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Box 2 Sustainable urban mobility plans: a key building block of EU urban mobility policy

The approach promoted by sustainable urban mobility plans recognises that urban mobility challenges do not
concern only transport and environmental issues, but also overall urban planning (reducing commuting time and
cost), and economic and social welfare (city attractiveness to new businesses, employment, inclusion and
housing). These plans are meant to address within a coherent policy framework issues related to congestion, air
and noise pollution, climate change, road accidents, on-street parking and the integration of new mobility
services. However, without EU legislative or financial incentives, the uptake of the sustainable urban mobility
plan concept is progressing unevenly across European cities. A 2017 sustainable urban mobility plan needs
assessment survey showed that only 37% of responding cities had implemented a sustainable urban mobility
plan, with large national variations ranging from France (78%) to Greece (6%). The financing of long-term and
cost-intensive UPT projects has already been difficult to secure for many European municipalities. A shift towards
more sustainable UPT is adding a further challenge, which requires tapping into new financial resources,
including from the private sector, and improving institutional capacities, skills and expertise in cities’
administrations for guiding the transformation of urban mobility systems.

Source: Interreg Europe (2018). Sustainable Urban Mobility Plans; and European Platform on Sustainable Urban
Mobility Plan (2019). Funding and Financing Options for Sustainable Urban Mobility.

Long-term partnerships with repeat clients fulfilled a critical role of facilitating the alignment of
the Bank’s support with city needs over time (see Box 3 below). Over two-thirds of UPT lending
volumes have been directed towards repeat clients (69% of UPT signed volumes between 2007-2019),
with some of which the Bank has developed long-term partnerships. In such instances, the long-term
partnership facilitated the alignment of UPT operations to cities’ objectives, the adaptation of the EIB’s
product offer to needs including with the capacity to meet complex financing needs. Working with repeat
clients allowed, for instance, for more efficient appraisal and monitoring processes when promoters are
already familiar with EIB requirements and procedures.

Box 3 Long-term strategic partnership for urban public transport development, the case of a UK city

Between 1990 and 2019, the EIB financed 14 UPT operations in a UK city. These operations are an illustration
of successful Bank involvement in UPT with a high-income and sophisticated institutional environment, where
the Bank focused its activities on the aspects where added value could be delivered, in particular on the dynamic
aspects of the financial relationship with the client. The success of this partnership rests on the close alignment
between EIB transport lending priorities and the strategic and financial priorities of the promoter.

2.3 EIB products responded to borrowers’ needs

Stakeholders’ view is that the EIB has played a significant role in supporting UPT investments
by providing appropriate financial products. EIB financing for UPT projects largely consisted of long-
term investment loans that match the asset lifecycle and were delivered through tailored financing
arrangements to meet borrowers’ financing needs. Discussions with EIB loan officers and project
borrowers emphasised the EIB’s capacity to model the finance contracts on the needs of clients to also
match complex project financing architectures.

The EIB’s UPT lending increased in the aftermath of the 2008-2009 financial crisis, driven by
higher demand from municipalities. Evidence gathered during the in-depth evaluation of 12 projects
suggests that this increased support for UPT operations following the financial crisis was driven by
higher demand from municipalities facing tightened financial markets. Several cities, which were
previously able to finance UPT investments through a combination of national and regional grants with
commercial and/or national promotional bank financing, were unable to financially close some of their
operations and turned to the EIB for support. In France for instance, the effects of the financial crisis
were compounded by the collapse of a major financial institution active in public finance. This contributed
to a further tightening of the financial market in France, particularly for large-scale investments in a
sector such as urban public transport.

Alignment with EU Policies and cities’ needs 23
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UPT lending served cities with congestion or pollution challenges. Being driven by demand, the
portfolio did not, however, go proportionally to the most congested or polluted European cities. All UPT
projects included in the EIB portfolio are justified

by the need to address congestion and/or

environmental issues related to urban traffic. |kl b et U CE NG
This evaluation thus tried to analyse the average congestion levels (% extra time) at city

existence and strength of a correlation between level at project approval

EIB financing for UPT and key indicators that are 5000

used to measure traffic and air pollution at city 500 London
level. When combining data on cities’ average

congestion level34, it appears that the EIB
financed UPT investments in cities with very 3500
different congestion levels (Figure 10). The three
largest recipient cities (London, Paris and
Stockholm) face considerable congestion levels
at the time of project approval, since travel times
were more than 30% higher than the average,
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available® are located in cities that exceeded, at
the time of project approval, the EU limit values
for emissions of pollutants from the transport
sector3®. EIB lending was driven by clients’
demand and creditworthiness requirements, not
by where environmental needs were the largest.
The reasons for the relatively more limited demand emanating from cities facing the largest congestion
or pollution levels could not be analysed in detail by this evaluation, and may require a specific study.

Source: IG/EV, based on TomTom Traffic index (2008-
2019). Note: congestion data only available for 48 out of
the 103 cities included in the portfolio (106 operations).

The EFSI guarantee enabled the Bank to engage with 14 new clients for financing riskier
components of their UPT projects. Since its entry into force in 2016, the EFSI guarantee enabled the
Bank to support 15 UPT projects, of which 14 were with new clients. EFSI made it possible in particular
to finance the smart and sustainable component of projects, for which no funding was available from
alternative market sources. EFSI proved to be effective in bringing EIB financing to municipalities and
transport operators that would have struggled to find financing on the market.

2.4 The EIB’s UPT lending is gradually adapting to a more fragmented and diversified demand
for financing

Changes in urban mobility priorities and in UPT markets are bringing about a more fragmented
and diversified investment landscape that brings a number of challenges for municipalities and
for the EIB’s future support for UPT (Box 4 below). Although financing of cleaner transport modes
ranks high in European cities’ priorities, alternative UPT modes require innovative technologies, which
involve smaller and riskier investments. Such projects are more labour-intensive relative to the amount

34 Measured as the average extra time spent in traffic and based on the TomTom traffic index database from 2008
to 2019. Analysis limited to 48% of the portfolio. Multi-city operations were deleted along with operations in cities
for which the TomTom traffic index was not available for the year of project approval. This calculation is in
relative terms and does not refer to the absolute number of people affected by the congestion. This analysis
has some limitations due to data coverage and the fact that data refers to the city level/metropolitan areas and
cannot be performed at a more disaggregated spatial level.

35 Pollution data at approval was available for 164 projects (76% of the portfolio). This subsample represents 47%

of the amounts included in the Bank’s UPT portfolio.

This analysis was conducted by looking at the limits set by the EU clean air legislation for particulate matter 10

and/or nitrogen dioxide (NO2) in the year of project approval.
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of lending and they would also require more blending, for example through European Commission
guarantees.

In particular, recent changes in the EU Clean Vehicles Directive (2019)3 have established tighter
criteria for clean mobility solutions in public procurement tenders. Although this Directive needs
to be transposed into national law by 2 August 2021, it has already led to an increase in demand for
renewal of buses powered by electricity, hydrogen, biofuels and natural gas, such as biogas,
compressed natural gas (CNG) and liquefied natural gas (LNG).

Box 4 Changes in urban mobility priorities: towards a more fragmented and diversified investment

landscape
Challenges for municipalities and future EIB support for UPT include:
° Small project sizes, often smaller than the ‘normal size’ for the EIB (e.g. more than €50 million).

° New types of projects, due to the diversity of usage models and risk structures in projects using cleaner
technologies.

° More diverse players, which include the private sector and require the identification of viable business
models beyond traditional models entailing high capital investment with a debt burden on the public
sector.

° The need to develop and finance the new powering or refuelling infrastructure (e.g. charging stations,
fuel cells).

Source: EIB (2017) Cleaner Transport Facility: Supporting the deployment of cleaner transport.

While large-scale backbone UPT projects are expected to remain its core business in the medium
run, the Bank is gradually adapting its in-house toolbox to meet this increasing demand for new
UPT technologies. The Bank has tested a streamlined procedure for supporting transition towards
cleaner UPT modes in medium and large cities®8, through programme loans. As such, more than ten
bus fleet renewal projects were signed in 2019 by the Bank, mostly via clean urban transport programme
loans in Spain, Germany and the Netherlands.

In addition, joint European Commission-EIB initiatives have enabled the EIB to increase its
support for innovative projects promoting clean technologies and cleaner mobility solutions. Via
the European Investment Advisory Hub (EIAH)% in particular, the EIB has provided technical and
financial advisory services to project promoters on a demand basis. As of the end of 2019, 20.4% of the
close to 1 600 requests received by the Hub concerned the development of transport infrastructure,
equipment and innovative technologies for transport. The main mechanisms with active Hub
involvement to support transport and urban projects have included the following joint European
Commission-EIB initiatives:

e The Cleaner Transport Facility (CTF)*° has offered since 2016 the full range of EIB and European
Commission financial products and advisory services to deploy cleaner technology in transport,
with the aim of accelerating decarbonisation of urban transport. Recent assignments include
support for the transition to clean bus fleets, such as the related infrastructure investments for
local public transit authorities in France, Bulgaria, Greece and Belgium. Several of these are now
active operations.

e The URBIS advisory initiative responds to urban authorities’ need for integrated, multi-sector,
place-based advisory support in order to facilitate the planning, preparation and development of
their urban investment programmes and projects. Although not specifically focused on urban

37 EU Directive 2019/1161 of the European Parliament and of the Council of 20 June 2019 amending Directive
2009/33/EC on the promotion of clean and energy-efficient road transport vehicles.

% Those having fleets of more than 150 buses and with at least 400 000 inhabitants.

3% The EIAH is a joint initiative of the EIB and the European Commission launched in 2015 as part of the Investment
Plan for Europe. The EIAH acts as a single access point to various types of technical and financial advisory
services.

40 The Cleaner Transport Facility (CTF) is a joint European Commission-EIB initiative launched in 2016 to support
the deployment of cleaner transport vehicles and their associated infrastructure needs, such as for charging and
refuelling.

Alignment with EU Policies and cities’ needs 25



mobility projects, URBIS supports local authorities across sectors, including via multi-sector
investment programmes with relevance for urban mobility.

e The European Local Energy Assistance (ELENA) technical assistance programme#*' enables the

Bank to advise municipalities and transport operators to explore other modalities and
technological solutions in order to accelerate decarbonisation of transport and improve energy
efficiency.

40. Lastly, new instruments under the upcoming MFF 2021-2027 are expected to help the Bank
diversify its support to new mobility solutions and innovative technologies. The new MFF will
encompass a wide range of instruments and programmes supporting the delivery of the European
Union’s Agenda on clean, inclusive and digital transport that are expected to help the Bank in its
transition to supporting cleaner UPT projects and more innovative technologies. In the framework of the
Connecting Europe Facility (CEF)#2, these new instruments include the Connecting Europe Blending
Facility43, which was set out in 2019 to support, amongst others, the deployment of alternative fuels,
and the CEF Debt Instrument, a risk-sharing facility aimed at fostering the decarbonisation of transport,
energy infrastructure, digital and technological innovation through loans, guarantees and high-risk
funding. One of the envelopes under the CEF Debt Instrument on future mobility focuses on projects
with an increased risk profile that support cleaner, smarter and more automated transport systems.

41

42

43

26

ELENA is a joint European Commission-EIB technical assistance facility aimed at providing grants for local
actors to support them in the preparation of bankable, ambitious and large-scale investment programmes in
energy efficiency and distributed renewable energy. Since 2016, ELENA also supports projects in the field of
sustainable and innovative urban mobility.

The Connecting Europe Facility (CEF) is an EU funding instrument to promote growth, jobs and competitiveness
through targeted infrastructure investment at European level. It supports the development of high-performing,
sustainable and efficiently interconnected TEN-T in three key sectors: transport, energy and digital services.
The CEF Blending Facility is a cooperation framework coordinated by the European Commission and managed
by INEA, which engages with implementing partners including the EIB to implement the blending approach.
Around 80 prospective applicants to the CEF Transport Blending Facility have requested support from the
Advisory Hub to assess eligibility and procedures. Half of the successful applicants in the first two selection
processes have received support from the Advisory Hub, primarily involving alternative fuels investment
projects.

Evaluation of EIB support for urban public transport in the EU (2007-2019) — Thematic report



3. RESULTS FOR BENEFICIARIES

41. This section analyses the effectiveness and sustainability of UPT operations. In this evaluation, the
assessment of effectiveness distinguishes between:

e The outputs delivered by the project and to which the EIB can have a direct influence as a co-
financer (provision of quality infrastructure and service).

e The outcomes which justified UPT projects in the first place but on which the Bank has a more
indirect influence (measured in terms of improved accessibility and use, modal shift, reduced
congestion).

e And lastly, wider environmental, economic and social impacts to which the UPT project may
contribute in conjunction with external factors and other interventions.

42. Key findings:

e In most cases, EIB-supported UPT projects were implemented as expected and delivered the
planned production targets.

¢ Qualitative evidence suggests that transport efficiency and service quality improved.

e However, passenger flows were lower than expected for more than half of the UPT projects for
which data at completion was available, mostly due to the economic crisis, over-optimistic
demand forecasts, incoherent municipal mobility plans and/or because project completion
reports were sometimes conducted too early to capture longer ramp-up periods.

e The contribution of projects to a change in the modal share is largely undocumented after
completion.

e Fragmented and qualitative evidence collected by this evaluation suggests that urban public
transport projects attained socioeconomic benefits, especially when projects were part of
broader urban development and/or revitalisation plans. Yet, the Bank does not systematically
collect data on social-related benefits (e.g. accessibility, inclusiveness), even when such benefits
were an argument supporting the EIB’s financing decision and even though data was often
available from promoters.

e Environmental impacts were likely to result from the cumulative effects of larger urban investment
programmes, of which the UPT projects were often one component. The attribution of
environmental impacts to UPT projects cannot be quantified in a systematic way and with
affordable methods.

¢ The financial sustainability of the projects analysed was almost always achieved.

43. The assessment of effectiveness was hampered by the lack of quantitative data at completion,
which did not allow for a systematic comparison between ex-ante objectives and actual
outcomes. The below table indicates the availability of quantitative data at completion, for the
population of 65 projects covered by the project completion report review. In particular, a key outcome
indicator related to modal shift was only available in 14% of the project completion documents analysed.
Where project completion documents included information on these dimensions, it was mostly
qualitative, and often not specifically linked to the projects, but rather provided with reference to the
entire urban area in question. From an EIB perspective, there is a perception that adding further data
collection and reporting requirements might, in some cases, undermine the relationship with the client
and reduce the competitiveness of the EIB products. However, most of the borrowers and project
promoters interviewed did not consider that EIB reporting was particularly burdensome. Instead, the
vast majority indicated that the financial advantage offered by the EIB largely outweighed its reporting
requirements and administrative obligations.

Results for beneficiaries 27
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Table 4 Availability of data at completion, for the population of 65 completed projects covered by the

project completion report review

Number of project completion Data availability rate (share of the
reports with data reported at 65 completed operations with data
completion reported in a project completion report)
Service frequency 34 52%
Time savings 13 20%
Modal shift 9 14%
Traffic safety 3 5%
Congestion 2 3%
Air quality 2 3%
T :
Noise 2 3%

Source: IG/EV’s review of 65 project completion reports.
3.1 Most UPT projects were delivered as expected
3.1.1 Actual production levels were attained for most projects

The EIB technical analysis at project appraisal proved to be appropriate. Nearly 80% of projects
included in the project completion report review were constructed and delivered as planned. Only a
limited number experienced a minor change in the original project scope (nine cases out of the
65 projects covered in the project completion report review, representing 14%). In some cases, these
changes were justified when it was necessary to address unexpected technical issues, but this did not
significantly affect the projects. In six projects, there was an increase in scope thanks to savings in the
tendering process; these projects typically involved the purchasing of rolling stock, where savings were
achieved during the tendering process and enabled the number of units purchased to be increased.

Substantial deviations occurred in a limited number of projects and could not be fully anticipated
by the EIB. Five of the 65 completed projects analysed encountered significant deviations from the
original construction plans, which were due to factors that were not anticipated by the EIB services or
the promoters:

e Reduction of the project scope due to the aftermath of the economic crisis. Four of these five
projects were located in Southern European municipalities where the economic crisis forced
promoters and municipalities to downscale their investment strategies.

e Changes in the project scope due to technical issues. More advanced technical analysis and
revision of preliminary design pointed to new risks that resulted in significant modifications of
the original projects (e.g. a substantial reduction of the length of line constructed, fewer tram/bus
stops).

28  Evaluation of EIB support for urban public transport in the EU (2007-2019) — Thematic report



46.

47.

EIB ex-ante assessment of
production targets was also
adequate, given that initial
targets were met in most cases.
A relevant indicator concerning the
delivery of project outputs, often
collected at project appraisal and
completion, is the actual level of
production measured in vehicle per
km44, EIB services found that actual
production was in line or above
expectations for 33 of the 52
projects for which data on
production targets was available
ex-ante and ex-post (64%; see
Figure 11). Production had to be
readjusted to align with actual
demand or to reduce operating
costs. Additional factors explaining

Figure 11 Delivery of production targets (# projects; % of total

52 projects with available data)

= Actual production higher than
planned (>3% increase)

= Actual production equal to
planned (within 3%)

#12-23%
Actual production lower than

planned (< 10% decrease)

m Actual production significantly
lower than planned (> 10%
decrease)

Note: Production targets measured in “vehicle per km”.
Source: Project completion report review, based on 52 projects, for
which data on production targets was available ex-ante and ex-post.

the adjustment in production levels included technical problems, issues related to harmonisation of
technical standards as well as due to external factors (e.g. economic and financial crisis). The EIB
services considered these modifications to be reasonable, unless when interfering negatively with the
quality of service (e.g. too low frequency that resulted in increased crowding or in reducing the expected

time savings).

3.1.2 Projects contributed to deliver safer and more inclusive public transport

Qualitative evidence suggests that EIB-financed UPT projects contributed to delivering more
inclusive, safer and more secure public transport. The application of the most recent European and
national regulations ensured that projects integrate into their technical specification accessibility, safety,
security, and energy efficiency concerns. These dimensions are however not systematically and
comparably monitored in EIB project documents, either ex-ante or at completion. It was therefore not

possible to systematically verify
the achievement of these
objectives for the 65 completed
projects analysed as part of the
project completion report review.
Instead, this evaluation was able
to retrieve qualitative material in
project completion documents:

e 15 out of 65 projects
analysed under  the
project completion report
review (23%) mentioned
some positive impacts
concerning social
inclusiveness, mostly
related to improved
accessibility to the urban
transport network for
persons with reduced
mobility and  positive
effects in terms of urban

Figure 12 Contribution of UPT projects to deliver greener, smarter,

safer and more inclusive public transport.

¢ Replacement of old diesel buses with more energy
efficient/greener bus fleets

e Conversion of kinetic energy into electrical energy

¢ LED lighting

Energy efficiency

e Elevators and low floor ramps
ACCESSIbI|Ity * Audio announcements, electronic information
panels, information on station pylons in Braille

o Stations and fleets equipped with video
surveillance system

Security

¢ Deployment of traffic management and control
Safety system
* Driverless systems

Source: Project evaluations and case studies.

development and regeneration of the city (also in synergy with areas where renovation was also
planned or ongoing), as well as impacts on territorial cohesion (as projects were expected to
promote social integration and accessibility to workplaces).

44 This unit of measurement represents the movement of a vehicle over one kilometre.
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e Other positive impacts concerning accessibility were mentioned in 22 of the 65 projects covered
by the project completion report review (34%) in relation to improved accessibility to urban
transport for peripheral or newly developed areas, as well as to some specific nodes (such as
airports or business parks). Passenger safety and security were also substantially improved by
the use of new technologies.

The evidence regarding improved energy efficiency is more mixed. Although technical choices
were deployed to reduce energy consumption, new UPT projects sometimes ended up with higher levels
of energy consumption. This is the case for new public transport vehicles or metro systems that are
equipped with air conditioning to improve passenger comfort.

3.1.3 Service quality improved

Service quality was an important dimension of EIB-financed UPT projects. The analysis of project
completion and appraisal reports show that service quality, which includes comfort improvements,
punctuality, frequency and reliability have been considered a central component of the benefits of UPT
projects. Achievements related to service quality are frequently part of project objectives, often in relation
to the overall purpose of making UPT more attractive to new users.

However, the EIB has not developed metrics for measuring such achievements in a systematic
manner (e.g. data on frequency, reliability and punctuality), whilst there is much anecdotal evidence
about service improvements in EIB project documentation.

In spite of measurement challenges, the project evaluations exemplify significant service
improvements. In particular:

e Metro and tramway projects improved frequency, reliability and punctuality when compared to the
buses that they replaced.

e Increased reliability appears to be particularly significant for projects involving separated right-of-
way systems like metros or dedicated bus/tram lanes and/or driverless automation.

e The new fleets and stations/stops always provided a higher level of comfort and amenities (e.g. air
conditioning, USB recharging, more comfortable seating, increased passenger safety, real-time
information systems) compared to the old fleets.

o Safety standards were improved by deploying traffic management systems or upgrading signalling
systems.

30  Evaluation of EIB support for urban public transport in the EU (2007-2019) — Thematic report
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3.2 Ridership was lower than anticipated for more than half the projects reviewed, and modal

shift was sparsely documented

3.2.1 In more than half of the cases analysed, actual demand deviated from initial forecasts

At completion, 53% of the projects analysed (31 out of 58) did not reach the EIB’s expected level
of ridership, which was significantly lower for 39% of projects (Figure 13). This finding is robust
with the caveat that information on passenger flows was sometimes not fully comparable across the
appraisal, completion and ex-post evaluation stages, as it may have been reported at the network level

rather than at project level. This
evaluation screened project
completion documents and
literature, and identified four main
reasons for this deviation from initial
forecasts*: impact of the economic
crisis, over-optimistic expectations,
incoherent municipal mobility plans
and/or project completion reports
sometimes conducted too early to
capture longer ramp-up periods.

First, demand was significantly
affected by the economic crisis

Figure 13 Achievement of anticipated ridership objectives

m Actual demand higher than
planned

= Actual demand equal to
planned (within 3% below or
above)

Actual demand lower than
planned (up to 10% decrease)

= Actual demand significantly
lower than planned (more than
10% decrease)

whose impacts could not be fully
anticipated at project appraisal.
Data on UPT ridership in Europe*t
confirms the negative effects of the
economic  crisis on reducing
passenger levels in public transport.
Demand was affected by accelerated emigration, the sudden downscaling of large urban development
and real estate projects and the reduction in business activities. Overall, large deviations (above 10%)
between expected and actual data occurred because the impact of the economic crisis was not
integrated into traffic forecast models used by project promoters that were based on pre-crisis data. The
geographical distribution of the completed projects analysed suggests that countries in Southern Europe
recorded the highest share of projects that did not achieve the expected traffic levels (12 out of the 17
projects implemented in Southern European countries did not achieve the expected traffic levels). At the
time UPT projects were planned, there was strong economic growth in these countries and many urban
development projects had been launched driven by high growth in the construction sector. Demand
levels in Europe bounced back to pre-crisis levels only in 2014.

Source: Project completion report review, based on 58 projects, for
which data on ridership was available after completion.

Second, the promoters’ estimates of passenger flows were sometimes over-optimistic, and were
only partly corrected by the EIB’s more conservative demand forecasts. This has important
implications for the accuracy of the cost-benefit analysis, since it ensures that the judgment on projects’
economic rationale is based on more realistic traffic demand forecasts. However, in spite of the more
conservative EIB adjustments, demand data at project completion remain, in most cases, below the
expected levels at appraisal. Two past evaluations of the European Court of Auditors*” also found that
many UPT projects in Europe had lower than expected usage levels and found that “insufficiencies in
project design (insufficient feasibility studies including overestimation of users)” was one of the main
causes of underutilisation. The EIB already now applies more conservative estimates of ridership than
those produced by its clients.

45 Qut of 31 projects failing to reach the anticipated demand, explanatory factors were provided in project
completion documents in 24 cases.

46 UITP statistics brief on local public transport in the European Union (2016). here

47 European Court of Auditors (2019). Sustainable Urban Mobility in the EU: No substantial improvement is
possible without Member States’ commitment, available in: here and European Court of Auditors (2014)
Effectiveness of EU-supported public urban transport projects, available in: here.
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Third, in the case of projects facing a long ramp-up period, project completion reports were
conducted too early to fully capture the materialisation of demand. Based on its project evaluations
and on information available in the Bank’s project completion reports, this evaluation found that for about
20 to 25% of the completed projects, standard reporting procedures did not make it possible to
adequately capture the long ramp-up period of projects. Of the 58 completed projects analysed, the
Bank’s services estimated at completion stage that 12 projects needed a longer ramp-up period for the
anticipated ridership to materialise. Five of these projects (nhew metro and tramways) went into operation
before the completion of all the planned sections and therefore the expected demand could only be
achieved when all interchanges were completed and the line connected densely populated urban areas
with economic activities and public services. From the projects’ evaluations, this evaluation identified a
similar proportion of projects (three out of 12 or 25%) for which the respective project completion reports
pointed to deviations from initial forecasts, essentially because data at the completion stage did not fully
integrate the length of the ramp-up period#8. The Bank’s project completion reports are prepared within
15 months after project completion, a period that is not always sufficient to capture the actual usage.
For these projects, more adequate reporting on usage level can only be carried out at a later stage.

Fourth, the European Court of Auditors recently pointed to another cause of underutilisation,
namely the fragility of municipal mobility policies, often characterised by a “lack of coordination
between modes of transport and with parking policy, absence of urban mobility plan”4°. Currently, the
EIB requires as part of its due diligence the existence of an urban mobility plan, but the Bank does not
verify the appropriateness or consistency of such a plan. This finding from the European Court of
Auditors could not, however, be confirmed by this evaluation, which did not have the resources to verify
the appropriateness of the sustainable urban mobility plans covered by its project evaluations.

3.2.2 Projects’ contribution to a modal shift in favour of public transport is largely undocumented after
completion

Although the expected effect of UPT projects on a modal shift towards urban public transport
varies significantly from one project to another, and from one city to another, most of the modal
shift expected in all 12 projects evaluated was to occur largely from the old public transport
mode to the new one, rather than from cars to public transport. The UPT projects were expected
to divert between 3% and 30% of passengers from using cars. The induced modal shift of a specific
project was limited and very localised when this project only represented a small share of a large city’s
public transport network. This happened, for instance, in one project implemented in a Northern
European city that aimed to divert 30% of passengers from cars to public transport, which represented
less than 2% of total daily trips in the regional area, making any consideration in terms of modal shift
challenging to prove. Conversely, another project carried out in a medium-size city in Southern Europe,
which also aimed at shifting 30% of passengers from cars to public transport, was key in reducing car
traffic levels in the city centre (by around 40% along the project catchment area), according to an
independent study undertaken by a local university.

This evaluation was unable to systematically assess the achievement of modal shift for the
projects evaluated in-depth. Improving modal shift towards public transport is a major justification of
EIB-financed UPT projects, but this dimension is not systematically monitored at project completion.
The expected modal shift is included in projects’ ex-ante cost-benefit analysis and is the result of traffic
models used by project promoters. While this evaluation’s in-depth analysis of 12 projects found that
promoters often have information on actual modal shift, this information is generally not reported by
project completion documents: only 14% of the 65 completed projects within scope provided data on
modal shift at completion.

While some of the cities included in the 12 project evaluations were well advanced in
implementing coherent urban mobility policies, others were slower in setting up appropriate
measures to discourage the use of private cars. For two of the projects evaluated, the attractiveness

48 For these three projects, current demand shows excellent results and is increasing every year.
49 European Court of Auditors (2019). Sustainable Urban Mobility in the EU: No substantial improvement is
possible without Member States’ commitment, available here.
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of public transport was not sufficient to reverse users’ preference for cars. The user’s decision to choose
a transport mode ultimately thus depends on a combination of complex factors, most of which are
beyond the remit of a single UPT project, including the combination of incentives for public transport
(e.g. low fares, high frequency and reliability, high safety and security standards, improved parking
management) and deterrents for car usage (e.g. congestion charges, restriction to the use of private
cars). Evolutions in modal share depend also on the importance of social significance attached to car
ownership, which is increasing in Eastern Europe and decreasing in large cities in Western Europe®°,
and to habits in mobility choices. Transport systems change slowly and several dimensions underlie the
decision to use public transport regularly, including:

e Socio-demographic factors (e.g. age, gender, education, occupation, income, population
density, household composition, car availability and social significance associated with car
ownership);

e Journey characteristics (e.g. reason for travel — e.g. professional, leisure, etc.; distance, travel
time and costs, departure time, trip chaining, weather conditions, information, interchange
availability);

e Spatial patterns specific to each urban area (e.g. urban population density, diversity, proximity
to infrastructure and services, frequency of public transport, availability of parking)®".

Travel time gains were found to bring about a change in passenger modal choices when
combined effectively with other key urban policy measures and incentives discouraging the use
of private cars. All 12 projects evaluated, except one, attained the expected time savings for previous
car users, which ranged from four minutes up to ten minutes per trip. However, success in achieving
modal shift was most visible in the case of time savings combined with other key measures and
incentives discouraging the use of private cars in urban areas. For example, a tram project in a Southern
European city offered better safety conditions, comfort gains, higher frequency, and a shorter trip, which
largely explain the positive results in modal shift (40% reduction in car traffic in the project’'s catchment
area).

3.2.3 Projects’ contribution to carbon reduction has likely been positive, but lower than expected

EIB-financed UPT projects were expected to contribute positively to a reduction of carbon
emissions, but such contribution could not be confirmed at project completion. Public transport
is generally considered a low-emission transport mode compared to the use of private cars, but
calculating the magnitude of these benefits is challenging. Greenhouse gas emissions reduction
(absolute and net) is based on complex modelling that has to consider expected changes in the modal
share induced by the projects, the energy mix of the city’s power supply, energy consumption in the new
project and changes in the transport networks (e.g. tramway or metro that substitute bus routes). Since
2012, as part of the project appraisal procedures, the EIB has estimated the project’s absolute
greenhouse gas reduction and net carbon footprint. In the sample of 12 projects evaluated in-depth for
this evaluation, ex-ante estimates on net carbon emissions were negative, implying that projects were
expected to reduce greenhouse gases relative to the “without project” scenario. These projections could
not be confirmed at project completion, as data on absolute greenhouse gas reduction was not available
at project completion.

Overall, greenhouse gas reduction effects induced by the projects are likely to be lower than
expected because of lower than expected usage levels upon completion. Ex-ante estimates of net
carbon reductions were based on usage forecasts and on a relatively modest expected decrease in car
use. The fact that actual passenger flows fell short of their initial targets reduces the potential positive
impact of projects on climate, since the expected benefits of reduction in car mileage and congestion
relief have not fully materialised.

5 UITP (2016). Statistics brief: Local public transport in the European Union. here
51 European Parliament (2018), Study Research for TRAN Committee - "Modal shift in European transport: A way
forward", pages 39-41.
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3.2.4 Project contribution to reducing air pollution and noise could not be assessed

Although EIB-financed projects were expected to reduce congestion and improve air quality,
their environmental benefits attained upon completion could not be captured by this evaluation.
Such effects of UPT projects could not be proven, because baseline and targets were not defined at
project appraisal and there were no data at project completion. The benefits of air quality improvements
are localised and are difficult to attribute to UPT projects without location-specific information on
pollutant concentrations, population exposures, traffic emissions data and dispersion modelling. The
collection of such data is costly for promoters and is not requested by the EIB. Having said that, however,
it can be expected that technological improvements®? and the development of smart cities may soon
contribute to reducing the cost of data collection and analysis on environmental benefits, although the
attribution of such benefits to individual projects remains an unresolved question.

3.3 Fragmented qualitative evidence suggests that projects contributed to achieving broader
socioeconomic impacts

The evaluation found that the EIB-financed UPT projects are estimated to contribute to territorial
cohesion and city growth under certain conditions. This evaluation collected qualitative evidence
from project evaluations suggesting a contribution of UPT projects to quality of living, city attractiveness
and competitiveness and territorial cohesion. In five projects evaluated, the development of the UPT
project was conceived as an integral part or was undertaken together with an urban renovation
programme, including in less privileged neighbourhoods. These projects were likely to contribute to
social cohesion, by bringing UPT services to previously underserved areas. Such approaches were
often identified for UPT projects in France. Although this evaluation did not collect data on changes in
land values in the proximity of the UPT projects, in at least two cases tangible signs of city growth (e.g.
new buildings, skyscrapers, new apartment blocks) were already visible in the areas served by the
projects. Such effects are very much related to the areas served by the projects and are likely to be
higher in commercial and/or central areas compared to residential areas.

The achievement of socioeconomic and environmental impacts results from the cumulative
effects of larger urban investment programmes, of which the UPT projects were often one
component. The magnitude of broader impacts depends on how cities combine their public transport,
land-use and social policies. It also depends on the project size with respect to the city size (e.g. the
construction of the first tramway or metro line in a mid-size city is likely to generate large city-level effects
compared to the extension of an existing metro network by a few kilometres or to the purchase of new
rolling stock). This perception is by and large shared by external stakeholders interviewed for the
purpose of this evaluation — including EIB staff — some mentioning also the need for the Bank to move
away from a “sector and project-by-project” approach towards more systemic city-wide support for urban
public transport.

52 Such technologies include big data collected by internet of things (loT) sensors, such as devices installed on
vehicles or mobile phones, as well as the analytical techniques to process these data and extract relevant
information.
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3.4 Project sustainability is usually ensured, albeit with risks associated with capacity to
sustain new investments and increasing running costs

The EIB’s assessment of UPT project financial sustainability was adequate. The EIB analysis
builds on the assumption that an UPT operation cannot have a positive financial return given that this is
normally calculated based on fare box revenues and municipalities’ fixed prices of ridership to keep it
affordable and attractive for the largest possible share of users. Public subsidies draw on the local or
national tax base (covering both the investment and the operational costs.

Box 5 Different systems for financing public transportation in Europe

e In France, one of the main funding sources is a local payroll tax earmarked for public transport, which is then
transferred to the transport operator to compensate the gap in the cost of operating the system.

e In Spain, a pre-defined amount of resources is transferred by the central government to municipalities with
a statutory obligation to provide UPT services.

e In the United Kingdom, the arrangements are more ad hoc and rely on a variety of mechanisms, ranging
from the use of formulas determining the level of central budgetary support needed by local councils to
deliver transport services, to grants awarded to local authorities through a competitive bidding process, to
specific initiatives approving spending commitments for major UPT projects and multi-year agreements with
transport authorities.

Source: Project evaluations

Around two-thirds of the projects analysed
attained or exceeded the planned financial [RECCLCRESCUICTUEIIEEEIEIEESLENCIN
sustainability. The evaluation analysed 41 |[Bisiabariibiaie e U EESA L
completed projects for which information on actual axailgblelinioanation)

financial sustainability was reported at completion.
Out of these 41 projects, about two-thirds
achieved or exceeded the planned financial
sustainability. In five out of the 41 cases, EIB
services found that actual financial sustainability
was not achieved or at risk, with additional
resources needed (Figure 14, right). In the PCRs
analysed, EIB services indicated that the majority
of municipalities concerned had laid the
foundations for ensuring continuity of service.
When project financial sustainability was rated as
being at risk by EIB services at completion, such
judgment was due to a worsening of the budgetary gy ce: PCR review, based on 41 projects for which
conditions with municipalities and/or transport  the information was available at completion.
operators compared to the appraisal stage rather

than to a real financial risk for continuity of services. Financial conditions worsened in a limited number
of projects, where promoters had to deal with overambitious UPT investment plans during the economic
crisis.

® Actual financial sustainability
better than planned

= Actual financial sustainability as
planned

Actual financial sustainability
worse than planned but still
achieved

= Actual financial sustainability
not achieved or at risk,
additional resources needed

Overall, the sustainability of EIB-financed UPT projects was supported by the integration within
long-term strategic frameworks, a sound management structure, an operation and maintenance
policy, and a robust financial configuration. In particular, the integration of projects within cities’
urban mobility strategies facilitated the long-term sustainability of project effects®. The project
completion reports analysed indicate that factors likely to increase the risks for the continued project
effects include: (i) changing policy support, (ii) conflicting urban mobility policies (e.g. new competitive
infrastructure, free access to the city centre, free parking spaces) and (iii) uncertainty on complementary
urban development projects. From the 12 project evaluations, examples of interventions that are likely

53 |n the project completion report review this indicator provides an assessment of the persistence in the medium
and long run of the project benefits (e.g. modal share, environmental and climate outcomes). It is a qualitative
assessment based on information included in the PCR concerning the effects of complementary or competing
projects or the expected recovery of ridership demand at the end of the ramp-up phase.
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to reinforce project effects include congestion charges, parking limitations in city centres, construction
of park-and-ride facilities near major transport nodes, awareness-rising and promotional campaign
activities. To encourage public transport utilisation, cities are also investing in the creation of more
efficient feeder networks and in improving the integration of multimodality traffic.

Nevertheless, in the long term, an unbalanced cost recovery ratio® might affect cities’ capacity
to properly operate the service and to finance more UPT projects. As concerns the 12 projects
evaluated in-depth, full coverage of operation costs through fare box revenue was achieved in only one
case. In the other projects, the functioning of the public transport systems was subsidised, ranging
between 70% and 25%. Concerns were expressed in interviews with stakeholders with respect to cities’
capacity to sustain a high level of investment and increasing service running costs, and to think more
strategically about how to finance and operate sustainably expanded UPT systems. These concerns
are also reflected in literature%®.The level of financial sustainability of public transport networks is
determined by political choices, which also include affordability considerations, and goes beyond the
individual UPT projects financed by the Bank. In this respect, the Bank’s role focuses on identifying
particularly critical and unbalanced situations that might undermine project bankability.

54 Share of operating expenses covered by the fares paid by passengers.

5 See for instance Mateu Turro, et al. (2018), Pilot project study on innovative ways of sustainably financing public
transport, Study prepared for the European Commission, DG Move available here; EIB (2018). Financing
innovation in clean and sustainable mobility- Study on access to finance for the innovative road transport sector,
European Platform on Sustainable Urban Mobility Plan (2019). Funding and Financing Options for Sustainable
Urban Mobility.
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4. EFFICIENCY OF EIB URBAN PUBLIC TRANSPORT PROJECTS

This chapter assesses the quality of project implementation (the extent to which the project’s
components were implemented on time and within budget) and to what extent projects’ economic
benefits outweighed their economic costs.

Key findings:

e Almost two-thirds of the completed projects analysed (i.e. 65 operations for which a project
completion report was available) were completed on time or with a delay of less than one year.

e The EIB made a sound assessment of project costs, resulting in a limited number of projects that
had significant cost overruns.

e The EIB acted proactively to support borrowers when their capacity to repay a loan was
considered at risk.

e The EIB appraisal procedures led to the selection of projects with a sound business case.
However, projects with low ex-ante economic viability were more at risk of not delivering the
expected economic net benefits, especially when ridership fell below expectations.

4.1 Almost two-thirds of the projects within scope were implemented on time or with a small
delay

65% of the UPT completed projects within
scope were implemented on time or with a EEIHTIET)

delay of less than a year (see Figure 15). In
the case of the projects which had a delay
exceeding one year (35%), delays involved
both experienced and less experienced 45years | 0
project promoters and could not be fully
anticipated. Delays also occurred in all UPT

5-6years B 1

3-4 years 7

sectors and were especially long for metro and 2-3years 4

light rail projects, which are technically more s 0
- ears

complex. g

Upto one year [N 15
Substantial delays in UPT projects
occurred under specific circumstances
that could not be fully anticipated at
appraisal. At project appraisal, the Bank | Source: IG/EV based on portfolio review (68 projects
revises the project work plan submitted by | completed at the time of evaluation)

promoters and usually includes extra time

contingencies to factor in promoters’ capacity and the projects’ technical complexity. An in-depth
analysis of projects with delays of more than one year (21 projects) found that delays are mostly driven
by the following factors: (i) low maturity of projects at appraisal (29%), (ii) procurement issues phase or
poor management (29%), (iii) technical issues (24%), and (iv) financial problems of contractors and/or
promoters (18%).

Ontime (or earlier) - NG 29

Case studies focusing on majorly delayed projects show that a combination of factors was at
stake, including insufficient risk identification and planning of mitigation measures. Delays
observed in the case studies® could not be entirely attributed to project technical complexity, but were
also related to country-specific characteristics, such as the complexity of administrative procedures and
project governance arrangements, lengthy procurement processes, excessively slow disbursement of
national funds, and political changes to public support. Problems in risk identification and in designing
appropriate mitigation strategies were common to all four case studies including heavily delayed
projects. Even if risks were known at project appraisal, as in the case of archaeological or geotechnical
risks, their potential impacts on project implementation were underestimated both by promoters and by
the EIB. When mitigation and correction measures were taken by the promoter during the

5 Four out of the six case studies undertaken for this evaluation focused on ongoing projects that had accumulated
considerable delays.
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implementation phase, these were not enough to keep projects on track or to avoid changes in some
project components. This resulted in a reduction of some of the expected project outputs.

The EIB monitoring requirements and resources seemed appropriate for well-performing
projects but not enough for underperforming projects. Project evaluations confirm that, in most
cases, the monitoring requirements and risk mitigation strategies set at the appraisal stage turned out
to be appropriate, but case studies show the limitations of EIB monitoring when projects severely
underperformed. EIB monitoring requirements differentiate between light and heavy monitoring that
depend on project complexity and promoters’ capacity assessed at project appraisal. When the
promoter’s experience is not deemed adequate, the EIB may require promoters to set up dedicated
project implementation units. When something unexpected happens, promoters are asked by the Bank’s
services to clarify the extent of the problem and to provide evidence that appropriate actions are going
to be taken to ensure continuation of works. Site visits during implementation of underperforming
projects are only carried out exceptionally because of time and resource constraints. The Bank has
neither the in-house capacity nor the financial resources to provide technical support during project
implementation.

The EIB supported project borrowers when they had financial issues. When the capacity of
borrowers to repay the loan was at risk, strict financial monitoring was carried out and the Bank
supported borrowers facing financial problems by renegotiating the loan conditions. In UPT projects,
these interventions concerned project borrowers that were hit hard by the economic crisis.

4.2 Three-quarters of the projects within scope were implemented within budget

The Bank’s services have performed
reasonably well in gauging risks Rl ENEAGE T ERTo] 1 W o L1ed e Nl fo) [Vl AL oL B
related to construction and
manufacturing costs, except when
project appraisal occurred at an early | | Higher final cost (+20% to +50%) [ 4
stage. Three-quarters of the completed

projects did not exceed the anticipated Higher final cost (+5% to +20%) 13
budget (Figure 16). This is a good result
considering that cost overruns well in On budget (5% to+5%) NN ::

excess of 10% are common in large-
scale UPT projects®”. Unit costs
identified by project promoters are
systematically compared against
industry standards based on EIB in- Lower final cost (-20% to-70%) | 12
house experience and sector
benchmarks. The EIB services are
generally in a good position to estimate
costs since EIB involvement often takes
place late in the project cycle, when the
nature of the technical solution adopted
is well understood and detailed studies have already been carried out. As expected, cost increases
above 10% were observed in complex projects, namely for 20% of metro and 14% of tramway projects.
For 43% of the projects included in the PCR review®8, unexpected changes in the design, scope or
procurement method in less mature projects were the major reason for cost overruns, followed by poor
project management capabilities of the promoters (21%), and unforeseen technical issues (21%).
Savings on the project budget were sometimes achieved when the Bank’s technical contingencies were
unnecessary because of good project management, more efficient procurement procedures or declining
unit prices determined by increased competition between construction companies and manufacturers
during the economic crisis.

Lower el cost (5% to-20%) | 17

Source: UPT portfolio (68 projects completed at the time of
evaluation). Only 2 framework loans with a 100% UPT allocation
are included.

57 Flyvbjerg, B. (2007), Policy and planning for large infrastructure projects: problems, causes, cures, Environment
and Planning B: Planning and Design, 34 (4): 578-597.
%8 There was no information available for 15% of projects that had cost overruns.
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4.3 Almost all projects within scope were estimated to be economically sound after
completion, but the few exceptions call for a more robust sensitivity analysis at appraisal

Box 6 EIB’s approach for assessing the economic viability of urban public transport projects

Economic viability of projects is an important dimension of efficiency. Indeed, UPT projects most often have a
negative financial internal rate of return (FIRR). Municipalities fix prices of ridership to keep it affordable and
attractive for the largest possible number of users and use subsidies to cover both investments and operational
and maintenance cost. In this context, a project is worth implementing only if it provides non-monetary economic
benefits (reduced pollution, less congestion, reduced CO2 emissions, etc.) that cover its costs.

At the project appraisal stage, projects’ promoters conduct a cost-benefit analysis. The Bank, in turn, takes into
account the information provided by the promoter to perform its own ex-ante cost-benefit analysis assessment.
The analysis accounts for all the benefits and costs whatever their nature, both financial and non-financial. It
assesses the value of a project using two synthetic indicators: the net present value and the economic rate of
return. EIB procedures state that only projects with an economic rate of return above a given threshold should
be financed.

At the project completion stage, the EIB services provide in project completion reports estimates of the likely
evolution of the economic rate of return, which are based on the achievement of key performance indicators,
such as demand levels, capital expenditures involved, and changes in the level of operational expenditures and
in output. This makes it possible to assess whether the project performance was in line with expectations.

All the UPT projects analysed had an ex-ante economic rate of return that was at least at the EIB’s
minimum acceptable threshold. The evaluation analysed the appraisal documents of 57 completed
projects for which the economic rate of return could be compared ex-ante to ex-post. All 57 projects had
an ex-ante economic rate of return estimated by the EIB services to be of at least at the minimum
threshold acceptable for EIB’s financing. About half (48%) had a relatively weak economic rate of return,
reflecting the characteristics of the investments in this sector (e.g. significant investment and operational
costs, and several unquantifiable benefits). One-third had an acceptable economic rate of return. For
19% of the projects the economic rate of return was deemed good or excellent with respect to the EIB’s
required acceptability threshold. Only a limited number of projects (12%) had a very weak economic
rate of return.

At project completion, 58% of the projects within scope were estimated by the EIB services to perform
better or in line with ex-ante expectations, but some 19% were found to perform much worse than
expected. From the population of 57 projects for which the economic rate of return could be compared
ex-ante to ex-post, a majority (58%) were estimated to perform better or as expected ex-ante, while a
sizeable proportion performed worse (23%) or much worse (19%) than expected. Geographical patterns
show that projects in the Eastern region performed better thanks to better project implementation
performance and a higher than average ex-ante economic rate of return . The relatively poorer
performance in Southern European countries was mainly due to implementation issues and low
patronage levels, which significantly reduced projects’ economic efficiency. Western and Southern
European regions also had a higher proportion of UPT projects with a marginal or lower than marginal
economic rate of return, which increased the risk of delivering an unsatisfactory economic rate of return
at project completion.

In six out of the 57 projects analysed, the EIB services estimated that investments had become
economically unsound. In general, an ex-post economic rate of return falling below what was expected
ex-ante does not in itself indicate that the project performed badly. In such instances, a project may still
be considered as economically viable and worth implementing, even though its value for society is
slightly lower than expected at appraisal. Out of the 57 projects analysed, the EIB services estimated at
completion that six projects were economically unsound from the Bank’s perspective as their economic
rate of return was below the minimum acceptable threshold for the EIB’s financing. Three of them had
an expected economic rate of return equal or superior to the minimum acceptable threshold at appraisal,
but suffered from a combination of adverse factors (a combination of delays and/or increasing costs
and/or lower steady-state patronage than expected). The other three were already estimated to have a
marginal economic rate of return at the appraisal stage with respect to the EIB’s required acceptability
threshold, and suffered from significantly lower patronage than expected, which was in itself sufficient
to make these projects economically unsound.
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This evaluation’s ex-post cost-benefit analysis confirms that projects estimated to have a weak
economic rate of return at the appraisal stage were at high risk of being economically unsound
ex-post. This evaluation performed an ex-post cost-benefit analysis of eight UPT projects. This exercise
aimed at illustrating factors which may explain the (under)performance of UPT projects after completion,
and which could therefore be better taken into account by the Bank’s ex-ante cost-benefit analysis. Of
the eight cases analysed, two were found as having an ex-post economic rate of return significantly
below the EIB’s minimum acceptability threshold. The unsatisfactory ex-post economic performance of
these two projects was due to the combination of lower than expected demand, higher than expected
investment costs and lower than expected steady-state patronage. At appraisal, these two projects were
already expected to have a marginal economic rate of return5°. A lesson from this evaluation’s ex-post
cost-benefit analysis is that, for those two projects already flagged as having a marginal economic rate
of return at the appraisal stage, the EIB’s standard sensitivity analysis (aimed to test the robustness of
the economic rate of return estimates) did not adequately account for the combination of risks on the
economic soundness of the project. A more robust analysis of risks to the economic viability — that
simulates the combined effects of changes in multiple variables — is particularly important for projects
characterised by a marginal economic rate of return, because they face a higher risk of suffering the
consequences of minor implementation issues and/or minor deviations from demand forecasts.

%9 In particular, the project which this evaluation found as having a negative ex-post economic rate of return also
had the lowest ex-ante economic rate of return of all eight projects analysed. It should be noted that the project
completion produced by the EIB services for this project did not detect an ex-post economic rate of return falling
short of the ex-ante expectation; the light analysis produced at the project completion report stage was not
sufficient to identify the negative economic performance of this project.
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EIB FINANCIAL AND TECHNICAL CONTRIBUTION TO THE PROJECTS

82. This chapter examines the extent to which the EIB made a financial and technical contribution to UPT
projects. Following the EIB 3-Pillar Assessment (3PA), this evaluation measured three dimensions of
the EIB’s contribution:

The EIB financial contribution measures to what extent the EIB was able to improve borrowers’
funding terms compared to alternative sources of finance.

The EIB financial facilitation identifies how the EIB’s involvement has a catalytic role in mobilising
other financiers. Financial facilitation may result from providing innovative products, or from
attracting other private-sector financing or leveraging public-sector financing (from national or
EU budget and financial instruments, for example).

The EIB technical contribution relates to any non-financial contribution to the project design
and/or implementation provided by the EIB, which may take the form of improvements in the
technical, economic or financial aspects of the projects financed®®.

83. Key findings:

The EIB financial contribution was substantial, and it was particularly strong during the global
financial crisis, during which availability of financing for urban transport investments was
reduced.

The EIB financial facilitation was high in UPT projects that required complex financing
arrangements to be set up with multiple financiers, as in the case of public-private partnerships
(PPPs), but limited elsewhere.

Except in cases where UPT projects were complemented by formal technical assistance, the
EIB technical contribution to UPT projects was moderate. Indeed, in most cases, promoters were
highly experienced and did not request such services, or alternatively the Bank was brought in
late to investments and consequently had little margin to provide technical input to project
promoters.

60 This includes both the in-house support provided by the relevant Bank’s services and support provided through
mandates (e.g. JASPERS, ELENA, Eastern Partnership Investment in Connectivity—EPIC).
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5.1 The EIB financial contribution was substantial, especially in the context of the financial
crisis

The EIB financial contribution was RalIICRYASERGEREEIR TNl N AN X

deemed high or significant for the vast WULJEIS)

majority of UPT projects (Figure 17). The

analysis of data from the project completion ‘
a4

m High

report review revealed that for almost 90% of
completed projects the EIB financial
contribution was deemed high or significant,
both at project appraisal and completion®’.

Significant

The EIB financial contribution enabled 23
municipalities to finance their UPT
projects at conditions that could not be
matched by other financiers. Such
contribution was high and significant for most
UPT projects and was built on the provision

of Cheape_r, sizeable and 'O”Q'term Iqans that Source: Project completion report review, based on
were delivered through tailored financing  5g projects, for which the data were available in project
arrangements.  Project promoters and  gppraisal reports.

borrowers interviewed for this evaluation o _
stressed that EIB financing for their UPT Note: Rating is based on EIB ex-ante project assessment.

Moderate

= Low

projects was valuable, because it made their

investments more affordable and helped municipalities to comply with tight fiscal constraints and adjust
their debt exposure. UPT investments often involve considerable amounts, especially when related to
the construction of metros, tramways and light rail systems that often go beyond the capacity of
commercial banks. The large amounts®? that could be made available via EIB loans enabled
municipalities to limit the number of financiers and reduce the costs of overly complex financing
schemes. The flexibility attached to the EIB loans was critical for UPT projects, since it enabled
municipalities to meet their debt exposure targets. In addition, the EIB offered a range of financial options
to borrowers, allowing them to tailor the product to their needs and to changing market conditions. The
borrowers interviewed during project evaluations indicated that such flexible arrangements could not be
offered by the market, and that that lower investment costs generate financial benefits that municipalities
can pass on to transport users and taxpayers. Project promoters and borrowers also pointed out that
the cumulative advantages of the EIB loans offset any additional reporting requirements and the EIB’s
thorough due diligence process.

The importance of the EIB’s financial contribution was context-specific, reinforced by the
economic and financial crisis. The EIB played an important role as “lender of last resort” when
financial markets tightened throughout Europe, including for municipalities. The Bank’s participation
enabled projects to reach financial closure under favourable financing conditions, given the prevailing
market context. This was particularly evident in more developed cities that benefited less from the
support of EU funds for urban transport.

61 Data at project completion were available for a smaller sample of projects (24) that substantially confirmed the
ex-ante assessment.
62 EIB financing cannot exceed 50% of the project costs.
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5.2 Except for PPP projects, EIB financial facilitation was limited

The EIB services expected EIB prm gy o L
financial facilitation to be high or R EIEEIR G R R oL ol S A R (el 8]
significant for most of the UPT
projects analysed, particularly for PPP
projects. The evaluation examined the
appraisal documents of 57 completed
projects, and found that nearly 72% were
estimated by the EIB services to have a
significant or high catalytic effect for
borrowers (Figure 18). While the analysis
by country and sector groups does not
reveal any specific pattern, the data
suggest that the EIB’s facilitation role was
higher for the seven projects procured
under PPPs®3, This evaluation analysed
in-depth two of these PPP projects, and
found that in these cases the EIB’s
involvement was considered to give a
strong signal to potential concessionaires
and to be a driver of trust with other
financing partners. The EIB’s ability to
intermediate part of the loan through commercial banks helped to bring in private financiers and, at the
same time, reduce the EIB’s direct exposure.

= High

m Significant

Moderate

u Low

Source: IG/EV based on appraisal documents for 57 completed
UPT projects

The EIB loans complemented national or European grants for public transport. The Bank’s UPT
portfolio includes 48 projects (22%) that were financed by the European Structural and Investment
Funds. In these projects, the EIB loans supported municipalities in mobilising their co-financing share
of the investment supported by EU grants.

Evidence from the 12 project evaluations indicates that actual EIB financial facilitation was less
prominent than estimated in appraisal documents. The data available in the project completion
report analysed was not sufficiently informative to enable a comparison between the expected and
actual financial facilitation provided by the EIB. Consequently, ex-post analysis of EIB’s financial
facilitation could only be undertaken for the 12 in-depth project evaluations. In ten out of 12 cases, there
was no evidence that the high or significant signalling and crowding-in effects estimated at appraisal
had materialised. Other sources of financing had usually been secured by the time the Bank was
contacted by the promoters. There was consequently limited room for the EIB’s involvement to mobilise
any additional financier. By contrast, the two cases for which the high or significant facilitation expected
at appraisal had materialised were projects procured through a PPP. Except for these two cases, EIB
financial facilitation was more likely to occur in the long run, in the context of well-established long-term
partnerships. The promoters interviewed in cities that had a long-standing partnership with the EIB
mentioned that the EIB’s funding had, in general, a positive signalling effect for other investors for future
projects.

63 The project completion report review includes seven projects. In the EIB UPT portfolio, PPP schemes were used
in 12 operations (6% of the entire UPT portfolio), half of which for financing metro projects in Spain.
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5.3 The EIB technical contribution to UPT projects was moderate

The EIB technical contribution was

expected to be the most significant in  EpFEE YT Er TS
the limited number of UPT projects NP e eItr Ra et N Ao A )

supported by technical assistance, and
implemented in Eastern EU cohesion
regions. The evaluation analysed 40 16 |
completed projects, for which EIB services
had rated the Bank’s technical contribution
at appraisal (Figure 19). Amongst these 40
projects, those expected to benefit from the
highest EIB technical contribution were
located in the cohesion regions of Eastern
EU countries and/or benefited from a
combination of EIB financing and technical
assistance support through JASPERSS4 EAST NORTH SOUTH WEST
(project preparation schemes).

11

Number of projects

4
2 2

W High Significant Moderate M Low

The Bank has provided advisory g, co: project completion report review, based on 40 UPT
:5UP_P°"t services sel.ectlvely and where projects for which the data were available in project appraisal
its impacts were estimated to be larger  regports.

(e.g. replicable investment schemes, Note: The rating is based on EIB ex-ante project assessment.
programme loans). The provision of

advisory services by the Bank depends on the combination of demand from counterparts and on the
availability of the EIB’s financial and human resources. The EIB’s resources are especially provided
through specific mandates (e.g. JASPERS, Advisory Hub).

e Less experienced promoters benefited from JASPERS support, which helped to improve project
design and procurement processes. Three of the 12 projects evaluated in-depth received
significant technical support from JASPERS at the very early stage of project development. The
promoters interviewed underlined that JASPERS has played a significant role in enabling
individual urban public transport projects to be embedded into wider urban strategies. JASPERS’
involvement, which typically occurs at the early stage of UPT project development, also helped
project promoters in the definition and improvement of the projects’ technical and/or procurement
specifications.

e The enhancement of the EIB advisory role, through initiatives such as the Advisory Hub
established under the Juncker Plan in 2015, is a relatively recent development. In this framework,
the EIB launched with the European Commission in November 2017 a dedicated urban advisory
platform within the Advisory Hub called URBIS, designed to provide advisory support to urban
authorities in order to facilitate, accelerate and unlock urban investment projects, programmes
and platforms by, amongst others, exploring innovative financing approaches for city
investments. The EIB’s 2019 and 2020 COP underscored the intention for the Bank to continue
advisory programmes such as URBIS and “explore with the European Commission how such
programmes can be continued and funded during the next MFF.

Evidence from the project evaluations indicates that the low rating attributed by the EIB services
to the Bank’s technical contribution reflected a lack of demand from clients. Of the 12 projects
evaluated in-depth, eight expected at best a moderate EIB technical contribution. These projects were
characterised by highly capable project promoters that did not seek EIB technical advice and were often
not aware of these services. The project promoters interviewed do not perceive the EIB as a source of
technical expertise in UPT and are mostly attracted by the financial advantages of the EIB loans. The
Bank’s technical contribution was typically limited to a bankability check and the EIB concentrated its
technical advisory capacity on the identification of risks (technical and financial) and mitigation

64 JASPERS was launched by the European Commission, the EIB and the European Bank for Reconstruction and
Development in November 2005 to help speed up the absorption of the EU Structural and Cohesion Funds,
available under the Connecting Europe Facility (CEF) and the Instrument for Pre-Accession Assistance (IPA).
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measures. Except under project preparation schemes such as JASPERS, there has been limited scope
for the Bank to bring in technical contribution to UPT projects.

The EIB was often brought in late in UPT investment projects and this substantially reduced its
capacity to provide a high level of technical contribution. Municipalities design and develop UPT
projects in line with their urban mobility strategic plans. Evidence from project evaluations shows that
urban transport investment decisions can also be influenced by political considerations. In general, the
Bank does not intervene in technical implementation issues or in the promoters’ procurement schemes
since this could potentially expose the EIB in sharing liabilities with promoters. While the Bank verifies
the soundness of the proposed project, it is not always in a position to question design, technological or
investment choices. Having said that, many projects do not reach the Bank’s appraisal stage if the Bank
services do not consider that the proposed project design is efficient, sustainable or well dimensioned.
The EIB’s services do not have the information and resources required to assess independently whether
a particular design or solution would be better adapted than that envisaged. The appraisal thus tends to
rely on ‘with and without project’ scenarios. The in-depth evaluation of 12 projects revealed that when
the EIB is brought in late on a project®, as is often the case with experienced municipalities, it is often
put in a ‘take it or leave it’ situation.

65 Of the 216 projects included in the UPT portfolio, 128 were appraised when construction works had already
started. Works for half of the UPT projects had already started 1-2 years before the EIB appraised the project.
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6. CONCLUSIONS AND RECOMMENDATIONS

6.1 The EIB’s products and procedures were adequate to address the urban public transport
needs of municipalities in Europe, in particular during the economic and financial crises

This evaluation found that EIB-supported UPT projects were relevant to the needs of
municipalities, notably due to their integration in cities' development plans. EIB due diligence ensures
that they comply with EU directives and meet the Bank’s priorities. The EIB support was mainly geared
towards financing large-scale backbone infrastructure, namely urban railway, metro, tramway and bus.
This evaluation found that these investments were appropriately anchored to the strategic documents
of the municipalities concerned. Long-term partnerships with repeat clients — representing over two-
thirds of UPT lending volumes — were particularly conducive in facilitating the alignment of the Bank’s
support with city needs over time.

The EIB product offer has met demand from both larger and smaller municipalities. The UPT
portfolio is spread across 24 of the 28 Member States and covers approximately 100 European cities.
In terms of volume, investments are mainly concentrated in capital cities, which accounted for
approximately half (54%) of signed amounts, with London and Paris each totalling 12% of volumes
signed between 2007 and 2019. This concentration reflects the fact that UPT investment gaps tend to
be greater in large municipalities, as financial needs are proportional to city size. Small and medium-
sized cities accounted for half of the EIB’s UPT lending. In Central and Eastern European countries in
particular, the EIB financed a large number of relatively small UPT operations. This was due to a
combination of factors, including debt absorption capacity and promoters’ capacity to design large-scale
and complex UPT projects.

In the urban public transport sector, the EIB had a countercyclical role during the economic and
financial crisis, through its substantial financial contribution against the backdrop of reduced
availability of financing for urban transport investments. There was a sharp increase in UPT lending
at the time of the financial and economic crisis: total amounts signed increased from €1.8 billion in 2008
to €4.1 billion in 2011. This increase was notably driven by higher demand from municipalities that were
in the past able to finance their UPT projects through a combination of national/regional grants with
commercial and/or national promotional bank financing. The EIB played an important role as “lender of
last resort” when financial markets tightened throughout Europe, including for municipalities. The Bank’s
participation enabled projects to reach financial closure under favourable financing conditions given the
prevailing market context. The Bank’s countercyclical response to the crisis was particularly evident in
more developed cities that benefited less from the support of EU funds for urban public transport.

While the EIB’s financial contribution to UPT projects was substantial, the Bank did not have
much scope for providing financial facilitation (except for PPP projects). The EIB made a
significant financial contribution by providing loans of a size, tenor and with conditions that could not be
offered by the market, and which were delivered through a wide range of financing options enabling
borrowers to tailor the product to their needs and to changing market conditions. By contrast, this
evaluation found that the EIB’s financial facilitation (catalytic role in mobilising other financiers) was low
in ten out of the twelve projects evaluated in-depth, which was contrary to the expectations set at
appraisal. Indeed, by the time the Bank was contacted by the promoters, other sources of financing had
already been secured. EIB financial facilitation was more likely to occur in the long run as part of long-
standing partnerships. The two PPPs evaluated in-depth stand as an exception: for these projects which
required setting up complex financing arrangements with multiple financiers, the EIB’s involvement gave
a strong signal to potential concessionaires and was a driver of trust for other financing partners.

The limited technical contribution reflected a lack of demand from clients and/or late EIB
involvement in project design. In the majority of the completed projects analysed, the EIB’s technical
inputs were not requested as urban public transport operators already had strong in-house expertise.
Except as part of project preparation schemes such as JASPERS, the EIB’s ability to provide technical
input was also reduced, largely due to its late involvement in project design. For about 60% of the 216
projects signed between 2007 and 2019, construction works had already started when the project was
appraised by the Bank. The Bank’s technical contribution was typically limited to a bankability check and
to the mitigation of technical and financial risks. However, the EIB made a good assessment of project
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ANNEX 2 — EVALUATION METHODOLOGY: EVALUATION QUESTIONS AND

APPROACH

1. Evaluation questions

The table below presents the eight thematic evaluation questions and corresponding Judgment Criteria
(JC) that were formulated with a view to assessing selected issues identified through the theory of
change®’. The formulation of the evaluation questions is based on the theory of change and the purpose
of the evaluation is to test whether the effects that were supposed to materialise took place and whether
the assumptions of the theory of change held up. The eight evaluation questions cover relevance and
performance (effectiveness, efficiency and sustainability) — the traditional evaluation criteria used by

IG/EV as per its Terms of Reference — as well as the EIB contribution.

Table 5 Evaluation questions (EQ) and judgment criteria

oy | PN CTES IR Judgment criteria (JC)
(EQ)
Relevance
The extent to which the objectives and activities are consistent with underlying policies and beneficiary needs.
JC1.1. The Transport Lending Policies (2007) and (2011) were and remain
suitable to contribute to EU policy objectives (as set out in the EU Urban
Agenda and other relevant documents.
To what extent were | ;C1 2 The Transport Lending Policies (2007) and (2011) were and remain
the EIB objectives in | g itaple to support municipal policy objectives (as set out in sustainable
1 support of UPT urban mobility plans and other relevant documents)
consistent with EU - -
objectives? JC1.3. The EIB's project appraisal tools (e.g. Value Added Framework,
3PA, cost-benefit analysis) are suitable to select UPT projects that
contribute to EU objectives.
JC1.4. The projects selected were in line with EU objectives.
JC2.1. Evidence suggests that there was latent demand for the project.
JC2.2. Evidence suggests that the project was and over the years remained
fully in line with UPT needs and the priorities established at urban level.
To what extent were | JC2.3. Evidence shows that the processes and procedures in place at the
the EIB operations | EIB are appropriate for ensuring alignment of the EIB offer with 1) the
suitable to address | Municipalities’ evolving policy priorities; 2) the needs of the project
2 needs/policy promoter.
priorities at urban | JC2.4. Evidence shows that the processes and procedures in place at the
level? EIB are appropriate for ensuring the assessment of the promoter’s capacity
(in terms of knowledge, time and human resources).
JC2.5. The product terms and conditions offered by the EIB were
appropriate to address the needs of the project promoters.
JC2.6. Evidence shows that the advisory support provided by the EIB was
appropriate to address the needs of the project promoters.

67 Not all the expected outcomes and desired impacts of the theory of change are covered by the evaluation
questions. For instance, the effects of EIB-supported urban public transport projects on territorial cohesion or
on inclusive growth were not investigated by the evaluation.
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EQ#

Evaluation question
(EQ)

Judgment criteria (JC)

Effectiveness

The extent to which EIB support for UPT in the EU-28 achieved its objectives

To what extent did
the EIB-supported
UPT projects
contribute to
improving transport
efficiency?

J.C.3.1 The project is delivered as expected; fleets and UPT infrastructure
are operating.

JC3.2. EIB support enabled promoters to build/rehabilitate/purchase fleets

and urban public transport infrastructure that are energy-
efficient/clean/green/safe/smart.
JC3.3. No endogenous/exogenous factor has prevented the

implementation of the project as originally planned.

JC3.4. Evidence shows that production is equal to the expected targets.

JC3.5. Evidence collected shows that potential users are aware of the new
service and the expected usage targets (i.e. expected number of
passengers) are reached.

JC3.6. Evidence suggests that the project has achieved the expected
objectives in terms of improvement in quality of service.

JC3.7. Evidence suggests that the project has achieved the expected
objectives in terms of time savings and cost savings for urban transport
users.

JC3.8. Evidence shows that the project has contributed to a modal shift
towards public transport in line with expectations.

JC3.9. Evidence shows that the project has contributed to a reduction in
congestion in line with expectations.

JC3.10. Evidence shows that EIB processes and procedures in place are
capable of monitoring the delivery of outputs and the achievement of
outcomes in order to ensure EIB support for UPT operations contributes to
improve transport efficiency.

To what extent did
the EIB-supported
UPT projects
contribute to

JC4.1. Evidence suggests that the project has generated improvements in
air quality.

JC4.2. Evidence suggests that the project has generated a net reduction in
greenhouse gas emissions.

4 improving JC4.3. Evidence suggests that the project has contributed to reduce noise.
suset:;,r:::)rillri't‘e';t:tli/or JC4.4. Evidence shows that EIB processes and procedures in place are
climate chyan e capable of monitoring the delivery of outputs and the achievement of
miti ation”g outcomes in order to ensure that EIB support for urban public transport
9 ’ operations contributes to improving environmental sustainability and
climate change mitigation.
To what extent did | JC5.1. Evidence suggests that the project has generated safety benefits.
the EIB-supported
UPT projects . . . )
s contribute to JC5.2. Evidence suggests that the project has generated security benefits.
|mprofvmg traffic | ;o5 3. Evidence shows that EIB processes and procedures in place are
safety and, capable of monitoring the delivery of outputs and the achievement of
passen_ge;s outcomes in order to ensure that EIB support for urban public transport
security? operations contributes to improving traffic safety and passengers’ security.
Cross-cutting JC5.4. There is evidence that the project increased accessibility to
aspects: To what peripheral or previously not connected areas.
6 extent did the

project contribute to
territorial and social
cohesion?

JC5.5. There is evidence that the project increased accessibility to diverse
opportunities (in terms of work, leisure, education, health) for socially
vulnerable groups of people (e.g. disabled, elderly, poorest people).
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Evaluation question

EQ # (EQ) Judgment criteria (JC)
Efficiency
The extent to which benefits are commensurate with costs
To what extent were | jC6.1. Evidence proves that the project did not suffer delays in
the results Of the imp|ementation_
UPT projects - . - .
supported by the .JCG.2. Ewdgnce proves that the project did not suffer cost overruns in
7 EIB achieved (i) implementation.
v:!th"; the expzct_t_ad JC6.3. Evidence shows that the processes and procedures in place at the
!t";l? rtahme an (t")d EIB are appropriate for ensuring 1) the delivery of the project at the best
within cozt??pec e value for money; 2) proper assessment of expected time.
Sustainability
The extent to which the effects persist in the long run
JC7.1. Evidence suggests that the effects generated by the project in the
short run will be sustainable in the long run from an operational
(maintenance), financial, economic, environmental and social point of view.
To what extent will | JC7.2. Evidence suggests that project maintenance will be ensured in the
the outputs and long run.
outcomes of the
8 EIB-supported JC7.3. Evidence suggests that the project is financially sustainable.

projects be
sustainable in the
long run?

JC7.4. Evidence suggests that the institutional setup is suitable for
ensuring the sustainability of project effects.

JC7.5. The EIB has appropriate processes and procedures in place to
make sure the projects meet the basic conditions of sustainability and
support the continuation of positive effects following the project's
completion.

EIB contribution

The extent to which the projects could not have been implemented by the market (additionality)/at national
level (EU value added) with the same quality, scope or timeframe

To what extent
could the EIB-
supported projects
have been
implemented
without the EIB’s
input (financial and
non-financial) with
the same scope,
quality and/or
timeframe?

JC8.1. There is evidence that the support provided by the EIB is beyond
what was available, or was otherwise absent from the market as a result of
market failures or sub-optimal investment situations.

JC8.2. EIB contribution to EU value added —Evidence suggests that without
EU-level intervention the project would not have been implemented by
national/local public resources with the same quality, scope or time.

JC8.3. The processes and procedures in place were adequate to
demonstrate the project’s additionality.

2. Evaluation approach

In order to answer the eight EQs outlined above, the evaluation used an integrated combination of
quantitative and qualitative methods.

Annex 3 provides more details about the project evaluations (PEs) and case studies (CS), including a
description of the projects selected.
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Table 6 Overview of data collection and analysis methods by evaluation question

Data collection,

Evaluation criteria and evaluation questions

. EQ1 EQ6
analysis tools and EQ2 EQ3,4&5 - EQ8
information TCTIE:.’]?EICBe Relevance | Effectiv E:fslzlirf't Sustallsig;bilit EIB
sources e to needs eness . Y| contribution
objectives inputs
15t Level — Thematic
Policy review v v v v v v
Review of
appraisal and v v v v v v
project completion
documentation
Portfolio analysis v v v v
Focus groups with
EIB staff v v Y
29 | evel — Project Evaluations and Case Studies
Project v v v v v v
evaluations (12)
e . 7 7 7 7 v v
documentary review
Interviews with EIB v v v v v
staff
Site visit, including
interviews with v v v v v v
promoter, key local
stakeholders
Ex-post
assessment of
benefits and costs’ v 4
(cost-benefit
analysis)
Case studies (6)
e . v v v v v v
documentary review
Interviews with EIB v v v v v
staff
Site visit, including
interviews with v v v v v v

promoter, key local
stakeholders

Source: IG/IEV

Note 1: An ex-post assessment of the benefits and costs was undertaken only for those projects selected for Project
Evaluations, for which (a) an ex-ante cost-benefit analysis was available in the EIB data management systems and

(2) was in operation for more than three years.

3. Thematic analysis: Data collection and analysis tools

To the extent possible, the EQs have been analysed at thematic level, considering the entire portfolio
of UPT projects signed by the EIB in the period under evaluation. Four main tools were used for thematic

analysis, namely:

(1) A thorough desk and policy review, including strategic interviews with key stakeholders.
(2) Areview of the appraisal and project completion documentation (namely the project completion

reports).

(3) A quantitative portfolio analysis.
(4) Two focus groups or collective interviews with key EIB staff.
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3.1. Desk and policy review, including strategic interviews with key stakeholders:

As a starting point, the evaluation identified key documentation and secondary data sources and
undertook an extensive review of desk and policy review. This review was complemented by a set of
strategic interviews with informed UPT stakeholders, including both institutional and non-institutional
players.

v' Why was this tool used?

To better understand the objectives of the Bank and the European Union in the field of UPT by exploring the
key EU legal and regulatory documents, as well as the EIB’s strategic and policy documents (e.g. the EIB’s
Transport Lending Policy, Corporate Operational Plans, etc.).

To better understand the theoretical underpinnings of UPT in the general context of urban development, to
enrich the methodology used in the evaluation and to ensure a better understanding of transport economics
and urban economics.

To get an in-depth understanding of macroeconomic trends and the evolution of key parameters (e.g.
population growth, population density, air pollution, greenhouse gas emissions, etc.) across the EU-28
during the period under evaluation.

To review relevant lessons learned from past IG/EV thematic and project evaluations, as well as from
relevant evaluations from other institutions (e.g. European Commission, European Court of Auditors, etc.).

3.2. Project completion reports review:

The evaluation undertook a systematic review and analysis of project appraisal and completion
documents of all completed projects within the EIB UPT portfolio between 2007-201968,

v' Why was this tool used?
e To review and document recurring findings and patterns from the appraisal reports and project
completion reports in respect of several key performance indicators for each evaluation criterion.
e To identify whether the project completion report process fulfils its three core objectives:
i. Improve accountability.
ii. Facilitate lesson learning.
iii. Report appropriately and consistently about projects’ performance.
v' Important methodological aspects

Methodology for the selection of the sample:

This review included those projects in the EIB portfolio that had a project completion report available at the
time this analysis was carried out (Q3-Q4 2019).

Of the 216 projects® that initially formed the portfolio of this evaluation, the initial sample of 75 projects with
a project completion report at the time of this analysis (consisting of 59 investment loans and 16 framework
loans) was reduced to 65 projects due to data availability considerations.

The 65 projects finally selected in the sample for this review included 59 investment loans and six urban
transport projects forming part of a framework loan.

68 The review included only the project completion reports available during the first half of 2019.
69 At the time that the sample was selected, the portfolio of EIB-supported urban public transport projects consisted
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of 216 operations from the period 2007-2018. For the final report, the evaluation updated the analysis including
UPT projects signed in 2019, which explains the difference in the number of operations in the total portfolio —
see section 3.2. Portfolio review.
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3.2. Portfolio review

The portfolio analysed included 216 EIB-supported UPT operations in the EU-28 during 2007-2019.
Initially, the evaluation included the operations signed by the EIB in the period between 1 January 2007
and 31 December 2018, but it was later updated to include operations signed in 2019.

v' Why was this tool used?

The portfolio review aimed at providing a detailed understanding of the key features of EIB investment in UPT
operations over the period under evaluation.

v' Important methodological aspects

Methodology for the selection of the portfolio:

The data for the portfolio of the UPT was extracted from the Bank’s data management system. The main criteria
for selection included:

e Time scope: operations signed between 1 January 2007 and 31 December 2019.
e Geographical scope: EU-28.
e Sectoral scope: urban public transport, excluding urban nodes, urban road networks and car parks.

e EIB products: all financing types, namely investment loans, equity/quasi-equity (funds with investments in
the urban transport sector) and framework loans (covering multiple projects by the same borrower, including
an urban transport component).

Based on these criteria, the portfolio of urban public transport operations analysed included 216 operations
covering all public urban passenger transport projects financed by the EIB in European cities, namely tramways,
metros, urban railways and buses. The portfolio included both infrastructure and rolling stock operations. It did
not include freight transport, nor urban road projects (including car sharing or parking spots).

3.2. Focus groups:

The evaluation examined two focus groups with a selection of staff involved with urban public transport
activities across the Bank’s services.

v' Why was this tool used?

e To better understand, amongst others:

o The objectives of urban public transport at European Union and EIB level and how they translated into
projects supported by the EIB.

o How the EIB support adapted to the evolution of the relevant policies and/or specific needs.
o  The way in which needs in the field of urban public transport were assessed by the EIB.

o The validity of a certain number of observations stemming from the data collected from other methods
(e.g. in-depth project evaluations).

e To discuss and validate the findings emerging from project completion report reviews, project evaluations
and case studies, etc.

e To exchange views on the Bank’s project selection procedures, appraisal, monitoring procedures and
practices.

e To understand how the most recent part of the urban public transport portfolio has changed.

e To gather inputs on the implications for future EIB support for urban public transport in view of recent or
upcoming developments (including the climate bank agenda and InvestEU, etc.).
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ANNEX 3 — PROJECT SAMPLE: PROJECT EVALUATION AND CASE STUDIES

The 12 projects selected for project evaluation included:

¢ Four tramway projects.

e Four underground network investment projects.
e One bus rapid transit.

e Two light rail projects.

e One hybrid operation, which deals with the renewals of both tram and bus fleets.

Of the 12 projects selected, three projects were located in both France and Spain respectively, and the
remaining projects were in Bulgaria (1), Czech Republic (1), Hungary (1), Poland (1), Sweden (1) and
the United Kingdom (1).

The following table provides a brief presentation of the main features of the projects selected for project
evaluation:

Table 7 Main features of the projects selected for project evaluation

Total project investment costs (1) & EIB loan tin€ (L)
|| Comtly || EbeeEED Type <100m ‘ <200m | <300m | <400m | <500m | <600m | <700m S90m- | >1bn
Light rail
PE1 UK system Infrastructure - -
. Rolling stock and
PE2 Spain Tramway infrastructure . -
. Rolling stock and
PE3 Spain Metro infrastructure et v
Rolling stock and
PE4 France Tramway infrastructure v [
PE5 Spain Metro Infrastructure - -
PE6 Hungary Tramway Infrastructure - -
Rolling stock and
PE7 France Tramway infrastructure - -
PE8 France Buses Rglllng stock and ~ -
infrastructure
Czech
PE9 Republic Metro Infrastructure - [
PE10 Poland Metro Infrastructure ~ ~
Light rail Rolling stock and
PE11 | Sweden system infrastructure . o
. Buses and .
PE12 | Bulgaria Trams Rolling stock v -

Source: IG/EV based on EIB portfolio and project documentation.
The figure below provides an overview of the six projects selected for case studies, which included:

e Four metro projects—entailing both infrastructural works and purchase of rolling stock. These
projects were selected because they encountered significant delays and/or cost overruns.

e Two bus projects that were selected for their innovative character. These represent a
relatively new type of investment in a greener bus fleet with loans directed at municipal
transport companies of small cities.

o Both bus projects benefited from the European Fund for Strategic Investment (EFSI)
guarantee—a risk-sharing instrument also leveraging public/private sector funds—and
were included in the Cleaner Transport Facility (CTF) initiative 0.

70 An initiative launched in December 2016 by the EIB jointly with the European Commission to specifically assist
investments, by both public and private entities, in cleaner transport projects through EIB products and new
financial instruments.
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o As compared to other case studies, these are recently approved operations, entailing a small
investment, but where the EIB contribution accounts for a high share of the investment cost.

o Both projects include the purchase of buses as well as some infrastructural works (e.g.
building of stations, stops, lanes, etc.).

The table below provides a brief presentation of the main features of the selected projects for case
studies:

Table 8 Key features of the six projects selected for case studies.

#

Sub-sector

Type

Total project ir

1t costs (1) & EIB loan amount in € (1)

<100m

<200m ‘ <300m <400m ‘ <500m ‘ <600m ‘ <700m ‘

1bn

900m-

‘ >1bn

cs1

Metro

Cs2

Metro

Ccs3

Metro

Cs4

Metro

CSs5

Bus

CSsé

Bus

Rolling stock and
infrastructure

Source:

IG/EV based on EIB portfolio and project documentation.
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ANNEX 4 — PROJECT SAMPLE: EX-POST COST-BENEFIT ANALYSIS IN A

NUTSHELL

For the purpose of the assignment, an ex-post cost-benefit analysis was carried out on eight selected
urban transport projects in the framework of seven project evaluations, which were already implemented
and in operation by at least three years at the time of evaluation.

For those sampled projects, the evaluation estimated the benefits, costs and value to society of the
projects based on actual data (at the time of evaluation — whenever possible). The aim of the ex-post
cost-benefit analysis was thus to assess the actual net welfare gain brought about by the projects,
exploiting the knowledge at the time of evaluation. The findings of this exercise fed into the evaluation
questions on effectiveness and efficiency.

Hence, the evaluation carried out a rather hybrid typology of cost-benefit analysis, sharing features of
both ex-post and ex-ante perspectives. The main implication of this choice is that direct comparison of
ex-post indicators (such as economic rate of return and economic net present value) with ex-ante
indicators would be misleading. Some methodological adjustments were thus needed to fit the standard
ex-ante model into this hybrid approach (see table below).

Table 9 Ex-post cost-benefit analysis model in a nutshell

The cost-benefit analysis needs to be undertaken from “today’s viewpoint”. This
means that the assessment of projects in the middle of their lifecycle requires one
to deal with the stock of knowledge accrued about past performance as well as
Viewpoint of to assume likely future development. In other words, the ex-post cost-benefit
the analysis analysis is run both backwards, i.e. using past evidence on project performance
until today, and forwards, i.e. forecasting future developments of the project from
today until the end of the project’s time horizon. This dual approach calls for the
adoption of two sets of discount rates.

The ex-ante appraisals provided by the EIB were used primarily as a reference
to better understand the rationale of the project selection, the original
expectations, the counterfactual scenario”, and the underlying assumptions.

Use of ex-ante
cost-benefit

analysis Such assumptions were adjusted to fit today’s viewpoint.
A ‘current’ state of knowledge was adopted. The assumptions, the parameters,
Use of and the unit values used in the ex-ante analysis were revised where appropriate
knowledge in light of today’s knowledge. In cases where the project scope was changed
during construction, the ex-post cost-benefit analysis reflects the new situation.
In some cases, thanks to the possibility of relying on real data and not on
hypotheses, the types of effects included in the ex-post cost-benefit analysis differ
Effects compared to the ex-ante analysis in case they did not materialise. In a similar

vein, whenever appropriate, benefits and costs not taken into account at the
appraisal stage, but observed ex-post, were incorporated into the ex-post
analysis.

Source: IG/EV

Like any other evaluation method, the ex-post cost-benefit analysis is not without limitations and
challenges, the most important being:

e First, the difficult separability of the impacts of individual projects within a dense urban transport
network resulted in a specific project being a sub-optimal unit of analysis and/or observed trends
that are difficult to attribute to a project.

" The counterfactual scenario is the baseline scenario against which the additional benefits and costs of the with-
project scenario can be measured.
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o UPT projects are often conceived and/or justified based on wider urban development and
regeneration objectives, whose effects may be difficult to capture.

o Similarly, some negative externalities generated by the implementation of the project were
difficult to quantify and have therefore been left out.

Secondly, most of the outcomes generated by UPT projects depend on demand trends and modal
shift; their reconstruction would require specific traffic modelling normally impossible to replicate in
the ex-post analysis unless suitable studies are already available.

Lastly, an ex-post cost-benefit analysis requires, among other things, actual project-specific
operational and financial figures, which may not be available or cannot be easily extracted from
existing sources. Thus, the process of data collection depends on the availability of recorded data
and the willingness of project stakeholders to cooperate in the evaluation.
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About Operations Evaluation

In 1995, Operations Evaluation (EV) was established with the aim of undertaking ex-post evaluations
both inside and outside the European Union. Within EV, evaluation is carried out according to
established international practice and takes account of the generally accepted criteria of relevance,
efficacy, efficiency and sustainability. EV makes recommendations based on its findings from ex-post
evaluation. The lessons learned should improve operational performance, accountability and
transparency. Each evaluation involves an in-depth evaluation of selected investments, the findings of
which are then summarised in a synthesis report.

These reports are available from the EIB website:

http://www.eib.org/en/infocentre/publications/all/ex-post-evaluations/index.htm
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