Follow up to the European Parliament resolution on the European Investment Bank - Annual Report 2013, adopted by the Commission on 22 July 2015
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3.
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4.
Subject: European Investment Bank-Annual Report 2013

5.
Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON)

6.
Brief analysis/assessment of the resolution and requests made in it:
The resolution addresses both general issues (investment policy, governance and transparency) and concrete areas of spending (SMEs, energy, infrastructure, external financing).

The resolution globally welcomes the EIB's activities, generally stressing the important investment drops Europe had to face after 2007. Against this backdrop, and with the EFSI being a recurrent element of the resolution, the EIB is encouraged to use all its potential to further the help the economy, with special regard to investment in countries with special difficulties (program countries), SMEs, and projects aiming at employment and sustainability.

Among the critical remarks concerns are raised with the EIB's revised transparency policy. The resolution also considers the EIB was pursuing a conservative lending policy.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

Investment

The Commission welcomes the stress put in the Resolution (paragraphs 1 to 16) on the Investment Plan for Europe. The Investment Plan confirms the EIB's central role in helping the EU deliver on the EUR 315 billion objective, in combination with EU budget resources and national promotional banks. The EU Investment Plan and the European Fund for Strategic Investments (EFSI) lie at the core of these efforts to catalyse new investment for the EU economy. This includes the creation of the European Investment Advisory Hub (EIAH), which offers a single entry point and coordination mechanism for existing and new advisory services. The Commission also appreciates that the EIB Board of Directors has already approved operations for warehousing under the Investment Plan for Europe d.

The Commission supports the expectations of the resolution: the projects with added value and positive cost benefit should be prioritised (paragraph 7) and the project selection should avoid crowding-out effects. The Commission is engaged in productive discussions with the EIB about possibilities to gradually re-balance the focus of the Bank's lending towards high value-added projects, with less emphasis placed on lending volumes and a greater focus on market gaps not adequately served by other sources of finance. These discussions also take place with the Bank in the context of the Investment Plan for Europe and have the potential to boost the Plan's impact on the real economy. Therefore the Commission is firmly committed to ensuring that investments under the EFSI respect a strict additionality criterion.

As regards the warning against the possible political pressure that might be faced to foster projects favoured by special interest groups (paragraph 7), the Commission would like to clarify that the projects are displayed for visibility to investors and information purposes only, and without prejudice to the final selection under the EFSI Regulation or under any other EU programme or public funding.

The Commission looks forward to finalising the legislative process for EFSI together with the European Parliament and the Council and to realising its full potential in close cooperation with the EIB.

On the request of a minimisation of the costs related to the redeployment of resources (paragraphs 8 and 10), the Commission would like to remind that EFSI represents an ambitious and new way of mobilising large investment potential in key strategic areas for Europe, such as research and innovation, transport, energy, broadband and education. While limited redeployment will take place from the Connecting Europe Facility and Horizon 2020, the multiplier effect generated by the EFSI will allow for a significant increase of investment in the policy area covered by those two existing programmes. That would not be possible to the same extent if the resources had been spent via grants within the planned Horizon 2020 and CEF programmes. Therefore, the Commission expects an overall positive impact on investments in research, innovation as well as transport, energy and digital infrastructure by the higher leverage that can be achieved through EFSI.

As regards the request to enhance the performance indicators for quality investments that take account of the general objectives of cohesion policy, sustainability and energy efficiency (paragraph 14), the Commission would like to stress that detailed and comprehensive "key performance indicators" will be included on a contractual level, which will allow assessing the specific circumstances of each project, with due consideration to the principles of transparency and accountability.

On the EIB's annual lending targets in the Corporate Operational Plan (COP), the Resolution indicates (paragraph 17) that "the current EIB operational corporate plan foresees a reduction in lending flows to EUR 67 billion in 2014 and 2015, while the middle of the targeted range for 2016 is expected to be EUR 58.5 billion." However, one should note that this refers to an early version, while in the revised COP adopted in April 2015, the overall annual signatures targets for 2015-2017 amount up to EUR 71 billion with, in the context of EFSI an unprecedented focus on riskier and highly structured operations. This represents a EUR 46 billion boost for the three year period compared to the earlier COP version approved in December 2014.

The Commission does not share the view (paragraph 18) according to which the extra lending capacity resulting from the 2013 EIB capital increase has been underused. The Commission would like to recall that the EIB delivered early on its commitment and indeed exceeded the volume objectives of the Growth and Employment Facility and is committed to continue its important catalytic role to resolve the current investment and competitiveness challenges in the EU.

The Commission fully supports the invitation (paragraph 19) of encouraging multilateral cooperation between the EIB and the National Promotional Banks (NPB). While the implementation of the Investment Plan for Europe relies on the Commission and EIB working together as strategic partners, an effective involvement of NPBs is necessary to enhance its impact on investment, growth and employment. The issue of coordination between multilateral banks and NPBs is considered important in order to optimise synergies and complementarities and to avoid overlapping efforts and funding duplication. The launch of the EU Investment Plan further underlines the urgency of these efforts. The Commission is currently working on a Communication to the Parliament and the Council in order to set out a number of key principles for NPBs' and their collaboration with the EIB and among each other in the context of the EU Investment Plan.

As regards the call (paragraph 20) on the Commission to foster the inclusion of investment with a clear social benefit, including increased levels of employment, within its scope of action, EIB lending is an important tool of EU policy with a direct impact on growth and employment. The Commission and the EIB collaborated closely in defining the Bank's lending priorities. In December 2014, the Board of Directors approved the restructuring of the EIB lending objectives into four main Public Policy Goals:

· In all regions, public policy goals would include: Innovation, SME & Midcap finance, Infrastructure, Environment.

· Two Cross cutting policy goals: Economic and Social Cohesion in the EU, Climate Action.

These new public policy goals take into account the different speeds of recovery in the various Member States and the shifting in the focus of EIB lending towards lifting the long-term growth potential, which emphasises the critical importance of long-term financing. We appreciate the scope (inside and outside EU) and duration of EIB's new public policy goals covering the whole 2014-2020 MFF.

Risk-sharing instruments

Concerning the use of risk-sharing instruments (paragraphs 23 and 24), the Commission takes note of the recommendations of the resolution and reminds these instruments involve in some cases an element of public subsidy, and such instruments should be targeting only clearly demonstrated market failures, in exchange for attracting greater volumes of financing to the area of the market failure. However, there are also risk-sharing instruments where public resources are not provided as a subsidy but rather as an investment that is remunerated, either to the level corresponding to expected loss, or even at market terms. This type of risk-sharing may not involve any elements of subsidy at all, or in some cases could even benefit from a subsidised risk protection by another risk-sharing partner. Even these instruments are, nonetheless, targeting areas of market failures of sub-optimal investment situations.

SMEs

The Commission fully shares the views of the Resolution (paragraphs 25 to 31) on the SMEs as the backbone of the EU economy. Support to SMEs will remain a key policy objective for the EIB Group to continue contributing to the economic recovery in the EU, including in the context of the Investment Plan for Europe.

The Commission fully recognises the importance of strengthening the EIB Group support to SMEs and the access to finance for microenterprises and vulnerable groups. This has been made evident by the new EU Programme for Employment and Social Innovation Programme (EaSI) which the Commission has modelled on the basis of the lessons drawn from the implementation of the European Progress Microfinance Facility.  Under the EaSI programme, the Commission has almost doubled the budget available in support of financial inclusion to EUR 192 million. Furthermore, under the new instrument the Commission has extended the scope of beneficiaries to social enterprises and has integrated a new strand for capacity building support to microcredit providers. The Commission shares the views of the European Parliament on the importance of the instruments deployed under the European Progress Microfinance Facility.

The Commission notes (paragraph 26) the call on the Commission and the EIB to assess the effect of the economic crisis on the banking system and the final recipients of EIB funding, in particular regarding SMEs.

Project Bond Initiative

As regards the evaluation of the Project Bond Initiative (PBI) pilot phase (paragraph 32), the Commission informs that a full scale external evaluation of the Pilot Phase is currently underway and due to be finalised by end 2015. The evaluation aims to assess the relevance, added value, additionality, efficiency and effectiveness of the operations signed under PBI pilot phase and to draw lessons from the implementation of the project bond instrument from its establishment till the time of the evaluation. Various stakeholders including public, national, private bodies and the civil society will be consulted during the assessment exercise. The Commission could consider proposing appropriate regulatory changes (Paragraph 36) based on the evaluations, conclusions and recommendations.

As regards the support to the Castor project (paragraph 33), as for all other projects under the PBI, the Commission has not been involved in the assessment of the project’s risks. Moreover, there was no EU budget support to the EIB financing of the project. The Passante di Mestre project (paragraph 34) has been appraised by the EIB but has not yet benefited from support under the PBI.

As regards the potential use of PBI for the purpose of reducing the costs of private sector investors instead of providing support to projects which could thus attract private sector expertise/know-how (paragraphs 35 and 37), the Commission reminds that pending the conclusions of the ongoing external evaluation of the PBI, the initiative will be deployed under the Connecting Europe Facility (CEF) within the framework of a broader debt instrument which will target more challenging greenfield / brownfield projects in less mature markets or sectors, which would otherwise have difficulties in obtaining financing.

Energy and Climate

The Commission welcomes the recommendations of the European Parliament resolution on Energy and Climate, most particularly on a proper implementation of the new energy lending criteria.

With the adoption in October 2014 by the EU Council of the 2030 climate and energy targets the EU has increased the level ambitions on climate actions. The Commission will promote to consider in the ongoing review of the EIB's climate strategy consistent additional measures to further support the EU 2020 and 2030 domestic and international climate objectives. The Commission welcomes the objective to publish the new Strategy by the Paris Conference.

Infrastructure

The Commission shares the views of the Parliament on the sustainable infrastructure projects (paragraphs 43-44) as a key issue for restoring competitiveness, jobs and growth in Europe.

Concerning the areas most affected by high unemployment it should be reminded that in 2013, the EIB lent in total more than EUR 3.2 billion to the four programme countries out of an overall EU lending of EUR 63.5 billion whereas in 2014, the EIB lent in total more than EUR 4 billion to those countries out of an overall EU lending of EUR 69 billion. The Bank has also made available innovative instruments such as the Trade Finance Facility and the SME Guarantee Fund. The Commission notes the EIB's efforts to support programme countries, with an increase of 24.7% in 2014 and will encourage the EIB to further foster these efforts.

Research and Innovation

On the importance of adequate financing for research, innovation projects and innovative start-ups, the Commission welcomes the resolution's assessment (paragraph 45) of the Growth Financing Initiative (GFI), which is jointly established by the EIB and the European Commission under the Risk Sharing Finance Facility (RSFF). The GFI scheme allows for a variety of financing solutions ranging from senior secured debt to mezzanine financing.

Under the Growth Finance Initiative the EIB will provide direct loans of between EUR 7.5 million and EUR 25 million to partly finance companies’ European RDI investments.
Employment and Social Affairs

The EIB Group's "Skills and Jobs – Investing for Youth" programme (paragraph 46) has been launched to address the jobs crisis facing the EU's young generation of 15-24 year olds. The initiative's aim is to boost "Jobs for Youth" across the EU by improving access to finance for SMEs and to enhance employability via "Investment in Skills", targeting projects focused on education, vocational training and student finance. The Bank's programme complements the EU Youth Employment Initiative as well as the multiple national and regional schemes at EU Member State level. The EIB signed EUR 13 billion for the programme in 2014, EUR 10 billion for the Jobs pillar and EUR 3 billion for skills. The Commission agrees with the call on the acceleration of the implementation of this initiative and considers its broadening and welcomes the positive assessment from the Resolution (paragraph 74).

Governance, transparency and accountability

On the EIB transparency policy (paragraphs 47 to 60) the Commission reminds that openness and accountability are key EU concepts enshrined in the Treaty on European Union and in the Treaty on the Functioning of the European Union. Based on its role as the EU's investment bank, the Commission encourages the EIB to be the front-runner in the access to information and transparency rules among the other international financial intermediaries. In this respect, the Commission values the EIB commitment to comply with the EU policy initiatives and legislative framework on transparency and public disclosure of information and to follow the international best practice.

The Commission welcomes the recent approval of the revised EIB Group Transparency Policy, after a public consultation of the Civil Society Organisations (paragraph 52). The text adopted reaffirms the existing principle of “presumption of disclosure” subjects both “administrative” and “non-administrative” tasks of the EIB to this principle, while acknowledging the specific role entrusted to the EIB by the Treaties. The new text reinforces the exception related to the protection of the purpose of the inspection or investigation (and other activities having the same material relevance), even once the investigation has been terminated. Such a re-enforcement reflects the current development of the case law of the Court of Justice of the European Union and constitutes an alignment with the practices of OLAF.

Concerning the call on the EIB (paragraphs 53-54) to refrain from cooperation with financial intermediaries having a negative track record in terms of transparency, tax evasion or aggressive tax planning practices, or use of other harmful tax practices such as ‘tax rulings’ and abusive transfer pricing, fraud, corruption or environmental and social impacts, or with no substantial local ownership, and to update its policies on anti-money laundering and combating the financing of terrorism, the Commission considers that in addition to relevant EIB policies the Financial and Administrative Framework Agreement (FAFA) signed in 2014 between the Commission and the EIB, together with the relevant Delegation Agreements for each instrument also deals with this matter. The provisions of the FAFA set out that the EIB shall transpose the requirements of the EU's Financial Regulation in the areas of prevention of money laundering, the fight against terrorism and tax fraud in the contracts with financial intermediaries. Moreover, the FAFA sets out that: "The Financial Intermediaries shall be selected on the basis of open, transparent, proportionate and non-discriminatory procedures, avoiding conflicts of interests, with due account of the nature of the Financial Instrument and the experience and financial capacity of the Financial Intermediary".

Concerning the non-compliant jurisdiction (NCJ) policy and tax transparency (paragraph 55), the Commission recalls the EU policy on good governance in tax matters (transparency, exchange of information and fair tax competition) which has been developing over several years within EU institutions and spreading beyond. The EIB revised policy towards weakly regulated, non-transparent and uncooperative jurisdictions of 15.10.2010 refers to the international standard of transparency and exchange of information for tax purposes and to the principles of the Code of conduct for business taxation. A review of the EIB NCJ Policy already took place in March 2014, when an Addendum was finalised to take into account new country ratings published by the OECD Global Forum. The current NCJ policy of the EIB refers to the EU as one of the Lead Organizations defining the framework for the assessment of Targeted Activities.
On the calls for rationalisation of the system of European public financial institutions (paragraph 49), the Commission is pleased to confirm that a study is now underway and the Commission will deliver a report in accordance with Decision No 1219/2011/EU of the European Parliament and of the Council of 16 November 2011 – which concerned the subscription by the European Union to additional shares at the time of the last capital increase of the European Bank for Reconstruction and Development (EBRD).
On the cooperation between the EIB and the EBRD outside the Union (paragraph 59), the Commission is actively promoting cooperation between the EIB and the EBRD, which is formally framed in the EC-EIB-EBRD MoU on activities outside the EU revised in November 2012 after the expansion of the EBRD to the Southern and Eastern Mediterranean. The MoU fosters a culture of regular exchange of information and the joint identification of co-financing opportunities based on each partner’s comparative advantages.

In accordance with Decisions No 1219/2011/EU of 16 November 2011 and No 602/2012/EU of 4 July 2012 of the European Parliament and of the Council stating that the Governor of the EBRD for the Union shall report annually to the European Parliament on the activities of the EBRD in the context of promoting the Union's objectives, the Commission adopted a communication on the 2013 EBRD Annual Report on 6 January 2015. This was transmitted to the European Parliament and, for information, to the Council (C(2014)9931) on 2 February 2015. The Commission's report on the 2014 EBRD Annual Report is now being prepared and will be delivered in line with the cited decisions.

EBRD and EIB also participate in EU blending facilities, as well as actively contributing to the EU Platform for Blending in External Cooperation, chaired by the Commission. Building on this cooperation EIB and EBRD are also currently working on the implementation of a mutual reliance framework for procurement processes in jointly financed public sector operations outside the EU allowing enhancing synergies and efficient use of the EIB's resources. The EU is a shareholder of the EBRD and the EU Governor reports to Parliament on his role in the EBRD on annual basis. One should note that the EBRD is an international financial institution and it has its own unique governance and accountability system.

External policies

The Commission fully agrees with (paragraph 61) the need for consistency of the external policy of the EIB with the external action goals of the Union. The practical measures for linking the general objectives of the EU guarantee and their implementation will be set out in the updated regional technical operational guidelines. These updated guidelines have to be consistent with the wider Union regional policy framework and in particular ensure that EIB financing is complementary to corresponding Union assistance policies, programmes and instruments in the different regions. The Commission has reviewed the guidelines together with the EIB and in consultation with EEAS, as required by the Decision 466/2014/EU – and the updated guidelines have been transmitted to the EP and the Council in May 2015.

Furthermore, in the context of the mid-term review, the Commission is required to submit to the EP and the Council a mid-term report evaluating the application of the current Decision on the EIB External Lending Mandate in the first years of its implementation.

Further recommendations

The Commission supports a close dialogue between the Parliament and the EIB (paragraph 66), including on SME financing (paragraph 67).
Concerning the calls for a thorough assessment and a report on risks and control systems associated with blended finance (Paragraph 68), the Commission reconfirms that the EU Platform for Blending in External Cooperation (EUBEC) worked to harmonise and increase effectiveness of different EU blending mechanisms. This has resulted into recommendations that have been taken on board in the further work of the Platform, including work on the Governance of EU blending facilities. The aim of the work carried out so far was to build upon the external evaluations carried out of each of the facilities, and combine this with the experience of all parties involved in the actual implementation of the facilities and available information to date, in order to arrive at tangible and concrete recommendations to further improve the quality and efficiency of EU external blending mechanisms. The first report of the Commission on the EUBEC was submitted to the European Council and Parliament in December 2014, including recommendations relevant to the further enhancement of blending activities, the further improvement of process, the further promotion of financial instruments, on contracting, monitoring and reporting and on the further improvement of the governance of EU external blending facilities. The Commission, in close coordination with EEAS and EU Member States, is currently working on the operationalization of these recommendations across blending facilities.

The Commission takes note of the recommendations from the resolution on the renewal of the Tripartite Agreement governing the cooperation between the EIB, the Commission and the Court of Auditors (paragraph 70), in particular the inclusion of any new EIB facilities involving public funds from the EU.

Concerning the call for greater effectiveness, less regulation and more flexibility in the allocation of EIB funds (paragraph 72), the Commission informs that it has engaged in productive discussions with the EIB about possibilities to gradually re-balance the focus of the Bank's lending towards high value-added projects, with less emphasis placed on lending volumes and a greater focus on market gaps not adequately served by other sources of finance. These discussions also take place with the EIB in the context of the Investment Plan for Europe and have the potential to boost the Plan's impact on the real economy.

On the call on the Commission to increase the EIB's potential in relation to infrastructure and also to youth employment and education (paragraphs 79 and 80), the EIB results, as underlined by the EP resolution itself, confirm the continuous attention brought to these fields. The Commission confirms its close attention to these high political priorities.
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