchandise to service theltand the retail activities will be ensured by
small electrical vehicles, compatible with the parest section of Via Velardo and the prevalently
pedestrian use of the street. To allow these veshid transit, the project includes the adaptatfon
the street paving, to eliminate the small numberdting steps.

At the conclusion of the development programmehim drea, a portion of the buildings, equal to
about 20,2% of the surface of the development @r&é4 square meters), will be designated for
private residential use.

Figure 17 — Delineation of the project area
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Figure 18- Land registry map and delineation of the project area

8.5.4. Functional programme

Below is the functional programme for the Ragusgqut, highlighting the typologies of activities
that can be activated.

Cost (in [J) Typologies of

Project component income that can be produced

Regeneration of buildings in Via Velardo 9.819.200

Extended hotel (70 double rooms or efficiency apartments with 6.160.800 Returns from Management
direct access to Via Velardo, common and service spaces): the
value established includes initial furnishing costs

Catering facilities (restaurants, bars and wine bars) 542.300 Returns from Rental
Retail and craft shops 1.137.300 Returns from Rental
Buildings for residential use 1.978.800 Returns from sale
Upgrade and new street furnishings for Via Velardo 37.500
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Cost (in [J) Typologies of

Project component income that can be produced

Renovation of the paving and construction of a circulation route 37.500 Public Works
for electric service vehicles (250m x 3m)

Mechanical system for connection to the parking garage — Via 1.300.000

Velardo

Sloped elevator such as Leitner (www.leitner-lifts.com) 1.300.000 Public Works
Acquisition of buildings 2.394.700

TOTAL COST 13.551.400

8.6. PALERMO — CONSTRUCTION OF A NEW URBAN CENTRALITY — THE LOLLI-
NOTARBARTOLO NODE

8.6.1. Regional context

Palermo, the administrative capital of the Sicill@agion and the homonymous province is the
most important city on the island in demographiomg& The resident population within the
municipal limits counts approximately 660,000 inats. The metropolitan area of Paleffo
which encompasses a total of 26 municipalitieshvaver one million inhabitants, is the fifth
largest in Italy.

The city boasts one of the most important artigtistorical and architectural legacies in Italy and
in Europe. Founded in ancient times and capit8ioily for centuries, Palermo is by far the most
important urban, infrastructural and economic notethe western side of the island. In the
regional context, its relative importance is sigrhtly reduced by the presence of the important
and (relatively) dynamic urban system of easteailyGibased in the cities of Catania, Messina and
Siracusa.

Long known for the conditions of extreme physisaicial and economic blight that plague some of
its districts, including the monumental historityotentre, over the past several years the city has
initiated a process of progressive renewal of itsn fabric with the implementation of ambitious
environmental regeneration programmes and planpdoade its infrastructural system.

"The Metropolitan Area of Palermo, which has no #mecorresponding institutional agency, has been
defined by a Decree by the President of the SiciRegion dated August 10 1995 on the basis of urban
continuity and the powerful social and economi@iiattion that exists between other municipalities i
the province of Palermo and the capital itself.
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8.6.2. Range of action

This proposal concerns a large portion of thettyilocated in a central position within the city
characterized by the presence of railway infrastmeéc abandoned and in the process of
reorganization, of the former station of Lolli, ivelen Via Malaspina and Via Adria.

The area is part of an important transformationrafien, theProgramma Innovativo in Ambito
Urbano (PIAU) Porti e Stazion{lnnovative Programme in an Urban Context - Ponts &tations),
whose objective is urban regeneration and increasminl and economic development. The
projects defined in the PIAU intend to bridge tlaedration represented by the vestiges of the
tracks and the railway structures, most of thermdbaed, to improve the efficiency of public
transportation, to renovate the buildings with @ssttural and historic value, to give a significant
connotation to the urban configuration of the ety to improve the quality of life and of the city.

As the object of the PIAUWorti e Stazionithe implementation of the projects is ensuredhsy
Operational Plan “Priority interventions for thelwey areas of Lolli-Notarbartolo”. Below are
some of its salient features.

In 2001 RFI (National Railways) stipulated a Prognae Agreement with the City of Palermo for
the “Palermo Node”, delineating the actions reqlieregenerate stations and railway areas.

On June 30 2004 a Protocol of Understanding waslated between the Ministry of Infrastructure
and Transport, the City of Palermo, the R.F.| ¢pa,Ferrovie Real Estate and the Port Authority
of Palermo to govern the implementation of the Pt e Stazioni.

The PIAU is coherent with the terms of the 2002 &ahVariation to the PRG (the city general
development plan), the Plan for Sustainable Mghili007) and with the context of the
programme and the complex integrated planning (FRU®IT). The former Station of Lolli is
also located within the perimeter of theban Parks appearing as an element that can reinforce,
connect and enhance the system of green spacésisloontext, the plan includes a system of
bicycle trails which, if adequately integrated, lwilake it possible to create a network of itinexari
through the existing historical and public gardens.

In collaboration with the City Administration, anitial group of projects for the area named Lolli-
Malaspina has been selected as the pilot projedet@lop within the context of this study that
could be completed independently and potentiatiggrated at a later date, involving:

® Areas designated for museum activities inside thédimg of the former Lolli station
(privately-owned Locomotive Museum) and the adjagevilions, which could be used for
schools or public functions.

Residential and commercial buildings along Via Mplaa and Via Adria
A system of open public spaces

Development of Piazza Lolli

New streets between Piazza Lolli, Via Malaspina dizdAdria

Public parking at Lolli

In a central position within the city, the area endxamination is particularly strategic, in terofis

its extension and its vicinity to structures oftatdl interest that have been recently revitalized,
such as the formefabbrica Ducrot(now Cantieri Cultural), the Arabic-Norman Castle of the
Zisa, the Malfitano, Serradifalco and Filippinal&d, the Mediterranean Museum of Contemporary
Art, the Museum of the Zisa and of the Whitaker faation.
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Figure 19 - Transformation of Lolli-Notarbartolo area (as planned in PIAU Porti e Stazioni )
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8.6.3. Characteristics of the project

The essential principle behind the organizatiothefLolli-Malaspina area is to replace the current
urban space, which has nothing to do with the mat® of the surrounding urban fabric, and to
replace it with a system that can complete andyiate the existing one, and at the same time,
generate a new centrality, transforming the curiasdration into an urban seam.

The current owner of the area is Ferrovie SpA famgany of the National Railways group), except
for the building of the former Lolli passenger &iat (privately owned) and the streets. R.F.I.
(National Railways) has declared its approval ¢ trban conversion of the railway areas,
delegating to the City the option of making the magpropriate planning decisions. Despite its
central location, the state of total abandon améyef the Lolli station itself has contributedthe
poor maintenance of the facades of the residdmiiédings overlooking the square.

The proposal refers to the development of the afethe former Lolli railroad station and the
improvement of the system of accessibility, definthe public works that are a priority for the
urban renewal: the reorganization of the road andility systems, the connection to the network
of bicycle and pedestrian trails, the reinforcemanthe green and public open space system, the
construction of facilities for cultural activitieand collective services (public and private),
residential buildings.

As for the reconnection of the road network, akixe routes will be added to the existing streets
to connect Piazza Lolli and Via Malaspina, Via Adand Via Malaspina and a thoroughfare that
connects Via Malaspina directly to Via Dante uding bed of the ancient railroad tracks. The new
road section will also feature bicycle and pedastgaths.

The longitudinal connection with the other city esdvill take place by means of a system of open
spaces, green areas and gardens. The urban paneglan the PRG (general development plan) in
fact includes not only the existing gardens ang sijuare, but also the former Lolli station railway
area and extends through the Park of Villa TrahihtaeGiardino Inglese(English garden) to the
Ucciardone prison, and the area of the farmer'kataand the Sampolo station.

The project clearly addresses the priorities deffiioe the transformation of the area:

® to expand the system of green spaces
® to mend the fabric of the road system and reinfprdaic transportation
® to regenerate abandoned buildings and create aurmm centrality.

The creation of the new centrality necessarily ddgeon the renovation of the abandoned
buildings for new uses. The introduction of newiaités will obviously lead to a functional mix,
which responds to two levels of needs: the cumpenicity of collective spaces and services in this
section of the city, and the completion of a stgatelesign which envisions a cultural and tourist
vocation for this district. Therefore, in compli@hwith the scenario delineated in the PRG and
encouraged in the Strategic Plan for the city, theseum and exhibition spaces will be
complemented by residential, office and commespalces.

For each of these functions, the proposal consithersnaximum building density, the maximum
volumes, the maximum indoor surface and the legahmpeters for the quantification of urban
standards and parking, as identified in the febisilstudy for the PIAU.

Therenovation of the Lolli station, in compliance with the indications of the PRGttheovides
for the protection of buildings of historical inést classified for this purpose Aetto Storico,
maintains part of the existing buildings, which @akie required historical architectural requisites,
also motivated by the need to preserve the tratakeorailway context, which gave form and
meaning to this part of the city. The transformatad the passenger terminal of the former Lolli
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station, now privately owned, into a Locomotive Mum is not part of the pilot project. For the

railway pavilions overlooking Via Dante near thespenger terminal, the pilot project features the
installation of new services and public spaces. dther buildings, which have no architectural

value and are far from the railway station, willdemolished.

New buildings, to be constructed, will create atcwous fagade along Via Malaspina. The
completion of the block on Via Parlatore redefities building front along the system of gardens
and facilities of the former Lolli station, now fmented and of relatively poor architectural
quality.

The new building is destined entirely for colleetiservices to support the interchange node and the
adjacent residences; responding to the need tedser the functional blend of the area, it
contributes to the creation of a new urban cemyrali

. -ll‘ﬁ \i\ "

e K -

———

Figure 20 — Plan and volume project in the PIAU

New public parking lots will be located near thenier Lolli station.

The new gardens of Piazza Lolli, in compliance wfith provisions of the PRG, occupy most of the
track beds, in continuity with the areas designdtednuseum, cultural and exhibition facilities,

indicated as an objective in the Strategic Plathefcity of Palermo which identifies this as armeare

for the “internationalization of culture”, in whidb reinforce existing cultural nodes.

The extension of the system of green spaces iy pactuded in the projects for the reconnection
of the roads and concerns the network of bicycte@adestrian trails.
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Figure 21 - The system of green spaces planned in the PIAU

The projects to mend the fabric of the road systensist in the construction of new streets over
the covered railway cutting. The new road systebetween Piazza Lolli and Via Malaspina, the
extension of Via Adria up to Via Malaspina and theroughfare that connects Via Malaspina
directly with Via Dante — is included in the curtdPRG and constitutes a system of alternative
roads for automobile traffic that complement thestixg roads, helping to alleviate the intensity of
the traffic.

The importance of the new centrality of Lolli issalmeasurable by the forecasts relative to the
public transportation system.

The construction of a second railway linkfrom Palermo-Brancaccio to the airport of PuntésRa
creates a high-capacity connection between therigh Punta Raisi, the Palermo Centrale railway
station and the Brancaccio area, along a highlaniged corridor that is 26 kilometers long and
will include a stop near the former Lolli station.

Another project to reinforce public transportatisrthe underground railway ring: a ring route
almost 6 and a half kilometers long, almost congbjetinderground (with a brief section in a
cutting) that connects the main urban poles ofetiton, by means of a “metro-railway” system
with a maximum transport capacity, at rush houwlependently of the direction of travel, of 2400
passengers per hour for an average of one run éfenmpinutes at the completion of the first
functional section and one every 5 minutes at tmpietion of the second section. The entire
journey lasts about 13 minutes.

Currently only one part exists, corresponding towlhalf of the entire route from the Notarbartolo
station to Piazza Giachery, and including four stdyotarbartolo, Imperatore Federico, Fiera and
Giachery.
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Figure 22 - The system of public transportation in the forecast for the Sustainable Mobility Plan

The City Administration is also involved in the &bruction ofbicycle trails, for sustainable
mobility , with the objective of building a “network”. Sontrails have already been funded and are
under construction, others have been planned @ iplo them, to create a “bicycle network” for
moving around the city. In particular, a bicycledapedestrian trail has been planned on the
overpass connecting Piazza Lolli and the new squeae the Notarbartolo station. The trail, which
runs through the existing gardens, could exter@iaaza Principe di Camporeale, and continue all
the way to the gardens of the Zisa and the Car@iglturali.

For its complete realization, the implementatioritef projects planned by the PIAU in the Lolli-
Malaspina area requires the integrated and codsdirection of the City, of the Sicilian Regional
Government and other public agencies. HenceAtoerdo di ProgramméProgramme Agreement)
is considered to be the most appropriate toolHferaompletion of the specified functional sections.
This exercise will entail a variation to the PRGcompliance with the guidelines set by the PRG
itself for the regeneration of abandoned railwaygsas.
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8.6.4. Functional programme

Project component

Cost (in [J)

Typologies of
income that can be produced

Construction of the cultural hub

Hub for public services at the former Lolli station

Underground parking (below new Hub)

Public garden at the former station

Regeneration of the former Lolli area

Restoration of Piazza Lolli

New streets and bicycle and pedestrian trails Lolli -
Malaspina

Public garden on via Adria

Underground public parking garage

Office and commercial services
Residential units

Underground parking (for residential units)
Acquisition of the development area

TOTAL COST

ECOSFERA S.P.A.

9.853.320

1.395.680

727.518

2.123.946

4.037.022

88.242

12.738.880

56.184.755

41.497.830

7.967.080

56.547.100

195.796.874

transfer free of charge to the City

transfer free of charge to the City

transfer free of charge to the City

transfer free of charge to the City
maintenance provided at the expense
of the management of the
underground parking garage

transfer free of charge to the City

transfer free of charge to the City

income from sale

income from sale
income from sale

income from sale
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8.7.  “GREEN ENERGY” PILOT PROJECT

8.7.1. Characteristics of the project

The City Council of a hypothetical Sicilian city ®ructuring a programme for thenergy
reconversion of some of the municipal buildings.

The operation, which concerns 9 buildings, consistsoth improving the thermal performance
(thermal insulation) and in introducing a system tlee production of renewable energy (from
photovoltaic and solar panels).

Depending on the building typology (and functiotile most advantageous solutions are chosen.
For buildings habitually occupied by users (whibbrefore consume more energy for heating and
cooling), such as offices, schools, nursery schosdsior citizens centres and the library, the
project involves installing thermal insulation tociease performance in terms of energy. For
buildings that host activities requiring the protioic of hot water (swimming pool/sports fields
and gymnasium), the idea was to install solar ganel

Photovoltaic panels will be installed on all theiltimgs for the production of electric energy,
which is currently sustained by government subsidpid in proportion to the energy produced
and transferred to the manager of the power gnidhtich the photovoltaic system is connected).

Figure 23 — From left: installation of thermal insulation on an existing building, solar panel on the roof of an existing building,
photovoltaic panels on the roof of an existing building.

8.7.2. Functional programme

Below is the functional programme of the projeat titee improvement of energy consumption in
the buildings of a hypothetical municipality in By¢ highlighting the type of revenue that may be
produced.
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Typology of income that may be produced

School A (3.200 sgm)

Thermal insulation 207.912 Savings on the use of methane gas
Photovoltaic panels (20 kWp) 80.000 Savings on the use of electrical power and government incentives

School B (4.700 sam)

Thermal insulation 397.902 Savings on the use of methane gas
Photovoltaic panels (20 kWp) 80.000 Savings on the use of electrical power and government incentives

Nurserv School

Thermal insulation 105.825 Savings on the use of methane gas
Photovoltaic panels (10 kWp) 40.000 Savings on the use of electrical power and government incentives

Municioal offices A (4.500 sam)

Thermal insulation 380.970 Savings on the use of methane gas

Photovoltaic panels (20 kWp) 80.000 Savings on the use of electrical power and government incentives

Municioal offices B (3.800 sam)

Thermal insulation 321.708 Savings on the use of methane gas
Photovoltaic panels (20 kWp) 80.000 Savings on the use of electrical power and government incentives

Gvmnasium and soorts fields

Solar panels (thermal solar) 84.000 Savings on the use of methane gas
Photovoltaic panels (10 kWp) 40.000 Savings on the use of electrical power and government incentives

Soorts facilities with swimmina nool

Solar panels (thermal solar) 210.000 Savings on the use of methane gas

Photovoltaic panels (10 kWp) 40.000 Savings on the use of electrical power and government incentives

Librarv (1.200 sam)

Thermal insulation 101.592 Savings on the use of methane gas
Photovoltaic panels (10 kWp) 40.000 Savings on the use of electrical power and government incentives

Senior Citizens Centre (1.050 sam)

Thermal insulation 88.893 Savings on the use of methane gas
Photovoltaic panels (10 kWp) 40.000 Savings on the use of electrical power and government incentives
TOTAL COST 2.481.802 -
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9. ANALYSIS OF THE FEASIBILITY OF THE PROJECTS

9.1.  NOTES ON THE METHOD OF ANALYSIS

The typical process of setting up and defining sieable” projects was illustrated in Chapter 7
above. The pilot projects developed for this Stwaye built in coherence with this process.

In particular, the approach described in paragrdh was adopted to define their financial
structure. In this chapter, the decisions regardivg choice of the most advantageous financial
structure and project vehicle are detailed in thening paragraph of the subchapter dedicated to
the analysis of each of the 6 pilot projects.

In reference to the analysis of the opportunitied @ethods of intervention offered by JESSICA to
sustain the actual feasibility of the projectshbuld be emphasized once again that this Study was
based on the premise of using JESSICA withoutmglgin State Aid.

For this reason, the intervention of JESSICA wassatered exclusively in coherence with the
principle of the investor operating in a market ecoomy. What this actually means is:

® The JESSICA loans were granted at a rate equaleater than the reference rate which
approximates the market rate (calculated on thés bafsthe methodology established in
“Communication from the Commission on the revisadrthe method for setting the reference
and discount rates” 2008/C 14/02)

® JESSICA's contribution in equity will be repaidthe same conditions as the other economic
operators contributing equity

For each of the pilot projects, a simulation wagdenaf several different hypotheses for the
intervention of JESSICA. All of them provide for a use of JESSICA resouregthin the limits

set by the eligible ERDF expenditures relative &ahe specific project. For each pilot case, a
hypothetical baseline scenari was analyzed to illustrate how it would be finadcwithout
JESSICA. In the base case, the overall value @fitiestment is covered by equity resources,
contributed by the public sphere or by private gtges, and by debt resources, provided by an
ordinary commercial bank at market conditions. Téignario on the one hand confirmed the
theoretical sustainability of the investment, whie any case had a positive IRR, and on the other
the scarce potential for its realization given therent conditions of the market, and in particular
the conditions typical of the contexts in which grejects are being developed.

The next step was to identify the scenario whidhery the intervention of JESSICA with a loan
(applying an interest rate equal to the refereate and in any case lower than an actual market
rate), ensures the conditions that align the l@feleturn for the private investors with current
expectations dictated by the markét}=SSICA option I”.

For each project a thirdIESSICA option 11" was studied, which postulated the intervention of
JESSICA with a contribution of equity, proportiontm the overall volume of investment and
commensurate to the specific capacity of the ptdede financed. The latter scenario does not
envision variations in the rate of return offered ihvestors (it remains stable compared to
JESSICA option |, because the JESSICA capital msurerated at the same rate as the other
investors). The decision on whether to sustainpttogects with JESSICA equity, in addition to
JESSICA debt, was evaluated case by case takingcontsideration the risks involved in each
operation and/or the effective availability of @ie resources to activate.
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Below is a table that sums up the rates used @rdmuneration of the debt capital invested in the
projects, on the basis of each one’s specific dbariatics.

The interest rates, applicable to the differenhfyavere estimated on the basis of market value and
of considerations on the risks and the specifitateial for each operation, as established in the
methodology indicated in the above-mentioned Comoation by the European Commission.

In particular, to estimatthe cost of the JESSICA dehtthe process started with the yedrhse
rate, set annually by the Commission and diffused by Comination,with the addition of a
spread commensurate with the intrinsic risks involved acle operation (assessment of credit in
relation to the nature of the project, to the diffty of realization, to the potential management
problems, to the potential of the market of refesgretc.) and the potential collateral offered by
each project. This method, while taking into acdotime insufficiently advanced level of
development of the project proposals, approximakbes determination of theeference rate
applicable to each project so that it is not comisd State Aid.

Finally, to estimatehe cost of the commercial deht it was deemed appropriate to increase the
JESSICA reference rate, as calculated above, byb3S6 points, an approximate median value,
determined on the basis of the current economiguocture, which is characterized by a credit
crunch, and on the basis of the equity marketénutfiban development sector.

BASE RATE 1,24%78

Project Credit rafing Quality of the Spread applicable REFERENCE RATE Approximate cost of

Collateral to the Base Rate JESSICA debt commercial debt
Caltagirone Good Low 2.20% 3.,44% 6,94%
Excellent/ High/

Palermo Good Normal 0,78% 2,02% 5,52%
Good/

Ragusa SaisTqcton, Normal 1,60% 2,84% 6,34%
. Good/

Siracusa SaisTqcton, Low 3,10% 4,34% 7.84%

Green Energy - - - 1,50% 2,00%7?
. Good/

Trapani SaisTacton, Low 3,10% 4,34% 7.84%

® The Base Rate used to calculate the values intahke is the rate established for ltaly by the
“Commission notice on current State aid recovengrist rates and reference/discount rates for 27
member States applicable as from 1 March 201@0a&0/C 55/04.

" The rate is substantially lower than in the otteses. See the analysis in paragraph 9.7.1. below.

ECOSFERA S.P.A. 115



9.2.  SIRACUSA

9.2.1. Structure of the operation

Description of the operation

Siracusa’s City Council sets up a Real Estate Htnodido di Investimento Immobiligrdor the
revamp of the waterfront in the Porto Grande affid® operation includes the construction of a
new landmark building: th8tazione MarittimaThe municipality transfers two real estate assets
the Real Estate Fund, their transformation is iratlegart of the overall revamp operation.

The area (apart from the buildings originally bejimg to the municipality) is entirely coastal
property of the Sicilian Region, as such it mustae public domain and cannot be sold.

The Real Estate Fund set up by the City Counciedowith the Regional AuthorityA¢genzia
regionale del Demanjca contract for the concession of the area foye20's. The Real Estate Fund
will pay the Regional Authority an annual rent.

Type of revenues

The urban transformation comprises the creatiomeaf public spaces and of several new facilities
(including the Stazione Marittima) that can be eipld to create financial returns, either though
direct management or through lease (please se¢ ahparagraph 9.2.2). Further revenues are
generated by the photovoltaic roofs of the newksam the waterfront.

The foreseen life of the Real Estate Fund is 30sy¢he same duration of the Concession. At the
end of such period the real estate assets buitherarea will become property of the Regional

Authority. The assets originally transferred by thenicipality to the Real Estate Fund will be sold

at market prices.

Financial structure

The structure of the capital for this operatio3%86 equity and 65% debt. The capital invested by
the public entity (City Council of Siracusa) is efjto the value of the real estate assets traesferr
to the Fund (prior to transformation).

This structure is coherent with the characterisfithe operation: the volume of investment is not
high considering the scale of the transformatiod #me area is particularly attractive for the
planned new facilities. The risk is linked to a gib& increase in construction costs: the whole
development has high construction and aesthetidatds and the Stazione Marittima will be a
new urban landmark. In this case the building @mtor is selected by the Real Estate Fund and is
not one of the investors.

Reimbursement of the debt is done using up to 76%he cash flow until extinction. The
remaining 30% is used to issue dividends to eqnitgstors (in proportion of the shares held). All
partners are paid equally and at the same time.
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Partnership structure and project vehicle

The operation is implemented through the set up lékal Estate Fundby the City Council of
Siracusa. The City Council will transfer to the Huhe property of its own real estate assets that
will be involved in the transformation. Becausdtsfsize and complexity, it is more appropriate to
involve in the operation private partners mainly fagncial backers rather than specialised
operators (responsible for the construction andagement of the developed assets). For this
reason the real estate fund appears to be the soitsble project vehicle: it eases financial
participation of investors thank to a special teotategime (20% on dividends issued)

Summary of the key features of the operation (Siracusa)

Investment period

Duration

Total investment

Operating costs

Financial structure

Partnership structure and project vehicle

Eligible investments (on total investments)

Tax rate

ECOSFERA S.P.A.

3 years

30 years

[0 26.413.903

The Real Estate Fund manager is paid an annual fee of 2% of the total investment
for the first 3 years (construction period), 1,5% from year 4 to year 6 (set up of
leases and start up of activities), 1% for the remaining life of the Fund
(management and other administrative activities)

A “global service” fee equal to 3,5% of the total investment is paid annually to a
contractor for all maintenance, cleaning and general running costs.

Annual rate for the Concession of the area ([] 84.099)

35% Equity — 65% Debt

Real Estate Fund established by the City Council — Contract for the Concession of
the Area

100%
(on the premise of using JESSICA without relying on State Aid

20% on dividends issued

ICl / Local property tax: 0,7% of the assessed value of the real estate assets (in this
case of the total investment costs)
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9.2.2. Detail of expected financial returns

gross annual
rate of return®

Project component Type of income

New public spaces and facilities Public works 0%

Offices for public services Return from rental (discounted) 4.38%
Offices and management area Return from rental / direct management 6.58%
Commercial activities® Refurn from rental / direct management 10.06%

Commercial facilities in 14.12%
; Return from rental

kiosks/temporary structures

Hospitality and catering services Return from rental 9.09%

New public parking facility Return from direct management 43.16%

Photovoltaic panels Refurn from photovoltaic energy production (partly subsidised) 15.00%

9.2.3. Baseline scenario: economic performance without JESSICA

Key features and results of the operation

Total investment [026.413.903
Debt (financial institutions) € 17.169.037
Aggregate EBITDA (over 30 yrs) € 93.229.841
Average yearly EBITDA € 3.452.957
IRR on project 7.03%
PAYBACK Year 16

8 Rate linked to the return on a specific investmd@e rate is the ratio between the EBITDA and the
initial investment.
81 The Real Estate assets conveyed to the Fundebyitimicipality will be sold at closure of the Fund.
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Profit & Loss (Siracusa) &

Projection year

Activity year

. Rental of offices (for public services) 3.208.241 - - - 93.842 95.494 97.175 133.027 135.368 137.751 140.175 142.642 145.153
. Rental of offices (private businesses) 1.945.980 - - - 56.921 57.922 58.942 80.689 82.109 83.554 85.024 86.521 88.043
. rental of commercial units 19.278.909 - - - 426.304  433.807 441.442 604312 614948 625.771 636.785  647.992  659.397
. rental of commercial units (temporary kiosks) 14.382.486 - - - 420.693  428.097 435.632 596.358  606.854  617.535  628.404  639.463  650.718
. rental of bar/restaurant units 3.637.230 - - - 106.390 108.263 110.168 150.815 153.469 156.170 158.919 161.716 164.562
. direct management of parking facility 87.610.212 - - - 2.562.631 2.607.734 2.653.630 3.632.688 3.696.623 3.761.684 3.827.889 3.895.260 3.963.817
. photovoltaic panels (energy production and incentives) 5.240.025 - - - 249.525 249.525 249.525 249.525 - - - - -
. “Global service” costs 24.961.138 - - - 924.487 924.487 924.487 924.487 924.487 924.487 924.487 924.487 924.487
. maintenance of parking facility (ord + extraordinary) 5.728.634 - - - 212.172 212.172 212.172 212.172 212.172 212.172 212.172 212.172  212.172

. concession of the Area 2.270.673 - - - 84.099 84.099 84.099 84.099 84.099 84.099 84.099 84.099 84.099
. Real Estate Fund (management costs) 9.112.797 | 528.278  528.278 528.278 396.209 396.209 396.209 264.139 264.139 264.139 264.139 264.139 264.139

EBITDA 93.229.841 (528.278) (528.278) 2.299.341 2.363.876 2.429.547 3.962.518 3.804.476 3.897.569 3.992.300 4.088.699 4.186.794

147.708

89.593

5.375.602

662.171

167.458

4.033.580

924.487

212.172

84.099

264.139

8.991.216

- Depreciation 23.534.788 - - - 978.293 978.293 978.293 978.293 978.293 978.293 978.293 978.293 978.293

66.815.938 (528.278) (528.278) (528.278) 1.321.048 1.385.583 1.451.254 2.984.225 2.826.183 2.919.276 3.014.007 3.110.406 3.208.501

978.293

8.012.923

8 Pplease note that the P&L sheet takes into acapntidential annual increase of 80% of the avefageseen long term inflation rate (2.2%) for reves
(sales or operating revenues, written in blackhian ¢hart above), since they are linked to goodssendces subject to market variations. As for 080
rate of increase has been taken into account #iegeare, for the most part, linked to long termtcacts.
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Free Cash Flow statement (Siracusa)

FREE CASH FLOW STATEMENT

Projection year

Activity year

+ EBIT 66.815.938

- tax -
Substitute tax  18.962.935

+ depreciation 23.534.788

- Working capital requirements 23.277.503

FREE CASH FLOW 50.989.403

(528.278)  (528.278)  (528.278)  1.321.048

- - - 459.868

- - - 978.293
10.565.561  7.924.171  7.924.171 -

1.839.473

1.385.583
1.121.797

472.775
978.293

1.891.101

1.451.254
1.451.254

485.909
978.293

1.943.638

2.984.225
2.984.225

792.504
978.293

3.170.014

2.826.183
2.826.183

760.895
978.293

3.043.580

2.919.276
2.919.276

779.514
978.293

3.118.055

3.014.007
3.014.007

798.460
978.293

3.193.840

3.110.406
3.110.406

817.740
978.293

3.270.959

3.208.501
3.208.501

837.359
978.293

3.349.435

8.012.923
8.012.923

1.798.243
978.293

10.329.372

FCFF (aggregate)

(11.093.839)
(11.093.839)

(8.452.449)
(19.546.288)

(8.452.449)

IRR (30y)
Payback

7,03%
16,0

ECOSFERA S.P.A.

(27.998.737) (26.159.265) (24.268.164) (22.324.526)

24.684.162

27.727.742

30.845.797

34.039.637

37.310.596

40.660.031

50.989.403



AGGREGATE FREE CASH FLOW CHART
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9.2.4. Scenarios for the employment of JESSICA

Three scenarios have been examined, all threeamedlon the financial structure of the operation
described in paragraph 9.2.1., i.e. 35% equityG&%d debt.

In the Baseline Scenario the 16.0% of the equiheld by the public partner (as a result of thé rea
estate assets conferred to the Fund), the rema8#fg is held by private partners. All the Debt
will be provided by a commercial bank at markegsat

In JESSICA Option | 60% of debt assumed by the Fuitidbe covered with JESSICA resources
(at a lower than market rate), thus allowing améase in the rate of return for equity investors.

In JESSICA Option Il additional JESSICA resourcesiavested in the project to cover 20% of the
equity, in order to provide further “collateral” tihe other equity investors and to financial
institutions issuing the commercial debt.
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Total investment

Equity
Public partners
Private partners
JESSICA
Debt
JESSICA
Comm. bank.

ECOSFERA S.P.A.

9.244.866

1.479.179

7.765.688

17.169.037

17.169.037

26.413.903

35,0%

16,00%

84,00%

65,0%

0,0%

100,0%

Equity

Debt

Total investment

Public partners
Private partners

JESSICA

JESSICA

Comm. bank.

9.244.866

1.479.179

7.765.688

17.169.037

10.301.422

6.867.615

26.413.903

35,00%

16,00%

84,00%

65,00%

60,00%

40,00%

Equity

Debt

Total investment

Public partners
Private partners

JESSICA

JESSICA

Comm. bank.

9.244.866

1.479.179

5.916.714

1.848.973

17.169.037

10.301.422

6.867.615

26.413.903

35,00%

16,00%

64,00%

20,00%

65,00%

60,00%

40,00%
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9.2.5. Financial results and preferred JESSICA scenario

JESSICA options — comparison chart (Siracusa)

Baseline JESSICA option | JESSICA option Il
scenario
IRR 7.03% 7.03% 7.03%
Project
Pay Back 16 16 16
IRR 7.33% 8.37% 8.37%
Public partners
Pay Back 20 18 18
. IRR n.a. n.a. n.a.
Private partners
With construction margin®
Pay Back n.a. n.a. n.a.
Private partners without IRR 7.33% 8.37% 8.37%
construction margin Pay Back 20 18 18
IRR - - 8.37%
Equity JESSICA
Pay Back - - 18
IRR - 4,34% 4,34%
Debt JESSICA
Pay Back - 13 13
IRR 7,84% 7,84% 7,84%
Debt commercial bank
Pay Back 11 8 8

The level ofrisk of the operation is mainly linked to the compéxity of the procedures that must

be followed to implement the transformation (estlivhent of a Real Estate Fund, property
transfer of public buildings, concession for the/agploitation of an area of public property).

Much fewer are the risks linked to the “commersiatcess” of the new development.

The contribution of JESSICA resources to the delpital (60%, as in Option I) can increase the
rate of return for private direct investors to aelethat is adequate in view of the risks of the
operation.

A contribution of JESSICA also to the equity of thgeration is nevertheless considered necessary
to offer a further incentive to the participatiori private direct investors, considering the
innovative and complex nature of the proposed agweént. The most feasible scenario is
thereforeJESSICA option II.

8 In this case the vehicle selected for the impletatéon of the project is the Real Estate Funds It

therefore unlikely that shareholders of the Fung,mahithe same time, be building contractors.
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9.3. TRAPANI

9.3.1. Structure of the operation

Description of the operation

The Municipality of Trapani promotes the restomatiand revamp of historic Palazzo Lucatelli
through a PPP with a private partner chosen foligwa public tender procedure. The contract
awards the private partner the concessfoontessione di Valorizzazignef the building for 30
years. The private partner will build inside Patataicatelli the newTeatro di Trapani(theatre
and auditorium), a restaurant/cafeteria, a comrakarea (bookstore) a hotel and an underground
car park (mechanized). Instead of a royalty reatdbncessionaire will give the Municipality the
right to use the theatre premises free of chargedot of the year to host the concert season (at
least 120 days per year).

Type of revenues

The concessionaire will benefit from revenues deg¥rom direct management (operating activity)
of the hotel and of the car park and from the dentd the restaurant/cafeteria and of the
commercial area (book and media store). More olercbncessionaire will be able to rent the
auditorium (typically as a conference venue) fax gart of the year when it is not used by the
Municipality. The exploitation of the Auditoriumenting for private events - on average 25 per
year) is expected to cover all the running and teagnce costs.

General annual building maintenance costs are 1%taf investment. Maintenance costs for the
mechanized car park are 3,5% per year (due to oelated to mechanical equipment).

Financial structure

The main component of the development operatiogaftie) is not expected to produce significant
revenues but the other components are likely togpreery profitable. The building is of great
aesthetic value and strategically located in tis¢ohic centre of town. The low level of risk of the
operation is counterbalanced by the fact that thpgrty of the real estate remains in the hands of
the municipality and cannot be used as collatémabiew of this the suggested capital structure is
45% equity and 55% debt.

Reimbursement of the debt is done using up to 76%he cash flow until extinction. The
remaining 30% is used to remunerate equity invegiarthis case the concessionaire).
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Partnership structure and project vehicle

The operation imagined with the City Council of paai entails the drawing up ofGontract for

the long term Concession of a real estate asq@ontratto di concessione e valorizzazione di
immobile). The implementation of the operation through sudjeet vehicle will allow the City
Council to refurbish the building (Palazzo Lucajedt no cost for the municipal budget, develop
new public facilities (namely the new city Auditom), and benefit from an annual concession fee,
all while maintaining the formal property of theiloling.

Summary of the key feature of the operation (Trapani)

Investment period 3 years
Duration of the operation 30 years
Total investment [013.877.099

Ordinary maintenance costs (Palazzo Lucatelli): 0,5% per year

Extraordinary maintenance costs (Palazzo Lucatelli): 0,5% per year
Operating costs

Ordinary maintenance costs (mechanised parking): 0,5% per year

Extraordinary maintenance costs (mechanised parking): 3,0% per year
Financial structure 45% Equity — 55% Debt

Contract for the concession of a real estate asset (Contratto di concessione e

Part hip struct ject vehicl
artnership structure and project vehicle valorizzazione di immobile)

100%
Eligible investments (on total investment)
(on the premise of using JESSICA without relying on State Aid)

Tax rate IRES (27,5% on taxable base) + IRAP (4,25% on taxable base)
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9.3.2. Detail of expected financial returns

Gross annual rate of return
84

Project component Type of income

Auditorium “Teatro di Trapani” (500 seats) Ronal f:;r?\?:::;enr;ces e 1.52%

Underground mechanised parking (100 spaces) Direct management 50.41%
Bookstore/media store Return from rental 5.09%
Restaurant — bar - café Return from rental 6.11%
4 stars boutique hotel Direct management 26.22%

9.3.3. Baseline scenario: economic performance without JESSICA

Key features and results of the operation

Total investment [013.877.099
Debt (financial institutions) €7.632.404
Aggregate EBITDA (over 30 yrs) € 55.018.926
Average yearly EBITDA [12.037.738
IRR 8.37%
PAYBACK 14

8 see first footnote of this charter.
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Profit & Loss (Trapani)

Projection year

Activity year

. Auditorium - rental for private events (25 per year) 4.492.724 - - - 131.414 133.727 136.080 186.287 189.566 192.902 196.297 199.752 203.268 206.845
. Direct management of parking facilities 34.641.024 - - - 1013263 1.031.096 1.049.244 1.436.363 1.461.643 1.487.367 1.513.545 1.540.183 1.567.291 1.594.875
. Rental — Bookstore/Media store 1.807.095 - - - 52.858 53.788 54.735 74.930 76.249 77.590 78.956 80.346 81.760 83.199
. Rental — Restaurant/Bar/Café 2.169.224 - - - 63.451 64.567 65.704 89.945 91.528 93.139 94.778 96.446 98.144 99.871
. Direct management of Boutique hotel 16.943.268 - - - 495.597 504.319 513.195 702.539 714.904 727.486 740.290 753.319 766.577 780.069
. Ordinary maintenance Palazzo Lucatelli 1.615.890 - - - 59.848 59.848 59.848 59.848 59.848 59.848 59.848 59.848 59.848 59.848
. Extraordinary maintenance Palazzo Lucatelli 1.615.890 - - - 59.848 59.848 59.848 59.848 59.848 59.848 59.848 59.848 59.848 59.848
. Ordinary maintenance Parking facility 257.518 - - - 9.538 9.538 9.538 9.538 9.538 9.538 9.538 9.538 9.538 9.538
. Extraordinary maintenance Parking facility 1.545.109 - - - 57.226 57.226 57.226 57.226 57.226 57.226 57.226 57.226 57.226 57.226

EBITDA 55.018.926 1.570.123  1.601.039  1.632.499 2.303.604 2.347.429  2.392.026  2.437.407 2.483.587 2.530.580 2.578.400

- Depreciation 13.877.099 - - - 513.967 513.967 457.944 457.944 457.944 457.944 457.944 457.944 457.944 457.944

41.141.827 1.112.179 1.143.094 1.174.554  1.845.660 1.889.485 1.934.082 1.979.463  2.025.643  2.072.636  2.120.456
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Free Cash Flow statement (Trapani)

FREE CASH FLOW STATEMENT

Projection year

Activity year
+ EBIT 41.141.827 - - - 1.056.156 1.087.072 1.118.532 1.789.638 1.833.463 1.878.059 1.923.441 1.969.621 2.016.613 2.064.433
- Tax IRES 11.314.003 - - - 290.443 298.945 307.596 492.150 504.202 516.466 528.946 541.646 554.569 567.719
IRAP 1.748.528 - - - 44.887 46.201 47.538 76.060 77.922 79.818 81.746 83.709 85.706 87.738
+ Depreciation 13.877.099 - - - 513.967 513.967 513.967 513.967 513.967 513.967 513.967 513.967 513.967 513.967
- Working capital requirements 13.877.099  5.550.840  4.163.130 4.163.130 - - - - - - - - - -
FREE CASH FLOW 28.079.297 (5.550.840) (4.163.130) (4.163.130) 1.234.793 1.255.893 1.277.365 1.735.394 1.765.305 1.795.742 1.826.715 1.858.233 1.890.305 1.922.942
FCFF (aggregate) (5.550.840) (9.713.969) (13.877.099) (12.642.306) (11.386.413) (10.109.048) 17.020.055 18.785.360 20.581.102 22.407.817 24.266.050 26.156.355 28.079.297
IRR (30y) 8,37%
Payback 14,0
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Aggregate Free Cash Flow chart

35,0

30,0 +
25,0 +

Milioni

20,0 +
15,0
10,0 +
50 +
0,0 -

504 13 15 17 19 21 23 25 27 29

-10,0 +
-15,0

-20,0

Years

9.3.4. Scenarios for the employment of JESSICA

The operation is characterised by a relatively lewel of complexity. More over the proposed
transformation appears fully coherent with the tmraand with the market demand in Trapani’'s
city centre, the ongoing regeneration of which iawing new quality functions and services.
Nevertheless the operation has a medium-high lef/eisk due to the lack of actual collateral
(property of Palazzo Lucatelli remains public aadmot be transferred)

All this considered the most appropriate finanstalicture appears to be 45% equity -55% debt.

In the Baseline scenario the equity share is futlyered by private investments, the debt is entirel
provided by a loan contracted with a commerciakiacurrent market rates.

JESSICA Option | entails the use of JESSICA resmato cover 70% of the debt capital (as Junior
debt), thus making the operation more attractivegptitential equity investors.

In JESSICA Option Il additional resources are inedsn the project to cover 50% of the equity, in
order to provide further “collateral” to the othexuity investors and to financial institutions isgu
the commercial debt.
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Total investment

Equity
Public partners
Private partners
JESSICA
Debt
JESSICA
Comm.bank

ECOSFERA S.P.A.

6.244.695

6.244.695

7.632.404

7.632.404

13.877.099

45,00%

0,00%

100,00%

0,00%

55,00%

0,00%

100,00%

Equity

Debt

Total investment

Public partners

Private partners

JESSICA

JESSICA

Comm.bank

6.244.695

6.244.695

7.632.404

5.342.683

2.289.721

13.877.099

45,00%

0,00%

100,00%

0,00%

55,00%

70,00%

30,00%

Equity

Debt

Total investment

Public partners
Private partners

JESSICA

JESSICA

Comm.bank

6.244.695

3.122.347

3.122.347

7.632.404

5.342.683

2.289.721

13.877.099

45,00%
0,00%
50,00%
50,00%

55,00%
70,00%

30,00%
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9.3.5. Financial results and preferred JESSICA scenario

JESSICA options — comparison chart

Baseline JESSICA option | JESSICA option |l
scenario
IRR 8.37% 8.37% 8.37%
Project
Pay Back 14 14 14
IRR - - -
Public part
ublic partners Pay Back ) )
Private partners IRR 11.48% 12.38% 15.25%
With construction margin Pay Back 14 13 12
Private partners IRR 9.67% 10.40% 10.40%
Without construction margin Pay Back 15 14 14
IRR - - 10.40%
Equity JESSICA
Pay Back . - 14
IRR - 4.34% 4.34%
Debt JESSICA
Pay Back - 10 10
IRR 7.84% 7.84% 7.84%
Debt commercial bank
Pay Back 9 6 6

The operation has a fairly attractive IRR for poignnvestors, even in the Baseline scenario. In
JESSICA option | the increase in IRR for prospexiiwestors appears to be a significant enough
incentive to spur the actual involvement of privpsgtners and commercial banks.

JESSICA Option Il sees a significant further inse®af the rate of return for potential “industrial
partners” (i.e. construction firms), but becauséhefnature of the project vehicle (a very longrter
concession), the involvement of such actors irctigtal structure of the operation is unlikely.

The preferred JESSICA scenarigdgtion |.
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9.4. CALTAGIRONE

9.4.1. Structure of the operation

Description of the operation

The Municipality of Caltagirone sets ug-nanza di progett@peration for the development of an
Hospice (for terminal illnesses) in a publicly owlnarea in a residential distridEinanza di
Progettoentails that a private partner, selected throughldic tender process, will build and run a
facility (or provide a service) for a set numberyeérs; at the end of such period property reverts
the original public owners.

The new development consists in: the new hospidth (esidential units, pain therapy units, a
hotel (general access and special rates for reltnf the patients), a park with gardening
allotments for patients and a network of pedestrialtkways canopied with photovoltaic panels.

Type of revenues

Revenues are generated by the direct managemesafmg activity) of the Hospice and of the
Hotel. The regional health service pays €264 per mr patient as a subsidy to facilities that
provide care for terminal patients. The hotel, iseparate building, will have a share of rooms
available at a discounted rate for visiting relesifriends of the patients.

A system of canopied pathways will be fitted withopovoltaic panels which will produce revenues
from the production of green energy (boosted btesteentives).

The private partner will reap a construction maigfii0%.

Financial structure

The level of risk of this operation is reasonabiy|due to the presence of generous public
subsidies for the care of terminal patients. Suakesof things is unlikely to change in the near
future. The overall volume of the investment ioaislatively modest.

The proposed capital structure is 30% equity artd débt.

Reimbursement of the debt is done using up to 76%he cash flow until extinction. The
remaining 30% is distributed as earnings to theapeiinvestor.

Partnership structure and project vehicle

The operation in Caltagirone can be structured &reject Financing”, a vehicle by means of
which the construction and management of a puldlailify is carried out by a private partner,
selected with an open bid procedure, at no coghfapromoting public authority

In this case the City Council will gain full propgrof the development at the and of the agreed
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concession period. The development being a hogpjal structure, the private partners will be
selected among those with appropriate experientie inathe field of construction, development
and health facility management.

Summary of the key features of the operation (Caltagirone)

Investment period 3 years
Duration of the operation 30 years
Total investment 011.104.724
Operating costs Ordinary and extraordinary maintenance:1,32% per year
Financial structure 30% Equity — 70% Debt
100%

Eligible investments (on total investment)
(on the premise of using JESSICA without relying on State Aid)

Partnership structure and project vehicle Project Financing

Tax rate IRES (27,5% on taxable base) + IRAP (4,25% on taxable base)
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9.4.2. Detail of expected financial returns (Caltagirone)

Gross annual
rate of return

Project component Type of income

Pain therapy units (18) Direct management 2.00%
Hospice — Residential units (45) Direct management 12.71%
Hotel (80 rooms, some at discounted rates) Return from rental 25.38%
Allotments for gardening therapy Direct management -2.53%
Landscaping maintenance -1.00%
Photovoltaic canopies Return from photovoltaic energy production

15.00%

(partly subsidised)

9.4.3. Baseline scenario: economic performance without JESSICA

Key features and results of the operation (Caltagirone)

Total investment [011.104.724
Debt (financial institutions) [07.773.307
Aggregate EBITDA (over 30 years) [142.549.963
Average yearly EBITDA [011.575.925
IRR 8,48%
PAYBACK 14
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Profit & Loss (Caltagirone)

Projection year

Activity year
. pain therapy units 1.177.646 - - - 34.447 35.053 35.670 48.830 49.690 50.564 51.454 52.360 53.281 54.219
. Hospice — Residential units 16.234.792 - - - 474.874 483.231 491.736 673.163 685.010 697.067 709.335 721.819 734.523 747.451
. Hotel 17.446.786 - - - 510.325 519.307 528.446 723.417 736.149 749.105 762.290 775.706 789.358 803.251
. gardening allotments 483.295 - - - 24.636 25.069 25.510 - - - - - - -
. photovoltaic canopies 12.150.000 - - - 450.000 450.000 450.000 450.000 450.000 450.000 450.000 450.000 450.000 450.000
. landscaping 33.233 - - - 972 989 1.007 1.378 1.402 1.427 1.452 1.478 1.504 1.530
. maintenance 3.942.732 - - - 146.027 146.027 146.027 146.027 146.027 146.027 146.027 146.027 146.027 146.027

EBITDA 42.549.963 1.298.011  1.315.506  1.333.309 1.748.005 1.773.420 1.799.282  1.825.600 1.852.380 1.879.632  1.907.364

- Depreciation 13.492.240 - - - 499.713 499.713 499.713 499.713 499.713 499.713 499.713 499.713 499.713 499.713

29.057.724 798.298 815.793 833.596  1.248.292  1.273.707 1.299.570  1.325.887 1.352.668  1.379.920 1.407.651
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Free Cash Flow statement (Caltagirone)

Projection year

Activity year

+ EBIT 29.057.724

- Tax - IRES 7.990.874
- IRAP 1.234.953

+ Depreciation 13.492.240

- Working capital requirements 11.104.724

- - - 798.298 815.793

- - - 219.532 224.343
- - - 33.928 34.671
- - - 499.713 499.713

4.441.890  3.331.417 3.331.417 - -

833.596

229.239
35.428
499.713

1.248.292 1.273.707 1.299.570 1.325.887 1.352.668 1.379.920

343.280 350.270 357.382 364.619 371.984 379.478
53.052 54.133 55.232 56.350 57.488 58.647
499.713 499.713 499.713 499.713 499.713 499.713

1.407.651

387.104
59.825
499.713

FREE CASH FLOW
FCFF (aggregate)o

(4.441.890) (3.331.417) (3.331.417)  1.044.551  1.056.491
(4.441.890) (7.773.307) (11.104.724) (10.060.173) (9.003.682)

IRR (30y)
Payback

8,48%
14,0

ECOSFERA S.P.A.

1.068.642
(7.935.040)

1.351.672  1.369.018 1.386.669  1.404.630 1.422.908 1.441.508
13.734.244 15.103.262 16.489.931 17.894.562 19.317.470 20.758.977

1.460.435
22.219.412
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Aggregate Free Cash Flow chart
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9.4.4 Scenario for the employment of JESSICA

The operation is characterised by a low level ghplexity, particularly as far as the development
phase is concerned. The operation also featurew delvel of risk, thanks to the limited volatility
of revenues deriving from the management of the development.

The foreseen financial structure for the operaisad0% equity and 70% debt.

In the Baseline scenario the equity share is futlyered by private investments, the debt is entirel
provided by a loan contracted with a commerciakiancurrent market rates.

JESSICA Option | entails the use of JESSICA resmato cover 50% of the debt capital, thus
making the operation more attractive for poterdgi@lity investors.

In JESSICA Option Il additional resources are inedsn the project to cover 50% of the equity, in
order to provide further “collateral” to the othexuity investors and to financial institutions isgu
the commercial debt.
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Total investment 11.104.724 Total investment 11.104.724 Total investment 11.104.724
Equity 3.331.417 30,00% Equity 3.331.417 30,00%  Equity 3.331.417 30,00%
Public partners 0 0,00% Public partners 0 0,00% Public partners 0 0,00%
Private partners 3.331.417 100,00% Private partners 3.331.417 100,00% Private partners 1.665.709 50,00%
JESSICA 0 0,00% JESSICA 0 0,00% JESSICA 1.665.709 50,00%
Debt 7.773.307 70,00% Debt 7.773.307 70,00% Debt 7.773.307 70,00%
JESSICA 0 0,00% JESSICA 3.886.653 50,00% JESSICA 3.886.653 50,00%
Comm. Bank 7.773.307 100,00% Comm. Bank 3.886.653 50,00% Comm. Bank 3.886.653 50,00%
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9.4.5. Financial results and preferred JESSICA scenario

JESSICA options — comparison chart (Caltagirone)

Boseliqe JESSICA option | JESSICA option
scenario I
IRR 8.48% 8.48% 8.48%
Project
Pay Back 14 14 14
IRR - 5 -
Public partners
Pay Back = - -
Private partners IRR 13.96% 15.42% 21.76%
With construction margin Poy Bk 13 12 9
IRR 11.08% 12.14% 12.14%
Private partners
without construction margin Poy Bk 15 14 14
IRR - - 12.14%
Equity JESSICA
Pay Back = - 14
IRR - 3.44% 3.44%
Debt JESSICA
Pay Back - 12 12
IRR 6.94% 6.94% 6.94%
Debt Commercia bank
Pay Back 10 8 8

The project is characterised by a few challengdeell to the management of a structure hosting a
range of different functions. In financial termse thperation has limited risk thanks to generous
public subsidies for the terminal patients that & hosted in thelospice

The contribution of JESSICA resources only as debforeseen in Option I, allows an increase in
IRR and a shorter payback period for the privatengas. A further injection of JESSICA
resources as equity (as in Option Il) does not appe alter significantly the appeal of the
operation. The equity required for the implemenptatof the operation is only € 3 million. A
significant further increase in IRR would be to thenefit only of a potential private partner who
can also reap a construction margin (i.e. a coctstm company).

The preferred JESSICA scenariagdgtion |.
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9.5. RAGUSA

9.5.1. Structure of the operation

Description of the operation

The Municipality of Ragusa sets up a STU (UrbandRegation company) for the rehabilitation of
derelict Via Velardo in the city’s historic centfEhe development operation entails the revamp in
stock of all the buildings of the eastern end af 8treet, currently all abandoned, and their
transformation into a hotéAlbergo diffuso) a few high quality residential units, artist/¢safan
workshops and commercial spaces and restaurargs/Gdre transformation also includes
construction of a public inclined lift linking Via/elardo (perched on a steep hillside and
inaccessible by car) with a large public parkinggabelow.

The Municipality transfers to the STU the propesfyl0 buildings of Via Velardo that it owns in
exchange for an equivalent amount of shares. The[&iys the remaining 40 units involved in the
transformation from the respective owners at mapketes. At the end of the project all the real
estate still owned by the STU is sold at marketi@al

Type of revenues

The STU will receive revenues from the direct mamagnt (operating activity) of the hotel, form
the sale of the residential units, from the rewfathe workshops/commercial spaces and of the
restaurants/bars.

The STU will take care of maintenance costs noy ogllated to the economic activities it runs but
also of the public spaces (Via Velardo is a pup&destrian-only street) and of the inclined lift.

The STU operating costs (management and admingstjabre 0,6% (annual) of the total
investment.

The private partner of the STU (typically a conestion industry developer) will reap a
construction margin of 10%

Financial structure

The main risk of the operation is linked mainlyidaver than expected occupation rate for the hotel
and lower than expected demand for the sale ofaidential units. Ragusa is quickly becoming a
desirable holiday destination but the part of tisadnic centre where the development will take
place, in spite of its great potential, is stilMeary bad state of conservation. The STU will hfutke
property rights over the real estate and can dfffar as collateral for the loan. In consideratién o
all the above the recommended capital structu4@9s equity and 60% debt.
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Partnership structure and project vehicle

The Ragusa pilot project is characterised by a ¢exnpwnership structure of the development
area (partly public, partly private and, in someeasa difficult to establish). The operation is made
more complex by the fragile environmental contéistoric buildings and rocky formations)

The project vehicle selected to carry out this apen is the STU (Urban Regeneration Company).
Although a relatively complex vehicle to set up aménage the STU has been considered
particularly appropriate in this case because:

® it can easily sort out problems linked to the asifjion of the area (it can, if necessary, obtain
that the city council start expropriation procedjiye

@ it entails a substantial involvement of the promgtMunicipal administration in every phase
of the development thus guaranteeing an efficiadtspeedy execution of necessary technical
and administrative processes,

@ it can guarantee that the promoting administratetain a clear leadership of the operation.
This can be crucial, also in “political” terms, like in this case, the regeneration operation
involves the transformation of a large portionia# historic urban fabric.

Summary of the key features of the operation (Ragusa)

Investment period 3 years

Duration 30 years

Total investment 0 13.551.400

Operating costs Management and administrative costs of STU: 0,50% yr 0-3, 0,60% yr 4-30
Financial structure 40% Equity — 60% Debt

Sl pafiashis o el STU (Societa di Trasformazione Urbana — Urban regeneration company)

progettuale

Eligible investments (on total Approx. 70%

investments) (on the premise of using JESSICA without relying on State Aid)
IRES (27,5% on taxable base) + IRAP (4,25% on taxable base)

Tax rate

ICl / Local property tax: 0,7% of the assessed value of the real estate assets (in this
case of the total investment costs)
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9.5.2. Detail of expected financial returns

Rate of return on Gross annual rate of
return

Project component Type of income

Albergo diffuso (rooms and holiday apartments) Direct management - 19.57%
Restaurants-cafés-bars Return from rental - 6.08%
Shops and workshops (local crafts and food) Return from rental - 5.29%
Residential units Sale 35.29% -
Inclined lift Public works - -
New street paving Public works - -

9.5.3. Baseline scenario: economic performance without JESSICA

Key features and results of the operation

Total investment [0 13.551.400
Debt (financial institutions) []8.130.840
Aggregate EBITDA (over 30 years) [140.423.028
Average yearly EBITDA [01.497.149
IRR 7.37%
PAYBACK 15

% Ppercentage expressing to the rate between tlss grargin (difference between revenues from salds a
construction costs) and the initial investment.
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Profit & Loss (Ragusa)

Projection year

Activity year
. Hotel (Albergo diffuso) 43.433.802 - - - 1.270.455 1.292.815 1.315.568 1.800.948 1.832.645 1.864.899 1.897.722 1.931.121 1.965.109 1.999.695
. bars/cafés/restaurants (to let) 1.187.799 - - - 34.744 35.355 35.977 49.251 50.118 51.000 51.898 52.811 53.741 54.686
. commercial units and workshops (to let) 2.167.358 - - - 63.396 64.512 65.647 89.868 91.449 93.059 94.697 96.363 98.059 99.785
. residential units (to sell) 866.997 - - - 421.086 445911 - - - - - - - -
Sale 2.845.797 - - - 1.410.486 1.435.311 - - - - - - - -
Costs 1.978.800 - - - 989.400 989.400 - - - - - - - -
. Building maintenance costs 2.116.908 - - - 78.404 78.404 78.404 78.404 78.404 78.404 78.404 78.404 78.404 78.404
. cost of maintenance of public inclined lift 1.228.500 - - - 45.500 45.500 45.500 45.500 45.500 45.500 45.500 45.500 45.500 45.500
.ICI 1.488.923 - - - 55.145 55.145 55.145 55.145 55.145 55.145 55.145 55.145 55.145 55.145
. management costs of STU 2.398.598 67.757 67.757 67.757 81.308 81.308 81.308 81.308 81.308 81.308 81.308 81.308 81.308 81.308

EBITDA 40.423.028  (67.757) (67.757) (67.757) 1.529.323 1.578.235 1.156.835 1.679.709 1.713.855 1.748.601 1.783.958 1.819.938 1.856.551  1.893.809

- Depreciation 13.551.400 - - - 501.904 501.904 501.904 501.904 501.904 501.904 501.904 501.904 501.904 501.904

26.871.628  (67.757) (67.757) (67.757) 1.027.419  1.076.331 654.931 1.177.806 1.211.951 1.246.697 1.282.055 1.318.035 1.354.648  1.391.905
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Free cash Flow statement (Ragusa)

Projection year

Activity year

+ EBIT 26.871.628

- Tax IRES  7.389.698
IRAP  1.142.044

+ Depreciation 13.551.400

- Working capital requirements 11.572.600

FREE CASH FLOW

(67.757)

5.420.560

(67.757) (67.757)  1.027.419

- - 226.641

- - 35.026

- - 501.904
4.065.420  4.065.420 989.400

2.257.056

1.076.331

295.991
45.744
501.904

2.225.900

654.931 1.177.806
180.106 323.897

27.835 50.057
501.904 501.904

948.894  1.305.756

1.211.951

333.286

51.508
501.904

1.329.060

1.246.697

342.842

52.985
501.904

1.352.774

1.282.055

352.565

54.487
501.904

1.376.906

1.318.035

362.460

56.016
501.904

1.401.462

1.354.648

372.528

57.573
501.904

1.426.451

1.391.905

382.774

59.156
501.904

1.451.879

(5.488.317)

FCFF (aggregate) (5.488.317)
IRR (30y) 7,37%
Payback 15,0

ECOSFERA S.P.A.

(4.133.177)
(9.621.494)

(4.133.177)
(13.754.671) (11.497.615)

(9.271.715) (8.322.821)

11.980.153

13.309.213

14.661.988

16.038.894

17.440.356

18.866.807

20.318.686
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Aggregate Free Cash Flow chart (Caltagirone)
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9.5.4. Scenarios for the employment of JESSICA

The complexity of the Ragusa operation, in termaaifial development of the transformation, is
relatively low. All in all the operation is, nevhdless, fairly risky because of the high volatititfy
expected revenues (in particular the occupatieahthe hotel facility).

The financial structure that was identified as naggtropriate for this operation is 40% equity and
60% debt.

In the Baseline Scenario the 18.0% of the equiteld by the public partner (as a result of thé rea
estate assets conferred to the STU), the remapartgs held by private partners. All the Debt will
be provided by a commercial bank at market rates.

In JESSICA Option | 50% of debt assumed by the SiilUbe covered with JESSICA resources
(at a “reference rate” lower than market rate)sthllowing an increase in the rate of return for
equity investors.

In JESSICA Option Il additional JESSICA resourcesiavested in the project to cover 41% of the
equity, in order to provide further “collateral” tine other equity investors and to financial
institutions issuing the commercial debt.
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Summary of the scenarios analysed (Ragusa)

Total investment 13.551.400 Total investment 13.551.400 Total investment 13.551.400
Equity 5.420.560 40,00% = Equity 5.420.560 40,00% = Equity 5.420.560 40,00%
Public partners 975.701 18,00% Public partners 975.701 18,00% Public partners 975.701 18,00%
Private partners 4.444.859 82,00% Private partners 4.444.859 82,00% Private partners 2.222.430 41,00%
JESSICA 0 0,00% JESSICA 0 0,00% JESSICA 2.222.430 41,00%
Debt 8.130.840 60,00% Debt 8.130.840 60,00%  Debt 8.130.840 60,00%
JESSICA 0 0,00% JESSICA 4.065.420 50,00% JESSICA 4.065.420 50,00%
Commercial bank 8.130.840 100,00% Commercial bank 4.065.420 50,00% Commercial bank 4.065.420 50,00%
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9.5.5. Financial results and preferred JESSICA scenario

JESSICA options — comparison chart (Ragusa)

Baseline scenario  JESSICA option | JESSICA option Il

IRR 7.37% 7.37% 7.37%
Project
Pay Back 15 15 15
IRR 8.38% 9.09% 9.09%
Public partners
Pay Back 16 15 15
Private partners IRR 10.99% 11.95% 17.19%
With construction margin Pay Back 14 14 11
Hivens e IRR 8.38% 9.09% 9.09%
Without construction margin Poy Back 16 15 15
IRR - - 9.09%
Equity JESSICA
Pay Back - - 15
IRR - 2.84% 2.84%
Debt JESSICA
Pay Back - 12 12
IRR 6.34% 6.34% 6.34%
Debt Commercial Bank
Pay Back 10 6 6

As well as important potentials (high quality artdhiom of the built and natural environment) the
project features a few important uncertainties ljsag the volume of future tourist flows to Ragusa,
the actual cost of development in such a delicatsitive environment) that could make it difficult
to attract a substantial amount of equity investisien

The preferred JESSICA scenario in this casegdson |l.
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9.6. PALERMO

9.6.1. Structure of the operation

Description of the operation

The Municipality of Palermo sets up a STU (Urbamg&weeration company) for the redevelopment
of a large brownfield area currently owned Bgrrovie dello Stato Spfnational railways). The
STU will buy the land at market value (€ 55 minyiaw of the planned development).

0,5% of the shares of the STU will be held by thenMipality (to ensure presence in the
governance structure of the development operatith®, remaining 99,5% will be held by a
consortium of private investors (mainly developeedected with a public tender procedure.

The redevelopment consists in the refurbishment enedtion of public spaces and facilities
(schools and public offices, parks, squares, raau$ pathways), commercial spaces, offices,
residential units and public parking.

At the end of the project property of all publicifdgies will be transferred, free of charge, t@th
municipality. All other real estate assets produsébbe sold.

Type of revenues

50% of all residential units (and related parkiagilities) will be sold at market value, the other
50% will be sold in stock to a specialised Sociauking manager (such as a Social housing fund)
at a reduced price.

The public car park will also be sold to a spes&di manager.
It is expected that the private partners (as d@ezk) will reap a 10% construction margin.

STU operating costs are estimated at 0,5% of totalstment for the whole duration of the project
(they include administrative and general managemests)

Financial Structure

Due to the extremely high volume of investment meeketb carry out this operation, even with
relatively low level of risk and real estate assetsffer as collateral for a loan, the foreseepiteh
structure is 50% equity and 50% debt.

Reimbursement of the debt is done using up to 70%he cash flow until extinction. The
remaining 30% is distributed as earnings to thegpei investor.
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Partnership structure and project vehicle

The project vehicle selected to carry out the dgweent operation in Palermo is the STU (Urban
Regeneration Company). The areas involved in tesformation are all former railways areas and
are currently owned by different agencies belongintheFerrovie dello StatgNational Railways)

group. As already mentioned, in reference to thguRa case, the STU can be a particularly
efficient project vehicle in carrying out compleansformations in sensitive urban areas, because:

@ it can easily sort out problems linked to the asifjion of the area (it can, if necessary, obtain
that the city council start expropriation procedyye

@ it entails a substantial involvement of the promgtMunicipal administration in every phase
of the development thus guaranteeing an efficiadtspeedy execution of necessary technical
and administrative processes,

® it can guarantee that the promoting administratetain a clear leadership of the operation.
This can be crucial, also in “political” terms, like in this case, the regeneration operation
involves the transformation of a large portion loé turban fabric and the creation of much
needed strategic links between the historic cearicethe “modern” city centre (including the
development of new transport infrastructure of w@iitan and regional importance)

Summary of the key features of the operation (Palermo)

Investment period 3 years

Duration 6 years

Total investment [0195.796.874

Operating Costs Administrative and general management costs of STU: 0,50% yearly
Financial structure 50% Equity — 50% Debt

Eligible investments (on total Approx. 50%

investments) (on the premise of using JESSICA without relying on State Aid)

Partnership structure and project

vehicle STU (Societa di Trasformazione Urbana — Urban regeneration company)

Tax rate IRES (27,5% on taxable base) + IRAP (4,25% on taxable base)
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9.6.2. Detail of expected financial returns

Rate of return on sale Rate of return on sale

Project component Type of income

(public facilities) (private real estate)

Public car park Sale 30.0% =

Commercial activities and Office

Sale - 175.60%
spaces
Underground parking spaces
(for Commercial activities and Office Sale ; 106.82%
spaces)
Residential units Sale : 163.64%
Underground parking spaces

Sale - 162.50%
(for residential units)
Social housing units Sale 36.36% B
Underground parking spaces

Sale 43.16% -
(for social housing units)
Public spaces and facilities Public works - -

9.6.3. Baseline scenario: economic performance without JESSICA

Key features and results of the operation

Total investment [0195.796.874
Debt (financial institutions) [197.898.437
Aggregate EBITDA (over 6 years) [193.627.249
Yearly average EBITDA n.a.

IRR 6.66%
PAYBACK 6 years
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Profit & Loss (Palermo)

Projection year

Activity year
. Commercial activities and Office spaces - - - 31.287.952 24.988.306 14.658.877
Sales 107.450.570 - - - 47.719.897 37.768.708 21.961.964
Costs 36.515.435 - - - 16.431.946 12.780.402 7.303.087
. Parking spaces (for Commercial activities and Office spaces) 23.765.188 ) ) ) 10.438.516 8.382.900 4.943.773
Sales 43.434.508 - - - 19.289.710 15.267.162 8.877.637
Costs 19.669.320 - - - 8.851.194 6.884.262 3.933.864
. Residential units - - - 16.601.825 13.267.605 7.787.959
Sales 58.406.304 - - - 25.938.837 20.529.725 11.937.742
Costs 20.748.915 - - - 9.337.012 7.262.120 4.149.783
. Parking spaces (for residential units) - - - 3.165.815 2.530.176 1.485.283
Sales 11.164.815 - - - 4.958.408 3.924.415 2.281.991
Costs 3.983.540 - - - 1.792.593 1.394.239 796.708
. Social Housing units - - - 4.079.085 3.356.273 2.024.661
Sales 30.208.935 - - - 13.416.097 10.618.394 6.174.444
Costs 20.748.915 - - - 9.337.012 7.262.120 4.149.783
. Parking spaces (for social housing units) - - - 911.959 746.324 447.999
Sales 6.089.822 - - - 2.704.552 2.140.563 1.244.707
Costs 3.983.540 - - - 1.792.593 1.394.239 796.708
. Public car park - - - 2.120.193 1.756.534 1.066.240
Sales 17.681.847 - - - 7.852.689 6.215.142 3.614.016
Costs 12.738.880 - - - 5.732.496 4.458.608 2.547.776
. Acquisition of the area - - - (24.860.472) (19.940.502) (11.746.126)
Costs 56.547.100 - - - 24.860.472 19.940.502 11.746.126
. Administrative and management costs of STU 978.984 978.984 978.984 978.984 978.984 978.984

EBITDA 93.627.249 . . . 34.108.632 19.689.682
- Depreciation -
19.689.682

93.627.249 42.765.889 34.108.632
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Free Cash Flow (Palermo)

Projection year 1 2 ] 4 5 6

Activity year 1 2 3

+ EBIT 93.627.249 (978.984) (978.984) (978.984) 42.765.889 34.108.632  19.689.682

- Tax IRES 25.747.493 - - - 10.952.957 9.379.874 5.414.662
IRAP 3.979.158 - - - 1.692.730 1.449.617 836.811

+Depreciation - - - - - - -

- working capital requirements 20.861.229 98.322.032 55.699.910  41.774.932  (78.135.318) (61.376.492) (35.423.835)

FREE CASH FLOW 43.039.368 (99.301.017) (56.678.894) (42.753.917) 108.255.519 84.655.633  48.862.043

(99.301.017) (155.979.911) (198.733.827) (90.478.308) (5.822.674) 43.039.368
FCFF (aggregate)

IRR (6y) 6,66%
Payback 6,0
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Aggregate Free Cash Flow chart (Palermo)
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9.6.4. Scenarios for the employment of JESSICA

Demand for the facilities developed (residentialnmercial, offices and services) in the Palermo
area is strong. The level of risk is nevertheletatively high because of the scale of the opemnatio

(total development cost of € 196 million), even sidering that most of the developed real estate
assets can be used as collateral

The financial structure that was identified as naggiropriate for this operation is 500% equity and
50% debt.

In the Baseline Scenario the 0.5% of the equitiidkl by the public partner (a symbolic share
necessary to guarantee the presence of the Citpdlan the governance structure of the STU),
the remaining part is held by private partners.tAd Debt will be provided by a commercial bank
at market rates.

In JESSICA Option | 40% of debt assumed by the SiilUbe covered with JESSICA resources
(at a “reference rate” lower than market rate) sthilowing an increase in the rate of return for
equity investors.

In JESSICA Option Il additional JESSICA resources imvested in the project to cover 9.5% of
the equity, in order to provide further “collatéréb the other equity investors and to financial
institutions issuing the commercial debt.
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Summary of the scenarios analysed (Palermo)

Total investment 195.796.874 Total investment 195.796.874 Total investment 195.796.874
Equity 97.898.437 50,00% = Equity 97.898.437 50,00% = Equity 97.898.437 50,00%
Public partners 489.492 0,50% Public partners 489.492 0,50% Public partners 489.492 0,50%
Private partners 97.408.945 99,50% Private partners 97.408.945 99,50% Private partners 88.108.593 90,00%
JESSICA 0 0,00% JESSICA 0 0,00% JESSICA 9.300.352 9.50%
Debt 97.898.437 50,00% Debt 97.898.437 50,00% Debt 97.898.437 50,00%
JESSICA 0 0,00% JESSICA 39.159.375 40,00% JESSICA 39.159.375 40,00%
Commercial bank 97.898.437 100,00% Commercial bank 58.739.062 60,00% Commercial bank 58.739.062 60,00%
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9.6.5. Financial results and preferred JESSICA scenario

JESSICA options — comparison chart (Palermo)

Baseline scenario JESSICA JESSICA
option | option |l
IRR 6.66% 6.66% 6.66%
Project
Pay Back 6 6 6
IRR 7.24% 7.97% 7.97%
Public partners
Pay Back 6 6 6
Private partners IRR 14.26% 15.15% 16.03%
With construction margin Pay Back 5 5 5
Private partners IRR 7.24% 7.97% 7.97%
Without construction margin Pay Back 6 6 6
IRR - - 7.97%
Equity JESSICA
Pay Back - - 6
IRR - 2.02% 2.02%
Debt JESSICA
Pay Back - 5 5
IRR 5.52% 5.52% 5.52%
Debt Commercial Bank
Pay Back 5 4 4

Even in the Baseline scenario the IRR for prospecgquity investors is interesting. The
substantial injection of JESSICA resources as deist in Option 1) makes the operation
significantly more attractive both for direct intes (higher IRR) and financial institutions (lower
share of debt issued).

In this case, because of the particularly high nmuof investment needed, a contribution of
JESSICA to the equity capital seems appropriate eckssary in order to guarantee actual
feasibility of the operation.

The preferred JESSICA scenario in this casegdson |l.
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9.7. GREEN ENERGY PILOT PROJECT

9.7.1. Structure of the operation

Description of the operation

The Municipality of an hypothetical Sicilian towats up a programme for the revamp of part of its
real estate properties.

The operation involves 9 buildings consists bothmproving the thermal performance (through
insulation) and in the introduction of green engpgyduction systems (photovoltaic panels and hot
water panels).

All the buildings will remain of public property dncontinue to function as public buildings

throughout the life of the project. The Municipglwill contract the execution of the construction

to a specialized firm but will be the only benddigi of the savings and of the revenues deriving
from the energy produced. Currently the productmingreen energy through photovoltaic

technology is supported with national incentivesaidpin proportion to the amount of energy

produced and transferred to the power grid).

Type of revenues

The project produces revenues of two types: sawingsnergy consumption, earnings from energy
production.

The savings are an indirect type of revenue anthaienot subject to taxation.

Revenues linked to energy production from phot@olpanels is subject to normal taxation :
IRES (27,5% on earnings) + IRAP (4,25% on earnings)

Financial structure

The financial structure of the operation is extrgngmple. The municipality will obtain from
the UDF a JESSICA loan to cover 90% of the investnm¢ costs the remaining 10% with be
covered by a loan issued by the UDF with its owsoueces.

The operation is characterised by a very low |lefalisk. Considering that the JESSICA loan is
issued to a Public entity, State aid rules do pptya Rates as low as 1,5% can thus be applietl (jus
enough to cover UDF management costs). The comahdoein is imagined at an interest rate of
2%, the current rate applied Bassa Depositi e Prestifltaly’s main public investment bank) for
loans to local authorities.
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Partnership structure and project vehicle

The operation, focusing entirely on the producttbigreen energy and on energy saving in public
buildings, does not require the set up of a comgleklic private partnership, or the input of
private resources as equity. No project vehiclethas been imagined to carry out the operation.

Summary of the key features of the operation (Green Energy Pilot Project)

Investment period

Duration

Total investment

Operating costs

Financial structure

Eligible investments (on total investment)

Partnership structure and project vehicle

Tax rate

ECOSFERA S.P.A.

1 year

20 years

2.481.802

Maintenance costs of photovoltaic panels: 2.30% per year

Maintenance costs of solar panels: 1.00% per year

100% debt

100%

No public-private partnership  Public tender

IRES (27,5% on taxable base) + IRAP (4,25% on taxable base)
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9.7.2. Detail of expected financial returns

Project component Type of income Gross annual rate of return

Returns from sale of energy

Photovoltaic panels produced (including state 12.70%
incentives)

Photovoltaic panels Savings on energy consumption 5.40%

Thermal insulation of buildings Savings on energy consumption 4.30%

Hot water panels Savings on energy consumption 15.50%

9.7.3. Economic performance

Key features and results of the operation

Total investment [02.481.802
Debt []2.481.802
Aggregate EBITDA (over 20 years) [14.465.606
Average yearly EBITDA [1262.683
IRR 5.85%
PAYBACK 13
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Profit & Loss chart (Green Energy Pilot Project)

Projection year

Activity year
. Photovoltaic panels (on roofs of school buildings) 822.648 - 36.837 37.485 38.145 38.817 39.500 47.029 47.857 48.699 49.556 50.428
Sale of energy 577.217 - 25.847 26.302 26.765 27.236 27.715 32.998 33.579 34.170 34.771 35.383
Savings on energy consumption 245.431 - 10.990 11.184 11.380 11.581 11.784 14.031 14.278 14.529 14.785 15.045
. Thermal insulation 1.629.741 - 72.978 74.262 75.569 76.899 78.253 93.169 94.808 96.477 98.175 99.903

Sale of energy - - - - - - - - - - - -
Savings on energy consumption 1.629.741 - 72.978 74.262 75.569 76.899 78.253 93.169 94.808 96.477 98.175 99.903
. Hot water panels 1.035.583 - 46.372 47.188 48.019 48.864 49.724 59.202 60.244 61.304 62.383 63.481

Sale of energy - - - - - - - - - - - -

Savings on energy consumption 1.035.583 - 46.372 47.188 48.019 48.864 49.724 59.202 60.244 61.304 62.383 63.481

. Photovoltaic panels (on roofs office buildings) 1.316.238 - 58.939 59.977 61.032 62.106 63.200 75.246 76.571 77.918 79.290 80.685
Sale of energy 923.548 - 41.355 42.083 42.824 43.577 44.344 52.797 53.726 54.672 55.634 56.613

Savings on energy consumption 392.690 - 17.584 17.894 18.209 18.529 18.855 22.449 22.844 23.246 23.655 24.072

. maintenance costs (photovoltaic panels) 271.792 - 12.170 12.385 12.603 12.824 13.050 15.538 15.811 16.089 16.373 16.661
. maintenance costs (hot water panels) 66.812 - 2.992 3.044 3.098 3.153 3.208 3.819 3.887 3.955 4.025 4.096

EBITDA 4.465.606 199.964 203.483 207.065 210.709 214.417  255.288 259.782 264.354 269.006 273.741

- Depreciation 520.000 - 46.800 46.800 46.800 46.800 46.800

3.945.606 153.164 156.683 160.265 163.909 167.617 255.288  259.782 264.354 269.006 273.741
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Free Cash Flow statement (Green Energy Plot Project)

FREE CASH FLOW STATEMENT

Projection year

+ EBIT 3.945.606 - 153.164 156.683 160.265 163.909 167.617 255.288 259.782 264.354 269.006 273.741
- Tax IRES 176.594 - 1.441 1.693 1.949 2.210 2.475 18.270 18.592 18.919 19.252 19.591

IRAP 27.292 - 223 262 301 342 383 2.824 2.873 2.924 2.975 3.028
+ Depreciation 520.000 - 46.800 46.800 46.800 46.800 46.800 - - - - -

- Working capital requirements 2.481.802 2.481.802

1.779.918 (2.481.802) 198.300 201.529 204.814 208.157 211.559 234.194 238.316 242.511 246.779 251.122
FREE CASH FLOW
FCFF (aggregate) (2.481.802) (2.283.502) (2.081.973) (1.877.159) (1.669.001) (1.457.442) 801.190 1.039.506  1.282.017 1.528.796 1.779.918
IRR (20 y) 5,85%
Payback 13,0
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Aggregate Free Cash Flow chart (Green Energy Pilot Project)
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10. FINANCIAL RESULTS OF THE URBAN DEVELOPMENT FUNDS
(UDF) AND THE HOLDING FUND (HF)

The overall structure postulated for the implemgota of JESSICA in Sicily, given the
constitution of a Holding Fund (HF) with a financendowment of just over €148.0 million from
the ERDF OP Sicily 2007-2013, establishes the d¢otish of two Urban Development Funds
(called UDF 1 and UDF 2) with competence over there regional territory, which will serve as
the vehicles for channelling the global resourcasaged by the HF towards the selected projects.

The following table highlights the fundamental @weristics of the Holding Fund:

JESSICA Holding Fund (HF)

Funds received by the Managing Authority 148.068.359

Management fees

2010 - 2013 1,00%
2014 - 2015 0,50%
after 2015 0,10%
TOTAL management fees through 2039 10.957.059

Total amount to invest in the Urban Development Fun  d (UDF) 137.111.300

The management fé8dor the Holding Fund have been postulated as deirg, based on the
premise that the activity will be more intenseha beginning, given the need to select the Urban
Development Funds.

Overall the management fees amount to circa € mll@n, considering a lifetime of 30 years for
the Holding Fund. It should be emphasized thatddite assigned in the table, both with reference
to the management costsand in relation to thehirty-year lifetime of the fund, represent
indicative valued’, which may therefore be modified.

This chapter analyzes two different possible aechutres for the Urban Development Funds,

8 In this Chapter the term “management fees” indis&management costs” as stated in art. 43.4ef th
Regulation (EC) 1828/2006.

87 1t should be emphasized in particular, that theuations show that limited variations in the dpglrates,
such as the management fees for the HF (1.5% thstédl% for the first 3 years), do not imply
significant variations in terms of the return peérfor the investment and the profitability of theivaging
Authority. As far as the Urban Development Funde aoncerned, given a marginally reduced
endowment of resources, there are no significamatans in terms of yield and payback period.
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anticipated in Chapter 6 of this document.

The first includes the constitution of t"\@ENERALISTUrban Development Funds, with a more or
less equal financial endowment, multi-instrumergefating primarily through funding with debt
and equity) and capable of financing sustainablemrdevelopment projects of any type (multi-
sectorial).

As said earlier, it must however be considered danatndowment of capital for each Fund below a
level of € 90-100 Million, could be less advantagedor the manager — and therefore less
appealing in the market of financial operators peeglly when the activity of the Funds involves
all sectors of investment and therefore does rotvascale economies that are possible with the
specialization per sector.

For this reason, the second hypothesis includesdhstitution of two Urban Development Funds,
of which one is aGENERALIST(multi-sectorial) fund with an endowment of circa99-100
million and one is specialized in financing progedt theENERGYsector, with an endowment
equal to the remaining resources (ca. € 48 — 3gomjl

As shown in paragraph 6.1.1, the fund specializedhie energy sector, despite its limited
endowment of resources, could be appealing in asg ¢o the market of financial operators for
two reasons:

® The specialization in the energy sector would imgoh standardization in the processes of
evaluating and structuring the operations, andngpl#fication of the reporting, therefore
creating scale economies and reducing costs;

® The demand for investments in the energy sectpotientially high and can grow over time,
thanks to the advisory work and project scoutirag ttould be carried out by the UDF in the
region.

It is important to underline that both simulatioestail the numerical “repetition” of the
hypothesized pilot projects until resources areleled, so that the operation can be assessed
overall at the various levels in which it is stwetd: Managing Authority, Holding Fund, Urban
Development Fund. In reality the portfolio of proigfinanced by the UDF will be more ample.
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10.1. ANALYSIS OF THE SCENARIO WITH TWO GENERALIST UDF

The first simulation postulates 2 GENERALIST funds, anticipated in the introduction to this
chapter, with similar characteristics. The prospectus below illustrates their principal
characteristics.

UDF 1
| Funds received from the Holding  Fund (HF) 69.500.000

Management Fees
2010 - 2013 3,00%
2014 - 2015 1,50%
after 2015 0,20%

Maximum Amount* Actual Amount **
TOTAL Management Fees up until 2015 10.425.000 6.929.058 Paid by the Holding Fund
TOTAL Management Fees after 2015 3.336.000 479.603 Paid by the revenue from the projects
Overall amount to invest in the projects 59.075.000 62.570.942
Portfolio of projects

Number/ repetitions Amount of JESSICA funds Total resources Debt Total Resources Equity
CALTAGIRONE 1,00 3.886.653 3.886.653 0
PALERMO 1,00 48.459.726 39.159.375 9.300.352
TRAPANI 1,00 5.342.683 5.342.683 0
GREEN ENERGY 2,00 4.467.244 4.467.244 0
TOTAL 5,00 62.156.306 52.855.955 9.300.352
Unused funds 414.636

* calculated on the basis of the total contribution HF

** calculated on the basis of the funds managed

The UDF 1 fund turns out to be constituted by &@8illion of resources from the Holding Fund.
It can co-finance 5 projects, including Palermojolifabsorbs a significant portion of the funds.

The management fees have been presumed to be glegrebecause most of the activity is
considered to take place during the period of ptagelection and start-up, rather than during the
monitoring phase. The fees as a whole amountainteems, to circa € 7.4 million and will be paid
in part with the resources conferred by the Holdimmd and in part with the revenue deriving
from the projects themselves (after 2015 the regdram the projects will pay for the annual fees).

On this subject, it is important to illustrate ttaange within which the management fees can vary.
The column “Maximum Amount” indicates the absolutdue of the amount of the fees (divided
by periods of time) accrued as a result of the mement services performed by the Urban
Development Funds and calculated on the basiseobterall amount of resources conferred for
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investment (for example in this case the rate @43.then 1.50% and finally 0.20% for € 69.5
million), were they to be invested for the entidas year in which the UDF is constituted. In the
second column (Real Amount), the same rates af@edpp the total amount of resourcastually
managed in each single year, on the basis of thedste of disbursement and paybédly the
funds involved to the individual projects.

LIiNnE 2

Funds received by the HF 67.611.300
Management Fees

2010 - 2013 3,00%
2014 - 2015 1,50%
after 2015 0,20%

TOTAL Management Fees through 2015
TOTAL Management Fees through 2015

Total Amount to invest in the projects

Maximum Amount*
10.141.695
3.245.342
57.469.605

Actual Amount **
8.766.258
1.006.323
58.845.042

paid by the HF

paid by revenue from the projects

Portfolio of projects

Number/ repetitions Amount of JESSICA funds

Total resources Debt

Total resources Equity

SIRACUSA 2,00 24.300.791 20.602.844 3.697.946
CALTAGIRONE 3,00 11.659.960 11.659.960 0
RAGUSA 2,00 12.575.699 8.130.840 4.444.859
TRAPANI 1,00 5.342.683 5.342.683 0
GREEN ENERGY 2,00 4.467.244 4.467.244 0
TOTAL 10,00 58.346.377 50.203.571 8.142.806
Unused Funds 498.665

* calculated on the basis of the total contribution by the HF

** calculated on the basis of the managed funds

The UDF 2 fund is therefore constituted by € 67iian and is capable of financing 10 projects.

In this case too, the management fees have bedulgies as decreasing, because most of the
activity is presumed to take place during the mkib project selection and start-up, rather than
during the monitoring phase. As a whole, they amoimreal terms, to circa € 9.7 million, of
which € 8.7 million will be paid by the Holding Fdnand approximately € 1.0 million will be paid

by revenue from the projects.

88

It is important on this subject to recall thiaé tresources reimbursed periodically from the dksh of

the projects are presumed to be paid back diréxtiiye main disbursor, therefore the JESSICA filagnc
to the Holding Fund and then to the Managing Adutlipwhereas the debt financed by commercial banks

(which are presumed to be the managers of the WiEiRpe paid back to the bank itself.
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10.1.1. Financial results of the UDF

With reference to the Urban Development Fund 1 (UDR should be noted that the structure
described above brings rather satisfactory resulterms of its economic-financial performance:
the diversified composition of the project portfolio makes it pbss to achieve a fairly good
overall yield given a rather low level of risk aadimited period of return of the investment.

UDF 1

IRR 30 years 10,45%
IRR without managment fees 5,74%
Pay Back 4
JESSICA Amount managed Funds 69.500.000
Funds invested (UDF=Commercial Bank) 65.411.797
Management fees 7.408.661

Below is a chart of théggregate Cash Flow for the UDF 1
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The yield rate over 30 years is over 10.0% (5.74%af management fe€ given a period of
return on the investment in only 4 years.

And in reference to the Urban Development Fund RRB), it may be underlined that the structure
described above makes it possible to achieve getsfy results in reference to the economic-
financial performance, both in terms of yield aratipd of return on the investment, and in terms
of risk, which emerge from the following table:

¥ |t is postulated that the activity of the urban elepment fund can also consist in financing as a
Commercial Bank at the established conditionsabit the probability that the management of the Fund
be entrusted to a bank is high.
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UDF 2

IRR 30 years 14,23%
IRR without management fees 7.25%
Pay Back 6
JESSICA Amount of Funds managed 67.611.300
Funds invested (UDF=Commercial Bank) 36.312.112
Management fees 9.772.582

Below is a chart of théggregate Cash Flow of the UDR2
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It is important to point out that in the UDF2, thiwerse composition of the investment portfolio
(the prospectus analyzed earlier shows the projedisded in each UDF) brings better results than
the UDF 1.

10.1.2. Results of the Holding Fund and Managing Authority

In the first simulation, the existence of two GENEHRST Urban Development Funds implies a
fairly good economic and financial performance tbe Holding Fund which constitutes and
manages them throughout the lifetime of the opena0 years), as shown in the following table

SICILY Holding Fund

IRR 30 vears 6,04%
Payback 12
Funds managed 148.068.359
Management fees 30 vears 10.957.059
Funds invested in the UDF 137.111.300

For the management and monitoring required by thedihg Agreement, the Holding Fund
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produces a yield of approximately 6.0% and a tot#& 11.0 million for the management fees over
the entire lifetime of the fund (30 years), as shdmvthe table.

The period of return of the investment is 12 years.

In synthesis, given an overall endowment of resesijast over € 148.0 million, the Holding Fund
would convey over € 137.1 million into the two UnbBevelopment Funds.

Below is a chart of théggregate Cash Flow for the Holding Fund.

Aggregate Cashflow Sicily Holding Fund
100.000.000

50.000.000

(50.000.000)

(100.000.000)

(150.000.000)

m Aggregate Cashflow Sicily Holding Fund

At a higher level of analysis, in reference to ih@naging Authority, it is possible to underscore
the results for the structure proposed in the &rsiulation, as shown in the table below:

Managing Authorit

Nominal Amount of the Funds 148.068.359
Management fees paid to the Holding Fund 10.957.059
Management fees paid to the Urban development funds 15.695.316

Resources invested in projects 120.502.683
Unutilized Funds 913.301
Return on investiment 30 % (anno) ®
Return on investiment 50 % (anno) 8
Return on investimento 80 % (anno) 12
Global Revolving ratio 124,33%

The Managing Authority conveys funds to the Holdiund for a total amount of approximately €
148.0 million. Out of this total, approximately €.2 million will be paid as management fees.

A mechanism structured in this manner should atleevManaging Authority to recover about 50%
of the total resources conferred to the Holdingdrafter only eight years (and up to 80% after
twelve).

Overall, thanks to the financial logic underlyingetJESSICA mechanism, the Managing Authority
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will recover 124.33% of the total resources investi other words, given that the projects
produce a positive return, the invested resourdéisbe returned in an amount superior to the
original value: this means that the Managing Autlyawill invest approximately € 148.0 million in

the operation, and at the end of the operationr(equpately 30 years), will be paid back €184.1
million.

The following table summarizes the most importafdrimation concerning this first simulation:

Summary Table

Total JESSICA
Total resources resources Total investments
conferratil:to the | invested in the activated
projects

Total fees paid

Overall values 148.068.359 120.502.683 357.827.782 26.652.374

Given the € 148.0 million conferred by the Managkghority to the Holding Fund, the JESSICA
mechanism makes it possible to activate investnfenta value of approximately € 358.0 million.
Given the cost of the fees for the overall managertidolding Fund + Urban Development Funds),
which will total approximately € 26.6 million, adiinal resources for investments in sustainable
urban development may be activated for a value2%@E0 million.
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10.2. ANALYSIS OF THE SCENARIO WITH ONE GENERALIST UDF AND ONE “ENERGY” UDF

The second simulation postulates 2 funds, includifgENERALIST fund and another dedicated
to projects involving the energy sector, with aede financial endowment and with particular and
not always similar characteristics, as is cleahnigvgn in the prospectus below.

UDF 1
Funds received by the HF 100.000.000
Management Fees
2010 - 2013 3,00%
2014 - 2015 1,50%
after 2015 0,20%
Maximum Amount * Actual Amount **
TOTAL Management Fees up until 2015 15.000.000 10.704.662 paid by the HF
TOTAL Management Fees after 2015 4.800.000 858.157 paid by the revenue of the projects
Overall amount to invest in projects 85.000.000 89.295.338

Portfolio of projects

Number/ repetitions Amount of JESSICA funds Total resources Debt Total resources Equity

SIRACUSA 1,00 12.150.395 10.301.422 1.848.973
CALTAGIRONE 1,00 3.886.653 3.886.653 0
PALERMO 1,00 48.459.726 39.159.375 9.300.352
RAGUSA 3,00 18.863.549 12.196.260 6.667.289
TRAPANI 1,00 5.342.683 5.342.683 0
TOTAL 7,00 88.703.007 70.886.394 17.816.614
Unutilized funds 592.331

* calculated on the basis of the total contribution of the HF

** calculated on the basis of the funds managed

The UDF 1 is constituted by €100.0 million and é&pable of financing 7 projects, selected among
the projects developed in this study and repeatéiirasources are depleted, according to the same
logic applied to the Urban Development Funds pasgtdl in the first simulation.

The management fee in this case too have beennpeesas decreasing, because most of the
activity is presumed to take place during the miogelection and start-up phase, rather than during
the monitoring phase. In this case they amount cehgmsively to approximately € 11.6 million
and will be paid in part by the Holding Fund andpart by the revenue generated by the projects
themselves.

Thanks to the revenue generated by the proje@dpthl amount available for investments reaches
the figure of approximately € 89.3 million.

UDF 2
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Funds received by the HF

37.111.300

Management Fees
2010 - 2013

2014 - 2015

After 2015

1,50%
0,80%

0,20%

TOTAL Management Fees up until 2015
TOTAL Management Fees from 2015

Total amount to invest in the projects

Maximum Amount *
2.820.459
1.781.342
34.290.842

Actual Amount **
2.726.956
561.170
34.384.345

paid by HF

paid by the revenue from other projects

Portfolio of projects

Number/ repetitions

Amount of JESSICA funds

Total resources Debt

Total resources Equity

GREEN ENERGY 15,00 33.504.327 33.504.327 0
TOTAL 15,00 33.504.327 33.504.327 0
Unutilized funds 880.018

* calculated on the basis of the total contribution of the HF

** calculated on the basis of the funds managed

The UDF 2 is constituted by € 37.1 million and &pable of financing 15 projects in the Energy
sector. The simulation is based on the hypothepogject in the energy sector developed by this
study, multiplied as many times as was necessaexhaust the investment capacity of the Fund.
The management fees were set below those of UDFechuse of the presumption that the
evaluation and management of projects related riwoaothematic fund would be much simpler
than for a multi-sectoral fund. In this case téw values were presumed to be decreasing, because
most of the activity is considered to take placeirduthe project selection and start-up phase,
rather than during the monitoring phase. The fessumt overall to approximately € 3.2 million, of
which approximately € 2.7 million will be paid withe resources conferred by the Holding Fund,
and the remaining part will be paid by the resosim®duced by the projects.

Thanks to the revenue generated by the proje@dpthl amount available for investment reaches
a figure of approximately € 34.4 Million.

10.2.1. Financial results of the UDF

In reference to the UDF 1, it should be underlitigat the structure described above brings very
satisfactory results in terms of economic and fa@rperformance: thdiversifiedcomposition of
the project portfolio makes it possible to achievgood overall yield given a rather low level of

risk.

UDF 1
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IRR 30 vears 11,26%

IRR without management fees 6,14%
Pay Back 4
JESSICA Amount of managed funds 100.000.000
Invested Funds (UDF=Commercial Bank) 83.979.312
Management fees 11.562.818

Below is a chart of théggregate Cash Flow of UDF 1
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The yield after 30 years is greater than 11.2%4%.het of management fé®s given a return
period on the investment of only 4 years.

As for UDF 2, given the nature of the investmetitg, economic benefits of the manager derive
primarily from the management fees. It is therefooe important to calculate the IRR of the Fund
starting with the additional financial resourcesested by the manager as debt. It is worth
underlining that the yield net of management feegqual to 2.0%, which is equivalent to the
interest rate applied to the loan granted (in taise it should be remembered that the rate was
estimated at 2.0%, similar to the average costlofda from theCassa Depositi e Prestitd a local
government body).

% |t is presumed that the activity of the urbanelepment fund may also consist in financing adtwitat
the established conditions in the role of a ComikRank.
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UDF 2

IRR 30 years
IRR without management fees

Pay Back

JESSICA Amount of Funds managed
Invested Funds (UDF=Commercial Bank)

Management Fees

Not sianificant
2,00%

3

37.111.300
3.722.703
3.288.125

Below is a chart of théggregate Cash Flow of UDF 2
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10.2.2. Results of the Holding Fund and the Managing Authority

In the second simulation, with two Urban Developtrfaimds including 1 GENERALIST fund and
one focused on ENERGY sector, the Holding Fundsteggs a yield of circa 5.3% and a
comprehensive total of management fees equal t@zaippately € 11.0 million over the lifetime of
the fund (30 years), in return for the managemadtraonitoring services required by the Funding
Agreement, as shown in the table below.

SICILY Holding Fund

IRR 30 vear 5,27%
Payback 13
Funds managed 148.068.359
Management fees 30 years 10.957.059
Funds invested in the UDF 137.111.300

The return period on the investment comes out tpeh3s.
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Despite the difference in structure of the operetion the two simulations above, the results
achieved by the HF in this simulation substantiatiypcur with the preceding simulation involving

the two GENERALIST funds, both in terms of yield %% compared to 6.0%) and period of
return on the investment (13 years compared tces2sy.

Like in the first simulation, in this case too, givan overall amount of managed resources equal to
slightly over €148.0 million, the Holding Fund wdutonfer over € 137.1 million into the two
Urban Development Funds.

Below is a chart of théggregate Cash Flow of the Holding Fund.

Aggregate Cashflow Sicily Holding Fund

80.000.000
60.000.000

40.000.000

20.000.000

(20.000.000) 1
(40.000.000) -
(60.000.000) 1
(80.000.000) 1
(100.000.000)
(120.000.000) 1
(140.000.000)

m Aggregate Cashflow Sicily Holding Fund

At a higher level of analysis, or better yet inereince to thélanaging Authority, it is possible
highlight the results of the structure proposethia second simulation, as shown in the following
chart:

Managing Authorit

Nominal Amount of Funds 148.068.359
Management fees paid to the Holding Fund 10.957.059
Management fees paid to the Urban Development Funds 13.431.618
Resources invested in projects 122.207.334
Unutilized funds 1.472.349
Return of investment 30 % (vear) 5)
Return of investment 50 % (year) 8
Return of investment 80 % (year) 13
Global Revolving ratio 118,83%

As mentioned earlier, the Authority conveys funds & total amount of € 148.0 million
approximately to the Holding Fund, to which it payanagement fees in the amount of almost € 11
million. The Urban Development Funds absorb ressmrior a total of approximately € 13.4
million, while the amount effectively invested tmetprojects is approximately € 122.2 million.

The managing authority will be paid back the resesrinvested in the hypothesized structure in
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the measure of 50% only in the eighth year, and BO&e thirteenth.

According to the logic described above, the Manageriuthority will recover 118.83% of the
resources invested at the end of the operation.

The following table summarizes the most importafrimation concerning this second simulation:

Summary table

Total JESSICA
resources
invested in the
projects

Overall
IESIENS Total fees paid
activated

Total resources
conferred to the
HF

Overall values 148.068.359 122.207.334 325.073.830 24.388.676

Given the total of € 148.0 million conferred by tanaging Authority to the Holding Fund, the
JESSICA mechanism makes it possible to activateroxppately € 325.0 million worth of
investments. Given a cost for overall managemees f@gdolding Fund + Urban Development
Funds) equal to approximately € 24.4 million, aiddial resources may be activated to invest in
sustainable urban development for a total of agprately € 204.0 million.
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11.  ROAD MAP FOR THE IMPLEMENTATION OF JESSICA IN SICILY

As illustrated in the previous chapters of thisdgtuhe implementation of the JESSICA initiative

in Sicily — which began with the signature of a &g Agreement in November 2009 and

proceeded with the constitution of the Holding Fuhdonsists in a series of actions to fulfil, of

which some are required — for example the seleadfdhe UDF — and some are optional, and aim
to make the operation of the mechanism more flodl effective.

For clarity of exposition, the process will be siikd into the various steps required to
implement and make the initiative operational, dasa the principal party involved in the
processes under consideration.

Theroad mapfor the implementation of JESSICA in Sicily thenefallustrates the diverse actions
that will be taken by th&lB (with thelnvestment Board of the JESSICA Holding Fung and by
theManaging Authority of the ERDF OP Sicily 2007-2013, until the UDF become operational.

In reference to th&JDF, the road map will provide not only an approximatdication of the
moment it will become operational, but also a terapplist of the functions it must perform in its
first months of activity, until the disbursementtbé first JESSICA resources for sustainable urban
development projects.

It also indicates the deadlines"{2and 3' windows) established by the procedure for the
implementation of Priority Axis VI of the ERDF OFStistainable Urban Development”, for the
Municipalities, gathered in Regional Coalitions, to submit thewoentation relative to the
Integrated Plans for Urban and Regional DevelopniPiBU/PIST) — which must include the
projects that intend to apply for JESSICA investtaenand offers an indication of the schedule for
structuring JESSICA projects and for their subnoigsito the UDF by the Municipalities
themselves.

The timeframe under consideration begins in Juli02@nd ends in July 2011. That is the month,

as shown in the following paragraphs, in which firs resources should be disbursed, at least by
the first operational UDF, to the projects for whithe procedures for structuring the project

vehicle did not begin until after the UDF becameragional.

It must be specified that in reference to the suateedstablished in the road map, the deadlines are
also indicative, because it is not always posdiblascertain them precisedx ante Furthermore,

for each phase taken into consideration, minimune tirames were postulated, and must therefore
be considered subject to possible extensions.

Activities of the EIB, as manager of the Holding Fund
The first thing the EIB will have to do is seleetUrban Development Funds.

The time required for this activity will depend marily on the choice of the architecture of these
Funds, in terms of number and typology.

On this subject, it should be advised that the si@ciinvolving the architecture of the UDF was
made by thenvestment Board (IB) in a meeting held oduly 22 201Q in the wake of the
proposal presented by the EIB, based on the resulkés Study, and corresponding to Scenario B,
illustrated in paragraph 6.1.1 above.

More precisely, in the above-mentioned meeting, deeision was made to proceed with the
constitution of two UDF — in the form of a separhteck of finance within the existing financial
institutions — including:
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a) one multi-sectorial or “generalist”, operating witte resources of the Holding Fund deriving
from the 9 Actions associated with Priority Axd#d I of the ERDF OP;

b) one specialized in the sector of energy efficiesayings and production, operating with the
resources of the Holding Fund, deriving from thAcions associated with Priority Axis Il
of the ERDF OP.

It must be underlined that the procedure for thectien and identification of the Energy UDF and
the multi-sectorial UDF will have different schedsi

During the months of July and August 2010, the BMth the support of independent legal
consultants, will draft the text for theublic tender (calls for expression of interest) for the
selection and identification of the multi-sectorialUrban Development Fund.The structure and
the wording of the calls for expression of interfestthe identification of the multi-sectorial Unba
Development Fund will be submitted for approvalth® Investment Board in the month of
September 2010, a required condition for the pabiba of the tender itself, which will be released
at the end of September. Vice-versa, the publinatiothe tender for the selection of the Energy
UDF, preceded by the above-mentioned groundworkftidg the text for the calls for expression
of interest; approval by the Investment Board)igezted by December 2010.

The procedure for the identification and selectibthe UDF will require about two/three months,
a length of time that includes final approval of tiffers selected by the EIB and by the Investment
Board (which is expected by the end of Decembef26d.the multi-sectorial UDF and by the end
of March 2011 for the Energy-UDF).

It is therefore expected that the Funding Agreenfdre so-called Operational Agreement)
between the Holding Fund and the multi-sectorialFUBe ready for signature by the end of
January 2011, after the Investment Board apprdweteit of the agreement, while the signature of
the Operational Agreement between the Holding Fand the Energy-UDF could take place 3
months later, at the end of April 2011. This metra the multi-sectorial UDF could become
operational starting in February 2011, whereas the€energy-UDF could become operational
starting in May 2011.

Following the signature of the Operational Agreetaethe Holding Fund will proceed tihe
transfer of the agreed-upon financial resources tdghe UDF, in one or more instalments, as
approved by the Investment Board, and after verifyjgompliance with the requisites (established
by the Operational Agreement) required for thedfan It is expected that the financial resources
be disbursed starting at the end of February 20tthie multi-sectorial UDF, and at the end of
May 2011 for the Energy-UDF.

1 |t should be specified that the selection of tF will take place in two phases: the first, whisfil be
opened by a call for expression of interest comgirthe criteria for selection or exclusion of ti®F
(for example a solid financial position, the teaaiicapacity to manage the initiative, etc.) wildewith
the selection by the EIB from a list of potentidDBE managers which, in the second phase, will bedsk
to present a “Business Plan” (see paragraph 5.2e3pand an economic bid specifying management fees
and the capacity/availability to co-fund the “jesdile” projects — with the resources of the UDF aggem
itself. The final selection by the EIB will howevée made on the basis of qualitative criteria (the
technical capacity of the manager) and quantitatoreria (the management fees and the
capacity/willingness to co-fund the project).
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Activities of the Managing Authority of the ERDF OP Sicily 2007-2013

On June 24 2010 &eminar on the JESSICA initiative was held in Palermo, organized by the
Regional Administration, with the participation wdiblic and private institutional parties (EIB and
its consultants, the ANCI Associazione Nazionale Comuni ItalialANCE — Associazione
Nazionale Costruttori EdiJi Confindustria, ABI - Associazione Bancaria ItalianaSicilian
Municipalities); this proved to be a constructiveportunity for an encounter between the
stakeholders of the JESSICA initiative on the issmeolved in the implementation and operation
of the mechanism in Sicily.

On this occasion, the Managing Authority stateditiention of the Regional Departments that had
conferred resources to the Holding Fund, and witaseeral Directors serve on the Investment
Board, to proceed to a simplification of the Holglifund’s operativeness.

The meeting of the Investment Board, held on 22 Jul2010, clarified the strategy to improve
the operativeness of the Holding Fund; though sligly different, this strategy relies on the
essential elements and operational procedures cosgonding to OPTION B2 —-“Amendment
to the documenRequisites of Eligibility and Selection Critengithout imminent changes in the
configuration of the HF” described in Chapter Stug Study, which may be referred to for more
detail.

During this meeting, to avoid delaying the selettid the UDF any longer, the Investment Board
decided to leave the configuration of the Holdingn& momentarily unchanged, in terms of
Actions that have contributed to its constitutiamd atheir relative financial endowment, while
establishing however that the investments of thé-WBB bound not to the financial endowment per
individual Action of the Holding Fund, which remainn any case an orientation in terms of
investment strategy, but to the division of thafinial resources of the Holding Fund per Priority
Axis of referenc&. This solution allows greater flexibility in usirige resources conferred to the
Holding Fund, associated with the Actions belongimghe same Priority Axis, and at the same
time subordinates any changes to the financialsaimi by Actions of the Holding Fund to a
verification by the UDF of the actual demand foSHCA resources, and a subsequent request for
amendment, subject to the approval of the Investifeard.

Again in view of fostering greater flexibility irhé JESSICA mechanism, the Investment Board
also emphasized the need to simplify the “EligibiRequirements” and the “Selection Criteria” of
the Actions that have conferred resources to thdiktp Fund, if only for the “jessicable” projects.
On this subject, it must be underlined, as spetiireChapter 5 above, thatnendments to the
document “Requisites of Eligibility and Selection Citeria” may be made only by the
Monitoring Committee of the ERDF OP, both in ordinary session and at any other time, i
writing.

Activities of the Urban Development Fund

As previously stated, it is expected that the firsllection of the multi-sectorial Urban
Development Fund be concluded in the month of Déezn2010 and that the Fund become
operational after the signature of the Operatidkgleement with the Holding Fund, starting in
February 2011. As previously underlined, the tirmefe for the selection and operational start of
the Energy-UDF will take three months longer thaa multi-sectorial UDF.

The first activity that will be undertaken by théB, once they are operational, is to analyze the
projects presented by the Municipalities (examamaphase).

%2 For the division of the financial resources af Hiolding Fund by Priority Axis, see Chapter 5.
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During this examination phase, which will take approximately 1month from the date the
projects/proposals are presented, the UDF willhadofollowing:

a) analyze any projects that already potentially destrate the characteristics/conditions
required to obtain JESSICA funding;

b) offer assistance to the Municipalities that preseproject (or project idea), complete with
feasibility study, which have not yet begun thegeidures for structuring the project vehicle.

Case (a)regards the projects — presented by Municipaltieby PPPs — for which a project has
already been structured and which therefore patintiiemonstrate the characteristics/conditions
to obtain JESSICA funding.

In this case, after the examination to verify tfesSicability” of the project and having reached an
agreement with the Municipality or the PPP on fitiag conditions, the UDF may invest in the
projects.

As a consequence, the multisectorial UDF will be #b to invest in the above-mentioned
projects, presumably starting in the month of March201 1=

It is worth remarking that — as detailed more pedgim theStudy “Implementation of JESSICA
in_Sicily: legal profiles; attached as an appendix to this Report — in plimca JESSICA
investment in PPP projects that have already bextheted (and where the call for tender did not
specify the option, in favour of the winner, to bénhfrom JESSICA investments) could be
considered a violation of the principle of equabtment, transparency and competition.

Consequently, if on the one hand there is no olestiacthe case that the beneficiary of the
JESSICA investment is the Municipality, on the othand, in the case in which the beneficiary is
a corporate-type PPP or the private partner ofrdract-type PPP, the UDF will have to verify,

case by case, that the JESSICA investments doondiiat with the above-mentioned principles of

equal treatment, transparency and compefition

To avoid this problemf is advisable for the tendering administrations o include an option in
their call for tenders that allows the potential whner to benefit from JESSICA funding, in
compliance with the selection procedures and fundm methods defined by the UDFs to be
constituted.

Case (b)concerns the presentation by the Municipalitieprofects/proposals for which the project
vehicle has not yet been structured. In this cse UDF must first analyze the project and the
supporting documentation (feasibility studies, gesdocumentation, etc.), then can provide an
opinion on the merit of the best project vehicletfe project under discussion, on the basis of the
requisites that the project and the project velmalist present to obtain a JESSICA investment, and
the requisites required for the different financougditions®.

It should be remembered that the disbursemenhefiinancial resources by the Holding Fund to the
multi-sectorial UDF is expected to start at the ehBebruary 2011.

In reference to the corporate-type PPP, for eXxantipey will have to verify that the selection pess and
the commitments of the private partner are notonflict with the concession of a JESSICA investment
to the public-private planning vehicle.

See theStudy “Implementation of JESSICA in Sicily: legalofiles” (attached as an appendix to this
Report)

The UDF can indicate not only the minimum redessito obtain a JESSICA investment, but can detalil
the requisites of the project or planning vehicle reedigiven different investment conditions by the
UDF (for example in terms of the incidence of thmding on the total cost of the intervention, the

94
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At the end of the “preliminary” phase of examinati@nd when agreement is reached with the
Municipality on the investment conditions, the UD&n sign a letter of commitment to fund the
intervention at the conditions and in the preseofcthe requisites for the project and the project
vehicle established in the letter itSélfin the case of the multi-sectorial UDF, the letterof
commitment may be signed as early as March 2011.

The call for public tender launched by the Muniditpes — following the preliminary examination
— to assign the contract for the construction efghojects (in the case in which the Municipalities
themselves, and not a PPP, are the beneficiarietheofJESSICA investments), or for the
constitution of project vehicles, must thereforketanto account the conditions and requisites of
the project and project vehicle established inldiier of commitment. Furthermore, in the call for
public tenders, it would be advisable to add arezfee to the JESSICA funding.

Once the project vehicle is constituted (or theti@a for the public works is awarded in the case
that the Municipality, and not a PPP, is the bexafy of the JESSICA financing), and if all the
other conditions required to obtain a JESSICA itwesit are met, the UDF can disburse the
JESSICA resources.

Given that calls for public tender to contract public works require 4 to 5 months time on the
average (after the signature of the letter of camennt),the first JESSICA resources from the
multi-sectorial UDF may not be disbursed until themonth of July 2011.

The procedures for the constitution of other fomhdPPP require an average of 6 months time,
therefore the JESSICA resources for their respeqgiivjects may be disbursed, once the project
vehicles have been constituted, after Septembet.201

Finally, it should be said that the examination gghand the disbursement of the JESSICA
resources by the Energy UDF will begin three mordfter the dates indicated for the multi-
sectorial UDF.

Activities of the Municipalities

In reference to the JESSICA initiative, the Munaipes will be involved in the following
activities:

® inserting the “jessicable” projects into the PISIFP

® structuring or refining the “jessicable” projects

® presenting projects to the UDF, sustained by thaired documentation

® implementing the procedures for the constitutiothef project vehicles

Inserting the “jessicable” projects into the PISIS/P

As emphasized many times over, a project must @eded in a PISU/PIST in order to apply for
JESSICA financing.

The procedure for the implementation of Priorityig\¥| of the ERDF OP (Advisory of the second
phase) has two deadlines, 19 July 201 @@ndow) and 31 May 2011 Bwindow), for the
presentation by the Municipalities gathered in Regl Coalitions, of the documentation relative to

interest rate applied, the form of investment, i@ of co-funding by the manager of the UDF witth
own resources, etc.)

" On this subject, see also the Study “Implememtatif JESSICA in Sicily: legal profilesattached as an
appendix to this Report.
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the Integrated Plans, which must include the ListESSICA interventions, and the reports on the
JESSICA projecfs.

It should be underlined that even after the predimt of the Integrated Plans, the list of JESSICA
interventions may be amended and extended by tgmfa Coalitions for the purposes of specific
operational requirements, in agreement with theid®ed administration and the UDF (following
guidelines and deadlines that will have been ddforece the UDF are operatiorial)

Development and structuring of “jessicable” prggect

Before the UDF become fully operational, the Mupddities will be involved in structuring the
projects they intend to submit for JESSICA finaggifollowing the process illustrated in Chapter
7 above. During this time they will conduct the essary studies for the technical and city
planning, economic and financial, legal and adrmaisre feasibility, which will make it possible
to refine the project concept, and will lead to theice of the most advantageous potential project
vehicle for the type of operation that is envisidn€he sustainability tests will then be followed b
the necessary design development for the projedt tae preparation of the administrative
processes — including for example writing up thiscfor public tender for the selection of the
partner or private contractor — required to strreethe project vehicle.

Presentation of the projects to the UDF, complée tive required documentation

As anticipated in the paragraph above, “Activitiek the Urban Development Funds”, the
Municipalities will present to the UDF, once thegvie become operational (February 2011 for the
multi-sectorial UDF and May 2011 for the Energy UDF

a) any projects that already potentially demonstrate ¢haracteristics/conditions required to
obtain JESSICA financing;

b) the projects for which, at the moment of preseotatio the UDF, the procedures for
structuring the project vehicles have not yet begun

In case a), when the project passes the examinaltiase (which is expected to last approximately
one month), and meets required conditions, the Mpalities/PPP will obtain a JESSICA
investment towards the presented project.

In case b), based on the result of the preliminexamination (which is expected to last
approximately one month), the UDF will be able ignsa letter of commitment to provide, should
a series of conditions/requisites be met, a JESSh@éstment to the Municipality or to the public-
private partnership being constituted.

Enactment of the procedures for the constituticth®foroject vehicles

This activity has already been illustrated in thecpding paragraph “Activities of the Urban
Development Fund”, which may be referred to fotHar information.

As shown above, the procedures for public tendiéiaied by the Municipalities, will require an
average of 4.5 to 6 months of time (starting afiher letter of commitment has been signed) for
contracting public works and for the constitutidrother forms of PPP.

% See paragraph 3.4 of this Study
% See paragraph 3.4 of this Study
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OAD MAP FOR THE IMPLEMEN ION OF JESSICA IN SICIL
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E-UDF
IB:Approval of
1B: Approval of the selection of M-
document "Call for UDF. Approval of |IB:Approval of the IB:Approval of the
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multisectorial UDF expression of Multisectorial UDF Energy UDF
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and E-UDF
Managing
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to amend the document "Requisites
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LTISECTORIAL UDF
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|_>|Disbursement of resources to jessicable projects
|B) Preliminary examination of project proposals not yet structured in project vehicles
Letter of | 5| Disbursement of
UDF > e

commitment resources
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3 ® Window
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projects included
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A) Refining and/or structuring JESSICA projects/ Procedures for the constitution of project vehicles Presentation of projects for which project vehicles have already been created
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