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Executive summary

Context and objective of the study

4EEO OAPI OO0 EAO AAAT POADPAOAA AO PAOO 1T £ OEA OOOAU
Instrumentsj &) 0q ET ' OAAAAS O 2030EADBI 6OOEDADREREBHAOBEDEDEAS
AT AT UGET ¢ OEA AATTTIEA AiT1O0A@GO 1T &£ ' OAAAA8BO ACOEAOD
which Financial Instrumentsare envisaged, as well as experiences from the establishment of other

Financial Instruments for the sector. In the context of the current report a thorough analysis of the

supply side is also illustrated as well as a qualitative approach of the demand side.

b2l e

Supply Side

On the supply side, there are many financial products offered to the agricultural sector by the
commercial and cooperative banks, including agmarta, contract farming programmes, working

capital financing, investment financing, as well asipport from EU programmes. On the other hand,

the supply of financial products to the ag#El T A DPOT AAOOGET ¢ OAAOI O OAEAOO
corporate or business banking products.

A great amount of public funding is budgeted for the agriculture and agdod processing sector
which is estimated atEUR14,200m for direct support andEUR463m’ for investments in the sector in
the context of the RDP2014z 2020.

The maximum volume of financing for producers expected to be offered by the banking system and
could be combined with Financial Instruments (Fls) is estimated arouBtJR278.3m until the year
2020. Concerning the loans disbursed by the banks, a key issue is that commercial banks require a
large range of collaterals and guarantees from small and larfggmers in order to provide them with
financing.

The maximum volume of financing for agfbod companies expected to be offered by the banks and
that could be combined with Financial Instruments (FIs) is estimated arouB#/R363.2m until year
2020. Concaring the loans disbursed by the banks, a key issue as for producers is that commercial
banks require a large range of collaterals and guarantees from snsétled processors in ordeto
finance them.

The agricultural sector is facing significant difficudts in terms of access to financing from the banking
system, namely the most important issues are the lack of guarantees that producers can prowiigh

level of tax liabilities and lack of historical records in the financial systegspecially for thenewcomer
farmers. In the agrifood processing sector, only the smaflized food processing firms have difficulties

in accessing the traditional banking system. Large processors have easier access to bank financing as
they have historical records in the bankg system and banks are generally willing to finance them.

Farmers and processors needs for finance

Agriculture in Greece is characterised by small farms and low capital investment. Lower agricultural
productivity in Greece, compared to other EU Member 3és, is correlated to the smaller average size
of holdings. The economies of scale offered by modern farming practices have limited impact on the
small plots of land typically used in Greece.

of the financial crisis, the share of the agricultural sector in the total GDP in Greece has been declining

1 Subzmeasure 4.1
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due to sustainable development of rural areas and to its inability to modernise despite applied national
and European strategies. As a resuly declining contribution to the GDPhas occurredin absolute
terms since 1985the share of agriculturaloutput as a share of total GDP hdacreasedsince 2009
(Table 1, page 1%)uring the crisisto 4.1%as of 2015This isdue to newcomer farmersutilising fallow
land, applying new technologies and high quality standards for promoting exporting of Greek fang
products and to strong efforts of modernising existing capacities to meet internal and external
demand

Modernisations of production as well as the application of new methods across the value chain,
generate needs for investments.Most of the existing farmers lackadditional capital for investments
sinceits needis to coverworking capital Greek producers ad micra/smallsized food processors feel
discouraged when seekindanking finance due to alack of willingness guarantees, and credit risk
level, on the part of the banks to providesuch funding Based on our interviews and data gathering,
most of them gated that they faced a lack of support frondomesticcommercial banks. Furthermore,
FAOTI AOGE AOGOAOO AOA Al OAAAU 11 OOCACAA &I O 11
Agricultural Bank.It should be noted that all processors interviewed arplanning to proceed with
future investments, where the materialisation of their investment plans is highly dependent on their
access to finance.

>

Preliminary findings about financing needs and issues

As stated above, darge number of agricultural holdingsirrespective of size, cannot be financed or
have only very limited access to financirtrough the financial institutions (ainly commercial bank$
because areconsidered highly risky Therefore, producers appear to rely mainly in the receipt of public
grants, which do not exceedeUR20,000 andof loans from family& friends. In addition, microdoans
are seen & a relevant financing producalso. However, OA A E  AskiOof elyuiiydoden appears to
be an important factor that restricts them from receiving financing from banks.

Their financial needs can beategorisedinto:

1 Shortterm needs for working capital, mainly for the purchase of agricultural inputs (up to one
year loans, typially ranging fromEUR10,000 toEUR25,000)

1 Medium and longterm needs related to the financing of investment plans mainly for
equipment purchases (machinery) and other investments in fixed assets (land purchases, plant
extensions, etc.). The average dation of the loans that meet these needs is arourtlyears.

In terms of availability of the financing they need, it is should be highlighted that less than half of the
farmers have obtain the full amount they sought for over the last 3 years.

With regardsto processors, it should be noted that banks do not differentiate their approach towards
food processors relative to how they approach companies in other manufacturing industries, although
a distinction is made between microand smallsized processors orthe one hand, and large and
mediumssized food processing companies on the other hand. Processors appear to have relatively
easier access in a wider range of financing producgscompared to farmers and especially micre
loans.

Processors, similarly to prducers, receive financing mainly from public grants and family/friends, but
they also state that all types of banking loans are relevant to them. Still, for the next 12 months, micro
financing and other types of loans are not expected to cover the finangimeeds of processors, who
mainly intend to seek for financing through public grants.

In terms of needs, processors need financing mainly in order to purchase equipment and materialise
their investment plans, as well as for marketing and promotion of thgdroducts abroad. For medium
sized and large processors, which have easier access to financing compared to micro and small firms,
there is a need for more favourable financing terms and conditions in order to enhance their
competitiveness (e.g. they couldenefit from a potential reduction in the interest rate by aroun@%,
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in order to become more competitive relative to foreign companies in their sector). In particular,
medumOEUAA AT A 1 AOGCA DPOI AAOOT 006 ~£ET AT Arypointd: AAAO
9 Significant needs for financing the purchase of inputs (raw materials)
1 Significant needs for the financing of their investment plans
1 Needs for marketing and promoting their products abroad

Finally, it is noted thatcirca 40% of the processindirms would provide own shares and equityfor
receiving financing, while some companies also expressed their willingness to finance themselves
through the issuance of bonds oadditional shares in order to acquire the financing needed.

Investment Strategy

Basedon the findingsof the survey and interviewsthree financial instruments for different segments
of the market have been identified. These are

9 afirstloss portfolioguaranteeinstrument covering M4.1, M4.2 and M19.2
1 an equity ceinvestment facility for high-potential producers and processors, and a
1 riskssharing micreloaninstrument for producersand microprocessors

The four major Greek commercidlanks that were interviewed during the soft market testing phase
confirmed the relevance of the proposed financial instruments to address identified market needs.
Furthermore, theyindicated their strong interest for the implementation of the both the first loss
portfolio guarantee instrument and therisk-sharing micreloan instrument.

The setup ofan equity coinvestment facility could be envisagednitially as a pilot initiativeto test and
validate the use of a dedicated equity cmvestment structure, particularly to support the equity
financing of small but highpotential agrifood processing SMEsFurthermore, the proposed ce
investment facility could be used to finance a limited number agricultural cooperatives or producer
groups with strong organisation and management, and solid business plafike MA should takénto
account that the decision regarding implementation of the equity emvestment facility should be
taken soon as such an instrument only seems feasible if the funding agreement still can be signed by
the end of 2018.

The FIs proposed should be desigden a way that it is feasible to combine grants with guarantee or
loan products. This can be facilitated through broader eligibility of investments for Fls than for grants,
but also through eventual reduction of aid intensity of grants below the maximunesin the RDP in
order to improve the complementarity of the two forms of support.

Proposed governance structure of the Financial Instruments

With regards to the governance structure of the proposed financial instrumentsvo approaches can

be taken. Onewhere all Fls are under one Fund of Funds (FoF) and one fund manager or through
different FoFs and fund managerdJnder this approachall three potential instruments,a first loss
portfolio guarantee (FLPG) an equity coinvestment facility and risk-sharing micreloan instrument
would fall under a Funebf-Funds structure, implemented by an entrusted mandated entity (e.g. the
European Investment Fund)Alternatively, the arisk-sharing microeloan instrument could potentially

be setup by a mandagd entity outside theEIFFundof-Funds schemén a separate FoFsubject tothe
possibility to identify an experienced fund manager within the Greek market (e.g. ETEANE choice

of either of these options is alecision of the MA.

When mandating the BB Group asmanager of the fundof-funds, the MA would benefit from the
experience and expertise of the EIB Group to ensure an efficient and rapid establishment of the
financial instruments withina FoFscheme The Elby capitalsing on its experiencein handling such
financial instruments andhrough its proceduresapproved by the ECould act on behalf of the MAIn
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the necessary discussiors and when negotiating funding agreements with potential financial
intermediaries to determine their appetite to participate in calls for expressions of interest prito a
transparent selection of the financial intermediaries. Past experiences suggest that the-getand
launch of a fund managedy the EIB Group is typically the fastest option for the implementation of
the FoF The mandate to the EIB Group would also facilitate the mobilisation of resources from the
European Fund for Strategic Investments (EFSI) for the proposed, Rikich would ke provided by the
EIB to the FoF

With regards to the micro- instrument, the MA could considerimplementing this FI through a 100%
public owned entity (e.g. ETEAN])n this case the manager of the FoF would need to select financial
intermediaries via a pulic procurement procedure The MA should conduct a due diligencerocessin
order to assess its capacity to establish the,Helect the financial intermediaries and negotiatte
operating agreements with the selected financial intermediaries. This wilhable the Managing
Authority to ensure that ETEAN has the capacity to effectively implement the financial instrument and
to determine the risks associated to the management of the financial instrument.

Next steps

The final chapter outlines the steps the MAhould take to ensure a rapid, successful and effective
implementation of the proposed financial instruments. These steps are:

1. Amendment of the Rural Development Programme (RDP)
2. Take ownership of the results of the eante assessment

3. Communication and chage management

4. Organisational setup

5. Selection of the financial intermediaries

6. Monitoring and evaluation

These steps are primarily recommendations fdhe implementation of the proposed investment
strategy. Theydo not refer to the related European regulations and are not a requirement of the-ex
ante assessment Finally, an indicative calendar for the implementation of the financial instruments is
presented. This calendar aims to provide the MA with effective daince for the implementation of
the financial instruments proposed and should therefore be seen as a roadmap to help the MA to
understand the steps and timing for an effective implementation of the financial instruments.
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1.Background/Introduction

Financiallnstruments for agriculture under EAFRD in Greece

This Assignment aims to provide analytical support and guidance to the Ministry of Rural Development

AT A &iTA T &£ OEA (ATTATEA 2APOATEA jO-). 1'"2)#6(Q
i O6-186q 1 &£ OEA 200A1 $AOAI HulédAhy tBe Eorépeag Agiiduliudl Fund 2 $ 0 6
Al O 200A1T $AOATTPIATO jOw &2%$6Qq EI OEA AOOAOQOI
Instruments (FIs) in the 2022020 programming period.

i
q Al

The main objectives of the RDP is to support the Hellenic Republic mhancing farm viability and
competitiveness, preserve and enhance ecosystems and promote local development. This will be done
within the RDP by:

1. Strengthening competitiveness and agfood system productivity and enhancing the value chain
of domestic agrcultural products

2. Upgrading of human capital and strengthening the entrepreneurial culture

3. Protecting and managing natural resources and biodiversity, as well as mitigating and adapting to
climate change

4. Providing basic services and improving the quality life in the countryside

5. Diversifying the economic base and strengthening social cohesion in rural areas

Objectives and description of the study

The objective of the study forthe ExX T OA | OOAOOI AT O j Owl ' 6q EO O AOOAOGO
gaps or defciencies in the financing of the agricultural production and agood processing sector and

rural development in Greece, in view of the potential implementation and use of Financial Instruments

in agriculture, as specified in the investment priorities dhe Regional Development Programme for

Greece for the20142020 programming period.

O
m
b

The assessment needs to justify the appropriateness, adequacy and necessity of the proposed
Financial Instruments to achieve the aforementioned investment priorities astseut in the Rural
Development Programme.

The allocation for Fs proposed in the RDP is up t8% of the toth EAFRD contribution around
EUR141mThe measures for which the use of Fls is envisaged in the RDP and that will be examined
under this assessmendare the following:

1 MO04 z Investments in physical assets, suheasures 4.1 and 4.2

1 M16 z Cooperation schemes throughout the value chain of agribusiness for developing new
products, practices, procedures and technologies

1 M197z LEADER /CLLD, sufeasure 12 (financial instruments under this sub measure may be
launched independently from the individual CLLDs).

The assessment will focus on M04 and its sufeasures 4.1 and.2 that target the modernisation of
agricultural holdings and the processing of agridukal products, respectively. The analysis will take

2 Hellenic Republic, Ministry of Economy, Development and Tourism, Rural Development Prograntmes://www.espa.gr/en/pages/staticRuralDev.aspx
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into consideration the proposed call for grants under submeasures 4.1 and.2. The analysis will
consider the possible combination of grants with Fls.

The exante assessment will also consider the pential use of Fls in a broader scope by analysing the
other measures for which the potential future use of Fis envisaged in the RDP, namely M16 avid9,
as outlined above.

Definition of financial instruments and their benefits

&) 0 AOA AUkigpEnedsires AfGinanci@l support provided on a complementary basis from the
budget in order to address one or more specific policy objectives of the Union. Such instruments may take
the form of equity or quastquity investments, loans or guarantees, ather risk sharing instruments,

and may, where appropriate, be combined wittagtsd  j %5 &ET Al A&6/AG12).2 ACcOI AGEIT 1

The main advantages of using Financial Instruments are the following:
Revolving nature of funds;

Leverage effect;

Incentives for better performance, thus improving project quality;
Reduce dependency on grants;

= =4 =4 4 A

Benefit from expertise and technical assistance.

Fls coefunded by the EAFRD can contribute to several cresstting EU priorities for rural
development:

1 Fostering knowledge transér and innovation in agriculture and rural areas;
Enhancing competitiveness of all types of agriculture and enhancing farm viability;
Enhancing the organisation of the food value chain;

Explore potential for complementarity and synergies with grants schersie

= =4 =4 =

Promoting resource efficiency and supporting the shift towards a leearbon and climate resilient
economy in the agriculture and food sectors; and

1 Promoting job creation, social inclusion, poverty reduction and economic development in rural
areas, in paticular through the creation and development of small enterprises, in line with the RDP.

Methodological approach

Thestudy is built based on data and information collected through several channels, including:

1 Deskresearchcovering existing documentatiorand available data, including
o0 The RDP analysis and strategy
The exante evaluation of the RDP
Farm indicators extracted from the Farm Accountancy Data Network (FADN)
EU farm economic series issued by the EC
Eurostat indicators

Other documentation providel by the Managing Authority, as mentioned in the previous
section

O O O O o

o0 Past sectoral assessments and evaluations, statistical data, policy documents, and other
relevant material.

1 Interviews with relevant stakeholders, covering both the demanside and the supphside,
including the representatives of private and public sector bodies (banks, agricultural organisations,
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development agencies etc.), in order to collect qualitative datan the demand and supply of
financing to the agricultural sector, as well as the views of policy makers, other agencies & key
experts

1 An online surveydirected to 500 Greek producers of agricultural products and 200 Greek firms
processing agricultural poducts

1 Focus groups with representatives of farmers (individual farmers and cooperatives), processors
(small, very small processors, mediugized and large processors), representatives of development
agencies, university professors etc.

The detailed methalology used for the current study is presented in Annex 2 Methodological
approach.
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2. Key indicators pertaining to agricultureand agrifood processing®

The agricultural sector, including fiestry and fishing accounts for3.8% to the total Gross Valuwedded
(201473. In terms of employment,13.6% of the employed population is in the agricultural sector and the
agrifood processing sector represent8.3% of the total employed population.

Overview of the agricultural sector in Greece

Table 1 Main Eurostat Data (2013) on Agriculture Figure 1 Sector added value (as % of total GVA)

in Gree@

Agriculture in Greece

708,700 Land Holders

800 Legal Entities

4,3%
4,1%
39%
3.7%
3,5%

3,3%

EUR9.7bn Agricultural output
3,1%
EUR8.1bnStandard Output 0%

4.1% the share of agriculture in total GVA e

25%

440,000 Total farm labour force S £ P @ F F

Source: Eurostat, 2015 Source: Eurostat, 2015

Table2: Land Utilisation in Greece

Total agriculture area: Utilisation %

Utilised agricultural area:

5,062,500 ha
Source: Ewstat, 2013

4,856,780 ha 96%

Farming activity, supported by exceptional climatic conditions, agriculture is a key sector fioe Greek
economy, comprising 4.1% of total GVA atd% of employmen(compared to an EU average of 1.2%
and 5%respectively).Since the beginning of the crisis GVA from the agricultural sector has declined,
but not to the same degree as the overall Greek economy. This means that the share of the sector in
OEA Ai Ol Hadintfedded, réversing the trend from the years before the crisis

The tables, graphs and other supportive matil of the current chapter is in Annex § Overview of the primary agricultural production agricultural sector in
Greece
EC, Statistical factsheet Greece, 20b6ips://ec.europa.eu/agriculture/sites/agriculture/files/statistics/factsheets/pdfiannex_en.pdf

NBGSectoralReport of Agricultural Seotr, 2015
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Table3: Some key aspects of the current situation with respect to farming in Greece incltide

Farm
structure”’

Land
characterist

ics’

Labour
force

There are around709,500 (in year2013) agricultural holdings, which represer&.5%o0f
total agricultural holdings in EL28;

Farm size is in general quite small, 7&0f agricultural holdings being less than
hectares (ha) and many of them even around Ba. Farms are composed of small an
fragmented land parcels; the average of the farm size slightly increased, reactfrg ha
(in year2013) of Utilised Agricultural Area (UAA) per holding. This is similar to Mem
States such as Romania, Cyprus, but very low compared to the Elérage, whichis
around 76ha/holding?;

50%of the farms have an economic size measured in terms a&rsdard output of less
than EUR 4,000 per farm, while around 3@®of farms are betwesn EUR 4,000 and
EUR15,000 (in year 2013)

More than a half (around 78) of the UAA is characterised as areas with natur
constraints, of which 53.94s mountainous regions, hence there is an extensive presen
of farm holdings in Less Favoured Areas (LFA);

Forests represent around half of the total land area of the country;

Irrigated land represents around a fifth of the UAA and 86of the water in Geece is
consumed in agriculture, often with significant water losses;

Some 3.8%f farmland is dedicated to organic farming.

There are in total 1.2m persons working in agriculture; out of which%Gate employed
exclusively in the holding, ®mainly in the holding and 2@secondarily; 11.4% of tot
employment (4.®6 in E28) in 2014

There is a low level of Annual Working Untf§AWU) per farm;

There is a lack of a skilled workforce in the agricultural sector which hinders the grow
of the farms as only 3.%0of all farm managers have agricultural training; In 2005, %df
farmers held full and basic agricultural education, while in 2013 this figure wa$/6
slightly decreasing the deviation from the average in EU which is 28.The proporton

of farmers aged less than 35 years with basic and firthe agricultural education,
accounting for 22% out of the total number of farmers in the respective age group
2013, compared to 20%in 2005. The percentage of farmers aged less than 35 yeaithw
full agricultural education in 2013 is #8ompared to 0.9%4n 2005.

Farming is characterised by an ageing workforce, as among the farm managers, onft
of them are less than 35 years old while 3% holders are over 64 years old.

The nunber of new farmers in 2015 wa88,000, out of them only 2%were under 40
years.

&ATET U 1T AT AAOOG AT i1 ET AGA OEA OOOOAOOO0A

Source FADN & Eurostat, years 2Q037

EC, Factsheet on 2012020 Rural Development Programme for Greece, 2015; Factor Markets, The impact of €&P® on Farm Labour Structure in

Greece, 2013, p. 2; EC, Statistical factsheet Greece, 2@p7/ec.europa.eu/agriculture/sites/agriculture/files/statistics/factsheets/pdf/el_en.pdf

Relative charts and graphs in Annexg@Overview of the primary agricultural production agrigitural sector in Greece

Cdculated based on data in FADN on total utilised agricultural area

Relative tables and graphs in Annex@Overview of the primary agricultural production agricultural sector in Greece

AWU is defined as the work volume acresponding to one fulkime employed worked, source: EC, Statistical factsheet Greece, 2016, p.9:

http://ec.europa.eu/agriculture/sites/agriculture/files/statistics/factsheets/pdf/el_en.pdf
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Agriculture has registered a sharp decline in the last two decades in its relative size, number of
employed workforce, as well as change in the structure of its labour force.

The number of agricultural holdings has been declined as a total compared tharge2005 and 2013,
as well as per all size classes and all economic sizes except from the highest levels of economic
sizes more tharEUR50,000, which is a positive sign to the whole situatidh

Based ona report published by the. AOGET T Al " AT Breek foducidA falud 620 h
difficulties to exploit the surge of the global sector, increasing by less than 20% during the past 25
years (compared with 220% globally and%i& Europe}?

Greek agriculture used to be traditionally dominated by family farmgth a near absence of hired
labour force. However, the decline in the absolute level and relative importance of farm labour led
to a reallocation of labour from family to offfarm workers. In addition, the decline in the farm
labour force can be attributel to a reduced growth in the demand for farm output and higher
productivity.™

The number of gricultural holdings faced a decline of 24n 2013 compared to 2005, while Utilised
Agricultural Area increased by 22 The average UAA per holding was enlargewin 4.8 to 6.8 ha

Central Macedonia and Cretpresent the highest number of agricultural holdings in Greece, being
also the greatest crop areas in the countrifhisresults in a higher concentration of financing needs
in these areas compared to otheagricultural areas in Greece.

With regards to GVA, agricultural value added in Greece posted a drop of aboutediQring 2007
2015 covering 3%of the total GVA (ELR8: 1.8). Total output has increased with a CAGR of +%8
over the period 2007 2015

With regards to the stratification of production, the main types of production covering a large
share of total utilised agricultural area are cereals and forage crops, followed by olive groves. From
a progress perspective, total utilised agricultural area slightincreased over the last decade, while
there has been a decrease in the number of farms. Among the key categories of crop production in
terms of utilised agricultural area, cereals registered a slight decrease over the last decade, while
forage crops prauction is now almost five times bigger than a decade ago. Olive groves remained
relatively unchanged-*

The total value ofagricultural goods output wasEUR9.6bn (in year 2015), which represents 2f
the EU28 total (slightly increased in the last three years). Crop output represents¥#8 the total
agricultural output; hence, it is the dominant category compared to animal output. Key crop
outputs sub-categories with high values out of the total gricultural goods output include fruits
(27.9%, vegetables and horticultural products (259, olive oil (15), and cereals (124. Among the
animal output, milk (21.9%, and sheep and goats (12® are the main output components. Thus,
these are the keysub-sectors in the Greek primary agricultural production.

Looking at the crop production only, an important observation is that the evolution of the total
crops output/ha has been linear and slightly decreasing over the last decade. On the contrary, the

Relative table in Annex & Overview of the primary agricultural production agricultural sector in Greece)
12 H
Ibidem
Analysis based on data extracted from FADdatabase
¥ Ibidem
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total value of output crops and crop production shows a fluctuating trend over the last decade.
This could be correlated with the evolution of the price of crops.

Overall, total intermediate consumption and fixed capital consumption decreased in the lasteh
years as well as overall input components. The input components of intermediate consumption
with the highest costs are feeding stuffs (37%of all intermediate consumption) and energy and
lubricants (23.6% of all intermediate consumptianNevertheles, both categories hae slightly
decreasedover the last three years. The input categories which registered an increase in the last
three years up to 2015 are: plant protection products, maintenance of buildings, seeds and planting
stock and maintenance ofnaterials®

Both farm net income and farm net value added registered a sharp decrease from 2010 to 2013.
Compared to other Member States, the value of the Greek farm net income (in year 2013) was less
than a half of the EU average (around 44of the EU average) and six times lower than the net farm
income in the Netherlands, the country with the highest value. It was close to values in Cyprus,
Latvia, Malta, and Poland. Farm net income and value added in Greece was among the lowest in
the EU (in year 2@®) and decreased since 2010. It is four times less the EU average value. However,
when expressed per agricultural work unit, it is half the EU average.

Concerning financial situation of farms, the gross investment has had a fluctuating evolution in the
past decade while the net investment has registered a decrease. Moreover, while the gross
investment was at positive but low values, the net investment was at negative values. Compared to
the EU MS and the EU average, gross investment is almost inexister@iaece. With regard to the

net investment, other EU Member States with negative values in year 2015 are Finland, Spain,
France, Croatia, United Kingdom, Slovenia, Estonia, Italy, Poland and Romania. The average farm
capital is also very small compared the EU average and other MS and is the second lowest in the
EU after Romania. It has slightly increased from 2010. Both cash flow and cash flow/farm total
capital registered a decreassince2010. From an EU perspective, the cash flow is lower than the EU
average;however is not at lowest values levels in the EU. With regard to the cash flow/ farm total
capital, Greece registered in 2013 the third highest value after Portugal and Czech Republic.

In terms of evolution of the balance sheet indicators of agiltural holdings from 2004 to 2015,

total assets per farm have been increased by more than 50%, while in 2015 decreased by ~6%. Fixed
assets per farm represent the vast majority of total assets reaching ~95%. Return on assets ratio
(ROA) shows negative enlution, as from 15% to 17% that fluctuates throughout the years 2004 to
2010;from 20100nwards, it reaches 9% to 11%, which means that the average farm produces less
profit for each expenditure it has invested in its assets. On the other hand, a positsign is
observed concerning total liabilities, which are continued to decline in the referred period, driving

to a total decrease of almost 90%. Total liabilitibsive been driven both by shoriterm loans and

long & medium termloans;the latter represent more than 60% out of the total. In this context,
solvency ratio is characterised as satisfactoty.

As a result, farm net worth, which is the difference between total assets and total liabilities,
appears to have an increasing trend with some fluctuatiorst the same time. The highest point
that recorded was in 20145UR13Q000)"2

15 The percentage values calculated are average values for intermediate consumption for the years-2018. SourceEC, Statistical factsheet Greece,

2016, p.6http://ec.europa.eu/agriculture/sites/agriculture/files/statistics/factsheets/pdf/el_en.pdf

Analysis based in data from FADN

v Analysis based on data extracted from FADN database

18 Detailed analysis could be found iAnnex 8
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Investigating the reasons why Greece continues to score poorly on exploiting the flourishing global

demand for agricultural pif AOAOO AAOPEOA OEA AT O1 60uU80O Al Ei AOGA OEAO EO EC
the production of several agricultural products, the following challenges remain high on the

agenda.

1) The agricultural holdings are in general characterised as small and scattere€ths is due to
factors such as geographical relief, lack of adequate spatial organisation of land use,
adherence to traditional management models (inheritance and property). Most agricultural
units in Greece are small, famiywned holdings. Specifically, thaverage farm is about 4.8
EA j Al T PAOAA xEOE zT8X EA 11 AOAOACA ET 1 OEAO - AAEOAOOA
being extremely small, i.e. smaller than 2 ha (versus44 other Mediterranean countries).
Sole holders and other family members cover 8f employment (in terms of annual
working units (AWU)), slightly higher than the Mediterranean average @4 The most
important effect of small holdings is the cost disadvantage since Greek farmers cannot
benefit from economies of scale like many of thecompetitors.

2) , 1T x TAOGAT O 1T £ EAOI AOOS are O CAITIEICAIOED O A ADE AA 1 BIA OGKA ORICOT 60
agricultural sector. Organisation ircooperativesusually limits the negative consequences
of fragmented production and increases the bargaining powepf smaller farmers.
However, agricultural cooperatives have a small market share of about%d@ the Greek
market, compared with 4®6on average in Europe. Moreover, Greek cooperatives face
problems regarding their efficiency, including quality control anaceability, hindering the
promotion of premium products. Therefore, their operation is often limited to the
distribution of production subsidies to farm owners and other administrational activities for
production of products in bulk, instead of acting & an organized enterprise with a clear
business strategy?°

3) Technological sophistication is lowin the agricultural sector. Compared to other EU
countries, Greece shows a low level of technology agricultural production. Specifically,
while global expendiure on agricultural R&D has doubled during thpast two decades,
reaching EUR27bn in 2012, Greecagas lagging behindin this field. In fact, research and
development (R&D) investments in Greek agriculture amouto just EUR38m annually or
EUR11 per hgcompared with EUR33 per ta on average in the EU anBUR19 per ha
globally).

19 NBG Sectoral Report of Agricultural Sector, 2015

2 pidem
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Overview of the agrifood sector (food processing) in Greece

The Greek Food and Drink industry is a driving force of the Greek economy as it continues to grow
and to be oneof the most competitive industries.

The table below summarises key data about the food & drink industry in Greece.

Table4: Main Eurostat Data (2014) on Food « Figure 2: Sector added value (as% of GVA to tot
Drink Industry in Greece: manufacturing), years 20022015

Food & Drink Industry in Greece 40,0%

14,400 Legal entities 35,0%
30,0%

EUR13.2 bn Revenues
25,0%

EUR4.7bn Imports

20,0%

EUR2.7bn Exports 15,0%

EURL.9bn Tradebalance 10,0%

30% of total Igbourforce in 5.0%
processing

0,0%

of GVA in processing & 2% of

0,
31% total GVA in Greece

The contribution of the Food and Beverage sector to the Greek economy is of high importance,
given the fact that it represents around 3%of the Gross Value Added in Greece in 20apve
European average rate (~24, while the respective outputreached 7% of the GDP in 2014.the
manufacturing sector food processing is of great importance as it represer8i%f the GVA from
manufacturing. During the crisisthe share of food processing has increasegarticularly giventhe
strong decline of other manufacturing sectors.

In 2014, the sector was composed by 1@01 companies, generted aggregated revenues of

EUR13.2bn, and constited 19%0£& OEA DO AAGOET ¢ OAAOT 0800001 OAT OAOGAT ODAOS
people are employed in the sector, constited more than 2% £ OEA O1 OA1 DBOI AAOOGET ¢ OAAOGI O
workforce.

Food consumption decreased when the retail price index rose initially and until 208 cethen a
downward trend in the pricesby 3.346 pelyear on averagecan be observeddue to the extensive
promotions and offerings deployed by the processing companies and large super mark&se to
the economic situation this has notesultedin an increaseén consumption.

The Greek agHood processing sector has generally been affected by the trend towards an
increasing concentration of the domestic grocery retail sector over the last few years. The latter,
translated into stronger bargaining power of the drge domestic supermarket chains, teto a
downward pressure on pricingand increasedworking capital needs of agHood processing
companies.

However, exports evolution from 2008 to 2014 remained constant, while olive oils, nuts, dairy and
ice cream constute the majority of the total exports.
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The majority of the companies qut of 13684 in 2014) are small, family businesses, which employ
less than 10 people in total. However, these companies genertly 124of the total revenues in
the sector EUR2.2bn).

Figure 3: Companies' segmentation based on the total number of employees (2014 data)

100,0% 2,0%
2,0%
90,0% 2,0%

80,0%
70,0%
60,0%
50,0%
40,0%
30,0%
20,0%
10,0%
0,0%

71,0%
95,0%
10,0%

3,0%
o -

# of companies Revenues

B Micro B Small B Medium © Large

Source: Eurostat, Small Medium Enterprises Analysis

On the contrary, larger businesghat employ more than 50 people, have demonstrated great

stability and sustainability, when at the same time their revenues have increéske last 4 years to

reach EUR9.3bn on 2014. The remaining®B8 £ OEA OAAOI 080 O 6AT OAOGAT 6AG Ai i A £EOI
medium-sized businesses that employ 10 to 50 people in total. Furthermore%of the total

revenues generated in the sector come fron¥f the companies.

The production and retail companies in the Food & Beveragector managed to stabilise their
revenues after a challenging thregear period (201€012) and rationalise their liabilities, while their
EBITDA has not recovered yet after the period of economic crisis

A collapsewas observedfor investments in the agifood processing sector in 2013 and 2014. The
strong underinvestment in the last years could translate into a strong penp demand for
investments, which could materialise and lead to an increase in demand for financing in the sector
as general economicand financing conditions improve The share of enterprises in the
manufacturing of food products within the total manufacturing industry rose, both in terms dbtal
number and turnover.

Main outcomes

Key messages on the economic context of the agricultat sector in Greece:

1 Agriculture is a key sector for the Greek economy, comprising 280f GDP and 1%of
employment. However the sector has registered a sharp decline in the last two decades in
its relative size, number of employed workforce, as welas change in the structure of its
labour force.

2) Structural Issues of the agricultural sector are summarised to the existence of small and
fragmented agricultural holdings, the low organisation level of farmers, and the lack of
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technological and knowledge sophistication.

3) The Greek Food and Drink industry is a driving force in the domestic economy as i
continues to grow, being one of the most competitive industries representing
approximately 6% of the total Gross Value Added in Greece, a rate higtiean the European
average rate (~1.%, while the respective production value comes up to %of the GDP.The
majority of the companies(out of 13,684 in 2014) are small, family businesses, which emplo]

less than 10 people in total. However, these companiegenerated only 17% of the total
revenues in the sector EUR2.2bn).
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3. Investment priorities for the agricultural sector in Greece in the
20142020 programming period

Investment Priorities in the RDP

" OAAAARS8O 200A1T $AOAIT kedlieprbrides bubirgBURS.dadhHavailadIOforE 1
the programming period20142020 EUR4.72bn from the EU budget andEUR0.92bn the national
cofinancing). The Greek RDP will fund actions under all six Rural Development prioritiesth a
particular emphasis on the competitiveness of the agricultural sector and sustainable forestry, and
on restoring, preserving, and enhancing esgstems related to agriculture and forestry. The six
rural development priorities are briefly presented in the table below:

Table5: Investment priorities in the Rural Development Programme 2032020 in Greece that will
be examinedfor the use of Financial Instruments

Total budget per Investment ~ Share of total budget per

Investment priority

priority (in EURm) Investment priority (%)
Priority 1- Knowledge transfer and ) )
innovation®
Priority 2- Competitiveness 860.4 18%
Priority 3zFood chain and risk management 406.9 ™%
Priority 4zEcosystems management 2,335.0 43%
Priority 5z Resource efficiency and climate 1,162.0 2%
Priority 6 zSocial inclusion and local 677.0 126
development
TOTAL public allocated amounts 5,441.4
Out of which EAFRD contribution 4,718.3

Source: Managing Authority of Rural Development Programme for Greece, MIN AGRIC, 2017

Sub-measures that will be examined for Fls

The allocation for Fls is set in the RDP up t&o8f the total EARFD contribubn, which would be
around EU14m?® The measures for which the use of Fl is envisaged in the RDP and that will be
examined are the following:

21 According to the latest data provided from the Ministry of Rural Development
22 This priority is horizontal (transversal) and sources from other priorities are allocated in its meas
2 Rural Development Program 2032020(p.389 of RDP 2012020), Greece
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Beneficiaries of this submeasure can be natural persons or legal entities, farm owners that are
actively involved in agriculture or groups and cooperatives which operate according to the National
legislation. The table below presents the total budet for sub-measure 4.1 per focus area:

Table6: Total public cost per focus area

Sub- Focus Area Total budget (in EUR) % of total budget
measure

4.1 2A-Farm performance 398.8m 7.2
4.1 5A-Water efficiency 36.2m 0.6%
4.1 5C-Renewable energy 19.3n 0.3%
4.1 5D-Reducing GHG and NH3 1.2m 0.0%
4.1 4Bz Water management 2.4m 0.0%
4.1 4Cz Soil management 6m 0.%

Source: Managing Authority of Rural Development Programme for Greece, MIN AGRIC, 2017

Support is provided mainly to micro, small and medium enterprises (SMEs), but also to large
enterprises, up to a specific investment budget. The table below presents thatal budget for sub-
measure 4.2 per focus area:

Table7: Total public cost per submeasure and focus area

Sub- * Focus Area ~ Total budget ~ % of total budget
measure (in EUR)

4.2 3A-Competitiveness of producers 193.6m 3.4%
4.2 5B- Energy efficiency 6.1m 0.1%
4.2 5C-Renewable energy 3.6m 0.1%
4.2 3A-Competitiveness of producers 31.2n 0.6%
4.2 5C-Renewable energy 6.1m 0.1%
4.2 5B- Energy efficiency 6.1m 0.1%
4.2 3A-Competitiveness of producers 12.4n 0.2%

Source: Managing Authority of Rural Development Programme for Greece, MIN AGRIC, 2017

Beneficiaries of this submeasure are the cepperation schemes with a legal entity identifying the
lead partner in the operational groups of EIP on productivity and sustainability tbe agriculture
and having internal regulation of operations (coperation agreement). The table below presents
the total budget for sub-measure 16:2 per focus area:
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Table8: Total budget per submeasure and focus area

Sub- Focus Area Total budget % of total budget
measue

16.12 2A-Farm performance 11.m 0.2%
16.2 4Bz Water management 5.6m 0.2%
16.122 5A-Water efficiency 8.9m 0.2%
16.122 5E- Carbon conservation /sequestration 5.6m 0.1%
16.22 3A- Competitiveness of producers 11k 0.2%
16.122 4A z Biodiversity, HNV and landscapes 5.6m 0.1%
16.122 4Cz Soil management 5.6m 0.1%
16.22 5C-Renewable energy 5.6m 0.1%
16.4 3A-Competitiveness of producers 11.in 0.2%

Source: Managinguthority of Rural Development Programme for Greece, MIN AGRIC (2017)

Beneficiaries are the ceperation schemes with a legal entity iehtifying the lead partner and
having internal regulation of operations (cooperation agreement). Members could be farmers,
cooperatives, professional organisations, processors, retailers, municipalities, consumers and their
organisations.The table belowpresents the total budget for submeasure 16.4:

Table9: Total budget per submeasure and focus area

Sub- Focus Area Total budget % of total budget

measure (EURm)

16.4 3A-Competitiveness of producers 11.M4 0.2%

Source: Managinguthority of Rural Development Programme for Greece, MIN AGRIC, 2017

Beneficiaries of this submeasure arethe regional and local authorities, private entities which their
statutory purpose is the implementation of corresponding projects, as well as natural persons or
legal entities whoseeligibility will be specified in the relevant national institutional framework.
Beneficiaries of this action may also be Local Action Group#e table below presents the total
budget for submeasure 19.2

Table1Q Total budget pe submeasure and focus area

Sub- Focus Area Total budget % of total budget

measure (EURm)

19.2 6B - Local development 296.3n 6.1%

Source: Managing Authority of Rural Development Programme for Greece, MIN AGRIC, 2017
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Main outcomes

Key messages on the investment priorities for the agricultural sector in Greece for the 2042020
programming period:

1) In the period to 2020, the new CAP is going to invest more thaBUR196bn in Greece's
farming sector and rural areas. Thdunding aims to addressthe needs of the following
key political priorities:

a.
b.
c.
d.

ET A0 AT A cOi xOE ET OOOAI AOAAOGGE 0OOOO¢/
modernisation of the agricultural sector
innovation, and

quality of agricultural outputs

2) Within the RDP 2012020, approximately EUR5.7bn has been budgeted for eligible
beneficiaries. The amount dedicated to the measures that are within the scope of this
study is EUR194bn (35% of the total RDP funding).

3) Furthermore, it is noted that almost 25% of the RDP funding will be directed to actions

undAO 1T AAOOOA oh AEIAA EI DAOOEAOI A
competitiveness.
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4. Experiences from the establishment of Financial Instruments in

the Agricultural sector

The Agricultural EntrepreneurshipFund (Tameio Agrotikis Epixeirimatikotitas- TAE) which
operated form February 2013 until December 2015, was the first and only Financial Instrument
under the previous RDP (200Z013), and was established to facilitate the financing of investment
projects that were part of the Rural Development Program 2062013. The project was eonded

by the Greek State and EAFRD.

In particular, the Greek State funded ETEAN SA (Hellenic Fund for Entrepreneurship and
Development}* with the total capital of EUR116.0 m tdoe allocated from the RDP 2002013 to the
"Rural Entrepreneurship Fund", aiming at improving beneficiaries' access to finance, enhancing
entrepreneurship, investment and accelerating the implementation of investments to be part
financed in the Rural DeMepment Program 200722013. More specifically, ETEAN SA became
responsible for taking all the necessary steps to select the financial institutions in view of
maximising the expected benefits for potential beneficiarie®.

4EA 41 %80 1 EOOEI| mostadvantagddus 1GaAsArOsOohom@atiyiviable enterprises
and / or professional farmers active iff:

il

1
f
f
f
f

the production, processing and marketing of agricultural products, as well as in various sectors
of the local economy- other than the primary sector

the improvement and organisation of the tourist product in the intervention areas

According to the business plan of the furfd, its purpose was to promote the effective use of

resources thanhad been provided from the RDP 20@2013 related to the financing ofive,

specific measures:

Measure 121 (Modernization of agricultural holdings)

-AAOOOA ZTY & )1 OAOOI AT OO ET OEA pPOI AAOGOEI ¢ AT A [ AOEAOGET
Measure 311 (Differentiation to neagricultural activities)

Measure 312 (Support for the créi@n and development of micreenterprises)

-AAOCGOOA YSIY ¢ | wl AT OOACAT AT O T £ 01 OOEOGO AAOGEOEOEAO(Q

In order to maximise the efficiency in the use of the resourcethe fund used the methodof co-
investing funds, combining the RDP funding EUR 116m) with fund of the cooperating bank

24

25
26

27

ETEAN SA is an integral part of the wider Greek financial sector focusing in the design, implementation and management of
specialized financial actions through the applicatioof innovative financial instruments, delivered by financial institutions to the
small and medium size enterprises.

Financing agreement for the establishment of a loan fund by the name "rural entrepreneurship fund"
http://www.etean.com.gr/PublicPages/Program6.aspx

TAE Business Plan, March 2013 (document provided by the MA
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(EUR138m¥2. This enabled the fund to increase the fundsvailable, and share the risk of borrowing
between the fund and the financial organisatiof, reaching aotal availablecapital EUR253m.

The conditions for granting the lans to the potential beneficiaries were the following:

1 beneficiaries, should have been subject to measures 121, 123A, 311, 312 and 313B of the RDP 2007
2013

9 beneficiaries should have tax and insurance information

9 beneficiaries should have at their disposa decision to join the relevant Rural Development
Program measures (121, 123A, 311, 312 and313B)

The Fund (TAE), offered favourable loan terms, which of the mainly concerned the low interest rate
on the loan, which was achieved due to the contributioof the Fund's funds at a zero interest rate.

In particular, the type of investment aid that was provided by TAE was the intereste subsidy-
guarantee for the granting of lowinterest loans, since the offered rate of bank capital, together
with the offered rate of the Agricultural Entrepreneurship Fund, created a final aroun&4The
average loan maturity was of 6 years to be repaid before 2021. The duration of the loans was long
term (up to 10 years) with a grace period of up to 2 years, in order tdghevestor in the early years

of their investment®,

The table below, the brealdown of TAE funding per measure of interest:

Table11Financing per measure under TAE

Measure description Amount of financing
in m EUR

Measure 121 (Modernization of agricultural holdings) 77.1

-AAOOOA =TY & j)1 OAOOI AT 6O ET OEA DO 23.1

products)

Measure 311 (Differentiation to neagricultural activities) 2.4

Measure 312 (Suppoffor the creation and development of micreenterprises) 2.4

-AAOOOA YZIY ¢ j % AT OOACAI AT O 1T £ O1 00 11.0

Total public expenditure 116.0

Source: Managing Authority of Rural Development Programme for Greece, MIN AGRIC, 2017

As it is illustrated in the table aboveEUR116n were planned to be granted through TAE, most of
which concerned activities related to the modernisation of agtidtural holdings (measure 12The
table below presents the results of TAE during its operatio

2 call for expression of interest for the selection of financial institutins for the co-investment of funds of the along with the capitals
of the "Rural Entrepreneurship Fund"(TAE), April 2013

2% TAE Business Plan, March 2013 (document provided by the MA

30 http ://www.etean.com.gr/PublicPages/Program6.aspx

31 TAE Business Plan, March 2013 (document provided by the MA
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Table12 Total amount of loans granted by TAE

Selected RDP measures Projected Number of Total % amount of Total % amount of
(20172013) for funding TAE funding | contracted | amount of the amount of the
from TAE per measure loans approved projected disbursed projected

of interest in | (approved | investment funding loans by funding
EUR from TAE) loans by that was TAE in EUR| that was
TAE in EUR| contracted disbursed

Measure 121
(Modernization of 77,115,000 60 3,080,559 4% 2,193,564 2.8%
agricultural holdings)

-AAOOOA =TY
(Investments in the
processing and 23,140,000 4 570,858 2.5% 384,931 1.2
marketing of
agricultural products)

Measure 311
(Differentiation to non- 2,360,000 3 292,320 12.46 216,782 9.2%
agricultural activities)

Measure 312 (Support
for the creation and

: 2,360,000 0 0 0% 0 0%
development of micro
enterprises)
-AAOOOA Y3V
(Encouragement of 11,025,000 7 585,000 5.3% 572,348 5.2

tourist activities)

Total public

: 116,000,000 74 4,528,737 3.9% 3,367,625 2.9%
expenditure

Source: Managing Authority of Rural Development Programme for Greece, MIN AGRIC, 2017

As indicakd by the table above, onfEUR3.4m out of the EUR116m were granted for investment
projects under the specific measures.

This low absorption (percentage of disbursement) of available funds can be attributed to the

following factors®

1 There was no relevant previous experience for the implementation of the fund.

9 The fund was not properly designed. In particular, the mapping of the ems of potential
beneficiaries was not representing, failing to address their needs. Moreover, the fund was not
timely launched compared to the beginning of the previous RDP (262013.

1 The timing that the fund was launched was unfavourable due to the etamic crisis where little
investments were undertaken.

1 Many stakeholders from the demand side and key stakeholders who have knowledge of the
market stated during the interviews that the bank selected as the collaborating bank, having

32 Material from interviews with stakeholders
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provided the best prgosal, with the lowest interest rate and the biggest client base, did not
promote TAE as much as expected (through TV campaigns etc.).

1 The product was not appealing to the interested parties and this is implied by the low
percentage of disbursement (2.9%gf the available resources. This was mainly due to the fact
that the beneficiaries were unaware that the benefit deriving from the lower interest rate of the
loan would be offset and deducted from the total amount of the grant. The beneficiaries also
benefited from the grant only at the end of the investment (the aid was backwards) rather than
at the beginning, despite the fact that they primarily needed liquidity at the start of their
investment.

9 The architecture of the Fl was not attractive to the farmer This is mainly due to the fact that
there was no benefit for farmers when they applied to be financed for up to 60% of their total
investment (maximum amount of financing), since they were supposed to return part of the
grant as a result of the applicabn of state aid rules. Moreover, the farmers receive the grant
after the completion of the investment, while their financing needs should be covered at the
beginning of their investment. Furthermore, beneficiaries to TAE were not allowed to apply to
another programme in the context of RDP, such as Leader

91 The target audience (farmers) could not provide the appropriate guarantees in order to apply
for a loan. Most of them had high bank debts, in addition to the fact that the farming sector is
generally chaacterised as a sector with low credit rating given its inherent risk characteristics
(subject to unpredictable weather conditions, fluctuations in the market prices of agricultural
products, health risks of animals in the case of livestock, etc.).

9 The fhancial intermediary selected to implement the instrument should have competitors, in
order to avoid monopolistic market conditions and provide potential beneficiaries with the
opportunity to apply to more than one financiaintermediary.

The National Fund for Entrepreneurship (TEPIXWwas introduced asPortfolio Fund (Capital),
following the Joint Ministerial DecisionNo. 12017/124% in view to achieving the objectives of
operational programs in Greecehus improving the competitiveness of Greelbusinesses.

The Fundaims at improvingaccess tofinance and entrepreneurship, fostering investments and
contributing to the development of small, micro and mediunsizedGreekenterprises.

The Fund is cdinanced by the Europearnion (ERDF) and national fundghrough the regional
operational programmes (ROP) and the operational programme "Competitiveness and
entrepreneurshp" (E.P.A.E.)for the programming period 20072013.Following the Government
decisior™®. The implementation of the actions of TEPIX were extended until 31.1.2017.

The final budget balance on 31/12/2016 amountedtdR372m The total number ofdisbursements
reached 7,587 whereas the totamount of approvals amounted toEUR7504m in loans and to

33 Source: Financial Statements of ETEAN S.®ecember 31, 2016
34 GG 1697/B/27.10.2010
B T8 QYXOTIXPPTeTITZI8IT8TPIM20M6) i OAOT I AT O ' AUAOGOA " o dYQPTYP
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EUR 68.6m loan guarantees, with the corresponding supportfrom the Fund amounting to
EUR330.3m and EURL2m respectively.

The following three funds operatedvia EntrepreneurshipFund(TEPIX) during 2016:

Entrepreneurship Fund (Entrepreneurship FusBusiness Restart)

The Entrepreneurship Fund (TEPHBusiness Restarivas establishedas a separate financial unit
with funds co-invested from the Fund For Entrepreneurship and 14 collaborating bankslts main
mission is tofacilitate access to finance through the provisionf business development loans,
speciatpurpose capital and/or loans that financenvestment projects on favourable terms to
eligible businesses.

Until the end of 2016 4,602 loanswere approved, witha total budget of EUR507.7m,out of which
the Fund's contribution amounted toEUR253.8m.

Entrepreneurship Fund (TEPESponsorship

This fund provides guarantees for micro, small and mediumized enterprises for business
development loans and/orinvestment projects The Fund provids guarantees of up to 80% for
investmentand business development

Until the end of 20161,2290an applicationswere approved, with a total value oEUR1288m.
Entrepreneurshify Island & Tourism Entrepreneurship Fund (TANE)

This nd with an initial budget of EUR80m provides small loans (up t&EUR30,000) and highly
favourable conditionsfor businesses and investments in islands. For instance, thisd provides
loans with 2.8% interest rate tenterprises onislands with over3,100 residentsand a zero interest
rate for those on islandshaving less than 3,100 resident$hefund is intended to provide support
to small and micreenterprisesin the tourist sector.

EntrepreneurshipgFund (TEPIX) Il

TEPIX is continued for the programming period 202020.It was set-up asan independentfinancial
unit within the framework of the National Entepreneurship & Development FUNETEAN SA)A
financial agreement was signedbetween the Government and ETEANuynder which the
Government allocate€EUR400m to ETEAN under th&ublic Investment Programe.

The objective of TEPIX llis to develop financial instrumentsto facilitate the access of Greek
businesses to financesupporting viable enterprises in innovative,particularly in dynamic and
promising sectorsand activities of the economy This is expected tdmprove access to finance and,
improve borrowing conditions and to closethe financial market gaps.The aforementioned

objectives ofthe Entrepreneurship Fund Il Wl be implemented in the firstinstance by the creation
of financial instruments ie. by investing in Loan Fund§uarantee Funds.

International experiences and best practices for the implementation of Financial
Instruments in Agriculture

Financial instruments have become widely used in many sectors, covering multiple thematic
objectives. However, the use of Fl to support the agricultural sector remains limited. During the
previous programming period (2002013), loans comig from EAFRD FIs were rarely used, whereas
COAOAT OAAROG xAOA 11 OA POITET AT Oh EAOGET C T AOQOEITAI
financial instruments (e.g. loans, microcredit, guarantees, equity, etc.) FI may also be offered in
combination with grants and other forms of support, which is often a preequisite for enhancing

their attractiveness for investors. This is particularly important in the agricultural sector, as the
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limited number of private investors as well as the difficulties to accego finance hinder the
development and transformation of the sector. Under the EAFRD, FI can also contribute to the
diversification of the sector, opening new market opportunities, while at the same time reducing
the high risk perceived by banks/other famcial institutions with regards to this sector.

Nonetheless, the limited number of existing financial engineering instruments across the EU
hinders the possibility to develop a comprehensive benchmark to support this evaluatidhis
possible to gather lessons learnt from past experiences in the implementation of Financial
Instruments cofunded by the EAFRD through the cassudies developed byfi-compassfi-compass
provides horizontal, multiregional and programmespecific assistance to MS, MA and oth&SIF
stakeholders with regards to the development of FI. In addition to the development of guidance
and manuals, as well as awareness raising and learning opportunities through trainfrgpmpass
develop case studies and examples of practice that halsecome a major tool for the gathering of
lessons learnt.

Examples of financial instruments that have been implemented in other EU
member states

The following examples of FI will be used to gather best practices with regards to the development
of Fl in theagricultural sector.

The main objective of this fundwas to fill the market gap in financing for agricultural and rural
enterprises (agricultural holdings, processing and marketing of agricultural products and
diversification towards nonagricultural actvities) with an envelope ofEUR36 m from the Estonian
RDP funds. The financial instrument should overcome this issue by improving the access to credit
of these enterprises and the credit conditions provided by banks.

The exante assessment concluded that about 6%of the targeted producers and rural SMEs
encountered problems with financing investments, whereas 5@of the producer groups have
encountered problems with financing for investments.

Despite the preliminary assessment of ofhe-shelf instruments, the development of a tailomade
financial instrument was finally selected, while incorporating many elements from the ifie-shelf

in terms of governance and delivery. In addition, the awals recommended the development of a
financial instrument in complement to norefundable support. This had two major advantages: (1)
completed grant schemes with a contribution of the beneficiaries, extending the limited budget
available for nonreimbursable support (i.e. grants) and (2) increased the number of grants
applications and hence funded projects.

However, the implementation process took longer than expected, particularly given the lack of
previous experience of the MA and the need for reviewin some of the recommendations,
particularly those related to State aid implications. It was highlighted that the financial instrument
may include State aid ode minimisaid to the final recipient, depending on the type of investment.
This particularly corerns investments under measures related to diversification and processors, as
loans can have an interest rate which is lower than the normal market interest rate. Hence, the

38 Loans for rural Development 2012020, Estonia Case study
https://www.fi compass.eu/sites/default/files/publications/casgtudy_Estonia.pdf
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gross grant equivalent for each loan needs to be calculated in compliance witht8taid rules. The
main challenge in selecting the implementing body was to understand how the regulatory
implementation options and the general rules on public procurement applied tthe rural
development foundation, given its status as a public state foation.

Two types of financial instruments were finally proposed: (1) a growth loan scheme for micro and
small enterprises, and (2) a lontgrm investment loan for SMEs.

Table13 Financial instruments proposed in the Estonian EARD loan fund

Growth loan of micro and small .
Long-term investment loan

enterprises
4-year target EUR14.2m EUR16.1m
Target group Micro and small enterprises SMEs
EUR250,000z 1,000,000
EUR5,0007 100,000 (EUR250,000z 1,000,000 for
Amount of loan ) ] d
Direct loan or celending producer groups)
Colending at least 50%
] Up to 5 years 1to 15 years
Duration ) N o N N o R i
jc 0P O Y UAAl jc Obp O X UAA
At least 80%
Collateral At least 50%
(30%for producer groups)
6%t ECB refinancing rate (lowe Market conditions (bank
Interest )
than the market) interest)
Lower interest rate forstart-ups | Lower interest for start-upsand
and microenterprises, disabled | microenterprises, handicapped
Other conditions people, women (4%+ ECB); people, women (26+ ECB);
young farmers and producer young farmers and producers
groups (246+ ECB) groups (1%+ ECB)

Source: Loans for rural Development 22020, Estonia Case study

The first months of implementation showed that final recipients clearlyeed such instrument. The
conditions are generally suitable for agricultural and rural entrepreneurs, helping to overcome the
existing market gap. The financial instrument was launched in February 2016, and as of September
2016, the level of absorption waas follows:

9 46 submitted applications EUR13.2m);

1 26 applicatiors for growth loans (approx.EUR2m) and 20 applications for investment loans
(approx. EUR11m);

1 30 applications have ben approved, accounting foEURG.5m, or 18wf the total allocation;
1 in the first 6 monthsEUR3.4mwere disbursed:;
1 EURS5.5m private caeinvestment was attracted.
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The RuralCredit Fund was composed bizUR44.7m from the EAFRD and the European Fisheries
Fund (EFF) to counteract negative effects ahe 20082009 crisis, particularly with regards the
access to finance. The market assessment revealed that many projects were not eligible for grants
as those where provided only after the completion of the project, which limited the number of
potential recipients. Hence, before these instruments, commercial credit through banks was the
sole option for many farmers to finance their projects. In addition, banking sector was reluctant to
finance these activities, which were considered as being of highk, contributing to the increase of

the market failure.

The objective of the Rural Credit Fund was to complement the investment grants already provided
to overcome liquidity issues faced by potential recipients of these grants during the
implementation of the projects. In addition, the implementation of this financial instrument
contributed to address the lack of existing loans in the market while at the same time reducing the
interest rates, ensuring the availability of funds to implement projects. The precisgeasures
targeted by the financial instrument contributed to the following objectives of the RDP:

1 Improve the competitiveness of agricultural and forestry businesses

9 Diversify and develop business activities in rural territories and improve existing rural
infrastructure

1 Enhance the competitiveness of fishery and aquacultureqatuct processing.

In addition to the financial support provided through the instrument, beneficiaries could also
benefit from other national schemes, such as state guarantees or nacredits. The establishment

of this financial instrument addressed the existing gap given its attractiveness (reduced interest
rates and much longer repayment periods). However, only 71% of the allocated funds were actually
delivered because (1) commercidans became more accessible following the crisis and (2) the
grants supplemented came to an end.

This case study shows that market gaps can be addressed through the combination of grants and
financial instrument. Nevertheless, tle Latvian model is not ampliant with the 20142020 ESIF
regulation, as the grant has been used to repay the loarn effective awarenessaising strategy,
particularly through the organisation of conferences with associations of potential recipients, was
also a key element fothe success of this financial instrument.

211 ATEA8O AGCOEAOI OOOAT OAAOGI O EO T1T1TA T &£ OEA DPEI1TAOO 1T £ OF
x| OEEI OAA8 (1 xAOGAOh OPI1T OEA Al OOAT AAwrlgc&EA 211 AT EA ET OE/
was in high need of modernisationThe low productivity, combined with an aging, declining and

low-income population, represented a significant barrier for the development of this sector. In

order to tackle this issue, the NRDP 20@D13 iderified three key priorities to foster the

development of the sector:

57 The Latvian Credit Fund: Case Stuglittps://www.fi -
compass.eu/sites/default/files/publications/case_study_the_latvian_credit_fund_latvia_1.pdf

Rural Crelit Guarantee Fad, Case Study https://www fi
compass.eu/sites/default/files/publications/case_study_rural_credit_guarantee_fund_romania_0.pdf
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9 helping transform and modernise the agricultural and forestry sectors, as well as their
corresponding processing sectors in order to make them more competitive;

9 improving environmental comlitions in rural areas;

1 increasing diversification in the rural workforce, moving away from agriculture towards other
sectors

)y AAAEOEIT OI OEAOA OEOAA DPOEI OEOEAOR OEA A

enables rural communities to codatinate parts of rural development programmes.

The analysis of the MA showed that commercial banks were reluctant to provide loans to this
targeted public even if funds for doing so were available. One of the major issues for banks was the
assessment of therisk as these structures werez in many caseg not able to provide a solid
financial record. In addition, administrative costs were seen as particularly high, limiting the
demand for this type of financing.

Given this, the MA decided to implement a newugrantee scheme to improve access to finance by
increasing confidence of banks while at the same time attracting additional private funds.

This decision was based on (1) market signals received from the previous guarantee instrument,
and (2) consultationswith the banks, that indicated that a guarantee scheme was the best option
to address the existing market gap. This scheme was split into two types of guarantabe: first
product will target agriculture andthe second will focus on theSMEs. These two garantees were
fully funded using EAFR funds (80%) and national funds (29, with a total allocaton of EUR116m,
divided inEUR97.1m for the agricultual guarantee scheme, anBUR189m for the SME guarantee
scheme, with a total revolving effect of 249% In addition, agricultural guarantees have a fixed fee
set by the MA, while SMEs are charged according to their perceived risk.

The revolving effect of the instrument was also an essential factor for its success, as funds from the
initial guarantee ae released back into the fund and used to guarantee other loans. In addition, the
beneficiaries who take most advantage of the guarantee schemes are SMEs that also made use of
EU grant cdfinancing for their projects.

In the end, the guarantee scheme suppted the use of EU resources by creating®b times more

in loans than the EAFRD allocation, and by granting over 1,100 guarantees to some 694
beneficiaries. In addition, a shift was observed with regards to the type of support available, as
now farmers ard rural SME can find more divergent types of credit for financing their activities. In
addition, the full alignment with State Aid rules was also a factor of success, ensuring procedural
stability for both beneficiaries and financial institutions. Givensitsuccess, this guarantee scheme
was extended until the end of 2015.
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Main outcomes

Key messages on the experiences from the establishment &isin agricultur e are:

1) TAHFebruary 2013 until December 201 %was the first and onlyFl under the previous
RDP (2002013), being céunded by the Greek State and th&AFRD aiming to promote
the effective use of resources that had been provided from the RDP 20@D13 related to
the financing of five, specific measures. However, only a very small part of theotal
funding (EUR3.4m out of the EUR116m) was granted for investment projects under the
specific measures.

2) This low absorption of available funds can be attributed mainly to the following factors:
9 The Fund was not properly designedfailing to meet the specific needs of the farmers
Designedto offer a lower interest rate, but it did not address collateral requirements

9 The fund was not launchedon time: there was a delay inits establishment Its launch
occurred at the end of the RDP (2002013) The timing of the fund was unfavourable
due to the economic crisisa time where little investment was undertaken

1 4! %fihé&ncial instrument needed to be more actively promoted to the potential
beneficiaries.

9 The potential beneficiaries had to provide lotsof supporting documents in order to
receive loans, while bureaucratic costs for the application were relatively high

1 The loan was provided before the investment, but thegrant was provided only after
the investment was undertaken. This required the farmes to have additional financing
for the grant part.

9 Beneficiaries to TAE were not allowed to apply to another programme in the context
of RDP, such as Leader

3) TheFl could be implemented by multiple financial intermediaries in order to avoid

monopolistic market conditions and provide potential beneficiaries with the opportunity
to apply to more than one financial intermediary.

Furthermore, recent experiences using fiancial instruments in the agricultural sector
have proved their potential for improving the access to finance of agricultural SMEs,
opening new market opportunities and contributing to the diversification of the sector.

In addition, the main success fact@ of these instruments should be taken into account
when designing the investment strategy. These are:

9 The attractiveness ofFlscombined with other forms of support, such grants.

9 Use of guarantees to reduce the risk of banks given the lack of solithancial record of
agricultural holdings, while at the same time attracting additional private funds.

1 The importance of being in compliance with State aid regulation to facilitate a rapid
implementation and ensuring procedural stability for beneficiaries and financial
institutions.

9 Interest rate below market conditions and a comfortable grace period to ensure the
absorption of the funds.

1 Need to develop an effective awarenessaising strategy.
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5. Analysis of the supply of agricultural financing

The supplyside analysis provides an overview of the Greek banking sector regarding the supply of
financial products available generally and especially for agriculture and dgdd processing.
Included in the analysis is an overview of the supply of finance provideyl other market players,
both at international and national levels. A subsequent section summarises the analysis conducted,
highlighting the potential supply side market weaknesses that may contribute to soptimal
investment situations.

Public financing

The small farmers benefit from a flatate simplified system of support (the Small Farme&cheme),
with a maximum of EUR1,250 support per farmemp.a, this scheme reduces the administrative
burdens for small farmers, lessens the cont®lon cross- compliance, and exempts them from
greening rules. The Greek authorities have decided to earmark %642 2015 to 86in 2019 of the
direct payments envelope for voluntary coupled support (targeting mainly sheep and goats, beef
and veal and fruiand vegetables).

With the goal of achieving a fairer distribution of the support, the amounts of direct payments for
the largest bendiciaries will be capped aEUR150,000. Other changes introduced in the 2013 CAP
reform include stricter rules onactive farmers eligible for direct payments and a new Z&id
supplement for young farmers for the first 5 years, in addition to already existing installation
grants*® Direct payments have been a key safety net and a driver for the modernisation of
agricultural holdings. In 2014 Greefarmers received more thanEUR2.2on in direct payments,
benefitting more than 709,270 farmers and farm businesses,%8df whom received a payment
below EURS5,000%.

Figure 4: Distribution of CAPexpenditure (2016)

65,6% \

2,5%

m Rural development = Market measures Direct payments

Source: EC, Statistical factsheet Greece, 2017

39 EC, Agriculture and rural development> The CAP in your countnhttps://ec.europa.eu/agriculture/sites/agriculture/files/cam-your-

country/pdf/el_en.pdf

40 EC Agriculture and rural developmentThe CAP in your countinttps://ec.europa.eu/agriculture/sites/agriculture/files/cam-your-
country/pdf/el_en.pdf
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" OAAAAG O 200A1T $AOAIT ledrhefiiofiestod lisiGgBARS5.6bA havailablefor E 1
the programming period 2012020 EUR4.7bn from the EU hudget and EUR0.9bn the national
cofinancing).

The Greek RDP focuses mainly on enhancing farm viability and competitiveness, preserving and
enhancing ecosystems and promoting local development in rural areas. In particular, farmers will
receive support b put 10.3%0f the Greek farmland under contracts to preserve biodiversity, 1%2ta
improve water management, and 10%to improve soil management and/or prevent soil erosion.
Investment support for restructuring and modernisation will be provided to 6,30 agricultural
holdings and 23,900 young farmers will receive start up aid. In addition, over 8,300 agricultural
holdings will receive support to develop short supply chains, local markets and to carry out
promotional activities and about 600 agdood businesses will receive support for investments in
processing and marketing of agricultural products. Support for knowledge and innovation activities
makes up over &wf the planned public expenditure and the programme will create around 86,640
training places for farmers and other rural businessés The RDP will also support local
development via LEADER Local Action Groups covering nearly half of the country's rural population
and improve access to basic services for approximately 10% of the rural populatiwiyuding 1T
infrastructures (e.g. broadband internet).

The RDP is structured into six main investment priorities and several focus areas under each
investment priority. By combining the focus areas and the investment priorities, several measures
for spedfic investments have been created under the RDP. They comprise of the familiar type of
measures and new measures such as the ones for cooperation actions and CLLD (Comriwedty
Local Development).

Bank financing

The banking sector in Greece remains structured in three different segments, with large market
concentration in a few banks. The three segments are:

1 Domestic commercial banks;
9 Cooperative banks;
9 Foreign banks.

There are several major plers in Greece's banking sector, most of which have faced significant
operational challenges in the wake of the global financial crisis. Térésisin the Greek economy led
to many foreign banks reducing their exposure to the Greek market over recent years, while in turn
Greek bankswere forced to sell off andwithdraw from other regional markets, particularly in the
Balkans.

As a result of the crisisrading conditions in the market remain extremely difficult in light of very
high debt levels and poor asset growth and further closures, mergers or acquisitions are likely
occur. The Bank of Greece reports that in 2017 there are just 38 registeredlitrastitutions in
operation in the market, though this number is boosted by the number of European banks which

4 According to the latest data provided from the Ministry bRural Development
42 gC, DG AGRFactsheet on 2012020 Rural Development Programme for Greece
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can operate in Greece through freedom of service arrangements. After a series of mergers &
acquisitions following the Greek governmentlebt crisis, the banking sector is currently
concentrated in four major commercial banks, which control moréhan 90%of the market and
three cooperative banks.

Commercialbanks are: Active cooperative banks are:

Piraeus Bank Pancretan Cooperative Bank

NationalBank of Greece Cooperative Bank of Karditsa

Eurobank Ergasias Cooperative Bank of Thessaly
Alpha Bank

Based on information derived from interviews, all of the referred banks have a specific approach
and strategy concerning the agricultural sector.

Generally, based on the interviews with supply side stakeholders, cooperative banks show a more
social and indulgent behaviour and approach to the farmers in contrast with systemic banks.

As Piraeus BankAANOEOAA | COEAOI OOOAT " AT E ET Al OAET ¢
records, the majority of farmers have loans to the former Agricultural Bank with many bad debts
and many collaterals and property mortgages. The agricultural sector identiflesaeus Bank as the
only bank that provides financial products to farmers. For these reasons, 95% of farmers have loans
to Piraeus Bank according to estimations derived by the interviews with commercial and
cooperative banks. As Agricultural Bank of Grez¢e- t )estopped its operations, it is known that
there is a financing gap due to the fact that Piraeus Bank managed ATE as a separate department
I £ OEA AATE AT A OAOEAxAA T ATU 1T &£ OEA DPIi1EAEAO I &£ OEA ate
activities/policies.
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As mentioned in interview with Piraeus Bank, the agdod department is expanding and serves
mainly farmers/natural persons, rather than enterprises. Focus is given on the primary sector and
especially on the agdood sector. Piraeus Bank employs 40 pet#pin the agrifood department,
which has the role of coordinator between farmers and companies and stands as financier &
responsible for the implementation of the programme. Also, the agricultural sector is correlated
with many unstable situations, andtA 08 O xEU O0EOAAOO " AT E AAEOOOO EOO OANOEOAI
receivables, as well as makes effort to the personalisation of pricing policy.

With regards toEurobank Ergasiasthe bank finances mainly the sectors of processing companies
and less in the primary sector. Nevertheless, the bank entered recently agricultural sector with the
provision of agrocarta after invitation from the MIN AGRIC. Agrearta has no interest rate,
however in the future the interest rate will increase, probably less tha®BZ(COSME) and 9.9%in
case of nonexistence of guarantee. The program targets to small farmers, although there is low
demand for agro cartaln contrast to the other systemic banks, Eurobank does not have contract
farming programmes but has an interest inftering this type of programme in the near future.
Currently, the bank is seeking to collaborate with large processing companies and develop contract
farming in order to determine the procedure and specific terms and commitments.

Currently, Eurobank isparticularly active and tries to be establishedtself into the sector. They

needs of the sector to be prepared toimplement RDP. Subsidies are also being pessed through
COSME.

National Bank of Greecehas a low market share to the financing of farmers. The bank has no
significant relationship with farmers but is interested in being part of a productive trading chain
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and being stable in cooperation with procesing companies.Under the SMEs department of the
bank, there is an agriculture subsector which is concerned with agrarta, although the main
activity refers to contract farming and livestock farming.

Alpha Bankhas shown interest in gaining a more substéial market share in the agricultural and
food processing sectors, offering several products targeting these segments, such as atada,
direct payments or the flexible contractual entrepreneurship programs. However, despite its
gradual interest, the agicultural sector remains a new field for Alpha Bank, with a low market share
and small participation to the financing of the agricultural sector. In the past, Alpha Bank has
financed the agricultural sector in combination with guarantee programmes so faych as COSME,
as well as, with cdinancing programmes, such as JEREMIE & InniovF

Starting with cooperative banksPancretan Cooperative Bankas sgnificant market share o the

island of Crete (deposits: 1%in total island andin terms of financingSMESOEA AAT E8 O HI OOA&I 1 EI EO
amounted atEUR858.7m, out of a total ofEUR1.63bnin 2016$ OOET ¢ TPxXWwh OEA AATESO bPIi OOA&I I E
farming and livestock reachedUR39.9m from EUR38.9m (Annual notes 2016).

With regards toCooperative Bank of Karditsathe bank finances at a large scale SMEs, but focuses
also on the agricultural sector. The bank focuses on sectors with small production variations, such
as cotton production (0.40.5 ha is calculated a critical size of production and viability) rather than

grains.

Finally, regarding theCooperative Bank of Thessalyits purpose is to finance it members, aiming at

improving and protecting industry and craft, trade, agriculture, livestock and fishing, and generally

all stages of economic activityDuring 2015, tA AAT E8 O bPI1 OOA&I 1 ET &£ O EAAOCI ET ¢ AT A 1 EO!
EUR3.1m out ofEUR51.4m loans to SMEs (Annual notes 2015); 6% of their total loan SME portfolio.

Commerce was 31.1% numberedaagrategicpriority.

This section presents major specific financing products available in Greece targeting agricultural
activities.

Supply in the agricultural sector cannot be quantified as relevant data are not availablbe
existing short and mediurdong term financial products that are provided by the commercial and
cooperative financial sector to producersg farmers, are summarised below in the following
summary tables, in which there are the available customised fiméd products provided by each
bank to the agricultural sector. The first table presents the shatérm financial products offered by
the banking system in agricultural sector, while the second table presents the medidang term
supply in the sector. (Detiled analysis of present financial products are included in AnrilgBank
financing).
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Table14 Summary of financial products offered by the banking system in agfood processing sector.

Financial

Intermediaries

Contract Farming Programme

Working Capital for
Farmers (WCF)

Agro-carta

&AOI A OOfthaneceE A O]

Piraeus Bank

Loans agreements with farmers and
buyers of the crop or animal production

Interest rate of 5.%%

The range @ the financing amounts isH
10,000 'H60,000

The duration of contract farming
typically ranges from 6 months to 1 yea

22.000 agricultural holdings are being
financed peryear

Piraeus bank give$i700 m for contract
farming addressed to 250 leading
companies and 2,000 producer total

The applicants to
WCEF are key players
of the sector and
disciplined in their
capital management.

The credit line
depends on the type
of crops or livestock
and the size of the
crop.

The duration of WCF
is one year (plus a
one-year extension
option), and the total
amount is up to 9%
of the eligible CL.

Interest rate is
variable for the entire
term of the loan,
currently at 7.106

The bank intends to
decrease interest rate
by 26

Beneficiaries are the
same as of CAP Pillar
-direct payments.

Credit limit is linked to
the amount of the CAP
Pillar | direct payments
that the producer
receives.

No issuing costs for
the card, no annual
fee and no collaterals
is required (i.e.
mortgage)

A Credit Limit (micrefinance) is extended
to farmers, in order to cover unpredictable
expenses

Microfinance applies to all kinds of
agricultural holdings

There is floating during the entire loan
period: currently 7.10¢(BRF: 7.19 plus
margin 0.3%plus levy according to
L.128/75 currently at 0.12% or 0.60%
depending on the Farmer's main
professional activity
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Working Capital for
Farmers (WCF)

Agro-carta

&AOI A OOfhaneceEA O

Financial Contract Farming Programme
Intermediaries

production and processors up to the
export of agricultural products.

Interest rate is variable depending on
the relationship between the
beneficiary and the bank (currently
6.5%

beneficiaries of the
first pillar of the
Common Agricultural
Policy (CAP Pillar 1)

Favourable conditions,
as it is free of charge
and offers a privileged
interest rate

National Bank Farmers and livestock breeders NA NA NA
of Greece recommended by an NB@artnered
trading/manufacturing business, with
whom they have entered into an
agreement for the sale of their
products (with or without the
mediation of an agricultural
cooperative).
The funds are disbtsed through the
OPAAEAT AAAEO AAO!
-1 34%2#! 2%$0
Eurobank NA NA Each card has a credit NA
Ergasias limit
No interest rate at the
moment
This programme
targets particularly
small farmers, which
have to reapply for
the agro-cartaevery
year
Alpha Bank Support of the chain from the NA Direct paymentsto NA
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Financial Contract Farming Programme Working Capital for Agro-carta &AOI A OOGfhaneeE A O
Intermediaries Farmers (WCF)

Pancretan NA 1 Preferential Farm 1 Pancretan Cooperative Bank Ltd (PCB) is
Cooperative Account "ONE FOR joining the group of microcredit providers
Bank ALL", which canbines under Progress Microfinance. Thanks to a
a deposit account with guarantee, PCB wlibe able to offer up to
a limit of overdraft EUR6 m of microloans to Greek micre
which is used through entrepreneurs, with a focus on financing
the PanEuropean start-upsup to three years and new
VISA Card borrowers with a robust business plan.
M Noissuing costs for 1 With a leverage of 1.5mies, PCB will
the card, no annual generate up toEUR13m micrdoans to
fee and no collaterals micro-enterprises
is required
1 New product of the
bank
1 Todate, 37

applications have
been submitted out of
which 23 have been
approved. The total
amount of approved
credit lines is
~H.09,000 with a
credit limit of 'H,700
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Financial Contract Farming Programme Working Capital for Agro-carta &AOI A OOGfhaneeE A O
Intermediaries Farmers (WCF)

Cooperative NA NA NA 91 Support of eitherfreelancerwho want to
Bank of establish or expand a micro company
Karditsa (fewer than 10 employees) or unemployeg

people who are temporarily withdrawn
from the labour market or people who
cannot easily take a conventional credit.

1 More than 50000 micro enterprises and
social entaprises can apply fortie loan;
mainly loans up tdt25,000

Cooperative NA 1  Working capital NA -
Bank of financing: 6.50%base
Thessaly loan rate plus 36

margin

Source: Websites of each bank
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Financial
Intermediaries

Investment financing for Young/New Farmers

Investment Loans for Farming Activities, Premise

and Equipment

Leasing

of Karditsa

Piraeus Bank 1 Eligible beneficiaries are persons aged-30 who The investment loan duration is up to 7 years NA
want to become farmers, whether or not they for mechanical equipment & intangible assets
have participated in a State subsidyrogramme and up to 10 years for building premises and
must have submitted the relevant application purchasing plots of land.
1 Interest rate is variable based on the BRF Interest rate is variable based on the BRF plu
9 The loan amount varies front%,000 to’H50,000. ;feprreesatldra?;:%.s%;?egzzmy’ the level of
Maximum Financing Amount is up to 8aof the '
estimated investment cost and up to 8&of The investment loan is given to the
estimated value of themortgaged property beneficiary who receives 5&grant financing
(public subsidy) over the total investment
amount
National Bank of NA NA NA
Greece
Eurobank NA NA NA
Ergasias
Alpha Bank NA NA NA
Pancretan NA Cooperation with the European Investment NA
Cooperative Bank Bank for total funding of H175since 2007 to
support investment projects of SMEs and
Local Authorities of Crete
Cooperation in theERDF fundegrogramme
O5DCOAAET C busiReSsestd) O
AAOAT T DB OEAEO OEEITO
The budget for each project is aroun#i5,000
to 200,000 and the duration of
implementation is 24 months
Cooperative Bank NA NA NA
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Financial Investment financing for Young/New Farmers Investment Loans for Farming Activities, Premise Leasing
Intermediaries and Equipment

Cooperative Bank NA 1 Assets andMechanical Equipment Financing: | § Property leasing: Duration 19 25
of Thessaly 5.50base loan rate plus 5% margin years

Vehicle leasingDuration 37 7 years,

1 Equipment leasing: Duration 3 7
years

1 All forms of leasing has floating
interest rate according to the Baic
Loan Ratez 7%base loan rate with
variable margin @62%

Source: Websites of each bank
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Financing conditions to the agricultural and agHood sector

The current section includes synthesis of informatioextracted by interviews and focus groups
concerning financing conditions and eligibility criteria of financing that are valid in commercial and
cooperative banks.

Equity requirements andCollaterals

Commercialbanks commonly require a percentage of equity (around 2% to provide financing in
order that businesses are not overleveraged

There isadditionally a wide range in the amount of collaterals requested from farmers by banks, such
as business property, urban property, cash guantees equal to the loan requested or equal to the
total investment amount in case of funding of investments Nevertheless, in contracfarming, the
requirements for collaterals are lowr.

The required value of collaterals commonly ranges from P6® 140%of the financing amount There
are many cases where the banks provide financing to farmers who are not bankable without
guarantees by using direct paymentas collaterals These cases are only limited to short term loars f
small amounts (less thanEUR 10,000). In few cases of large farmers there is requirement of
guarantees, such as contracts witb E A /EA O1 & @i is dihdoffactring.
With regard to cooperative banks, a percentage of equity (around @bis commonly required for
financing.

Eligibility criteria
For contract farming program, contract between processing/commercial companies and
farmers/agrigroups, which consists of the number of acres that would be cultivated, production and
product, are reviewed byA AT Edabdephrtment.Following the necessary due diligence procesd| a

provided datais inserted to the OPEKEPE system in order to calculate the total financing amount to
each farmeron anannualbasis Bankssafeguardthe contracts ascollaterals for the financing.

Financing criteria refer to financial (simple books consist mostly of imputed incomes) and qualitative
data (credit history, sector)

1 Shortterm financing depends onproduct and geographical area, type of cultivation, ownership
status, existence ofamily business
1 Longterm/ Investment financing depends on investment attitude and profile of beneficiary

Criteria of financing also relate to breakdown of expenses to environmental purposes and innovation
purposes.Referring to cooperative banks, the lgibility criterion in relation to direct payment is the
legal assignment of the grant to the bank. The criteria beyond the direct payment are presented
below:

1 Property cortributed as collateral
Receipt of the grant through bank
Guarantee of mortgaged poperty
Personal guarantee of borrower

= =4 =4 =

Fixed order for loan repayment

Loan maturity - Volume of financingz Financing conditions

There aretwo types of financing in the agricultural sector:
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a. Financing forshortterm needs, dependng on the type of cultivation andthe geographical
area conditions, such as climatsoil conditions and water availability (e.g. working capital for
farmers). The average duration of those loans is8 months and the provided fiancing
amount is less tharEUR25,000 per beneficiary annually, while the average financing amount
per beneficiary at each case is arouri€lJR1,500. The banking system provides in a tigheriod
(around 23 months) small amounts of money with an interest rate oPmnnually.

b. Financing for Investment needs for approximately 7,000 development plansproviding
financing plans for65,000 farmersvia the RDP20142020. The average amount of financing for
investment needs $ expected to range betweerEUR80,000 - EUR100,0000n an amual basis
This type of financing is expected to cover more than 20,000 development plans, depending
on the geographic area and age of the farmer (the arage investment is estimated a150,000
and 50z 75%w0f the investment is subsidised). The duratioof the loans granted by the banks
for the financing of investments is equal to the useful life of the financed assets and is
estimated at approximately 8B years on average (minimum duration 5 years and maximum 10
years). The financing thresholds set by ¢hbank amount to 4@#5%of total investment
amount.

Furthermore, there are three exclusive schemes of financing as mentioned above that are have
OPAAEEEA EAAOOOAOK A AAdsdnfelhk llovdrig: ET OAOOEAXx 08 ET BOO

a. Agro-carta, with an averageof funding of EUR3,5007 80%of the total amount being provided
upfront in order to start the cultivation.

b. Contractfarming programmes, with the duration of contract farming typically ranging from 6
months to 1 year. Under this exclusive scheme 22,000 agjtural holdings are financed per
year in the context of the Contract Farming Programme of Piraeus Bank (largest commercial
bank). In paticular, Piraeus Bank giveEUR700 m for contract farming which is addressed to
250 leading companies and 2.000 proders. With regards to contrac farming programmes
it should be noted that the National Bank of Greece estimates that outstanding loan balances
(financing for investments included) regarding loans to farmers, processing firms and
wholesalers § estimated at approximately EUR 700-750m. Default rates contract farming
remain low compares to other financial products.

c. Flexible Contractual Entrepreneurship Programmes, with the range of the financing amounts
disbursed through Flexible Contractual Entrepreneurshiprograms ranging fromeEUR10,000
to EUR 60,000. In this type of financing, the bank manages a family with fragmented
agricultural holdings as one client in order to give a substantial amount of financing. Under the
Flexible Contractual Entrepreneurship Bgrammes there is a limit of overdraft to the
contractual card and overdrafts are controlled by the bank.

Furthermore, as mentioned in focus groups, small farmers are financed wathinterest rate of around
8% 8.5%p.a., while large farmers are finana at interest rates ranging from 5.%(short term) to 6.5%

p.a.
With regard to the average duration of loans for the products granted is:

1 Shortterm loans: 12 months with an average recycling interval of 7.1 months

1 Medium term and longterm loans: 4.2 yees

For the calculation of the average maturity for the two types of loans, loans that have been disbursed
until May 5", 2017 were taken into accounSupply of loans ofmall amounts- on averageEUR1q000,

if the upper limit isSEUR25,0007 requirement of the bank in order to finance own capital 2830%at
the most of cases and up to S%if the investment is risky.

Cooperative Bank of Karditsa provided 100 loans to agricultural seadoring 2017% average financing
amount EUR15,000.
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a) Agricultural loars: purchase of supplies/ rawnaterials (with invoices ofEUR7,000EUR8,000)
to be used in production.

b) Contract Farming Programme: tripartite agreemeng serves collective schemes and farmers
who do not have past data (investment readiness supporz)grace period is about 6 months to
2 yeargz investments are included.

According to the Pancretan Cooperative Bank, which is the only bank that provided the requested
data, the total financing and new financing in the agricultural sectogfers to EUR39,209,92 andEUR
747,707 respectively in 2016.

&AAOT OO OAOOOEAOET ¢ EAOI AOOG8 AAAAOGO O1 &EET AT AA
&AOI AOGE AAAAOO O &EET AT AA EO OAOOOEAOAA AU A xEAA OAT CA
or business acumen, own capital and willingness to invest their own equity capdafinancialhistory.
Occasionally, the lack of business culture, aprwith the seizure of guarantee letters and bank
AARAAT 61 660 AT A AOA O&of Colehion®f IBilirange Chaiges) nai€ad®© low credit
ratings for the potential beneficiaries. Moreover, the limited capacity of small and large farmers to
provide banks with the required guaranteesi.e. personal property) and outstanding tax and swal
security liabilities (an increasing number of farmers are facing issues in terms of access to finance
because of payable tax or social security liabilities), can also be significant factors that restrict the
EAAOI AOOS AAAAROO O £&£ET AT AET C¢8
Banks preferto finance business initiatives of individual farming enterprises rather than collective
schemes, as in collective schemes there are risks concerning possible disagreements between
members and noAmplementation of the business plan. Nevertheless, there emany remarkable
agricultural cooperatives.

Overall, there are many difficulties of small and large farmers on takings loans despite high liquidity.
Furthermore, it was mentioned during interviews that the percentage of financing to farmers out of
total financing issued tesmall businessess about 243% Most of them are financed through COSME

an EUlevel financial instrument implemented by theéElF, offered by all four systemic bankswhich
provide banks with a50% guaranteen the total loan amount incase of default

Financing conditions and eligibility criteria of financing that are valid in commercial and cooperative
banks and are addressing to the agidod sector, as it derives from the interviews with the supply
side, differentiate from those of the agricultural sector.

Collaterals- Guarantees

From the side of commercial banks, collaterals required by small processing companies are fluctuating
from 50%0 100%0f the requested loanamount.

Eligibility Criteria
The elgibility criteria for financing are:
- Level of maturity of the business
- Historical records and relationship of the business with the banking system
- Sales network
Loan maturity - Volume of financingz Financing Conditions

The processing sector filed appramately 50,000 development plans; only 20,000 of them were
bankable, during the 2007z 2013 programming period. Average funding of processing companies
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varied from EUR 300,000 to EUR 500,000. Until April 2017, the processing sector was financed
(granted) with EUR458m.

According to the answered received, the agfood processing SMEs require at least 40% financing for
covering their total expenses. Téy are preferring funding from the RuraDevelopment Programme
(significant demand) instead of State tax exemption, while local banks prefer to fund exporting
companies based on existed delivery orders. Applicable interest rates for financing for small size
processors range from 5.5% p.a. to 7%. pwhile large size processors can be lent with a 4% to 6% p.a.

It was mentioned by Central Bank of Greece that almost 50% of loans to-fagd processing sector
(food, drinks and tobaccoare non performing. Processing companies prefer funding from thRural
Development Programme (significant demand) instead of tax exemption, while banks prefer to fund
exporting companies. Interest rates for financing to small processors fluctuate from 5.5% to 7%, in
contrast with large processors, who borrow with 4% 6.

&AAOT OO OAOOOEAOET ¢ DOI AAOOET ¢ Al I PATEAOS AAAAOCO Ol
According to commercial and cooperative banks the main factors restricting agfood processing

companies from access to finance is the lack of guarantees (i.e. personal property by the side of small
processors) and the high default ratavhich is recordedn the agrifood processing sector.

Quantification of the supply of agricultural financing in Greece

In this subchapter the supply of agricultural financing for producers and processors is presented.

The quantificationis based on the data provided byhe Bank of Greece and the Hellenic Statisdic
Authority. Theamount of gross new loans disbursed each year by banks to the agricultural sector and
to the food-processing sector was not available Therefore, two methodologies were applied for
quantifying the supply of agricultural financing in Greec

The first methodology isbased on the available data for the total amount of outstanding loans to the
sector, while the second one is based on the results from the survey dafde combination of these
approachesleadsto the estimation of the range for the supply of bank financing.

The methodologyusedfor the quantification of the supplyis detailed inAnnex 12.
43
Table15below presents the estimates of the total supply of new shoterm loans to the agricultural

sector. The rangeof new lending ranges fromEUR247m to EUR273nh  x EOE AAI 60O > 1 £ xEEAE
short-term loans**

Table15 Estimation of the supply of new loans to the agricultural sector

Supply of loans (in milliorEUR 2017 (lower estimate) 2017 (higher estimate)
Estimated amount of new shorterm loans 194 215
Estimated amountof new medium-long-term loans 53 59

4 See Annex 12Estimation of supply
4 It is noted that the impact of any estimation errors in the estimation of the writeffs would not be material, sine the
estimated total amount of write-offs for all categories of loans does not exceed EUR 95
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Total

247

274

The supply of loans in the processing sector is significantly higher than among producers. It ranges
annuallyfrom EUR1080m to EUR1,304. Majority of the supply isconcentrated onnew and short-term

loans.

Table 16 Estimation of the supply of new loans to the food, beverage and tobacco products

manufacturing sector

Supply of loangin EURm)

2017 (lower estimate)

2017 (higher estimate)

Estimated amount of new shoriterm loans 963 1170
Estimated amount of new mediurnlong-term loans 117 134
Total 1080 1304

The currentmethodology does not allowthe identification of the supply of microloans. Indeed, the
total amount of microfinance products is included in the amount of neshortterm loans. In order to
estimate the total supply of micrdinance products, the amounts of micrdoans obtained from the
survey results wee extracted from the estimated amount ofshort-term loans. These calculations are

detailed in Chapter7.

According to the estimation of the supply based on the survey results, the following estimations have

been derived®:

i.  Producers

The loan supply for producers was estiated between EUR226m andEUR250m. The largest part of
the loans is estimated to be allcated to mediumsized producers (more than 40%jhere a~20% of
total loans were allocated to smallproducers;while the amount calculated for large producers was
even lower (16%). For large producers, this estimation implies a low degree of dependenfieaacing

from loans.

Table17 Loan supply for producers based on survey results

Firm size Lower bound (in EURm) Higher bound(in EURm)
Large 36.6 40.5
Medium 100.3 110.9

Small 46.3 51.2

Micro 42.5 47.0

Total 2257 2496

4 See Annex 12

46 Quantification of supply is not provided for equity financing since the supply cannot be estimated based on the number
of responses (3 in atal). Besides the reference in very low amounts in equity financing for those who replied to the
guestion implies in general that the supply of equity financing is extremely limited
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ii. Processors

The loan supply for procssors was estimatedo be approximately EUR508m to EUR561m. Findings
per size class are consistent to those of the producers, where the largest part of the loans was
allocated to mediumOEUAA DOT AAOOT OO logn supply). Hodevd, @liieAtd tBeQdrge O 8
number of micro enterprises (almost 90% are micenterprises), supply is also relatively high for
micro- processors too (39% of total supplyJhe degree of dgpendence to loan financing remains low.

Table18 Loan supply for processors based on survey results

Firm size Lower bound Higher bound
(in EURm) (in EURm)

large 34.9 38.6

medium 218.0 240.9

small 196.9 217.6

micro 58.2 64.3

Total 508.0 561.4

The approaches followed above for the estimation of the supply of loans to the agricultural sector
yield consistent results. For producers, the loan supply estimates derived from the approach based on
outstanding loans are slightlyhigher than the estimates derived from the survey Indeed, theactual
amount of loan supply to producers is estimated to lie in the range between the estimates produced
by these approaches. Therefore, the range of the estimates for the supply of loans to producers was
finally estmated by combining the ranges estimated using the two above approacfés

Table19 Estimated range of the supply of loans to producers in 2017

Supply of loans (inEURmM) 2017 (lower estimate) 2017 (higher estimate)

Estimatedamount of new shortterm loans'® 173 215

Estimated amount of new mediurmnlong-term loans 53 59

Total 2% p74 | [GRuT EO [ 215450} 274, nev4

For processors, on the contrary, the estimations derived from the outstanding loans are higher than
those derived from the survey data. This may be related to the fact that given the lack of published
data on the amount of outstanding loans to the food proessing sector, and the fact that the latter

were estimated based on the total outstanding loans for the processing sector as a whole and the
estimated share of food processing in the total GVA of the processing sector. The fact that the

47 Since the survey results did not provide the breakdown of debt finang amount obtained by type of loan, the

breakdown of the total amount of loan supply estimated from the survey data was estimated that the breakdown is the
same as estimated based on outstanding loans.

48 The estimated supply of shorterm loans includes micrdoans.
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increasing trend 6 the share of the GVA of the food processing sector observed until 2015 was
assumed to have continued in 20117, may have led to an ovestimation of outstanding and new
loans to the food processing sector.

Based on the above, it is estimated that theupply of loans to the food processings within the ranges
estimated through the above two approaches. The table below presents the estimated range
combining the two approache$’:

Table20: Estimated range of the supply of loans téhe food processing sector

Supply of loans inREURM) 2017 (lower estimate) 2017 (higher estimate)
Estimated amount of new shorterm loans* 475 1170
Estimated amount of new mediurnlong-term loans 33 134
Total 508 1304

Agricultural sector

The Greek financial services sector stands as a weak link in the EU due to its low performance. The
country narrowly avoided a return to recession in early 2017, with first quarter GDP growth coming in
at just 0.4%and many banks remain in a precarious position, despite pressure to reduce exposure to
non-performing loans. Public and private debt levels in the country are extremely high.

This chapter analyses the volume of financing by the financial system to primagricultural
production and agrifood processing sector throughout the past years as well as estimation about the
upcoming volume of financing to the respective sectoral areas.

It is noted that the financing amounts do not include the bad debt of the corapies under liquidation.
Domesticfinancing to agriculture, forestry & fishing by domestic MFIs reachedEUR1,20Dn in July
2017, as there was a sharp decline (240n the amount of outstanding loans to the sector over the
period 2010 to 2017. Sheterm loans are accounting for 4%of total outstanding loans in the sector,
while longterm loans represent 4%6of total outstanding loans.Non-performing loans (NPL) ratio is
59%n 2017 with NPLs reachirlgUR787m.

Estimation of the potential bank financing of investments in the primary agricultural
production sector in the context of the RDP

The total potential volume of bank financing to the agricultural sector was estimated taking into
account the new public commitments for financing until the year 2020.

According to interviews with banks, farmers are financing the implementation of the total investment
amount by taking part to a Rural Development Program (RDP) with %@rant as estimated, by

4 Since the survey results did not provide the breakdown of debt financing amount obtained by type of loan, the

breakdown of the total amount of loan supply estimated from the survey data wastimated that the breakdown is the
same as estimated based on outstanding loans.

0 The estimated supply of shorterm loans includes micrdoans.

57



requesting a loan equal to 3%of total investment amount and byinvesting own capital equal to 2%
of total investment.

The potential volume of bank financing for farmers that could be combined with Financial Instrument
(Fls) is estimated aroundEUR278.3 m until year 2020, while annual fineial needs are estimatedt
EUR92.7m per year.

This estimation derived from the new public funding budget fahe measure 4 and sub measurel.,
which is addressed to farmers.

It is noted that this estimation refers exclusively to investments and not to shedrm financing, sut

as working capital and includes only the eligible investments financed by RDP (e.g. investments in

livestock is not be taken into account). Also, it is highlighted that the estimated financing amounts are

not considered as financing gap.

Table21 Estimated potential volume of financing to the agricultural sector until 2020

’ . %OO0EI AOAA
maximum

contribution to the

cofinancing of RDP
beneficiaries

RDP Measure
(examined in the
context of the
current study)

Budgeted amount
in the RDP (m EUR]

Description

4.1 Investments aimed at improving the 463.8m 278.3n
performance and sustainability of farms

Source: PwC analysis based on MA data, 2017

Agri-food processing sector

This chapter analyses the volume of financing by the financial system to primary agricultural
production and agrifood processing sector throughout the pas years as well as estimatioabout
the upcoming volume of financing to the respective sectoral aas.

Domesticfinancing to processingby domestic MFIs reachel EUR181hn in July 2017, as there was a
decline (~23) of the loans given to the referred sector over the period 2010 to 20$hortterm loans
refer to 43%out of total financing; while long-term represent 326 The NPL ratio is 4%in 2017 wh a
total amount of EUR9.2bn.

Estimation of the potential volume of bank financing to the agrifood processing sector

The total potential volume of financing to the agdood processing sector wasestimated taking into
account the new public commitments for financing until the year 2020.

According to interviews with banks, farmers are financing the implementation of the total investment
amount by taking part tothe Rural Development Program (RDP)ith 50%grant as estimated, by
requesting a loan equal to 3%of total investment amount and by investing own capital equal to 20
of total investment.

The volume of financing for processors that could be combined with Financial Instruments (F3s) i
estimated & EUR363.2muntil year 2020 Thisestimation derived from the new public funding for the
measure 4-sub measure 4.2 and measure 3@ll sub measures, which are addressed to processors

Table22 Estimated potential volume of bank financing to the agrifood processing sector until 2020

RDP Measure _ %OOET ACAA
(examined in Description Budgeted amount in | maximum contribution to

the context of the RDP EURm) the cofinancing of RDP
the current beneficiaries
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Investments in the processing,
4.2 marketing and/or development of 258.9 155.4
agricultural products

Support for the implementation of
actions under Communityted local
development strategies (CLLD)
19.2 (financial instruments under this sub 346.3 207.8*
measure may be launched
independently from of the individual
CLLDs).

Total 605.2 363.2

Source: PwC analysis based on MA data, 2017

It is noted that this estimation refers exclusively to investments and not to sherm financing, such

as working capital and includes only the eligible investments financed by RDP (e.g. investments in
livestock is not be taken into account). Also, it is highlighted that the estimated financing amounts are
not considered as financing gap.

In the context of the above assumptions, the tableabove outlines the specific volumeof potential
bank financing estimated for the upcoming years until 2020, while annual fineial needs are
estimated to EUR121.1m per year.

Existing European Financial Instruments

This section presents available EU and national sources of grant finance that are tattyeggricultural
sector andthe agrifood processing sector in Greece.

Thereare different forms of financial instrumentsthat can address allagri sectors. Some are dinded
by the EU budget and implementedn collaboration with the EIBGroup; these are theCOSMELFG,
EFSI, EaSI anthe JEREMIHnitiative (all instruments are presented in detaifurther below). These
initiatives refer to loansgiven or guarantees.Furthermore, there are national grants, such as funds
from ETEAN, which is intended tthe processing sector.

51 The maximum contribution of banks to the cdinancing of potential beneficiaries of M19.2 has been astited based on
the total budgeted amount for M19.2. in the RDP. It should be noted that the scope of M19.2, and hence the total
budgeted amount for this submeasure in the RDP, includes both addod sector beneficiaries, private sector
beneficiaries carying out investments in noragricultural activities such as tourism activities, as well as public
infrastructure investments. Although only part of the total budgeted amount for M.19.2 in the RDP concerns -fapd
processing, the total budgeted amount forM19.2. was taken as the basis for the calculation since a breakdown of the
total budgeted amount for M19.2 by category of beneficiaries was not provided, either in the RDP or during interviews
with key stakeholders. Therefore, the estimated maximum conbtion of banks to the cofinancing of potential
beneficiaries of M19.2. in the table represents the maximum contribution of banks to thef@ncing of all types of
investments eligible under M19.2. (i.e. including not only investments in dgadd processing, but potentially also
investments in the private sector that do not contribute to the ag#iood sector and investments in public infrastructure).
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Below there is a short description of each one of these financial instruments offered te local
financial intermediaries
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Table23 Summary of available guarantee instruments offered by the banking system in agricultural
sector:

Competitiveness of European
_ _ Enterprises and SMEg Fund fqr Easl JEREMIE
Financial Products " Strategic S
Loan Guarantee Facility programme initiative
Investments
(COSMELGF) (EFSI)
Piraeus Bank 0 0 o) e}
National Bank of Greece o] o] o]
Eurobank Ergasias o] o] 0 o]
Alpha Bank o] 0 - o]
Pancretan Cooperative Bank - - o) -
Cooperative Bank of Karditsa - - 0 -

Cooperative Bank offhessaly - - - -

Source: Website of each bank

COSME, the EU programme for the Competitiveness of Enterprises and SMEs, supports SMEs in:

A Facilitating access to finance through the Loan Guarantee Facility and the Equity Facility for
Growth;

A Supporting internationalisation and access to markets through various initiatives namely the
Enterprise Europe Network, the Your Europe Business portal which provides practical
information on doing business within Europe, and IPR (Intellectual Pesty Rights) SME
Helpdesks;

A Creating an environment favourable to competitiveness by encouraging SMEs to adopt new
business models and innovative practices;

A Encouraging an entrepreneurial culture by strengthening entrepreneurial education, mentoring,
guidance, and other support services.

Today there are foureligible financial intermediaries in Greece thafffer the Loan Guarantee Facility
(LGF)to their customers. Theagreedmaximumrespective portfolio is as follows:

Table24: Financial Intermediaries for COSME & portfolio allocatioas of Deember 2017
(Two increases are pendinépr EIF BoDapprovalin January 2018)

COSME Portfolio

inm EUR
Alpha Bank SA 200.0
Eurobank Ergasias SA 260.0
National Bank of Greece 500.0
Piraeus Bank Group 170.0
Total 1,130.0

Source: European Investment Fund
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Concerning COSMHhe guarantee rate on a loan bjoan basis is 50%, guarantee cap rate is fixed at the
level of expected losses (max 20%). Tierametersfor this financial program are summarized below:

A Reduced applicable interest rate

A Main purpose is to finance SME for a) Working capital (including revolving credit lines,
maximum maturity of 5 years (negotiable per bank), and overdrafts; excluding factagiand
credit or loans resulting from utilization of credit card limits), and b) Investments

A It has disbursements amounting t&€UR40m per month for SMEg 20-25% of the total amount
is for processing companieg 25% of 25% in food processing

A Average fundirg for enterprises falling under the scope of the 4.2 measures is betweEDR
50k andEUR300k, whereas the average funding for processing companies is generally higher
(EUR300kz EUR500K).

EFSI is an initiate launched jointly by the EIB GroupEuropean Investment Bank (EIB) and Eikhe
European Commission to help overcome the current investment gap in the EU by mobilising private
financing for strategic investments. EFSI is one of the three pillars oetmvestment Plan for Europe
that aims to revive investment in strategic projects around Europe to ensure that money reaches the
real economy.

EFSI is #UR16bnguarantee from the EU budget, complemented byBURSbnAT 1 T AAGET T 1
own capital. =S| has two components to support projects with wide sector eligibility:

1 the Infrastructure and Innovation Window, deployed through the EIB, and

1 the SME Window, implemented through EIF. The financial instruments used for the purposes of the
EFSI SME Windoare mainly guarantees and equity investments.

EFSI has its own dedicated governance structure which has been set in place to ensure that
investments made under EFSI remain focused on the specific objective of addressing the market
failure in risktaking which hinders investment in Europe. In doing so, EFSI is increasing the volume of
higher risk projects supported by the EIB Group.

Table25 Case study Creta Farm industrial and commercial company

Creta FarmsSA in 10 May 2016 signede&JR15m financing agreement with the European Investment Bank
(EIB) with a tenor of five years, marking the first EIB transaction in Greece that benefits from the support c
the EU budget guarantee under the European Fund f&trategic Investments (EFSI), the financing arm of
the Investment Plan for Europe.

The new finance used to invest in Research & Development Investments and grow their innovative;fagd
business throughout the use of the expertise at the EIB which hastablished an expanded team in Greece,
as well as the European Investment Advisory Hub.

Creta Farm is a Greek company founded in 1970 in Crete. Creta Farm is a leading integrated processed |
and dairy food manufacturer in Greece and the biggest pork mhacer in the country. It is a leading Greek
exporter in the food industry with two large production facilities and higiguality livestock farms. The
Al i DPATUBO AT i DPAOEOEOA AAOAT OACA ATi A0 &£EOIT OEA
animal fat with extra virgin olive oil.

Since 2001, Creta Farms has registered 17 patents producing innovation, high dietary value products with
O%l %l 1 AAE6 AOAT A ET ' OAAAA AT A OEA O/1 EOET Co6 A
global trend towards healthy nutrition, producing innovative products that reinforce the profile of Greek
AOOET AOOAO xI1 Ol AxEAA8 #1 | EEURI0GnOandithelEBIADA mérgirOs abdve 109
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while its efforts are supported by more than 70 employees.

The EaSI| Guarantee Instrument is funded from the EaSI Programand is specifically dedicated to
microfinance and social entrepreneurship. One of its key objectives is to increase the availability of and
access to fnance for vulnerable groups wishing to launch their own enterprises, mieeaterprises and
social enterprises, both in their starup and development phases.

The EaSI Guarantee Instrument builds on the success of the European Progress MicrofinanceyFacilit
(Progress Microfinance) an EU initiative launched in 2010 and manage&Iythathas so far mobilised
more than EUR440m spread across more than 5000 micro-borrowers.

The selected financial intermediaries for this financial instrument in Greece arei&vative Bank of
Karditsa, Eurobank Ergasias, and Pancretan Cooperative Bank.

Within the EaSI programme, there is a cap rate of 15% at portfolio level and a guarantee rate of 80% at a
loan level.

The JEREMIE initiative was a framewopkoviding a series of coherent actions to promote increased
access to finance for micro, small and mediusized enterprises funded from ERDF in the 202013
period.

The JEREMIE initiative in Greece was organised through the European Investment Fundgacti
through the JEREMIE Holding Fund. Through the JHF, the EIF managed funds made available from the
European Regional Development Fund and related public expenditure awarded for utilisation under
the JEREMIE initiative.

Four domestic banks were selectedfter tender procedures, and signed a First Loss Portfolio
Guarantee product FLPG- debt product), to provide loans to local SMEs. Thmpact of this financial
instrument is summarised below:

1 Leverage and recycling of JEREMIE resources

Easieraccessibilityto finance for Greek SMEs

Job creation

Support of entrepreneurship, innovation, extroversion

= =4 =4 =

Strengthening of the local Venture Capital ecosystefdC JEREMIE part)

Table26: JEREMIE loantthe agricultural sectorvia financial intermediariesin Greece

Region- Sector ~ Sumof SME loan Loans/SME  Average size loan

amount (EURm)

AO1 - Crop and animal production 35,000 1 35,000
hunting and related service activities|
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C10 Manufacture of food products 16,056,952 108 148,675

C1tManufacture of beverages 3,515,000 14 251,071

Grand Total 19,606,952 123 159,406

Source: European Investment Fund

Of a total of 4,200 loans provided, 123 were for agricultural sector SMEs. The small size of loans given
is due to thegeneral characteristic of the JEREMIE program, not targeting specific sectors, applicable
to all Greek SMEs. Amount to the primary sector is due to eligibility criteria of the JEREMIE instrument.

The InnovFin SME Guaranteeaéility -managed by ElFis, in addition to InnovFin Equity, part of

O) 11 1z0BETRET ATAA £ O )T11 OAOI 006h AT ETEOEAOEOA 1 AOT AEAA
EIB Group in the framework of Horizon 2020.

The InnovFin SME Guarantee Facilitgn be deployed by eligible local banks, leasing companies,

guarantee institutions, etc. which are selected after a due diligence process following the launch of a

Call for Expression of Interest. Once selected by EIF, these local partners act as financial

intermediaries.

EIF, as the implementing body covers a portion of the losses incurred by the financial intermediaries
on loans, leases and guarantees betwedflUR25,000 andEUR7.5m which they provide under the
InnovFin SME Guarantee Facility. In this way, the Eid EIF allows the provision of more debt
financing to innovative SMEs and Small Madps (up to 499 employees).

The InnovFin SME Guarantee Facility is a demdngen, uncapped instrument that builds on the
success of the Risk Sharing Instrument (RSI)vééoped under FP7, the 7th EU Framework Programme
for Research and Technological Development (202813) managed and implemented by EIF.

Table 27: Financial Intermediaries implementing the InnovFirSME Guarantee Facility in Greece and
planned amount of loans

Bank Planned amount of loangin m EUR) ‘
Alpha Bank SA 1000
Eurobank Ergasias SA 1000
National Bank of Greec& 1000
Piraeus Bank Group 1000
ProCredit 20.0
Total 420.0

Source:European Investment Fund

52 Approved to be signed early 2018
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This new EUR 260m Fundf-Funds programme launched on 22 December 2016 and managed by the
EIF, aims to boost entrepreneurship and create a lasting impact on local businesses, by attracting
private funding to all investment stages of the local equity market, ranging from entrepreneurship
steps ewen before the early stage startps up to mature expansion companie€EquiFundwill be
instrumental in unlocking the equity potential in the Greek market.

The Fundof-Funds is cdinanced by the EU through Structural and Investment Funds (ESIF) resources
from the Operational Programme Competitiveness, Entrepreneurship and Innovation 22020 and
through the European Fund for Strategic Investments (EFSI), the heart of the Commission's
Investment Plan for Europe. It is the first time that European Structurahd Investment (ESI) Funds
and the EFSI are combined in Greece.

Under this new programme, EIF is looking to invest in ypate-sector led, marketdriven venture capital
and private equity fund managers across Europe, focusing onto Greek companies. The BESIF Fund
of-Funds will support technology transfer funds in Greece and will also katlrt investments into
accelerator funds.

The new fundof-EOT AO xET |

I $ EquiFund

EIF €60m. EIB € 60m.
(€10m. Juncker Plan) (Juncker Plan)

m

T AOO 11 :OEOAA OAAOT OO j OxET Al x06Q

NSRF € 200m.

s Early Stage Venture
Innovation Window Capital Funds Window

= More Windows ...

Ay

I
i
o

SUB SUB SUB SUB SUB % SUB SUB
FUND D FUND FUND. FUND FUND FUND D

N L@ G B

?

-0
A

€ 1 billion SMEs, START-UPs, SERVICES, SPIN-OFF, SPIN-OUT etc.
to Greek companies

A O OEA O2A0AAO0AE AT A )11 1 GAf@ES té be edfablidhedkid tvo SEA CT Al EO &I O
sectors O Technology Transfer; aiming at projects and companies coming from universities, research
centresAT A 1T OEAO ET OOEOOOEITO 4EA 044 &O1T A6 xEIIT £&£ET AT AA AOOE

setting up spinoffs and spirouts, commercial exploitation of patents etc. in preeed, proofof-
concept and seed stages.

53 Sources: EIF, http://www.eif.org/what_we_do/resources/esitfund-of-fund-greece/index.htm and Ministry of Finance and
Development of Greece, NSRF, www.espa.gr
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The Acceleration Fund aims & supporting projects, teams or startups in incubators, cworking

OPAAAOR OAAETTI1 1T CU DAOEQAAMIA OGRIEE 1TA & 00 G\BO AEGD 0OMOB GHEAAAOIAUAETD
and companies in preseed, poof-of-concept and seed stages.

&1 O OEA O' AT AOAT %l OOADPOAT BOUOIS FoEb estatfidhddliino sbEA CT A1 EO £ O ¢
windows (24 funds each)O Early Stage Venture C#pl;G Growth Stage Private Equit@n both

stages, the funds that will be created are set to be investing in any kind of businesses, although the

focus will be on strategic economy sectors, ie. tourism, energgriculture, gastronomy, environment,

logistics, ICT, health and pharmaceuticals, creative industries, culture and matedaisstruction. The

unexpected high number ofapplications received by the sufunds in the growth segment show a

strong demand from the foodprocessing sector.

Venture Capital and Private Equity financing are relatively underdeveloped in Greece.

The graph below illustrates the total amount of investments in private equity companies in Greece
from 2007 to 2016.tlcan be observed that total private equity investments decreased overall during
the period under observation,reaching a value close t&EURO m in the last three years. The largest
total value of private equity investments was found in 2008, when total ipate equity investment of
almostEUR234 m was recorded.

Figure 5: Total amount of investments in private equity companies in Greece from 2007 to 2016 (in M
EUR)

250 233,7
200
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<0 40,01
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Source: Statista, 2016

There are 21 venture cagit funds in Greece (members of the Hellenic Venture Capital Associafjon
with approximately EUR1.2n under management but only few of the funds are currently open for
investment. However, venture capital investment in Greece was close t86f GDP in 2016 and,
despite the emergence of a vibrant technology entrepreneurship and financing ecosystem over the
last five years, VC activity remains extremely low compared to other European countries.

54 http://iwww.hvca.gr/
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Most of the funds that were active over the lasten years were incorporated with the participation of
TANEQ which isaiming at the development of venture capital funds supporting SMEs. Through the
TANEO funds, it is estimated that more thaBUR89.5m have been directed to Greek SMEs between
2005 and 2@ Xh AAAT OAET ¢ O1 AAOA EHoweder, albbundstof tHelTANEAT OADT 00
have reached the end of their investment period or have closed.

In the past few years (2012013), several new venture capital funds have opened their doemnd
their check books- to Greek entrepreneurs. Among them ar¢he Odyssey Ventures, First Athens,
Openfund | & 1I, Piraeus JEREMIEech Catalystand many more These four venture capital funds,
mainly through the JEREMIE program, managed funds received from thedpaan Structural funds
national sources and private contributionsamounting to EUR85m - EUR120 m. However, this recent
generation of domestic VC fundss focusedon the ICT sector, so they do not represent a potential
source of financing for the agriculral producersand agrifood processing sectors.

Indicative list of past private equity and venture capital investments in the agriculture and agri
food processing sectors in Greece

The table below provides an indicative list of private equity anenture capital investments carried
out in Greece in the agriculture and food processing sectors over the last 25 ydaven though the list
may not be exhaustive, it provides a representative sample of the venture capital and private equity
activity in the sector in previous years.

The number and amount of investments in the sector by private equity and venture capital funds has
been historically very limited, and with very few recent success storiéisis important to note that not
all of these enterpises are eligible under EAFRD.

67

TPXZX8



Table 28: A list of identified indicative Private Equity and Venture Capital investments in the Greek agriculture, food and beveragecessing sectors
over the last 25 years

Amount
Sector Subsector Acquired invested

(EURm)

Global Finance

N/A.
Chipita F&B Snack food 1992 Yes 1999
producer
25-30
Chipita F&B Snack food 1999 Yes 2006
producer
Wine and beer N/A
Boutari F&B producer 1999 Yes 20052007
(Mythos beer)
, _ 60.6>
Nikas F&B Meat processing | 2003 No N/A.
N/A.
Chipita F&B Snack food 2010 Yes 2014
producer

TANEO FUNDS

%5 Source: Mergermarket
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Amount

Subsector Acquired invested
(EURmM)
Attica Ventures Mastihashop ; N/A®
_ _ F&B Mastic gum 2005 Partial 2008
(Zaitech Fund) (Mediterra) products
1.16
Capital Connect Krocug Products F&B Saffron products 2007 Yes 2008
Kozanis producer
Attica Ventures Craft _ N/A®®
_ : F&B Beer production | 2008 No
(Zaitech Fund) Microbrewery
Alpha Ventures Kritis Gi F&B Bakery producer | 2009 No N/A
— _ N/A
Alpha Ventures P'.r aiki F&B Beer production | 2009 No
Microbrewery
Alpha Ventures Dipyrites F&B Food products | 2010 No NIA
Handakos
N/A
Alpha Ventures Biokid F&B Baby food 2010 No
producer
i N/A
Aims Funds Pgnagopoulou & Agriculture Cattle breeding | 2010 No
Management Sia

56

57
58

4EA AT 1 DAT Usbrdnt @ein &dountedtb €vér EUR 6 M. The investmentwas@&E1 AT AAA AU OEA : AEOAAE &OT A AT A OEA 40AET O ' Oi Op8 (AT AAR EO AAT AA AOOOI AA OEAO OEA £O1 ASB
Source:http://www.attica -ventures.com/news/03122007.php

1 AAT OAET ¢ Oi OEA DPOAOGO OAI AAOGA POAI EOCEAA 11 #ADPEOAI #inj dmbubtDBIOEUR B d8MEVDAdparicipadion@B0vd Ai T OOEAOOAA O OEA OEAOA AADPEOAI i £ OEA Aii PA

The investment amount was not published according to data on Pitchbook. According to the press release published on Attita/® OA 08 x AAOEOAd O4EAT EO Oi OEA AApkiddommandeadeWOET T A£OT T | OOEAA 6A1 OOOAO OE/
investment scheme of EUR 5.6 million which includes setting up a stafethe-art bottling plant that can handle 10,000 bottles per hour and modernising its current industrial beer production facilities.

Source:http://www.attica -ventures.com/news/2602-2008.php
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Piraeus TANEO Capital

Unismack

F&B

Subsector

Snack food
producer

Acquired

2011

No

Amount
invested

(EURm)

N/A

Deca Investments

Diorama Investments

Damavand S.A.

F&B

Processing,
packaging and
trading of
tomato and
peach

2016

No

7.0°°

Hellenic Capital
Partners®

Solid SA

F&B

Processing of
coffee trading
and other
consumergoods

2001

0.5

Venetis SA

F&B

Manufacturing
and distribution
of bakery and
confectionery
products

2001

0.6

59
60

Source:http://www.decainvestments.eu

Source: Hellenic Capital Partners, 2017
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The total amount invested by TANEO funds in the agriculture and food processing sectors in Greece was estimatedtisifajlowing approach:

First, the average investment amount per investment of each TANEO fund was calculated by dividing the total amount investpdrifolio companies by
OEA £O1 AGO O1 OA1 1 01 ARO 1T &£ ET OAOOI Al 08

This estimated amount was then multipliely the number of investment executed by the fund in the agriculture and food processing sectors.

Finally, these estimated total investment amounts in the sector for each fund were summed across all TANEO funds in ordiaritee a total invested
amount of all TANEO funds.

Table29: Totalestimated investment in the agriculture and agrifood processing sectors in Greece by TANEO fundger the last 10 years

Total investment in the sectors (in m

)1 OAOOI A iger®ountfntn O

TANEO Funds EUR) Number of investmentsin the sectors EUR)
Capital Connect 10" 1 1.10
Attica Ventures (Zaitech Fund) 1.50 2 3.01
AIMS Funds Management 0.65 1 0.65
Alpha Ventures 1.14 4 4.55
Piraeus TANEO Capital 251 1 251
GRAND TOTAL 9 11.82

 4eA AAOOAI ET OAOCOI AT O AiT O1 O x Avéstn@mddmbuntsine A data cohcainidy Ehs spadit idvstnend (bl &vdilghk. E
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Table30: Relevant case study Masticha Shop

First venture capitalinvestment by the ZAITECH FUND, managed by ATTICA VENTURES (a member of
Bank of Attica Group) in Masticha Shop were successfully completed in 17 May 2005. Within a short perio
of time the company managed:

1. To develop a network of 5 stores trading wer the name Masticha Shop in key locations (Chios,
Syndagma Square in Athens, Thessaloniki, Athens El. Venizelos International Airport, Heraklion Crete).

2. Develop innovative, unique gum mastibased products after many years of research and important
business partnerships with major producersz suppliers which ensure product quality. It is worth noting
that from 2003 to date 10 research programmes have been completed or are under way at 3 universities il
Europe in collaboration with the renowned R&D Depement of the EMX.

The innovative approach and business activity of Masticha Shop at all levels (in terms of its business mode
products, R&D, packaging, marketing, communication) has been confirmed by the numerous prizes anc
awards that the company has ranaged to attain (numbering more than 10 in total) in just 2.5 years in
business.

Mediterra S.A. (the company operating the Masticha Shops and a subsidiary of the Chios Masticha Grower
Association (EMX)) was established in 2002 as a result of a decisiafken by the EMX to highlight and
advertise the many possible uses of gum mastic via innovative anground-breaking products and
activities.

Existing Financial Instruments

In 2016, 38 M&A deals &UR4.4bn total value were completed, of which the five largest reachdelJR
3.8bn. The total deal value increased significantly by 230% compared to 2015, mainly driven by the
disposal of noncore assets by the systemic banks, while the average deal size ineedaby 152%6
EURL116én.

The economic uncertainty persisted in 2016 with the privatization program delayed and the second
assessment not completed as expectedhe M&A market in Greece is very shallow and the exit from
the recession is not yet visible. Themall transaction sizes and the very few international deals give
the tone. Greek companies in 2016 attracted in totBRlUR4.4bn, of which 75% referred to sales of non
core assets by the systemic bankEUR1.6bn through international traded corporate bods. In 2016,
2.4% out of total M&A value refers to industry, in which the afpod processing sector is includeéf

Based on discussions held with banks, it seems that there is currently not a strong trend towards
consolidation in the agrfood processingsector in Greece (despite a very limited number of major
deals, e.g. the meganerger between Delta and Mevgal in thelairy sector). Banks generally see
limited M&A activity among small food processing firms with turnover up 88UR2.5m. They consider
that various factors explain this lack of M&A activity among small processors. First, many small
processing firms are familpwned businesses that are typically transmitted from one generation to
the next and owners are generally not inclined to open up theihare capital. Second, there is a
cultural aspect, as owners of small processing firms are traditionally reluctant to share ownership and
control. Third, small food processing firms (with turnover up t&UR2.5 m) tend to be less attractive

2 37 OOAAd ox# 2APiI OO0 O$AAI O EI ' OAAAA TPz Wb
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to potential acquirers than their mediumsized and large counterpart, which typically have stronger
brands, stronger market awareness, are usually better organised, etc.

However, there is an empirical perception among some actors that a consolidation trend is likely to
take shape in the sector, given the highly fragmented structure of the industry in Greece. Indeed,
there is a need for small food processing firms to merge with others, in order to reach a critical mass
to compete effectively in the marketplace. This trendeems to concern primarily exporbriented
companies that are looking to expand internationally, and need to achieve such critical mass and
develop their distribution networks in order to be successful in international markets.

Supplyside actors considethat the key catalyst thatis likely totrigger increasedM&A activity in the
sector is the timing and the way in which banks will manage their portfolios of nperforming loans.

If banks decide to sell their portfolios of nogerforming loans more aggresively, this will trigger
mergers and acquisitions. This M&A catalyst is likely to materialise in the near future as banks are
under pressure to address the issue of nddAO &I O ET C 1T AT O ET TPzZi 8 "ATEOS
include specific plans with regats to the management of NPL portfolios. Given the targets set for NPL
reduction by 2019, some players consider it as likely that banks will become more aggressive in
restructuring their NPL portfolios in the next year. Given that the agdod processing ndustry
represents about 20% of the total manufacturing industry, and the large percentage of fp&nforming
entities, a more aggressive approach by banks towards the restructuring of their NPL portfolios could
trigger significant M&A activity.It is expeded by some actors that this forced M&A activity will initially
concern mainly mediurrsized and large companies.

Summary of the supply analysis

Agricultural sector and agrood processing sector are being financed in order to cover their everyday
operating needs, as well as their investment needs by two sources, which are on the one hand public
funding in the form of direct support (Pillar 1) and grants (Pillar 2), and on the other hand financing
from the traditional financial system in the form of creditards, short term, mediurdong term loans
and many other types of cdunded loans with EIB group.

Below, a summary table of total public funding (grants and direct support) disbursed on behalf of
farmers and processors over the previous @R7-2013) and current (2032020) Rural Development
Programmes.

Table31 Direct Support to agricultural and agrifood processing sector(2007-2020

CAP 2002013 CAP 2012020
(in EURm) (in EURm)
2007 N/A
2008 N/A
2009 N/A
2010 2,245.42
2011 2,392.12
2012 2,503.4
2013 2,258.73
2014 2,344.29
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CAP 2002013 CAP 2012020

(in EURm) (in EURm)
2015 1,855.3
2016 2,000
2017 2,000
2018 2,000
2019 2,000
2020 2,000
Total amount 9,399.67% 14,199.59%

5 Basedon available data by the M& The referred amountsas presened in the expost assessment of LKN Analysiblo
available data for years 20072009

5 Amounts presented on years 2016 are an average direct support disbursed annually. As derived from the interviews,
Pillar1finances EUR 1.8bpEUR2.2bn annually andié annual fluctuations of financing amounts ar@significant
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Table32 Grantsz Pillar 2 to agricultural and agrifood processing sector over the years 2002020

" Total public expenditure

Total public RDP Measure 2007 Description
expenditure | 2013 (relevant to he
(in m EUR) subject of the current

study)

RDP Measure Description
201420 (subject of

the current study) (inm EUR)

4.1 Investments aimed at| 463.8 1.21 Modernisation 450.0
improving the performance of agricultural
and sustainability of farms holdings

4.2 Investments in the| 258.9 N/A N/A N/A
processing,marketing and/or
development of agricultural
products

16.12 Creation and operation off 58.9 1.24 Cooperation for| N/A
operational groups under the development of
European Innovation new products,
Partnership (EIPs) targeting processes and
the productivity and technologies in
sustainability of agriculture, the agriculture
including investments similar and food sector
to those of submeasures 4.1 and in the
and 4.2 forestry sector

16.4 Horizontal and  vertical| 11.1
cooperation for short supply
chains and local markets an
promotion activities
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RDP Measure
201420 (subject of

the current study)

19.2

Description

Support for the
implementation of actions
under Communityled local
development strategies
(CLLD) (financial instruments
under this sub measure may
be launched independently
from of the individual CLLDs)

Total public
expenditure
(in m EUR)

296.3

RDP Measure 20067 Description

2013 (relevant to he
subject of the current
study)

41.1

Competitiveness

Total public expenditure
(in m EUR)

30.0
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The analysis of domestic financing by domestic MFIs shows that the Greek financial sector is strict
concerning loanprovisions, especially to agricultural sector rather than agnod processing sector.

The above fact in conjunction with the evolution of noperforming loans and exposures throughout
years 2007z 2016 which are gradually increased, results to the fadtat the outlook for Greece's
beleaguered banking sector remains subdued.

With regard to agricultural sector, there is a limited range of financial products with restrictive conditions
compared to other businesses and this fact is often a factor limiting @ss to finance for agriculture.
Holdings generally are not being able to access financing because they cannot comply with the terms and
conditions of the providers. For instance, agricultural holdings often have difficulties meeting the
requirements for ollateral. Also, they do not have enough regular cash flow to repay a loan consistently
(e.g. because of the dependency on weather, type of production process or market price fluctuations)
and they have delayed returns on investments (e.g. permanent cropsyompared to other sectors,
agricultural businesses have more volatile returns and lower resilience to external influences such as the
weather, commodity market price volatility, trade barriers, unexpected trade limitations, or public
concern regarding déeases.

In the context of this study, there are two key categories and four subcategories of stakeholders, who are
standing as beneficiaries of bank loans and potential financial instruments (FIs):

Producers-farmers

1 Small and large scale farmegsindividuals

1 Medium and large scale farmers in the form of cooperative or company
Processors

1 Very small and small agfood processing companies

1 Medium and Large agHood processing companies

Supply of loans over the past five years and projections for 2017 could not be calculated due to the lack of
publicly available information.

Interviews with stakeholders indicated that commercial bankduring the last seven years of the financial
crisis have become extremely riskaverse when considering financing investments for the agricultural
sector.

Besides the inability to handle financing properly from small/medium sized farmers, fieetor in general
is also criticized by banks askagh credit rik and, certainly, unstable when also depends orweather and
unstable environmental Also many farmers do not have a credit recordhe majority of individual farmers
are included tothe Default Financial Obligations System of Gre&t¢Tiresias)due to bad debts coming
from the granted loans of exAgricultural Bank and many of their properties are mortgaged.

8 http://www.tiresias.gr/en/index.html
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From the side of banks, there are high requirements in collaterals and guarantees by individual farmers,

such as business property, urban property, meg guarantees equal to the loan requested or equal to the

total investment in case of funding investments. Also, there is no common treatment to this type of

FAOI AOO OACAOAET C AT11 AOAOATI 06 OANOEOAIT ATosadiamw- AET 1 Uh OANOEOAA
of funded amount. Except from all these restrictions for the access to the banking system by the

individual farmers, interest rates are the highest 8- 8.5% among all the other mentioned categories.

Based on all these conclusions, there is kistence of individual farmers to the financial system as the

supply of financing to them is theoretical, while banks do not proceed to promotional activities in order to

communicate the existing financial products that are addressed to this category ofrfeers.

On the other hand, there are medium and large scale farmers that they operate in the form of a
cooperative or company, who have almost the same treatment as the previous mentioned category, with
slightly more favourable terms and conditions. Althoudgthere are many players in this category, that they
have achieved to build highprofile and innovative processes and products, there is high possibility of no
access to the financial system. Banking system requires collaterals and personal guaranteespefaan
guarantees of factoring. Interest rate fluctuates from 5%

The estimate of supply of loans over the past five years and projections for 2017 could not be calculated
due to lack of publicly available information.

Interviews with stakelolders indicated that commercial banks are becoming riskerse, when
considering financing investments for the agfbod processing sector. Nevertheless, the intention of
banks to finance this sector is estimated as higher in contrast with the agricultusactor.

In the agrifood processing sector, concerning small processing companies there is a more favourable
treatment by the banking system. The terms and level of funding is depending on the level of maturity of
the business, the historical records antelationship of the business with the banking system, as well as
the sales network of the businesses. Banks require own guarantees but they also take into account the
factoring and deals as guarantee for financing. There is no mentioned financial supplgtart-ups or new
companies as they are faced as riskyestments. Interest rates for financing small processors fluctuate
from 5.9/p.a.to 7¥%p.a.

Large agrifood processing companies heae the easiest access to finance compared to all previous
categories of beneficiaries. Therare no requirements of guarantees in case of loan grant and lending
rates are really favourable as vary fronf4.a.to 6%p.a.

The presence of banks to the large processing companiesviery active, as the financial system stands
adaptive to the needs of those companies by introducing new exclusive financial products.

Main outcomes

Key messages on the supply of the agfinancing:

1) There are many financial products offered to agriculturalsector by the commercial and
cooperative banks, including agrecarta, contract farming programme, working capital
financing, investment financing and cefunded and guarantee European programmes.

2) Also, the public funding to agriculture and agrifood processing sector is estimated toEUR
14,200 m for direct support andEUR463m for investments in the sector in the context of RDP
2014z 2020

3) The volume of financing for farmers expected to be offered by the banking system and could
be combined with Financiallnstruments (FIs) is estimated aroundEUR206.4m until year 2020
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4)

5)

6)

)

8)

Concerning the loans disbursed by the banks, there is a large range of collaterals anc
guarantees that commercial banks are requesting by small and big farmers in order to be
financed.

The aricultural sector is facing difficulties in accessing bank financing due to lack of
guarantees, outstanding of tax and social security liabilities, lack of historical track records in
the financial system etc.

All farmers are facing many obstacles in acesing financing of the banking system, however
small farmers have higher difficulty in comparison with large farmers.

The supply of financial products to the agrfood processing sector refers mainly to the
DOi AOAOGO i £ OEA AATEO AAI IEAARI PAEIVBOREDAGT
investment financing and many cdunded and guarantee European programmes

In agrifood processing sector, only the small processors have difficulties for access to finance
Large processors have relatively easy acss to finance as they have historical records in the
banking system and banks proceed to many efforts for financing them.
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6. Analysis of the demand of agricultural financing

Producers

Key findings related to the access of farmers tfinance (in general) and bank financing (in particular)
suggest that a large number of agricultural have only limiteat no access to financing from commercial
banks. This finding is confirmed by the online survey results, which shows that with regardsthe
financing needs of producers over the last three years (20£42017), the most common sources of
financing, used by almost half of producers, were capital/loans from family and friends%&@nd public
grants (44%%. However, although almost half of te producers appear to benefit from public grants,
irrespective of their characteristics, there are some particular types of farmers who deviate from this

DAOOAOTI 8 )T DAOOGEADI A aruiffererdidtei® A AOD X Edpdaddié BeOlessAT A O

dependent on public grants over the last 3 year§.

Except for the high degree of dependencen financing from family/friends and public grants, the survey
indicated that only few producers (less than 1 out of 5) benefited from bank loans (micro, skerm and
medium- and long zterm loans). In terms of siz&, micro, small and mediunsized producersappear to
have very limited access to all types of bank loans (micro, short, medium and kergn loans), while
larger producers appear to have access to a wider range of financial products, although they are also
dependent to a significant degree to pulit grants and family financing.

Figure 6: Financing sources used by producers within the last 3 years (262017)

Capital/loans from friends or family e ——— 4.7%
Public grants me e 44%
Capital contributions from shareholders——— ————  16%

Micro-loans m——— 15%

Short-term bank loans m—— 9%

Medium and long-term bank loansss 8%

Private Equity or buyout fundsmmss 5%

Loans guaranteed by a public or private entitym 2%
Bank guaranteesm 2%
Leasing ® 1%
Business Angels 0%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

Source: Survey results
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The table percentages refer to the frequency of selection of each financing source, since the survey respondents could use
i TO0A OEAT 11 A 1 b0Hasiydr bésinesuerkfitell Gofn@u@Etie folloding sources of financing over the

lastthreeyears8 8 1 OAOOEI T 1 POET 1

Oi OEAO £ET AT AET ¢ O1 O0AAOGS
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Farmers who do not exhibit premium quality characteristics (i.e. premium branding, designation of origin, andiganic

certification)
See Annex 14 Presentation of Survey Results

Micro producers (UAA less than 2 ha), Small producers (UAA 2 to 4.9 ha), Medium producers (UAA 5 to 20 ha), Large

producers (more than 20 ha)
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applications for most financing products except public grants. In particular, although 2 out of 3 producers

were partially successful/successful when they applied for public grants, the vast majority of them could

hardly obtain any other financing product, since approximately four out of five applicants were

unsuccessful for all types of products, irrespective of their size. Overall, it appears that even when they

manage to have access to the banking system, the most accessible product s thicroloan (up to

EURTXhPPPQqh AOO OO6EIT T1T1U0U A O zxYy 1T &£ OOOOGAU OAOPITAAT 608 )1 OE
access to the banking system is extremely limited, irrespective of their size class.

Figure 7: Success rates of obtaining financing products during the last three years (2062817)

Capital/loans from family or frien cl |
Other financing sources I
[ FLAGEE O2y iNROdziA2yad mssstehhkibsieteinRSabmms 2.6y SINEw2:F ( K
Public grants
Micro-loan (< 25.000 euros) _—
Short-term bank loans (< 1 yearjm——
Private Equity or buyout fundsm—m—
Venture capital EE——
Loans guaranteed by a public or private entiiymm—
Leasing mmmm—
Bank guarantees (including letters of guarante

Medium and long-term bank loans (> 1 yeanm—

Business Angelsmmmm

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Successful m Partially Successful m Unsuccessful

Source: Survey results

4EEO EETAETC EO A1 OI AiT1 OEOOAT O xEOE OEA ET OAOOEAxO8 £ET AET cOh
become highly selective in lending eveto healthy agricultural businesses, due to the economic crisis,

explaining the limited access of agricultural holdings to loan financing from commercial banks.

Concerning the demand for financing withi the last three years, more than half of the producers (%9
sought for amounts up toEUR25,000, while 1%of them asked for amounts higher thare UR100,000. In
particular, micro and small producers sought mainly for amounts up EJR25,000, while the najority of
the medium and large producers sought for higher amounts. Financing needs for more tfEwWR250,000
were very limited across all size classes%#6f all respondents irrespective of their size).

Table33 Distribution of producers per size class and financing sought (202017)

Amount categories in thousand EUR small medium large Total ‘
0to 25 65% 66% 47% 18% 59%
26 to 100 2% 26% 39% 45% 29%
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Amount categories in thousand EUR 7 7  medium

101 to 250 4% 2% 13% 27% 7%
251 to 500 2% 4% 0% 9% 3%
501 to 1,000 2% 2% 0% 0% 2%
over 1,000 2% 0% 0% 0% 1%

Source: Survey results

In terms of growth phase (Table 31), the majority of the producers (more than 50%) across all size classes
sought for amounts up toEUR25,000, while the rest of the producers, sought for financing up tBUR
100,000, which illustrates that the development phase is not an important factor influencing the financing
needs of the producers, since only a limited number of producers in paseation, maturity and
development stage would ask for financing higher thaBUR500,000.

Table34: Distribution of producers per growth phase and financing sought (201-2017)

Amount Growth phase

categories in

thousandEUR  |nitiation | Creation Post Development Maturity Reorganisatio Takeover
creation n / transfer

0to 25 54.5% 66.7% 66.7% 57.6% 54.8% 56.8% 70.0%

26 to 100 36.4% 33.3% 14.8% 30.3% 25.8% 29.7% 30.0%

101 to 250 4.5% 0.0% 7.4% 6.1% 9.7% 10.8% 0.0%

251 to 500 4.5% 0.0% 3.7% 0.0% 6.5% 2.7% 0.0%

501 to 1,000 0.0% 0.0% 3.7% 6.1% 0.0% 0.0% 0.0%

over 1,000 0.0% 0.0% 3.7% 0.0% 3.2% 0.0% 0.0%

Source: Survey results

It should be noted that, the type of farming was not a decisive factor for the amount of financing sought
over the last 3 years too. Indeed, all farmers irrespective of the type of farming (crops/ animal farming)
sought mainly for amounts lower tharEUR1M,000 (only 11% of crop farmers and 15% of animal farmers
sought for amounts higher thanEUR100,000).

The main purpose for asking financing in the last 3 years was by far for the purchasing of equipment or
intangible assets (62wf producers), while almos 1 out of 3 producers had also asked financing in order to
finance working capital (3% or purchase cultivable agricultural area (31 Noticeably, only 3.600f the
producers needed financing in order to ensure refinancing of debt or financial obligatfn
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Figure 8: Purpose of financing sought within the last 3 years (2032017)

Purchase of equipment or intangible asse SN 62%
Finance working capital I 37%
Purchase of cultivable agricultural are S 31%
Other needs NS 25%
Purchase of production spacdlllllliil 21%
CAYylyOS LINR2SOG4a (2 RSoSHEEmEN 18%00A JAGe 02y OSNYAy3
Improve energy efficiency of your busineSSHIEEEEE 16%
Launch a new product / serviccllll 12%
Rent machinery/equipment [l 9%
financing cooperation projects to reduce the val{uElllll 8%
Purchase of livestockilililill 7%
58St 2L AYUSNYyFaGA2y |t 1m0l 8%AGASa k SyaSNI I+ ySg YI1
Finance R&D and innovatiori 5%
Ensure refinancing of debt or financial obligatioriéll 4%
Purchase of office ll 3%

Acquire another company / transfer ownershifll 3%
0% 10% 20% 30% 40% 50% 60% 70%
Source: Survey results

In terms of size, the majority of small and micro producers, except for the purchase of equipment, had
minor needs forfinancing, while large producers needed also financing for the purchase of land%43he
purchase of production space (48 and the finance of working capital (4%.

In terms of growth phase, except for the purchase of equipment, producers at the intiian (43%, post-
creation (42% and development phase (4% also needed financing for the financing of working capital.

However, it should also be noted that financing needs may vary, according to the farming type of the
producers, since more than halffahe producers which are active in crops (61%) sought for amounts up to
EUR25,000, while 45% of the livestock producers had financing needs ugtiR25,000 and 40% of them
sought for financing fromEUR26,000 to EUR100,007°.

In generl, 3 out of 4 producers obtained within the last three years financing up E8JR25,000, while
only very few of them (around 7%), obtained amounts higher th&tR100,000. The comparison of the
percentage of the farmers who sought for financing up t&€UR25,000 (59% with the percentage of the
farmers who obtained financing up toEUR 25,000 (73% implies that the that applications for higher
amounts could not be satisfied. Especially for micro and small producers (more thar¥8# the

° SeeAnnex 14 Presentation of onine survey results
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producers), financingdid not exceedEUR25,000. The majority of medium producers also received micro
amounts of financing, while 1 out of 3 also received amounts upE®&R100,000. On the contrary, large
producers appeared to have easier access to higher amounts of financiemce they received mainly

amounts betweenEUR100,000 andEUR250,000 (4%/4of those who received financing).

Figure 9: Ranges of financing obtained in thousand EUR, within the last 3 years, per size class (2014

2017)

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

88%

81%
75%
58%
45%
369
32%
15% 189 18%
11% 11%
3% 09 lO% 2% l 0% I 0% %
- _— [ |

micro small medium large Total

m0to25 m26to100 m101to 250 m251to 500 m501 to 1,000

Source: Survey results

These findings clearly demonstrate that producers financing, irrespective of their characteristics (size,
I x AAAAOOEA

growth phaseetc.), is limited to micreloans EURT Xh PPPQh EAOET C

financing. The survg analysis further supports this view, since it appears that the main source of financing

1%

obtained from the vast majority of the producers within the last three years, was through grants/subsidies
(7M. Thus, it is clear that the most accessible sourcefofancing for the producers is grants. However,
the average amount of the aid does not exceed in most of the casE®&)R20,000 for micro and small
producers’?

Table35 Types of financing obtained by producers within the last 3 years (202017)

Medium Large

Debt (all types) 1% 186 32% 45%

18%

" Sectoral analysis shows, however, that more than half of the producers in animal farming, received financing higher than EUR

25,000 over the last 3 years. Moreover, average financing obtained for animal farming producers is relathigher to those
obtained by producers in crop farming.
2 Annex 14z Presentation of online survey results

73 Column percentages refer to frequency of selection do not sum to 100%, since respondents could reply for more than one

types of financing. Therequencies are derived from the respondents who referred in specific amounts of financing in their
answers
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Grants or subsidies 76% 7% 7% 91% 7%

39% 3% 3% 36% 36%

Equity finance (all types)

Source: Survesesults

In terms of obtainability of financing within the last 3 years, further analysis was applied in relation to the

debt financing obtained during the last 3 years, and more specifically the degree of obtainability of the

requested financing for produers, which is calculated as the amount of financing obtained as a

DAOAAT OACA 1T &£ GEA AiT1 0616 T &£ EET AT AET C OI O6CEO AU DPOI AGAAOOS
access to the banking system, since less than 1 out of 5 producer8)(ti¥anaged to recere the whole

amount they sought. In particular, more than 88of micro and small producers received up to half of the

financing they had asked for. Even though obtainability rates for mediwsized producers were higher

(almost 33%, the results validated hat irrespective of the size class, most producers had difficulties in

covering their financial needs through debt financing.

Figure 1Q Obtainability of financing for producers within the last 3 years (201-2017)

ol | B
ey A—
mecium |
smal. |
micro

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m0-25% m26%-50% m50%-75% = 75%-99% m100%

Source: Survesesults

However, it should be noted that the type of farming, appears to be an important factatifferentiating

the obtainability of loans. In particular, although producers in animal farming appear to have received
equal amounts of financing to those thy sought across almost all ranges of amounts higher th&UR
500,000 are exempted), producers in crops received lower amounts of financing compared to those they
initially sought, since only 16% of them received financing higher tHadR 25,000, although28% had
sought for financing betweenEUR25,000 andEUR100,000.

Table36: Ability to obtain financing for producers within the last 3 years (2012017) per sectar

\
—_

Animal Farming Crops
Rangesin | Sought Obtained Sought Obtained
thousand
EUR
0z25 45.0% 47.0% 61.0% 77.0%
267100 40.0% 40.0% 28.0% 16.0%
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101250 0.0% 7.0% 7.0% 5.0%
251-500 5.0% 7.0% 3.0% 0.0%
501z 1,000 5.0% 0.0% 1.0% 1.0%
Over 1,000 5.0% 0.0% 1.0% 1.0%

Lastly, with regards to the level of the financing gaps (financing soughtfinancing obtained), it seems
that overall, the unsatisfied demand was in most cases up BUR 25,000, while one out of three
producers has unmet financing needs betweelBUR26,000 andEUR100,000. Higher financing gaps were
mainly observed for large producers (#@had gaps higher tharEUR100,000) and producers at the post

creation phase (30f the financing gaps higher tharE UR100,000Y*.

Figure 11Ranges of financing gaps (sought but not obtained) (2012017)in thousand EUR)

overlm M 1%
501to 1,000 W 1%
251t0 500 N 4%
101 to 250 NN 8%

26 t0 100 N 33%

01025 I 53%

00% 10%

Source: Survey results
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Interviews with farmers have shown that Greek farmers feel discouraged when seeking for finance, since
they uaually experience a decreased willingness and lack of support from commercial banks to provide
financing. This perception of the farmers possibly creates hidden demand for financing, especially for new

farmers, who are confronted with the zperceived unwillingness of banks to provide loans that will

facilitate their investment plans.

With regards to this finding, the survey showed almost two out of three farmers, within the last 3 years,
had planned but not applied for debt financing (all types), confrminQEA ET OAOOEAx OB
50%o0f the producers, avoided applying for grants/subsidies, while. Moreover, almost one out of four
producers, did not apply for equity financing.

7 Annex 14 Presentation of online survey results
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Figure 12Percentage of selection of types of financing that were avoided within the last 3 years (2014
2017)

80%

70% 68%

60%

50% 47%
40%

30% 23%

20%

10%

0%
Debt (all types) Equity finance (all types) Grants or subsidies

% selection

Source: Survey results

In terms of amount of the financing that was avoided, in most cases, it reachetdR25,000 and hardly
exceeded the limit of EUR 100,000, since only 7%of the survey respondents declared that avoided
financing higher thanEUR100,000.

Additionally, it is highlighted that for grants/subsidies, the average amount that producers intended to
seek (aroundEUR75,000) was on average sigficantly higher than the average amount obtained from
grants (aroundEUR20,000) and the average amount sought from grants (arourlBUR46,000). This could
potentially reveal (the fact that the amounts obtained are quite lower than the amounts sought) tie
inability to cover their own participation.

In terms of reasons for unsuccessful loan financing, a useful finding from the interviews with farmers

£l 0l A0 1 COEAOI OOOAT "ATE j! cOi OEEE 40APAUAQh xEEAE [ AU DPAOOI U
penetration to the banking system, since farmers had lower interaction with other commerciarks. In

DAOOGEAOI AOh EO xAO T AT OGETITAA AU 17100 T £ OEA EI OAOOGEAXxAAO OEAO .
relation to loans granted in previous periods, mainly by the former Agricultural Bahk

%IAADPO £ O OEEORh AAOI AOOSimpAram 2dsanCdk their@iritd sicEeBsite 1T 1 OEAO 11 A

enter the banking system was the economic crisis, since banks have mostly stopped lending money, even
to healthy businesses. Moreover, it was also reported, that banks do not make clear to farmers the terms
anA AT TAEOQCEITO &£ O 1ATAET ¢ AT A OEAO OEAOA EO 1 AAE 1T &£ EAEOT AGO

> Regardingthe former Agrotiki Trapeza opinions are mixed, but the one that prevails is théiet agricultural sector needs the
OOAOABO O00OPDPI OO AT A APOOA ATl &£ 00 OEI OI A AA pOi OEAAAR OEOO A "ATE AAAEAAOGAA
towards the sector than the others (an Agricultural Bank) should operate in Greece.
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exchanges with the banks. In general, Greek farmers appear to feel discouraged, since they usually
experience a decreased willingness and lack of supporbifin commercial banks to provide financing.

Furthermore, lower level of education on financial matters leads to the phenomenon of asymmetric

information in the sector. For instance, though farmers report great needs for financing, many of them

state that they are reluctant in entering the banking system because they feel insecure, since the

AT TETAT O PAOAAPOEIT AiiTi1¢ OEAI EO OEAO AATEO OAI OAO OEAEO DOI PA
between banking and the agricultural sector is the perception for exdme bureaucracy. Indeed, most

farmers are not able to fully understand the requirements of the banks and they perceive it as an obstacle

created from the finance sector in order to prevent them from entering into the banking system.

Supplementary to the those findings by the interviewsfurther analysis carried out in the context of the
online survey®, provided additional explanation to the reasons leading to unsuccessful bank financing for
farmers. In particular, according to the figure below, almost hatff the producers mentioned the lack of
own equity as the most important reason for unsuccessful applications @71t is important to note that
high interest rates, had been a rejection reason for only 1 out of 3 producers (especially large producers
439%, although the majority of the respondents stated that interest rates have increased within the last 3
years. Other reasons play a lower role as reported by the survey respondents.

Figure132 AAOT 1 O &I O £A O shubrbdtainkngd I6adn thanding0 OA A A O

Lack of own equity capital A47%
Other conditions of the loan were unacceptabld 36%
Interest rates were too high 32%
Insufficient guarantee 23%
No reason given 14%
No/poor credit history 13%
Already too much debt 7%
Bad credit history 5%
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

frequency of selection

Source: Survey results

yl OAOI O 1T &£ 1 AET 1T AOGOAAT AG O ACOEAOQI OO0OAT ¢cOi xOEh Al OE OEA 00O
that excessive taxation (and constantly changing tax laws) is the most important factor limgi

agricultural growth (for 59%of producers). In particular, in the context of interviews it was stated that for

farmers there is an increasing credit crunch due to more aggressive measures taken by the state to collect

AAOI AOOBE OAQ@ AdbiltiesOl AEAT OAAOOEOU 1 E

8 the frequency of selection of the reasons that were related to unsuccessful applications for loan financing of the producers
within the last 3 years.

88



The increasing cost ofabour is important for only 1/3 producers (83, while the 3% most important factor

is the small size of agricultural holdings (28selection frequency). These results, demonstrate that
excessive taxation is a limiting factor for the majority of producers, while the rest of the factors apply to
only smaller certain groups of producers.

An initial indication of the relevance of the financing products to the needs of the farmers, derives from

the interviews with the farmers and the focus groups, which showed that farmers are unsatisfied with

bureaucracy and difficultyof securing collateral for loan finance. This implies that the development of

microfinance might greatly aid farmers with low accessibility to finance, who often require smaller

amounts, and up to now relied for collateral on guarantees and familiar netvks that are not attractive

01 AATEET C ET OOEOOOEITO )y T OAOOEAXxO8 £ET AET CcO AOA AT 1 OEOOAT O xE
for microHoans financing for producers of all size classes @8f total respondents).

Moreover, except for microfinancing, interviews showed that the main financial needs of farmers

concern:

1 Shortterm needs for the financing of working capitat mainly for the purchase of agricultural inputs
(up to oneyear loans, typically from 10,000 t8 UR25,000Y”

f Mediumdong term needs’ related to investments, mainly for equipment purchases (machinery) or
fixed investments (plant extensions, land purchase, etc.)

For the coverage of this needs, apart from micdoans, which were already mentioned, farmers also

consider as relevant typ of financing, the financing from public grants (almost %&f the producers who

replied to the survey). As far as the relevance of other banking products, is concerned, some producers

regard that medium and longierm loans can also cover their needs (fdk1 I T 00 6 T £ OEA DPOT AOAAOOQh xEEIT A
approximately 20% of the producers thinks that shaerm loans are relevant to0. It should be noted that

loans from family/friends remain a relevant source of financing for %&f the producers.

7TYyI pOOO xEEAE Ail OOEOOOA EAOI A0SO UAAOI U TAAAO AOA EAOOEI EOAOOR xAOAOR CAOR A
8 The averagaluration of the loans that meet these needs is around 8 years.
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Figure 14 Relevant sources of financing for producers

Public grants I 7 7%
Micro-loan (< 25.000 euros) I 49%
Capital/loans from family or friends IEEE——————— 42%
Medium and long-term bank loans (> 1 year) i 27%
Other financing sources I 25%
Loans guaranteed by a public or private entity EE——— 24%
Short-term bank loans (< 1 year) mmmmmm 21%
Leasing mmmmmm 16%
#ADEOAIT AT T OOEAOCOEIT O i QHAOAET 1 AAOO j 1 xT AOO
Business Angels mmE 11%

Private Equity or buyout funds Wl 8%
Bank guarantees (including letters of guarantee) 7%

Venture capital funds Il 7%

0% 20% 40% 60% 80% 100%

m frequency of selection

Source: Survey results

Lastly, concerning the relevance of bank financing to farmers it should be noted that, further to the
relevance of particular financing products, it is also important to coidgr the expressed need for low
interest rate, low collateral® and long maturity instrument when considering instruments in the form of
loans.

79

Interview findings show that traditionally, farmers and very small and small processors in Greece have primarily been fidance
through banking institutions with personal guarantees or collatal. However, in light of the recent banking crisis, they have
entered into a new, unknown area of limited access to this customary form of financing. There is currently a lack of finance
and complete lack of formal bond market making it more difficult fothe demand side to access finance. The need for such
markets means policy makers should consider deploying a set of policy instruments at both the demand and the supply side.
The use of guarantees has, in the recent past, worked as an important providéthe necessary guarantees to be able
to acquire finance. The traditional guarantee system of Greece depends on family and other personal contacts to guarantee
loans. Loans were often provided on lower collateral if sufficient personal guarantees wemeplace by persons that the bank
considered trustworthy. In fact, for the cooperative system, personal guarantees of members of the cooperative were
expected prior to the provision of the loan. While taking into account that correlation is not causationisi clear that the high
dependence of Micro enterprises in loans is related to the ability of these companies to use these personal guarantees if the
family and social circle to provide collateral for the bank. This system of personal guarantees wakeusevere stress during
the financial crisis, as many guarantees were called in to cover fpamforming loans prior to securing the collateral. This has
led to banks being less willing to accept personal guarantees, as well as to individuals being lelisgvto provide such
guarantees. Thus the ability of the sector to access finance has been affected by the reduction of the important (and the
supply) of personal guarantees.
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The financing needs of the producers for the next 12 months, in terms mitential use of financing
products, are expected to be covered in a significant degree by public grants (88Blection frequency),
while almost one out of three producers is expected to use mictoans. The order of the selection of the
financing produds to be used within the next months by the producers, follows in a significant degree the
order of the relevance of the financing products mentioned abové-igure 14, validating thus that public
grants, bank loans andorrowing from friends and family are the most relevant sources of financing for
producers and only few of them are interested to make use of other bank products.

It is should be mentimed that regarding the potential use of equity share in exchange of equity financing,
as indicated by the online survey, 2&®f the producers would be willing to provide equity for financing.

Figure 15 Willingness to provide shaes to an investor in exchange for equity financing

Source: Survey results

However, the willingness may vary for different categories of producers. For example, potential use of
equity financing is higher for producers in animal farming (32% of the proelrs), differentiated producers
(29%) and especially farmers with a more innovative (60%) or growtiented profile (49%5°

In terms of amount of financing that is expected to be sought in the next 12 months, 3%df the
financing will be up toEUR25,000, while more than 80% of the survey respondents will not ask for
financing higher thanEUR 100,000 (especially micro producers will be limited to financing up EUR
100,000) and only 10% of the producers will seek for financing higher tBaiR250,000%%

80 Refers to producers who intend to use financing in order to finance a) theutech of a new product or service, b) R&D or
innovation projects, c¢) internationalisation of activities, d) initiatives aimed at shortening the supply chain
81 Annex 14 Presentation of online survey results
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Figure 168 Ranges of financing needs within the next 12 months

overim M 1,3%
501k to 1m I 4,4%
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Source: Survey results

Financing needs for most of the producers, appear not to differ significantbetween different sectors,
with some exceptions In particdar, the needs of animal farming producers, as well as the needs of
innovative and growthoriented producers, appear to be significantly higher for the next 12 months, as
indicated inTable37. Moreover, producers whose financial situation improved within the lafitree years
are also more likely to ask for financing higher tha®dUR250,000, compared to producers whose financial
situation deteriorated.

Table37: Financing to be sought within the next 12 months

Ranges in thousand EUF Innovative Growth- Animal farming Better financial| All producers
Profile oriented profile situation
0-25 17.0% 33.0% 38.5% 26.0% 54.5%
26-100 50.0% 27.0% 38.5% 32.0% 27.8%
101250 0.0% 13.0% 0.0% 5.0% 7.6%
251-500 0.0% 3.0% 7. 16.0% 4.4%
501z 1,000 33.0% 17.0% 7. 16.0% 4.4%
Over 1,000 0.0% 7.0% 7. 5.0% 1.3%

As far as the reasons for obtaining financing ancerned in the context of the interviews and focus
groups it was reported that many Greek farmers are attempting to turn to processing, bottling, and
exporting their products themselves, since a surplus value is added to their agricultural products when
they process them, so they can make a bigger profit. Many farmers are also attempting to create websites
to sell their products online, in that way they promote their own products and take more of the profit
margin than big supermarkets. Farmers may also have attdiial financing needs due to the fact that they

T

ET 6A6O ET OEA Al OAOAOEIT 1 4&# OEA AEOOOEAOGOEIT 1AO

production as well as application of new methods in the value chain, generate needs for investmeats t

Supplementary to these findings, survey data reveal additional reasons for obtaining financing, such as
the purchase of equipment and intangible assets (as per 38 the producers) and financing of working
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capital (44.35%, while producers in the iitiation, development, and reorganisation phase, also are very
keen in obtaining financing in order to acquire cultivable laffd

The expected demand for micrdoans, shortterm loans, medium andong term loans, equity financinf,
calculated for the total population of producers in Greece per size class, is as follows:

i Micro-oans

The quantification of demand for micrdoans is expected to range in total fronfEUR928m (lower bound)

to EUR1,025m(upper bound). The majority of the financing is expected to be sought from micro
producers, while the total financing needs of small and medium/large producers appear to be in similar
levels.

Table38: Total estimated micreloansfinancing for the next 12 months in million EUR

Size Lower bound Upper bound
Medium & Large producers 267.2 295.3
Small producers 272.6 301.2
Micro producers 387.8 428.7
Total 927.6 1,025.2

Source: Survey results

i. Shortterm loans
4EA NOAT OEEEAAOQET 1T 1 [ -+teinklbaAd inlicares tiat the dotalldéiaddis@rpeced | O O
to range from approximately EUR450m to EUR500m. This implies that shoferm loans, in terms of
demand for financing, are less important compared tmicroloans, which appear to be more relevant for

the majority of the producers (especially for micro producers as indicated above). In that sense, as
indicated by the quantification, 4/5 of the viable demand concerns mainly small producers.

Table39: Total estimated demand for shoriterms loans for the next 12 months in million EUR

Size ‘ Lower bound Upper bound
Medium & Large producers 44.3 49.0
Small producers 372.2 411.4
Micro producers 39.3 43.4
Total 455.8 503.8

Source: Survey results

Annex 14 Presentation of online survey redts

For the identification of the needs of theproducers, the survey results on financing needs for the next 12 months were
extrapolated to the total population of the producers. Methodology described on detaAnnex Bz Calculation of the demand
for the next 12 months.

Estimation for venture capital and private equity financing
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iii. Medium & longterm loans

The estimation of the demand for the next 12 months is expected to range betweedR1,050m andEUR
1,160 m, indicating a relatively high demand for medium and ldagn loans. As illustrated in the table
below (Table40), the biggest proportion of the total estimated demand is expected to be sought from
medium/large producers (around 40%). This implies, that average demand per producer is higher for
medium/large producers and consequently this kind of financing is more relevant for them. Moreover, this
finding also implies that for micro enterprises, this type of financing widlless relevan.

Table40: Total estimated demand for medum/long-term loans for the next 12 months in million EUR

Size ‘ Lower bound  Upper bound
Medium & Large producers 437.7 483.8
Small producers 348.2 384.8
Micro producers 265.9 293.9
Total 1,051.8 1,162.5

Source: Survey results

iv.  Equity financing
001 AOAAOOGS AAI AT A &1 O ANOEOU A&EET ATAETI ¢ xAO 110 AOOEI AGAA
most relevant types of financing for producers. Moreover, future needs on equity financing do not appear
to be representative across all sizelasses.

>
(@}

Processors

#1 1T AAOTET ¢ OEA &AETATAETC TAAAO T &# OEA DPOT AAOGOT OOh ET OAOOEAxO

categories of processors. In particular:
1 Small processors, with insufficient access to the financial system

1 Small but dynamigrocessors in the initiation phase trying to differentiate. This sudategory is divided
into those that having a strong relationship with the banking system and those who are in their
initiation phase and are not visible to the banking system.

1 Medium ard large processors, who usually are more visible to the banking sector.

In that context and taking into consideration that the vast majority of processing firms amicro and
small enterprises (9%5% according to Eurostat data), it is subsequent that masftthe processing firms
have not easy access to the banking sector.

This is also confirmed by the survey results, which showed that processing firms mainly benefited within
the last 3 years from capitals contributions of their shareholders (3%6 loansfrom family and friends
(36.9% and public grants (31%. This, moreover, reveals that overall there is no prevalent type of
financing for processing firms, which make use of a wider variety of financing products (except for
business angels and venture pital funds®). In that sense, although many processing firms have limited

% No replies were received with respect to these financial sources.
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access to banking products, there are also companies, which have benefited from loans within the last 3
years.

In terms of size, micro enterprises relied mostly on family/friendimancing and capital contributions of
the owners. Small enterprises mainly relied in three types of financing: shentm loans (81.8%, public
grants (54.9% and medium and longerm bank loans (45.%). Medium and large companies, except for
bank loans,also benefited from other sources such as leasing.

It should be noted, that in terms of type of product (sector), half of the livestock processors benefited
from micro-loans and 30% benefited from bank guarantees. Crop processors mainly benefited fronkba
guarantees (37%) and leasing (35%).

Table4 Financing sources used by processors within the last 3 years (202017)

Public grants 28.9%6 | 54.9% 50.0% 0.0%
Other financingsources 6.2% 9.1% 0.0% 0.0%
Capital contributions of shareholders (owners of the business) 37. % 36.4% 0.0% 0.0%
Business Angels 0.0% 0.0% 0.0% 0.0%
Capital/loans from family or friends 40.0% 0.0% 0.0% 0.0%
Venture capital funds 0.0% 0.0% 0.0% 0.0%
Bank guarantees (including letters of guarantee) 6.2% 18.2% 50.0% 100.0%6
Leasing 6.9% 0.0% 75.0% 50.0%
Loans guaranteed by a public or private entity 3.2 9.1% 0.0% 0.0%
Micro-4oan (< 25.000 euros) 15.% 0.0% 0.0% 0.0%
Shortterm bank loans (< 1 year) 13.8% 81.8% 50.0% 50.0%
Private Equity or buyout 5.4% 0.0% 0.0% 0.0%
Medium and longterm bank loans (> 1 year) 1886 | 45.5% 75.0% 50.0%

Source: Survey results

The fact that processors, compared to producers, have easier penetration to the bankgygtem, is also
confirmed by their success rates in receiving financing. In particular, they appear to be at least partially
successful in receiving financing through loans (success rate betweel®®&@d 5P4or all types of loans).

In terms of size, one otiof two micro firms have successfully obtained a micro loan over the last three
years. However, success rates were relatively lower for other types of loans and especially medium or
long-term loans (436success rate). In addition, small firms, appear tabve very high rates of success in
obtaining micro and short loans, while only one out of three firms has successfully obtained a medium or
long-term loan over the last 3 years.

Financing through public grants is also a very successful way of obtainingriziag for processing firms,
since more than 60wf the processors, irrespective of their size, are successful in obtaining public grants.
Concerning private equity and venture capital financing, as well as the use of business angels, processors
have stilllow success rates.
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Figure 17 Success rates of processors in obtaining financing products during the last three years (2014
2017)
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Source: Survey results

Concerning thedemand for financing within the last three years, almost $®f the processors sought for
amounts from EUR25,000 up toEUR100,000, while almost one out of three asked for amounts higher
than EUR250,000 (around 1%oof the processors sought for amounts Ilgher than EUR500,000). This
clearly indicates that processors had different financing needs in terms of amounts, compared to
producers, who mainly sought for financing up t&UR100,000.

In terms of size class, micrprocessors had sought mainly for amous EUR26,000 to EUR250,000 (5%6
of them), while small, medium and large companies had significantly higher financing needs, as shown in
Table 42,

Table 42: Financing sought within the last 3 years

Amount categories in thousand EUR ‘ Micro ‘ SIE ‘ Medium-sized Large Total

0to 25 16,06 9,1% 0,0% 0,0% 14,9%
26 to 100 37,6% 9,1% 0,0% 0,0% 34,0%
101 to 250 20,8% 0,0% 33, 3% 0,0% 19,%
251 to 500 15,2 9,1% 0,0% 0,0% 14,26
501 to 1,000 5,6% 27,3% 0,0% 0,0% 7,1%
over 1,000 4,8% 45,%% 66,7%0 100,00 10,64

Source: Survey results
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In terms of growth phase, most of the processing companies irrespective of their growth phase sought
EUR26,000 to EUR250,000 over the last three years, except for firms in maturity and reorganisation
phase (the majority of these firms sought for financing higher thagUR100,000).

Table43: Financing sought by growth phase

‘Growth phase

FmEIIEETETES I (erEa Initiation Creatiol Fost . “DevelopmeniMaturity Reorganisatior Takeove

EUR Creation

0 to 25 0.0% | 16.6 16.0% 20.9% 9.4% 14.3% 0.0%
26 to 100 0.0% | 33.2% 44.0% 38.%% 28.% 28.6% 50.0%
101 to 250 0.0% | 16.26 16.0% 15.4 15.66 28.6% 50.0%
251 to 500 50.0% | 0.0% 12.06 15.% 12.86 17.% 0.0%
501 to 1,000 0.0% | 0.0% 8.0% 0.0% 15.66 8.6% 0.0%
over 1,000 50.0% | 33.3% 4.0% 10.3% 18.8% 2.9% 0.0%

Source: Survey results

AnaIyS|s by type of product showed thativestock processors sought S|gn|f|cantly higher amounts of
AET AT AET ¢ OEAT AOT P08 DOT AAOOI 008 )1 DPAOOGEAOI AOh AT TT0O006 TTA T &¢
higherthanEURXPPRAPPPh AT T DAOAA 61 1110 zwp A O AOI DOS POI AAOOI 008

With regards to thesefindings, it has to be noted that financing was sought mainly though debt @Ror
equity financing (5@%, while 40%wof the processors sought financing through grants/subsidies.

Regarding the purpose of the financing sought, there were two main reasong fmost of the processing
firms, related to the seeking of financing: the purchasing of equipment (@2and the financing of working
capital (53%. This finding reflects mainly the situation for micro firms, since small, medium and large
enterprises do notregard the financing of working capital as a priority.

In terms of growth phase, it should be highlighted that more than 4@of enterprises in development,
maturity and reorganization phase seek financing in order to refinance debt or financial obligations

Regarding the amounts obtained by the processing firms within the last three years, 2 out of 3 processors
received up toEUR100,000. This shows that although demand for amounts of more th&UR100,000
was higher, applications for sut financing could not be satisfied, resulting in the acquaintance of lower
amounts of financing EUR100,00). Especially acquaintance rates for financing frddR100,000 toEUR
1,000,000 were lower compared to those of financing sought.
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Figure 18 Financing obtained/ financing sought per financing size category
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Source: Survey results

In terms of size classnore than 60%of micro enterprisesobtained financingup to EUR100,00Q while the

majority of small and medium enterprises obtained financing of ovElUR1 m. In terms of growth phase,
except for firms in the maturity phase, which obtained financing higher thalJR100,000, the rest of the
processing companies irrespectivefdheir growth phase obtained up toEUR100,000 over the last three
year$®. Moreover, it shouldbe pointed out that 27% ofivestock processorsobtained financing higher
than EUR500,000.

From the analysis it appears that the main source of financinbtained, was through equity financing
(55.310f the processors benefited from equity financing). However, the totaEUR39 m out of EUR59m)
and average volume obtained through debt financing was significantly higher. In total, financing through
debts equals to 6P%0of the total financing obtained. In terms of size, average financing of micro, small and
mediumssized businesses was approximateBUUR200,000,EUR1.2 m andEUR2.8 m respectively, while in
terms of growth phase average financing amounts of d¢s to the businesses of development and
maturity and reorganization were abouEUR0.4 m andEUR1.2 m respectively (4%of the debt financing
was directed to firms in the maturity growth phase). In addition, as indicated in the table below, only
58.2/0of the total amount sought by processing companies from grants/subsidies was obtained by them.

Table44: Financing obtained by type

0,
Total amount per - average amount % of amount

Types of financing % selection financing type obtained per obtained
obtained . fi . (obtained /
(in EUR) Inancing type sought)
Debt (all types) 47. 2% 39,579,100 682,398 73.8%
Equity finance (all types 55.2% 12,334,717 181,393 86.3%
Grants or subsidies 32.% 7,268,617 181,715 58.2%0
All types 100% 59,182,434 481,158 73.68%

8 Annex 14 Presentation of online survey results
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Source: Survey results

Further analysis was carried out with regards to the obtainability rate of debt financing for processors,
measured as the debt financing amount obtained as a percentage of the debt financing amount sought.
Almost 40%eceived the whole amount of financing they sought, while the majority (%6f processors)
received less than half of the financing amount sought. However, this finding mainly applies to the micro
enterprises, most of whom were confronted with difficultiesn covering their demand for debt financing.
Findings indicate that most of the small firms obtained the whole amount they sought, while all medium
sized processors were successful in covering their needs.

Figure 19 Obtainability of financing for processors over the last 3 years (202917)
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Source: Survey results
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Regarding the financing needs of the processors, for which they planned but did not apply for, it is shown
by the survey that more than half of the processors intended to apply for financing higher th&tR
100,000 and especially for debt financing (%e0f the processors). Moreover, one out of three processors
avoided applying for financing through grants.

Figure 20 Financing sought but not applied for per type of financing & average amount of financing
sought (20142017)
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SourceSurvey results

Especially concerning grants/subsidies, the average amount that processors intended to ask for
grants/subsidies (aroundEUR414,000) was on average significantly higher than the average amount
obtained from debt (around EUR371,000) and theaverage amount sought from equity (arouncEUR
279,000).

Regarding the uses of unsuccessful loan financing almost half of the processors mentioned high interest
rates as the most important reason for unsuccessful pfications (36.%, while the lack of own equity is in
the second place (34%. In terms of size, insufficient guarantee appears to be an important reason for
unsuccessful financing (2 out of 3 processors), while in terms of growth phase, firms in thealgpment
phase are mainly confronted with high interest rate issues (@Bor lack of own equity (3%.%" In terms of
product type, half of the livestock processors were mainly confronted with no/poor credit history and 38%
of them with issues related to ingfficient guarantee.

It should also be noted that results from interviews suggest that another obstacle in bank financiayen
in the cases where the businesses fulfil the financing prerequisités bureaucracy®

87 See Annex 14 Presentation of online survey results

8 Bureaucracy was defined in the context of the interviews ahe total time needed for the approval of a loan application
which depends on the type of loan, and whether the borrower is an existing clieof the bank add T OAET ¢ 01 ET OAOOEAXx OB
findings
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Source: Survey results

In terms of relevant products, according to survey results the majority of the processgrefers financing
through public grants (almost 70% of the processors). This finding, was also strongly supported by the
interviews with processing firms, which stated that they prefer grants to loans, since it has lower cost,
despite the fact that the application process for grants offered by the government is also time
consuming®.

However, more than half of the processors (3% regard medium and longerm loans relevant to their
businesses. Micro (4% and sortterm loans (4®) are also among the finacing options which are quite
relevant to processing firms, along with loans guaranteed by public or private entities ¢4

Although this types of financing are considered as relevant among firms of all size classes and all growth
phases, micro firms aremainly interested in public grants, while small firms do also highly consider
medium/long term loans (69%, as well as shorterm loans (7®%. Moreover, medium/long term loans are
relevant to more than the half processing firms in the development, maturignd reorganisation phase.

89 A number of grants have taken more than two years to finalize their decisions, which is a major barrier for entrepreneurs
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Figure 22Relevant sources of financing for processors
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Source: Survey results

Supplementary to the survey findings, outcomes from the interviews with stakeholders, provide a more
detailed description d the financing needs of medium and large firms. In particular, medium and large
processing firms, which have significant needs in financing their investment plans (marketing and
promoting their products abroad, launch new products and differentiate in ot to be more extrovert
and less depended from local grocery retail market ejc.are seeking for financing products with the
following characteristics:

i faster procedures

1 more favourable conditions, such as the reduction of the interest rate (around 2k)order to become
more competitive to foreign companies of the sector

The financing needs of the processors for the next 12 months, in terms of potential use of financing
products, are expected to be covered in agiificant degree by public grants (58selection frequency),
while almost one out of three processors is expected to use micro, shéetm or medium/long zterm
loans (around 304requency of selection for each product).

Regarding the potential use ofequity share in exchange of equity financing, as indicated by the online
survey, 4®%of the processors would be willing to provide equity for financing. In particular, %f the
micro firms would be positive towards equity financing, as well as firms whiare in the postcreation
phase (5% or reorganisation phase (4% and crop processors (43%). Firms with a more innovative
potential are also more likely to provide equity for financing (59% of them).

In terms of amount of the financing that is expectedo be sought in the next 12 months, 38of the
financing will be from EUR 25,000 to EUR250,000, while 3900f the survey respondents will ask for

% Annex 13 Calculation of the demand for the next 12 months
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financing higher thanEUR250,000". This means that micro financing witiot be relevant to processing
firms over the next 12 months. In particular, companies in reorganisation phase are expected to seek
mainly for financing higher thanEUR 250,000 (58%0f the firms). In terms of product type, livestock
processors (50% of them), are expected to seek for financinigher than EUR500,000. It should also be
noted that companies with exporting activity have particularly high needs in financing, since almost half
of them zand especially small, medium and large firmisave financing needs exceedingUR250,000.
Moreover, more than 5®@b60f exporting firms in the maturity phase are expected to ask for financing
higher than EUR500,000. Additionally, 450of the firms with retailing activities, are expected to ask for
financing higher thanEUR250,000 within the next 12 monté.

Prospective financing, will be used mainly for the purchase of equipment and intangible assets (as per

70.240f the processors) and financing of working capital (5048 )1 OEAO OA1T OAh DBOI AAOOI 008 |1 A
for the near future are identical to thoseof producers, across all categories of processors, irrespective of

their characteristics.

m
3

However, almost one out of three processing firms is also going to use financing for other purposes such
as the development of international activities (38, the improvement of energy efficiency (3% and the
launch of new products or services (3). Concerning the geographical expansion, the companies
interested in developing international activities, are mostly in the posteation phase (706of them), as
well as he development (34% and maturity phase (3. The last are also interested in improving energy
efficiency (42wf them.).

Figure 23Purpose of seeking financing in the next 12 months
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Source: Survey results

%1 Annex 14 Presentation of onlinesurvey results
92 Especially for the needs related to the financing of working capital the interviews also showed that the demand size depends
on the size class of each company.
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The expected demand for micréoans, shortterm loans, medium and londerm loans, equity financing,
was calculated based on the survey resultsThe results provided represent an estimation of the total
financing needs for the next 12 months for the total population of fooghrocessors in Greece per size
class is as follows:

i.  Microdoans

The demand for micrdoans (lower and upper estimate) is estimated only for small and micro firfmsving
answered the survey The etimated demand is significantly higher for micro enterprises, while the
estimated demand for small firms ranges betweeBUR16.67 18.3m.

Table45: Total estimated demand for micreloans for the next 12 months

Firm Size Lower level Upper level
(in EURm) (in EURm)

Medium & Large N/A N/A

enterprises

Small enterprises 0.6 0.7

Micro enterprises 16.0 17.6

Total 16.6 18.3

Source: Survey results
ii.  Shortterm loans

The total expected demandfor short-term loans rangesbhetween EUR670m andEUR740m according to
the survey. Microprocessors represent around 1/4 of the total demand for shoterm loans, while
medium/large enterprises concentrate more than 40% of the total demand volume for the specific
financial instrument.

Table46: Total estimated demand for shortterm loans financing for the next 12 months

FirmSize ~~ Lowerlevel  Upperlevel
(in EURm) (in EURm)
Medium & Large 289.9 320.4
enterprises
Small enterprises 221.6 2449
Micro enterprises 158.1 174.7
Total 669.6 740

Source: Survey results

iii.  Medium & longterm loans
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The total needs for medium and longerm loans for the next 12 months range betweeBUR787m and
EUR870m. Medium & Large enterprisegepresent almost the half of these needs, while micro firms
representaround 35% of the total demand for medium and losgrm loans.

Table47: Total estimated demand for medium & longerm loans financing for the next 12 months

Fim Size Lower level Upper level
(in EURmM) (in EURm)

Medium & Large 399.7 441.8

enterprises

Small enterprises 114.5 126.5

Micro enterprises 273.2 301.9

Total 787.4 870.2

Source: Survey results
iv.  Equity financing

The quantification ofthe demand forequity financing {.e. private equity and venture capitals) shows that
around EUR340mwill be sought through equity financing within the next 12 months.

Table48: Total estimated demand for private equity financing for the next 12nonths

Firm Size prer level U_pper level
(in EURm) (in EURm)
Medium & Large enterprises 160.9 177.9
Small enterprises 45.4 50.2
Micro enterprises 117.3 129.6
Total 323.6 357.6

Source: Survey results
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M 16z Cooperation

Interviews with stakeholders as well as the focus group for this measure, indicated that there &
level of maturity for this measure from the demand side Needs primarily focus on the stage of the
forming of these schemes and there are still convettsans concerning the research methods and whether
research in Greece responds to market needs. On the othieand, universities have the opinion that the
agricultural sector is not ready yet to understand the benefits from the collaboration with universgiand
cooperate with them and that processors are driven by their profitability thus they are reluctant to use
innovative methods or foster research.

The main conclusion for this measure is that financial needs are not realised yet by the relevant
stakehdders, since the discussion mainly refers to grants and 100% funding. As stressed out from the
Managing Authority of the RDP, application for financial Instruments cannot support the implementation

of Measure 16, since the needs are very different and demladoes not exist.

M19-Non-agricultural activities in rural areas

The Leader initiative, in current RDP Measure 19, was the most successful and popular measure of RDP
2007-2013. One of the reasons is the bottom up approach and the proximity to ruralidests (physical

and cultural). The other reason was the guidance that the local offices provided to the residents, many
OAPOAOAT OAGEOGAG 1T &£ , 1T AAT 1 AGETT ' 0i 0D 1 AT OEITAA
i AOBOEOUS AAT A EE Aapplyidgdtieprogiam@d 001 00 EOT i

According to the representatives of Local Action Groups non completion of the projects is due to the lack

of the private funding in addition with the difficulties faced by the beneficiaries regardingehaccess to

the banking ystem. The needs of beneficiaries of this measure are more or less the same as those of
farmers and small processors. Most projects are concerning small scale processing enterprises as well as

tourism enterprises.

For the current programme Local ActiofGroups forecast interest in investments mostly in the processing
sector. Most of the investors are individuals trying to be entrepreneurs so they lack of the support needed
(services to facilitate their activities).

Furthermore, Local Action Groups welcomhe application of Financial Instruments and they propose
simplicity and less bureaucracy.

What emerged from the Focus Group, is that Local Action Groups proposed to be part of the mechanism
of the dissemination of the Financial Instruments mechanism scs @0 mitigate the failure risk.
Interviewees proposed Local Action Groups to take on the publicity actions of the Financial Instruments
(complementary) to avoid previous experiences. What was really proposed was the exploitation of the
popularity of the LEADER programme.

Concerning the estimation of demand for Measure 19 of the Rural Development Programme 2020,
limitations arise from the NACE codes. particular, the survey covered the estimation of the demand for
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potential beneficiaries under the following NACE cod&sthat were discussed and agreed between the
Managing Authority, EIB and PwC

The expected demand for public grants, micAmans, shortterm loans, medium and long term loans,
private equity and venture capital financing, calculated for the total population of producers and
processors in Greece based on the survey results, is as follows:

Table49: Total estimated financing forthe next 12 months

Type of loan Producers Processors
(in EURm) (in EURm)
Public grants 956.3 28.3
MicroHoans 6.0 28.2
Shortterm bank loans 15 29.6
Medium & long term bank loans 116.3 18.5
Loans guaranteed by a public o 142.4 0.2
private company
Leasing NA 2.1
Private Equity or buyout funds NA NA
Venture Capital funds 64.9 5.3
Business Angels NA 5.8

Source: Survey results

The amounts presented above are referring tthe targeted entities of M.19that conducted further
activities across the value chain, such as local traders, wholesalers, retailetisat intend to request
financing in the next 12 months in order to launch a new product/ service.

Those amounts constitute a lower level estimation, as the concept of M19 is related not only with
producers but also other beneficiaries, such as local traders, processors, wholesalers and retailers.

The total demand for public grants is expected to reach approximateyUR9845m, which means that

there is appeared financial gap compared with the amoumtf EUR219n that is about to be provided

within the RDP 201£2020.

7EOQE OAOPAAO O DOT AAOOI 006 EET AlbaAsahd@horitekrh IdansfareET OEA 1T A@gO =T
estimated to reachEUR28.2n and EUR29.6m respectively.Total demand for medium &ong term bank

% 01 and all its subcodes other than 01.7 & all enterprises falling witHie tlasses, categories, subcategories and national
activities of the industry 10.1, 10.3, 10.4, 10.5, 10.6 & all enterprises in the classes, categories, subcategories and national
activities of these subcodes1084.11 & all businesses included

1089.12 & all businesses included089.19 & all businesses included 091 & all businesses that fall into the classes,
subcategories and national classroom activitied1.01, 11.02, 11.03, 11.04, 11.05, 11.06 & all businesses in the categories,
subcategores and national activities of these subcoded2.0 & all businesses that belong to the classes, categories,
subcategories and national activities of the industryl3.10 & all businesses included within the classes, subcategories and
national activities ofthe subcode
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loans are estimated to reaclEUR1347 m, while loans guaranteed by a public or private company are
estimated atEUR1425m in total - for both producers & processors.

Venture capital funds, also are estimated to be sought by producers apibcessors reaching the total
amount of EUR70.2m.

Main outcomes

Key messages from the interviews with key stakeholders and the online survey on the demand for
financing in the agricultural sector:

Producers
Access to finance
The agricultural sector inGreece is facing various difficulties in accessing finance:
0 Structural sector problems
o Insufficient guarantees
o llliquidity of agricultural assets that could be used as collateral
o0 Low value of fixed assets for guarantees
o Increasing credit crunch due tomoreA CCOAOOEOA | AAOOOAO OAEAT AU
and social security liabilities
o0 Already mortgaged property from previous periods and mainly in the former Agricultural Bank
0 Most producers, irrespective of their size benefit from a limited mmber of financing sources and
AOPAAEAI T U &£OT 1 AAIEI UTAOEAT AGE 11 AT 0 AT A DO|
o All producers have extremely limited access to banking products, except for micdoans, for which
the penetration degree is still very low

i Financing type and amounts
o0 Producers mainly rely on financing from public grants which on average do not excedflJR20,000
o Large producers appeared to have easier access to higher amounts of financing

1 Unmet needs
o Unsatisfied demand reached in most of the cases up 8UR25,000

o0 Lessthan half of the producers managed to acquire the whole amount of financing that they asked
for in the last 3 years

1 Reasons for unsuccessful applications for financing

o Almost half of the producers mentioned the lack of own equity as the most important reasn for
unsuccessful applications

o High interest rates, had been a rejection reason for only 1 out of 3 producers (especially large

producers)
1 Relevance of financing products
o Farmers state that the financial instruments must concern the provision of:
A Loans to final beneficiaries
A Loan or loan portfolio guarantees to financial intermediaries
A Financial Instruments architecture and application should be characterised by simplicity
A Export Credit Insurance (Export Credit Insurance Agency) acts positivelprfthe development of
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export activity

o the majority of the producers prefer financing through public grants

o a need for microloans financing is demonstrated for producers of all size classes, while medium
and longterm loans are the second most relevant bak products for producers

0 short-term loans are relevant to approximately one out of five producers

i1 Future needs

o The financial needs of farmers concern:

A Shortterm needs for working capital, mainly for the purchase of agricultural inputs (up to oneyear
loans, typically from 10,000 to 25,000 euros)

A Medium-ong term needs related to investments, mainly for equipment purchases (machinery) or
fixed investments (plant extensions, land purchase, etc.)

A Investment funds for land purchase, livestock purchases andnvestments in facilities and
machinery

o potential use of financing products, is expected to be covered in a significant degree by public
grants and one out of three producers is expected to use micHmans

o only 20% of the producers would be willing to prowe equity for financing

Processors

1 Access to finance

o Processing firms mainly benefit through capitals contributions of the shareholders, loans from
family and friends and public grants.

o Processing firms make use of a wider variety of financing products (except for business angels and
venture capital funds).

o Micro enterprises relied in the previous three years mostly on family/friends financing and capital
contributions of the owners. Smal enterprises mainly relied in three types of financing: shorterm
loans (81.8), public grants (54.8% and medium and longterm bank loans (45.5%). Medium and
large companies, except for bank loans, also benefited from other sources such as leasing.

o Processors, compared to producers, have easier penetration to the banking system

i Financing type and amounts

o Within the last three years, 2 out of 3 producers received up tBUR100,000

0 Although demand for amounts of more than EUR100,000 was higher in the pvious 3 years,
applications for financing for more than EUR 100,000 could not be satisfied, resulting in the
acquaintance of lower amounts of financing EUR100,000)

o The main source of financing obtained in the last 3 years was through equity financingl(t/pes)

1 Unmet needs

o0 Only 58.260f the total amount sought by processing companies from grants/subsidies was
obtained by them

o In most of the cases processors can effectively address their financing needs

1 Reasons for unsuccessful applications for financing

o Almost half of the processors mentioned high interest rates as the most important reason for
unsuccessful applications along with lack of own equity

o Insufficient guarantee appears to be an important reason for unsuccessful financing (2 out of 3

109



processors

Relevance of financing products

Businesses prefer grants to loans since they have lower cost for them

-AAEOI AT A 1 AOCA POI AAOOT 0068 1T AAA EAOOAO DPOI
become more competitive to foreign companies of the setr

The majority of the processors prefers financing through public grants

More than half of the processors regard medium and longerm loans relevant to their businesses

Micro and sortterm loans are also among the financing options which are quite relevant to
processing firms, along with loans guaranteed by public or private entities

Processors also expressed their willingness to financing through bonds or shares in omdéo
acquire the sources needed

Future needs

For all categories of the processors working capital is needed and the demand size differentiates
AT A EECEI U AAPAT A0 11 AiiPAT U8O OEUAS

Processors have also needs for financing in order to materialise their investment plans and for
marketing and promoting their products abroad

Processors for the next 12 months, are expected to be covered in a significant degree by public
grants, while almost one out of three processors is expected to use micro, shoterm or
medium/long zterm loans

Only 40%of the processors would be willing to provide equity for financing.
Micro financing will not be relevant to processing firms over the next 12 months

Companies with exporting activity have particularly high needs in financing, since almost half of
them have financing needs exceedingUR250,000

M 16z Cooperation

1
1
1

There is a low level of maturity for this measure from the demand side.
Needs primarily focus on the stage of the forming of these schemes.

The main conclusion for this measure is that application for financial Instruments cannot support
the implementation of Measure 16, since the needs are very different and demand does not exist.

M19- Non-agricultural activities in rural areas

1

The Leader initiative, in current RDP Measure 19, was the most successful and popular measure ¢
RDP 2002013. One of the reasons is the bottom up approach and the proximity to rural residents
(physical and cultural)

Non completion of the projects is due to the lack of the private funding in addition with the
difficulties faced by the beneficiaries regarding their access in the banking system

The needs of beneficiaries are the same with those of farmers and small prasors
Most projects are concerning small scale processing enterprises as well as tourism enterprises

For the current programme Local Action Groups forecast investors mostly in processing sector.
Most of the investors are individuals trying to beentrepreneurs so they lack of the support needed
(services to facilitate their activities)

Local Action Groups welcome the application of Financial Instruments and propose simplicity and
less bureaucracy.
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1 Local Action Groups proposed to take on the publity actions of the Financial Instruments
(complementary) so as to avoid previous experiences. What was really proposed was the
exploitation of the popularity of the LEADER programme.
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7. Financing gaps, conclusions and recommendations

One of the main objedtes of this exante assessment is to estimate the financing needs. To do so, the
existing gaps between the demand for financing and the existing supply are identified and analysed. This
exercise allows to estimate the uncovered demand, shedding light onarket failures and structural
barriers to the supply of financing, such as credit rationing, information asymmetries or liquidity
constraints of financial institutions.

The objective of this chapter is therefore to calculate these financing gaps across #ggicultural sector,

for both agricultural producers and food processors, by type of financial product. These calculations will
be used to draw conclusions and present recommendations regarding the potential use of financial
ET 00001 AT 00 Eitultutasdetor. OARAES O ACO

In order to estimate the financing gaps, this chapter is structured as follows. The first section describes
the methodology used to estimate the existing supply and the potential demand of targeted beneficiaries
by type of financial prodwt. Then, the gap will be estimated by comparing the results from the demand
and supply analysis. Finally, the conclusions by type of financial product and the recommendations for the
implementation of the investment strategy are presented.

Methodology for the estimation of the supply and demand for financing

Loan products are the most dominant financial product. In this section, the quantification of the loan
supply is presented based on a tailored methodology that takes into account the specific charesties
of the Greek economy in order to effectively quantify the funding available.

Estimation of the supply for financing

The aim of the supplside analysis is to estimate the funding available to finance activities in the
agricultural sector. In orderto do so, the total public and private resources currently available must be

quantified by financial product. The market assessment presented above provides an inventory of the
financial providers and products available in the market, their terms and catialis and the past volumes.

Several sources are available for the estimation of the supply: Statistical data obtained through the
survey, information with regards to the volume of outstanding loans published by the National Central
Bank, the FADN database, etc. According to the methaogical handbook, the supply of funding should
be quantified by using the FADN database. NeverthelesSADN database present several limitations,
which discouraged the use of this source. The main limitations are:

1 The poor availability of data in the FADdatabase, since the latter is based on a sample of farms, which
does not cover the smallest holdings,

1 the difficulties to interpret the total and average amounts of farm liabilities that are provided in the
FADN given their small size,

1 the lack of data eabling the extrapolation of the data to the entire sector, and

1 the fact that the data concerns outstanding liabilities and not new loans disbursed annually, so do not
provide additional information comparable to the data from the Bank of Greece.

For instance, there is an issue of availability of the data since the latter is based on a sample of farms
which does not cover the smallest loans. In addition, the total and average amounts of farm liabilities that
are provided in the FADN are very small and diffit to interpret

The figures for the supply have been estimated based on market trends, publicly available data and
literature, online survey data, as well as the perspective provided by key stakeholders during the
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interviews. The combination of these sages of data has strengthened the robusess of the estimated
results.

Precisely, two different methodologies have been implemented for estimating the supply. The
combination of these two methodologies haded to the calculation an interval limited by a Weer and a
higher bound.

For estimating the supply of financing for both producers and processors based on the results of the
survey, the total number of respondents by size (i.e. micro, small, @t and large agricultural holdings
of food processors) who affirmed having accessed financing over the last three years were taken into
account. In order to estimate the relevant population of potential beneficiaries benefitting from each type
of financing, the total population of potential beneficiaries in each size class was multipliegt the
percentage of entities in that size class having accessed each tgdinancing over the last three years.
This estimated relevant population of beneficiaries waken multiplied by the estimated average amount
of debt financing obtained. These calculations led to the total estimation of the supply of loan products
(short term loans and medium and long terdoans) for both target groups. Since the estimated amounts
of new loans based on the survegesults concerntotal loans, the latter were then split between short
term and medium and longerm loans by applying the estimated share of shetérm loans (77% for
producers and 94% for processors) and medium and ldegm loans (23% for producers and 6% for
processors) in total new loans in the Greek agricultural sector.

In order to estimate the supply of microfinance, the percentage of entities having requested loans below
EUR25,000 over the past three years by sizdéass was multiplied by the total number of entities in the
micro size class, leading to an estimation of the total number of entities in that size class having benefited
from this type of support. Then, the total estimated number of companies that receivexicroloans was
multiplied by the average micrdoan amount, leading to the estimation of the total amount of micrpans

in the sector.

In order to avoid doublecounting, the total amount of microloans in the sector was then extracted from
the total amount of shortterm loans. The same operation is conducted for both producers and
processors. Finally, a -6% interval was applied to the estimated results, leading to a range of total supply
estimates by financial product.

With regards to equity financing,it should be noted that its provision is extremely limited in the
agricultural sector, particularly for agricultural holdings, in which no supply was identified. With regards to
equity financing for food processors, the amounts identified are slightly liigr, despite being very low,
with a range estimated betweerEURO andEUR36.8 m.

The use of a second methodology to estimate the supply of financing allows to corroborate the findings
of the first esimation, while at the same time ensuring the robustness of the estimations conducted. This
second approach consists in estimating the total supply of new loans based on the amounts of
outstanding loans. The amount of new loans disbursed per year to produs is estimated by category of
loans (shortterm, medium and longterm loans), taking into account the estimated reimbursements of
existing loans and the annual variations in total outstanding loans, by category of loans. The
reimbursements of existingdans are estimated by making an assumption on the average payback period
of loans (for each category of loans) and adjusting for the estimated percentage of nperforming
exposures in total outstanding loans. Furthermore, an adjustment is made to takeanaccount the
estimated impact of write-offs of bad loans on the reported variation in the amount of outstanding loans.
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In order to combine the approaches, the lowest estimated result by type of product was taken as the
lower bound, whereas the highest estimated result was taken as higher bound. Thlisws to estimate a
range for the supply by type of financial product. The combination of the results for producers and
processors is presented in the tables below.

Table50: Estimation of the supply for agricultural producers

Lower bound Higher bound
(in EURm) (in EURM)
Microfinance 82.1 90.7
Short term loans 91.1 124.0
Medium and long term loans 52.5 58.9
Equity financing N/A N/A
Total 225.7 273.6

Table51 Estimation of the supply for food processors

Lower bound

Higher bound

(in EURm) (in EURm)
Microfinance 5.3 5.9
Short term loans 469.9 1164.1
Medium and long term loans 32.8 134
Equity financing 0 36.8
Total 508 13408

The total estimated supply for agricultural producers is estimated betwe@&tJR225.7 m andEUR273.6 m,
whereas the estimation of the supply for food processors is estimated betweeBUR 508 m and
EURL340.8 m.

Estimation of the demandfor financing

With regards to the total estimated demand, the results of the online survey constitute the major source

I £ AAOA8 4EA 1 AOOAO DOI OEAAO ETOGECEOO 11 £ETAI
financial instruments for theirbusiness as well as their future demand for financing.

Precisely, the total amounts that food producers and food processors (by size class) intend to ask for in
the future was taken as the basis for the estimation of the total demand. For each size claks,
estimation of the viable demand was estimated by type of financing product, based on the estimated
number of relevant and viable beneficiaries within each size class. Then, the sum of the estimates of the
demand of the various size classes for each fypf financing allowed the estimation of the total demand

of agricultural producers and food processors for each specific type of financial product.

Typically, the demand for micréoans is estimated for micreenterprises only (as this type of financing is
deemed relevant for micreenterprises only). However, in the case of the Greek agricultural sector, micro
loans appear to be relevant for (and used by) producers of all sizes except the largest (i.e. above 50 ha).
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Hence, the estimation of the demand for meroHoans was estimated for all size classes of producers with
the sole exception of large entities.

In contrast to the estimation of the demand for other types of financial products (where
producers/processors without employees have been removed), thelcalation of the demand for micre
loans takes into account all micrproducers and processors, including those with zero employees. On the
contrary, in the case of shorerm and medium and longerm loans for small/medium/large
producers/processors, the alculated average amounts have been multiplied by the total number of
producers/processors in each size class.

Table52 Estimation of the demand of agricultural producers®:

Lower bound

Higher bound

(in EURm) (in EURm)
Microfinance 927.6 1,025.2
Short term loans 455.9 503.8
Medium and long term loans 1,051.8 1,162.5
Equity financing N/A N/A
Total 2,435.3 2,691.5

Table53 Estimation ofthe demand of food processors™

Lower bound Higher bound
(in EURm) (in EURmM)
Microfinance 16.6 18.3
Short term loans 669.6 740
Medium and long term loans 787.4 870.2
Equity financing 323.6 357.6
Total 1,797.2 1,986.1

Estimation of the financing gaps

This section presents the funding gaps for the different financial products based on the methodology
described above. When considering the indicative financing gap in this section, it is important to take into

consideration the following points:
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1 The suppy of financing to producers is heavily concentrated in one financial institution (Piraeus
Bank). As mentioned in the market assessment, Piraeus Bank cover%®fthe market for agricultural
producers, while other systemic banks are currently trying to estt in the market. Even though
cooperative banks are closer to the agricultural value chain, their participation in the financing of
agricultural activities remains limited.

1 Banks remain reluctant to provide financing to producersgiven the high volatility of agricultural
product prices, the structurally low profitability of the sector, and the risk profile of the potential
beneficiaries, limiting their provision of financing to mature and solid requests, with limited risk. On
the other hand, the difficulties to liquidate the collateral provided by farmers (typically fixed assets)
reinforces the conservative attitude of banks.

1 In addition to bank loans, grants are a major source of financing of activities in the agricultural sector.
The sector relies heavilyon grants, and the provision of a loan is generally conditioned to theceipt
of a grant.

1 Thefinancial and economic crisidhas had a significant impact on the agricultural sector, as it has led
to a significant tightening of the conditions for accessindinancing, which triggered a decline in
investment in the sector.

Given the above contextual elements, the indications provided by the online survey results may
underestimate the future financing needs of the sector.

Identification of financing gaps for agricultural producers

For each financial product considered, two steps were followed: first, the maximum estimated supply is
subtracted from the lowest demand estimate presented in the previous chapters. Secondly, the minimum
estimated supply is subtractd from the highest amount of the estimated demand. For each subtraction,
when a positive number is obtained, a financing gap is identified.

If the result of a subtraction is negative, it means that, under certain circumstances, the financing supply
of the financial product may cover the potential demand for the same financial product estimated for
2018. The methodology is applied to all maigpes of financial product:microdoans, shortterm loans,
medium and longterm loans and equity financing products.

The table below presents the estimation of the funding gap for microfinance, shderm loans, medium
and longterm loans and equity finaneig for agricultural producers.

Table54: Financing gaps identified for agricultural producers

Estimated demand Estimated supply Financing gaps
(EURm) (EURm) (EURm)
Micro4oans 927.671,025.2 82.17 90.7 836.97943.2
Shortterm loans 455.92 503.8 91.17 124 331.9¢412.7
Medium and longterm loans 1,051.& 1,162.5 52.5758.9 992.97 1,100
Equity N/A N/A N/A
Total 2,435.3% 2,6915 225.77273.6 2,161.2 2,455.9

Overall, the estimated supply is highly limited compared to the estimated demand for each type of
financing product. As a result, a financing gap has been identified across all financial products, particularly
for medium and longterm loans, as well as fomicrofinance. With regards to equity financing, no supply
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number of respondents that have either used or intend to use external equity financing. &ddition,

micro4oans and shortterm loans tend to be more availablg approximately EUR194 mgz than medium

and longterm loansz approximately EUR55 m. This relates to a problem of risk rather than a problem of

liquidity, particularly as most banks ha& been recapitalised over the past years, thus influencing their

preference to provide shortterm financing. Precisely this is explained by the risk aversion of financial

institutions with regards to agricultural activities as well as the lack of visityilion the capacity of the

beneficiaries to reimburse the loan over a lorgrm horizon.

In the following lines, the financing gaps identified for agricultural activities by type of product are
detailed and explained.

Table55 Finarting gaps identified for microfinance products for agricultural producers

Estimated demand(EUR Estimated supply Financing gaps

m) (EURm) (EURm)

Microdoans 927.62 1,025.2 82.12 90.7 836.97943.2

The difficulty for producers toaccess microfinance products is a major issue, as it has a major impact on
the financing of their working capital requirements. Indeed, the available products seem to be insufficient
to cover existing needs. In addition, commercial banlgsdespite exhibiting an increased interest appear

to be riskaverse in the financing of this segment, notably because of the perception of a high risk of the
beneficiaries. In addition, it is relatively expensive for banks to review business plans and conduct the
relevantdue diligence for loans belowE UR25,000.

This lack of funding at the same time limits business creation, the development of migrojects and
micro-enterprises that could later become bankable and enter in the banking system following the
approval of the microloan, while at the same time reduces the capacity of small agricultural holdings to
finance their working capital requirements. In addition, as demonstrated in the survey, this low access to
external financing often leads these entities to financtheir activities through family and friends

Further to this, a high number of micrentities appear to have a very limited knowledge of existing
microfinance products and support schemes. Similarly, some mientterprises tend to present immature
businessplans, which results in a high rejection rate.

In this regard, the creation of a microfinance instrument could potentially be envisaged so as to reduce
the existing gap, improving the overall conditions of microredit for agricultural holdings and helpig to
finance small investments (particularly for micro holdings) and to cover working capital requirements.

Table56: Financing gaps identified for shortterm loans for agricultural producers

Estimated demand Estimated supply Financing gaps

(in EURm) (in EURm) (in EURm)

Shortterm loans 455.97 503.8 91.17 124 331.% 412.7

One of the main issues for agricultural holdings in terms of access to finance is the difficulty for banks to
accurately measure and assess the risk they incur when providing a loan. As mentioned during the market
assessment, agricultural holdings often h& poor trackrecords or even no track records (e.g. young
farmers), hence not meeting the same criteria as other entities operating in other sectors. In addition,
agricultural holdings often show a lower capitalisation than other SMEs. Furthermore, beAei AOE A 08 1

>
b2
m:

117



of equity capital, combined with a generally high level of indebtedness, raises questions regarding their
solvency, and hinders their access to financing.

As a result, banks tend to limit their provision of funding to solid and mature projsccapable to provide

a detailed business plan and meeting the collateral requirements of banks. Public support, most often in
the form of a guarantees or subsidised interest rates, would facilitate access to finance for agricultural
producers. On the onehand, the use of a guarantee instrument would reduce the riglkersion of banks
towards the agricultural sector, thus increasing their willingness to provide loans to bankable agricultural
holdings. On the other hand, the provision of the guarantee woulehable banks to pass on benefits to
final beneficiaries in the form of reduced collateral requirements, lower interest rates, andianger
repayment periods, etc.

Table57: Financing gaps identified for medium and longerm loans for agricultural producers

Estimated demand Estimated supply Financing gaps

(in EURm) (in EURm) (in EURm)

Medium and longterm loans 1,051.&1,162.5 52.5758.9 992.97 1,100

The supply of medium and longerm loans for agricultural producers isstimated to be much more
limited than for the other financial products. Nevertheless, the estimated demand for mediuend long

term loans is higher than for shorter loans. As mentioned in the introduction of this section, despite the
liquidity availablefollowing the recapitalisation of the banks, these prefer to engage in shortégrm deals

with agricultural holdings, particularly given the difficulties to accurately assess laegm risks. As a
result, the identified gap with regards to medium and lonterm loans for agricultural producers is the
largest among all products, ranging betweeEUR992.9 m andEUR1,100m.
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while at the same time improwvig overall credit conditions for final beneficiaries. On the other hand, the
provision of technical assistance could highly contribute to the improvement of access to finance. In fact,
supporting agricultural holdings in the identification of relevant soges of finance or to identify the
financial mix that would best suit their needs, as well as in dealing with banks and preparing solid business
plans would improve the quality of the financing requests, thus increasing the willingness of banks to
finance the agricultural sector.

Furthermore, the low return on investment as well as the large number of internal and external risks
discourage private investors from investing in the sector. Indeed, private investors are often not attracted
by the investment remuneration offered by agricultural holdings, which explains the existence of a very
low funding offer for agricultural activities. In addition, the number of venture capital investors and
business angels investing in agricultural holdings is quasi inexistemhich explains why it is not possible
to accurately estimate the supply of equity financing.

Identification of financing gaps for food processors

Food processors also experience significant difficulties in terms of access to finance. Some of these
difficulties are the same as for agricultural producers (e.g. microfinance) whereas others differ given the
specific characteristics of the food processing sector, particularly for medium and large companies. The
table below summarises the calculations of theupply and demand for financing, and provides an
estimation of the funding gap by type of product, including equity.
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Table58: Financing gaps identified for food processors

Estimated demandn Estimated supply Financing gaps
(in EURm) (in EURm) (in EURm)
Micro-4oans 16.6z 18.3 5.3z25.9 10.7z 13
Shortterm loans 669.67 740 469.97 11641 0z270.1
Medium and longterm loans 787.47 870.2 32.87134 653,77 837,4
Equity 323.62357.6 0736.8 286,87 357,6
Total 1797.22 1986.1 508713408 951,% 1,478.1

Overall, the supply of financing to processors is significantly higher than for agricultural producers, while
the estimateddemand stands betweerEUR2.7bn and EUR3bn, just slightly above the estimatedlemand

for agricultural producers. In addition, medium and lontgrm loans are seen as the most attractive
product by food processors, representing approximately half of the total estimated demand, while the
estimated supply of medium and longerm loans & estimated to be very limited. Therefore, there is a very
large estimated gap in terms of mediurand longterm loans for processors.

In the following lines, the financing gap¥ identified for agricultural activities by type of product are
detailed and exlained.

Table59: Financing gaps identified of microfinance products for food processors

Estimated demand Estimated supply Financing gaps

(in EURm) (in EURm) (in EURm)

Micro-oans 16.6718.3 5.325.9 10.77 13

Based on the estimations made, the estimated supply of midaans to the food processing sector is very
limited. That being said, the estimated demand in the sector is also low compared to the demand
estimated for producers. This difference could be expted by the type of activities conducted by each
type of beneficiary. In fact, the type of activities conducted by agricultural processors typically require
larger financing amounts, in excess &UR25.000 for both working capital and investments (exceph the
case of micreprocessors and some small processors that express needs for micrans).

Nevertheless, a microfinance instrument mentioned when analysing the gap of microfinance products for
agricultural producers could also partially cover the gagentified for food processors (mainly micro and
smalksized processors).

% Thefinancial gap for food processorg especially the micrdoans and the short term loansz may include the processors of
M19.2 in addition to processors of M4.2.
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Table60: Financing gaps identified for shoriterm loans for food processors

Estimated demand Estimated supply Financing gaps

(in EURm) (in EURm) (in EURm)

Shortterm loans 669.67 740 469.97 11641 0z270.1

Shortterm loans are in comparison more available than micilmans. Again, the type of activities in which
food processors tend to invest results in a higher demand for this type of produbian for microloans. In
other words, the conditions presented by this financial product (e.g. maximum ticket, paybagmériod,
etc.) are generally more appropriate to cover the needs of food processors than a miman instrument.

As mentioned in the intoduction of this chapter, the estimation of the supply is based on two
methodologies, one based on the survey results, and one based on the outstanding loans. The
combination of both approaches led to a range of estimates for the supply of each type ofoguct.
Nevertheless, the estimated supply based on the outstanding loans is significantly higher than the
estimations based on the survey results.

This can be explained, on the one hand by a possible undstimation of the supply based on the survey
results, and on the other hand a possible ovestimation of the supply based on the method using
outstanding loans. Indeed, the supply may have been uneestimated based on the survey results as it
was estimated on the basis of the amounts that beneficiariekeclare to have actually received over the
last three years, and beneficiaries may not have reported all the amounts actually received. Furthermore,
given the limited number of large food processing companies in the sample of respondents, the
potentially large amounts obtained by such large food processing companies may not be fully captured.
On the other hand, the higher bound estimate provided by the estimation method based on outstanding
loans may lead to some degree of ovesstimation as it was based o the estimated share of the food,
beverages and tobacco products manufacturing sector in the total gross value added of the total
processing sector, as the latter was estimated to be at a historically high level in 2017.

Table61 Financing gaps identified for medium and longerm loans for food processors

Estimated demand Estimated supply Financing gaps

(in EURm) (in EURm) (in EURm)

Medium and longterm loans 787.42 870.2 32.87134 653,77 837,4

As for agricultural producers, access to medium and loAgrm loans is extremely limited for food
processors, with a financing gap ranging betweeEUR1.Dn and 1.4n. While large food processing
companies are able to access to finance as any other SME in other manufactusectors, small and
mediumssized food processors suffer from an extremely limited supply of medium and letegm loans.
Again, the main reasons for this is linked to the perception of risk of financial institutions, which
experience difficulties to accuratly assess longerm risks.

Given the large size of the financing gap for medium and lotegm loans, the setup of a guarantee
appears to be the most convenient option to reduce the riskversion of the banking sector while at the
same time improving the @erall conditions of financing (e.g. lower collateral requirements, interest rates)
for final beneficiaries. Precisely, a first loss portfolio guarantee could be envisaged given its higher
leverage effect.
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Table62: Financing gapsdentified for equity financing for food processors

Estimated demand Estimated supply Financing gaps

(in EURm) (in EURm) (in EURm)

Equity 323.67 357.6 0736.8 286,87 357,6

Private equity investments in Greece have decreased dramatically since 2008, and there is a lack of
currently active privateequity operators. As a result, equity financing is rather exceptional in the financing

of the agrifood sector in Greece, despitehte significant demand. As demonstrated by the survey, a
significant number of food processors are willing to give out shares of their company in exchange for
equity financing, and an appetite for this source of financing has been identified in the food gessing
sector. In addition, the lack of own equity is a barrier for accessing other sources of financing. For
instance, the results of the survey show that 1/3 of processors see their lack of own equity as one of their
major issues. In this case, the sa@tg-up of a financial instrument that could provide equity may be provide

a solution, in the case of food processing companies that have sufficiently attractive characteristics.

In this regard, the setup of an equity instrument could be a solution to addss the identified gap in this
segment. This equity instrument could invest in the capital of higiotential but relatively risky
companies, particularly in their growth/internationalisation phase. In addition to food processing, this
product could be opeaed to food producers in order to potentially finance viable projects arising in the
sector.

Conclusions and recommendations

The identification of gaps shed light on the needs for financing, allowing to gatheonclusions with
regards to the financial products that could potentially be envisaged to address these market failures. In
other words, the identification of the needs and market failures enables the development of a tailored
investment strategy designedo address to the best extent possiblez the identified gaps.

The following summary box provides a snapshot of the main needs identified during the market
assessment, for both agricultural producers and food processors.

Table63: Main needs identified following the estimation of the financing gaps

Main needs for agricultural producers

1 Important need for microloans, particularly to finance working capital requirements, but also smatlale
investment needs of micro, small angotentially even mediumsized producers
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1 Need for technical assistance to develop business plans and improve financial planning and structuring

Main needs for food processors

1 Relatively limited need for microfinance (except for miceprocessors), but significant need for shoferm
loans.

1 Need for guarantees to cover medium and lorgrm financing needs to reduce the ristversion of banks and
facilitate access to finance.

1 Need for support in equity financing.
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Based on the abovementioned needs, three main products have been identified. These financing products
are presented in the box below, and further detailed in the following chapter.

Table64: Envisaged financial instruments to cover the gap

The following financial instruments could be envisaged to cover the identified market failures and suboptimal
investment situations. Given the size of the gaps identified for eafihancing product for both agricultural

producers and food processors, these instruments could
9 Arisk-sharing microloan instrument
1 Afirstloss portfolio guarantee instrument

1 A coinvestment facility (equity financing instrument)
These instruments areudrther detailed in the following chapter.
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8. Proposed investment strategy

The objective of the investment strategy is to propose one or more financial instruments capable to
provide an adequate answer to the financing needs identified during the assessment of the market. In
addition, the investment strategy will also provide aoutline of the upcoming steps required for the FI
implementation. Based on the gaps identified in the previous chapter, three financial instruments have
been identified as potential options to support the financing of agricultural activities.

These instruments are detailed in the sections below.

This investment strategy proposal intends to help the Managing Authority to take a wielformed
decision in regards to thepotential implementation of Fls in the frameworkof the RDP. This proposal is
the result of the financing needs identified and may be reviewed by the Managing Authority when
designing each financial instrument. In addition, an indicative size of the envelope for each Fl is provided
taking into account the amount available in the RDP for the fdimg of financial instruments and the
identified needs. These estimations also take into account the fact that a sufficient scale is necessary in
order for the instrument to be viable and sufficiently attractive for financial intermedigsto deploy the
instrument. However, in case the indicated amount is not available, the MA will need to prioritise the
implementation of the instrumentsand potentially look for additional resources from other sourcesThe

MA will have to take into account the following aditional aspects when considering the design and
implementation of the selected financial instruments:

1 Itsrural developmentpolicy orientations for the funding of agricultural holdings and food processors;

1 The viability of the financial instrumentpresented in this investment strategy, and in particular with
regards to the appropriate amounts for each financial instrument proposed;

1 The interest of financial intermediaries who can implement financial instruments and must therefore
demonstrate commitment, sufficient expertise and experience in the implementation of each
instrument; and finally; and

1 The concentration of EARDF funds on a limited number of financial instruments, taking into account
the amounts stated in the RDP for the programming peria2D142020.

The technical characteristics of the financial instruments referred to above must also be consistent with
State aid rules, and may be based, when possible, on “tféshelf" instruments developed by the
European Commission.

Based on the idenfied market gaps, the following financial instruments are proposed:
1 Afirst loss portfolio guarantee instrument (capped guarantee)

1 An equity coinvestment facility

1 Arisksharing microeloan instrument

Additional to these three financial instruments, the pssibility of combining Fls withgrants is considered
in this proposedinvestment strategy.Recommendation regarding combination of sources going to be
presented after the Fls.

1.First loss portfolio guaranteeinstrument (FLPG)

One of the major bottlenecksidentified during the market assessment is the extremely limited access of
agricultural producers and food processors to bank financing, particularly given the high number of
intrinsic and external risks associated to farming activities.

Systemic banks hee sufficient liquidity to offer new loans, but for reasons of risk exposuteey remain
reluctant to provide loans in the sector, considering the sector as being highly risky, hence adopting a very
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community, their provision of financing is very limited. This is particularly the case for agriculturdtiimgs

presenting a poor track record in the financial system, or a lack of evidence of credit history (e.g. young

farmers).

In addition, banks generally request a 20% equity participation of beneficiaries in the total financing of
their investment projects, in order to ensure alignment of interests and investment discipline. However,
farmers and small processors are often unable to cover this requirement without external financial
support. With regards to mediurrsized and large food processors, their acceso bank financing does not
AEEEAO OECT EEZEAAT O U &£OT 1T 1T O6EAO 1 AT OEAAOOOEI ¢ OAAOI OOh AO OEAOA
between food processors and SMEs in other manufacturing sectors.

According to the majority of producers and processer the willingness of banks to provide financing has
decreased over the last three years. Furthermore, the majority of producers and processors consider that
the cost of financing as well as the fees linked to the processing of loan requests have increa3éis
results in a high number of producers at all development stages being unsuccessful in obtaining bank
loans. Reasons for being unsuccessfalfor both processors and producerg are mainly the lack of own
equity capital, high interest rates and theaktk of guarantees.

Given the abovementioned circumstances, the establishment of a guarantee instrument could be a

solution to support the financing of agricultural producers and food processors. By providing credit risk

coverage on financial intermediarigs BT OO&AI 1 ET O T £ 1T AT O O00DbDPI OOEI ¢ ACOEAODI OOOAT /
instrument would increase the riskaking capacity of financial intermediaries and therefore the loan

amounts disbursed to beneficiaries. By reducing their risk, this guarantee instrurhemould enable

financial intermediaries to build up a portfolio of new loans, thus increasing their ability and willingness to

extend loans to agricultural producers and processors. In addition, this guarantee instrument would allow

agricultural holdings b benefit from more advantageous terms for their loans, in particular by reducing

collateral requirements, which constitute a major barrier in terms of access to finance, particularly for

small producers.

Such a guarantee instrument could help to address the identified financing gaps for short, medium and
long-term lending to agricultural producers and food processors of all sizes.

Overall, this instrument would allow these enterprises to benefit from barflnancing on more favourable
conditions, particularly in terms of the specifiqpotential advantages passed on to final recipients,
depending on the final design of the FLPG instrument:

1 Reduced collateral requirements;

1 Reduced loan interest rates as a ceaquence of a lower risk profile and possible increase in the
maturity of loans;

1 Lower guarantee cost; and
1 Potentially longer grace period / deferred repayment.

This instrument would issue a guarantee to one or more selected financial intermediaries thtowgcall

for expressions of interest. Hence, the precise conditions may vary depending on the conditions set by the
MA, respectively by the FoF, when selecting the financial intermediary, the offers proposed by the
candidate banks and the negotiations beteen the MA, respectively by the FoF, and those candidates.
This guarantee will cover the losses due to the n@apayment of borrowed capital or interest related to
defaulted loans incurred by the financial intermediary up to a poetermined ceiling.

Two possible types of guarantee instruments can be implemented under a FLP&@pped guarantees and
uncapped guarantees
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Capped guarantee instruments offer the advantage of a higher leverage but imply higher capital
requirements from the financial intermedias compared to uncapped guarantees. Also the total amount of
advantage passed on to final recipients by the financial intermediary maybe lower in capped guarantees. In
the market testing with financial intermediaries only capped guarantees have beerssistkor the FLPG a
capped instrument is consideredevertheless an uncapped instrument should not be excludeé if
negotiations with financial intermediarig¢kis becomes the more appropriate instrument.

Figure 24: First loss prtfolio guarantee instrument:

Capped guarantee The proposed guarantee instrument provides 80%
coverage on a loan by loan basis for the creation of a
portfolio of loans, with a maximum loss amount ofip to
the cap rate of 20%.

According to art. 21 (13) of Redlo 651/2014 (RGEC), the
guarantee rate should be limited to 80%. The guarantee

BRRTES RS will cover, in part (according to art. 21(13) of Reg. No
EXPOSURE

651/2014) up to 80% of the credit risk associated with
each new loan granted to the targeted public. These
new loans wll then be included into the guaranteed
Ty — Guarantee  POrtfolio in which the public contribution shall assume

Guarantor risk (a(g;;a)te losses up to 20% of the total loan portfolio.

Hence, the capped guarantee would provide credit risk
coverage on a loan by loan basis, for the creation of a
portfolio of new loans to final recipients, up to the

maximum agreed loan amount. In order to reach an attractive multiplier effect while at the same time
attracting financial intermediaries, an 80% Guarantee Rate and 20% Guarantee Cape Rate is proposed.

Guarantee Rate (80%)

In other countries such instruments reached leverage effect up to 6.25 times. In other words, this means
that every EUR invested in the guarantee would generatedEUR 6.25 of loans disbursed to final
beneficiaries. Considering the specific economic situation iGreece a lower leverage rate can be
expected, therefore a range leverage of 4 to 6.25 is used in the description below.

Figure 25. Uncapped guarantee instrument:

Uncapped guarantee In the case of a uncapped guarantee, the financial instrument may
- be structured as a first loss portfolio guarantee or on a lody-
loan basis. It is covering defaults at the guarantee rate (i.e. 50%).

Recoveries of the loan by loan instrument will be shared pari passu
between the financial intermediary (ies) and theuhds allocated to
this Financial Instrument in the same proportion of the default
cover (i.e. 50%). In other words, the credit risk retained by the
Financial Intermediary (ies) will be the same as the credit risk
covered byRDP resourcesunds. An advantag of this instrument
compared to the capped guarantee is that it reduces the
requirements of financial intermediaries to set aside capital for
these loans which may be especially relevant for the Greek market.
Therefore, the leverage effecover the RDP esourceswill be of 2
(the leverage of the EAFRD depends on the-ioancing rate).

Guarantee
from the
Fl

Bank’s risk
Exposure s

oljojuod

AN A J
Y Y
Fl (50%) Bank (50%)

The Fls shall pass on the benefit of the guarantee to the underlying
agricultural producers by reducing the standard credit risk
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premium chargedor through reduced collateral requirements. The exact formand amount of benefit
passed on to final recipients depends on the final design of the instrument aod the outcome of the
negotiations with financial intermediaries and may differ between different financial interediaries.

The steps regarding the granting, analysis, documentation and allocation of the loans to agricultural
producers and food processors should be carried out by the financial intermediary (s) according to its
usual procedures. Thus, as the guaranteate is proposed to be fixed at 8@ the financial intermediary (s)
would maintain a direct credit relationship with each producer/processor, covering part of the loan
portfolio with their own funds. Financing operations (according to predefined eligitifi criteria for each
loan and at the portfolio level) would be covered automatically through a quarterly report until the end of
the inclusion period. The exact duration of the inclusion period will be defined at a later stage, taking into
account the objectives of the Managing Authority and the eligibility period.

Is also advisable that this guarantee is provided free of charge, meaning that no guarantee premium is
paid by the financial intermediaries. In return, the selected financial intermediary(iesyabhhave the
obligation to pass this advantage to the final beneficiaries through reduced collateral requirements and/or
better conditions for the granting of the loans, giving the latter a real gain in terms of competitiveness
with regards to other finandal products, hence ensuring the attractiveness of the loans and the
absorption of the instrument.

In terms of targeted public, and given how risk is perceived in the sector, it is proposed that the guarantee
covers a relatively flexible range of loan sigehence matching the needs of all producers independently
of their size, with a minimum size of the loan dEUR25000. In addition, the instrument should also
enable a sufficient degree of flexibility in terms of the allocation of the portfolio of loant be
constructed, also financing working capital requirementAfter the Omnibus Regulatiorcomes into force
the limitation to working capital financing are eitherEUR 200,000 or 30% of the total investment
whichever is higher The investment needs to bén line with the requirements of the measure, therefore
providing guarantees covering 100% working capital will be unlikélnally, it will be important to assess
the territorial coverage of the financial intermediary to be selected, in order to ensure k@oad
geographical coverage in the deployment of the instrument.

The precise characteristics of this financial instrument are detailed in the table below. It is recommended
that the size of the Fl is further reviewed following the completion of the soft arket testing exercise
with potential financial intermediaries and further feedback from the Steering Group.

Table 65: Summary of the financial instrument 1 First Loss Portfolio Guarantee for agricultural
producers and food procesors:

Nature / Type of product Guarantee instrument capped or uncappedirst loss portfolio guarantee)
ESI Funds allocations The minimum size of the loacovered by this guarantee i& UR25000.
For each FI, two amounts will be proposed:

1 The minimum proposed amount for the adequate functioning of the
instrument.

1 The recommended amount for covering the identified gap.

Proposed minimum amount of public contribution from theRDP resourcess
EUR40m

The recommended amount of public contribution from theRDP resourcess
EUR70m

Expected multiplier effect The precise multiplier effect will only emerge after a competitive procedure t
select financial intermediaries. However, based on a portfolio guarantee c
rate at 20%and a guarantee rate of 8@ the multiplier effect is expected to be
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410 6.25x

Amounts of financing for the
targeted recipients

Based on the above funds allocation and the potential multiplier effect, th
overall amount of financing for the target recipients is expected teeachEUR
280to 4375 min case of a capped guarantee or EUR 80 to 140 m in case
uncapped guarantee.

No specific thresholds or limits are established for the distribution of th
allocation between agricultural producersfood processorsand entities under
M 19.2The allocation by type of final recipient will be market driven.

Scope of the Fl and target
recipients

Scope of the FI:

1 Broad and flexible area of intervention, since the market gap identified
vast unserved demand presented in the previouhapter.

1 Covering all activities falling in the scope of Measure 4.1 and 4.2

4.1. Investment aimed at improving the performance and sustainability
farms; and

4.2 Investment in the processing, marketing and/or development
agricultural products

19.2Support for the implementation of actions under Communitled local
development strategies

1 Can be put in place by one or several financial intermediaries, it
recommended that at least three banks will receive guarantee product
SO as to ensure that theproduct is as mainstreamed as possible on th
retail market and that a competitive environment is created

1 Should cover the entire national territory, aiming a comprehensi
regional distribution

Targetfinal recipients

Greek agricultural producerg4.1) food processors(4.2) and entities falling
into the scope of M19.2f all sizes

Objectives

Guarantees should be used to back loans for supporting the agricultui
producers sector processors and entities under 19.2hus improving their
conditions, in terms of: interest rates,collateral requirements, payback
periods and payback grace periods.

Expected advantages

Limits the constraints linked to the access to finance in the sector al
improves the overall credit onditions.

Details:

1 This instrument provides credit risk protection for the financia
intermediary (and potentially several financial intermediaries) in the forr
of a guarantee limited to the initial losses of a portfolio to be defined an
constructed;

1 This guarantee can cover a significant part of the risk (element to k&
defined during the call for expressions of interest or the invitation t
tender) for loans included in a portfolio defined by the selected financi
intermediary(ies);

1 This guarantee maycover losses related to the nospayment of the
principal and interest of the loan that the financial intermediary(ies) ma
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incur;

1 This guarantee provides multiple advantages to the selected financ
intermediary(ies), as not only (i) the guarantee may teee of charge, (ii)
the risk is covered on a loan by loan basis up to a ceiling rate (Also Trip
if the EIB is the manager of the fund);

1 Under European regulations, this guarantee may cover the Workil
Capital Requirement and the financing of investmés (tangible and
intangible assets);

1 The steps for receipt, analysis, documentation, file processing, lo
granting and followup shall be carried out by the financia
intermediary(ies). This financial intermediary(ies) will therefore have
direct credit relationship with the agricultural producer/food processo
and will assume a part of the risk; and

1 Possibility of paying particular attention (within the framework of the
"best possible effort") on small producers and young farmers (potentiall
with a target to allocate a percentage of the portfolio to this category o
producers). This "best possible effort" is the result of the negotiatior
between the Managing Authority and the financial intermediary(ies).

Market gaps analysis
(Article 37 (2) a))

The propsed amount is expected to partially address the market gay
identified in the market analysis part of the eante assessment.

Expected socioeconomic results
Added-Value of the instrument

(Article 37 (2) b))

Leverage effect

Promotion of entrepreneurship

Job creation

Reduction of unemployment

Support to the development of agricultural activities
Reuse of funds

Risk sharing with the private sector (financial intermediaries)

= =a =4 =4 =4 4 A A

Leverage of the competences of the financial intermediaries for gext
selection

Consistency with other
interventions targeting the same
market

(Article 37 (2) b))

No other first loss portfolio guarantee is being provided currentlyfor

producers in Greece.For processors anchon-agricultural entities under 19.2
there are potential overlaps with the COSME LFG and TEPIX Entrepreneur|
Fund ll(see Chapter5). The exact form of coordination between the different
instruments needs to be done during the negotiations with financial
intermediaries, which are probably the same for all instruments. Consideri
the demand in the market there should be sufficient scope for an EAFE
guarantee instrument.

In addition, this financialinstrument is complementary with grants fromthe
RDPwithin the limits of State Aid requirements.
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State aid and grants: planned If structured as an offthe-shelf instrument, as poposed, this instrument will
interventions and measures to de facto comply with the applicable regulatiortoncerning State Aid.
reduce the market distortions

(Article 37 (2) b))

Consistency with the Common The Fl is consistent with the measures 4.1 and 4.2.

Strategic Framework and the RDP

20142020

State aid and grants: planned To minimise market distortions, it is recommended that this instrument is p
interventions and measures to in place in line with applicable State Aid regulationEAFRDRegulation
reduce the market distortions stipulates that for activities supported under the EAFRD by Annex | of t

TFEUthe amounts and support rates as defined in Annex Il of the Regulati

(Article 37 (2) b)) should be respected.

As this instrument is also supporting activities that are not covered Bynex |
it is advised to usede minimis(up to 200,000 over 3 years}’ for all type of
investments. This goes beyond the requirements for Annex | activities, whe
RDP resources are considered free of aid, but this simplifighe
implementation for the financial intermediaries.The fund manager shoulo
ensure that the aid to final beneficiaries is compatible with the requiremen
of the de minimisrules.

The final design of the operation will need to reflect the State aid rule$o
minimise market distortions, it is recommended that this instrument is put i
place under thede minimisrule (detailed explanation of de minimis and its
calculation on pagel32.

Alternatively, the individual guarantee fees can be calculated according to tk
safe harbour premium. In that case the guarantee doe®t constitute State
Aid (see page 130).

A combination of this FI with grants is not foreseean the level of the FI If a
final recipient, nevertheless, receives also a grant for the same investment, t
grant amount must be reduced by the GGE of the guarantee provided by t
Fl.

Estimation of Public and Private Based on a leverage effect of to 6.25x, the potential private resources frorm
resources financial intermediaries could be estimated &UR280 to 437.5 min case of a
(Article 37 (2) ©)) capped guarantee and EUR 80 to 140m for an uncapped guarantee

Use of reflows of the instrument The revolving effect of a guarantee is seen in the cycle of commitment a
(Article 43 (2), Article 44 (1)) decommitment of eligible expenditures covered by the guarantee. This mea
that as loans under the guarantee fund are repaid, the correspondir
programme resources allocated to cover losses from these loans will
released.Indeed, acording to Article 44 of Regulation 1303/2013, these fun
have to be recommitted to the same FI, creating a revolving character for tl
fund. The extent of the revolvingeffect of the guarantee also depends on the
risk taken by the guarantee fund.

97 Commission Regulation (EU) No 1407/2013 ob&8ember 2013 on the application of Articles 107 and 108 of the Treaty on the
Functioning of the European Union to de minimis aid
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The use of reflows of funds should be included in the call for tenders for t
selection of the financial intermediaries and be defined in the fundin
agreements between the MA and the FoF, as well as between the FoF and
financial intermediaries. A quantification of the reflow will only emerge
following the negotiations between the fund manager and the financig
intermediaries.

Evaluation of the optimal
remuneration levels allowing to
maximise the leverage of
counterpart funds from private
investors

(Article 37 (2) c))

Not applicable for this Financial Instrument

Evaluation of the past lessons
learnt

(Article 37 (2) d))

Please refer to the previous chapters of this eante assessment

Proposed investment strategy
with financial products, final
recipients targeted and
combination with grants

(Article 37 (2) e))

The proposed investment strategy igpresented in Building Block 2 of the
present study.

Investments supported by this FI may also receive grants under the conditio
that they comply with the rules on combination of support aid intensity and
State aid.

Expected results and
corresponding key indicators

(Art. 37 (2) )

Expected results

The expected results of the Financial Instrument correspond to theeeds of
following focus areas:

1 2Azobjectives satisfied by M4.1
1 3Az objectives satisfied by M4.2,
1 6Bz objectives satisfied by M4.2
Key indicators are presented in AnneX.l1

Regarding the monitoring indicatorsexcept for the indicators mentioned in
Annex 15, which are also relevant to the satisfaction of certain RDP targe
here isan additional non-exhaustive list:

1 Number of entities supported;

Number of entrepreneurs supported;

Sector of entities supported (poducers or processors);
Stage of development of the entities supported;
Credit rating of entities supported (where applicable);

= =A =4 A =

Number of employees in the entity supported at the time the loan wa
granted;

Number of jobs created through the implementatiorof the instrument;
Turnover of entities supported;

Total amount awarded to entities supported;

Average amount granted to entities supported; and

= =4 =4 -4 A

Leverage effect
For the output indicators O1, O3, 04 and 020 see indicative amounfEahle
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66 It should be highlighted that a quantification ofother expected results is
not possible at this stage.

Trigger for the review and update | The investment strategy proposed in this study is intended to inform the M

of the ex-ante assessment when drawing up its investment strategy for Greece. It does not take int
account the interest of financial intermediaries with regard to certain

(Art. 37 (2) @) - ) L . ) .
characteristics of the financial instruments proposed, and in particular:

Rules for the selection of financial intermediaries;

Instrument-specific mechanisms (e.g. counterparty or portfolio ris
management);

1 The rules relating to the use of the ESI Funds; and

1 The obligations of the selected financial intermediaries, includir
monitoring, reporting, monitoring of State aid, auditing, and
communication and visibility measures of the financial instrument.

The dedgsion to review, and if necessary update the eante assessment during
implementation of the investment strategy is at the discretion of the MA. Th
study should be updated when the eamnte evaluation can no longe
accurately represent the market conditios prevailing at the time when the
financial instrument was launched, either because
- These market conditions have evolved in the meantimsuch as:
1. Certified expenditure for different forms of finance, such as ner
repayable grants or Fls, indicating theeed to shiftresources
2. Share of direct payment income by farm type
3. Farm income(2014:EUR19063 based on FADN)
Other financial instruments became available that are more appropriate f
addressing the financing gap since the finalisation of this study.

Taking into account the information provided above and outcome of the survéable66: Estimations for
selected keyoutput indicators for FLPG by focusre@apresents the key output indicators of the FLPG per
focus group™. The assumed leverage is 4 and the numbers are presented for a lower and a higher RDP
contribution. The calculations below assuea larger contribution to producersand a smaller average
guaranteed loan size compared to processors. It is assumed that only a few LEADER actions will receive
funding from this instrument. It is assumed that each final recipient will receive only onato as the
instrument is implemented rather late in the programming period, thus the values for number of
guaranteed loans (04) and final recipients (O5).

Table66: Estimations for slected keyoutput indicators for FLPG by focusraa:

Output Indicator Focus Area 2A Focus Area 3A Focus Area 6B Sum over all

Producers Processors LEADER Focus Areas

o1 EUR 2-33m EUR T7 29m EUR4 7 8.0m EUR 4670 m

total public expenditure

98For further indicators Annex 15 and Annex 16 for the methodology used.
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