ORDINARY LEGISLATIVE PROCEDURE - First reading
[bookmark: MATO]Follow up to the European Parliament legislative resolution on the proposal for a regulation of the European Parliament and of the Council on the European Maritime and Fisheries Fund and repealing Regulation (EU) No 508/2014 of the European Parliament and of the Council
European Maritime and Fisheries Fund 2021–2027
1. Rapporteur: Gabriel MATO ADROVER (EPP / ES)
2. [bookmark: TANumber]Reference numbers: 2018/0210 (COD) / A8-0176/2019 / P8_TA-PROV(2019)0343
3. Date of adoption of the resolution: 4 April 2019
4. Legal bases: Articles 42, 43(2), 91(1), 100(2), 173(3), 175, 188, 192(1), 194(2), 195(2) and 349 of the Treaty on the Functioning of the European Union.
5. Competent Parliamentary Committee: Committee on Fisheries (PECH)
6. Commission's position:
At this stage of the procedure, the Commission reserves its position on all the amendments put forward by the European Parliament. The Commission is worried, in particular about the very serious risk of introducing support for vessel construction and capacity-enhancing investments.
There are a number of amendments that the Commission considers problematic, in particular:
· The Parliament has made amendments, which raise horizontal budgetary issues. For example, the Parliament has increased the overall budget of the European Maritime and Fisheries Fund (EMFF) from EUR 6.140 billion in current price to EUR 7.739 billion in current price. This issue has to be addressed in the context of the negotiations on the Multiannual Financial Framework. The Parliament has also amended the provisions on blending operations by requiring the Commission to prepare a set of detailed guidelines to Member States for implementing blending operations in national programmes (amendment 251).
· The Parliament has substantially amended Article 16 on investments in small-scale coastal fishing vessels, extending the scope of support to new vessels and weakened the conditions (amendments 38, 137, 263, 268 and 312). In particular, amendment 312 allows support for the “reclassification, renewal and resizing of vessels, when they are clearly obsolete, making it possible to improve fishing conditions and increase periods spent at sea”. Even if such support would be available only for small-scale coastal vessels operating in segments where there is a balance between the fishing capacity and the available fishing opportunities, it is very problematic for the reasons explained in the following paragraph. Amendment 287 is also problematic as it allows support for vessel construction in the outermost regions, even with the specific conditions adopted by the Parliament.
The Commission considers that such support for the construction of fishing vessels significantly alters the objective of the proposal and could result in overcapacity in the sector with damaging impact on achieving sustainability of fisheries. EU subsidies for vessel construction ended in 2004 precisely because they contributed to the creation of a very serious situation of overcapacity of the fishing fleet, which resulted in turn in a high level of overfishing of many fish stocks. Reintroducing such subsidies would:
· not be in line with the Common Fisheries Policy, which requires Member States to adjust and manage fishing capacity in line with fishing opportunities available; 
· contradict the EU’s international commitments in the context of Sustainable Development Goal 14 (commitment to eliminate fisheries subsidies which contribute to overcapacity and overfishing);
· jeopardize the EU's well established position on fisheries subsidies in various negotiations in the framework of the World Trade Organisation. This could lead third countries to continue or reintroduce subsidies for vessel construction, thus increasing overfishing at global level;
· crowd out funding for other, more important investments in sustainability.
Fisheries subsidies that contribute to overcapacity and overfishing are very problematic and should not be accepted as a matter of principle. In line with Sustainable Development Goal 14, the EU should refrain from introducing such new subsidies. Therefore, the Commission considers that the introduction of such subsidies, in particular for vessel construction, would lead to a significant distortion of the proposal.
· The Parliament has deleted the 30 % expected contribution of the EMFF to climate objectives (amendment 23). This deletion is not acceptable for the Commission as it seriously weakens the horizontal mainstreaming of climate actions across the Multiannual Financial Framework (MFF) towards the achievement of an overall target of 25 % of the EU budget supporting climate objectives and seems to contradict EP’s position of even increasing the 25 % target of the Union budget expenditures (MFF) to 30 %.
· The Parliament has significantly amended Article 18 on the compensation for the extraordinary cessation of fishing activities and has reverted to temporary cessation as under the current EMFF (amendments 148, 150, 151, 152 and 155). Amendment 153 also extends the scope to accidents at sea during fishing activities and adverse climate events, which are very vague and not necessarily exceptional. The Commission considers that support for the temporary cessation of activities has not been an efficient tool for fisheries conservation and generated compensation dependency in the sector. This is why it should only compensate exceptional and significant events under the conditions foreseen in the Commission proposal that impact fishermen’s income, and not for recurrent and predictable closures.
The Parliament has increased certain co-financing rates (aquaculture, engine replacement, acquisition of a second hand vessel in the small-scale coastal fleet) and aid intensity rates (engine replacement, acquisition of a second hand vessel in the small-scale coastal fleet, Irish islands, collective projects, interbranch and producer organisations). Some of these increases are minor and can be justified, while others would add greater complexity to programming and are not justified. In particular, amendments 264 (85 % co-financing rate for aquaculture), 263 (85 % co-financing rate for engine replacement, acquisition of a second hand vessel in the small-scale coastal fleet and vessel construction) and 268 (55 % aid intensity rate for engine replacement, acquisition of a second hand vessel in the small-scale coastal fleet and vessel construction) are problematic. A higher co-financing rate and a reduction of the required national match funding is also in contradiction with key elements of the Commission’s MFF proposals, such as additional national funding for other EU policies and programmes (e.g. rural development, cohesion policy).
· The Parliament has substantially extended the scope of support of the EMFF. The eligibility as proposed by the EP of the following operations would not be in line with the objectives of the Commission proposal:
· Operations for improving the safety, working and living conditions and for the improvement of products that lead to an increase of fishing capacity (amendment 120). The Commission is of the view that the increase of tonnage generated by such investments could, in the absence of a strict legal framework, which would prevent potential abuses, go beyond safety considerations and result in an increased ability to catch fish. Moreover, should the ability to catch fish increase, due to this support, this would contradict the commitment to eliminate subsidies that contribute to overcapacity.
· The transfer of an undertaking to young fishermen or young aquaculture producers (amendment 121). This contradicts Article 13(f) of the proposal, which forbids the transfer of ownership of a business. The Commission is of the opinion that EU funding should prioritise business start-ups for new jobs and growth.
· The construction of new ports in remote areas (amendment 123) and in the outermost regions (amendment 287). There is no economic justification to supporting new ports not even small or landing sites in remote areas.
· Storage aid (amendments 195, 196 and 200). Storage aid was phased out at the end of 2018 to facilitate the transition from market intervention mechanisms to the implementation of production and marketing plans by producer organisations. There is no justification to reintroduce such support as the production and marketing plans should now be the main market management tool.
· Investments on board that simply aim to comply with applicable law, in the case of ‘disproportionate costs’ (amendment 125). This is not justified, as such public support would not bring EU value added. Investments on board shall go beyond the applicable legal requirements. In this context, the concept of "disproportionate costs" is unclear and difficult to assess for the Member States.
· The replacement or modernisation of engines for all vessels, upon the condition that their power is not increased (amendment 127). There is no economic justification to extending support for engine replacement or modernisation beyond the small-scale coastal fleet. Moreover, it is not acceptable that such support is granted in fleet segments where there is no balance between the fishing capacity and the available fishing capacity. It is also not acceptable to apply the standard co-financing and aid intensity rates, which are too high for such costly investments.
·  Grants for productive investments in aquaculture (amendment 188) and for the processing of fishery and aquaculture products (amendment 198). There is no market failure justifying direct grants in these sectors, therefore the Commission has proposed that only financial instruments are available.
· Wage compensation for non-fishing periods (amendment 307). This would create a grant-dependency in the fishing sector. The Commission considers that public support is only justified in the case of market failures and investments that generate a collective benefit and that aid for temporary cessation addresses the exceptional cases where such support may be justified.
· Investments on board irrespective of the duration of the fishing activities (amendment 126). The proposal does not allow such investments for vessels with less than 60 days of activity during each of the previous two calendar years, to avoid granting support to inactive vessels or to vessels carrying out a very short and profitable seasonal activity, such as Bluefin tuna. Removing this condition would not be economically justified.
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