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RARE Infrastructure is pleased to respond to the European Commission's Green Paper on Long Term Financing of the 
European Economy (С0м(2013) 150 final). We welcome the analysis by the European Commission and its request 
for responses from market participants. An ongoing dialogue with stakeholders including investors is essential to 
ensuring long term financing in the interests of companies, their customers and investors. 

RARE is a specialist investor in global listed infrastructure securities. We manage over €5 billion on behalf of 
sovereign wealth funds, pension funds, other institutions and retail investors. We are therefore a provider of long 
term capital for infrastructure projects through our investments in listed infrastructure companies. Our brief 
comments here reflect our experience of analysing and investing in infrastructure and utility companies across the 
world. 

Our overarching comment on the Green Paper is that it appears to identify any issues with long term financing with 
problems with the structure or regulation of financial markets. It is likely that improvements to financing can be 
obtained with reform of financial markets, and there are a number of initiatives within Europe to achieve such 
improvements. However, as a global investor in listed infrastructure we see the problems rather differently. 
Financial markets in Europe are relatively well-developed. Many of the barriers to investors making long term 
investments of the kind identified in the paper are not related to distortions in financial markets, but rather the 
nature and structure of the returns on the underlying assets. 

In our experience, well-structured sensible projects with attractive returns can typically obtain debt and equity 
finance without difficulty. Evidence of this is that debt markets were open for the listed companies in our 
investment universe nearly continuously through the height of the Global Financial Crisis. In contrast, financing is far 
more difficult where regulatory regimes are poor, or where there is unwarranted or unpredictable government 
intervention. This is particularly the case when there are attempts to amend the terms of long term contracts which 
formed the basis of the long term financing of the kind that the European Union is seeking to encourage. 

We have observed a number of cases where the European Union has played a role that supports such long term 
financing, for example through the support of transparent regulation in energy networks. We also note that the 
concession agreement governing Italian toll roads for Atlantia S.p.A. was attacked on two separate occasions by the 
Italian Government. We welcomed the action subsequently taken by the European Commission to endorse the 
concession agreement, which prevented unilateral changes to the agreement and value destruction for investors. 

However, we would like to highlight our deep concern over the infringement proceedings against the UK and French 
governments concerning the application of European law on charges for passenger and freight trains in the Channel 
Tunnel. Debt and equity financing for a very major piece of European infrastructure has been obtained on the basis 
of long term contractual arrangements. Investors have had to take a long term view and have expectations of a 
return on, and return of, capital over the term of the concession. If the infringement procedure was to result in a 
material amendment to these, it will of course affect existing investors in the Channel Tunnel and its financial 
viability. We believe, however, that the effects will be much wider, and is likely to deter potential private sector 
investment in rail and other infrastructure investments underpinned by long term contractual arrangements. 

In our view, if the European Commission wants to see large private sector involvement in infrastructure, as 
envisaged by the Green Paper, it is vital that European law, such as that governing the European rail sector, is 
written and applied in a way that is consistent with the long term contracts required to support the financing. As a 
global investor, we choose where to invest on the basis of the balance of risk and return compared to opportunities 
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elsewhere. If the risks associated with long term contracts in Europe are too high, investors like us will simply 
allocate capital elsewhere. 

We would be happy to discuss these issues in more detail with the European Commission if this would be helpful. 

Regards, 

Benjamin May 
Senior Investment Analyst & Portfolio Manager - Real Asset Strategy 
RARE Infrastructure Limited 
Level 13, 35 Clarence Street 
Sydney NSW 2000 
Australia 
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