Follow up to the European Parliament resolution on the European Investment Bank (EIB) - Annual Report for 2014, adopted by the Commission on 20 July 2016
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4. Subject: European Investment Bank Annual Report for 2014
5. Competent Parliamentary Committee: Committee on Budgetary Control (CONT)

6. Brief analysis/assessment of the resolution and requests made in it:

The adopted resolution is based on the EIB Annual Report for 2014. 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 the financial crisis. The EIB is encouraged to continue in its efforts to increase the low level of investment in the EU. It emphasises the need for the EFSI to function in an effective, fully transparent and fair way in line with the criteria of its mandate and Regulation. It stresses that its resources should demonstrate real additionality compared with the usual operations funded by the EIB. It recalls that the EFSI must also contribute to cohesion, and calls on the EIB to ensure consistency and complementarity with the investments from the European Structural and Investment Funds and other public funds. The EIB's role in financing SMEs across Europe as well as the importance of sound financial management and maintaining the triple-A rating are stressed in the resolution.

Among the critical remarks recurrent concerns are raised with the EIB's participation in certain unsustainable infrastructure projects.
The issue of external banking supervision of the EIB and the possibility to ask direct questions from the EIB President also appear in the resolution just like in the previous years.

7. Response to requests and overview of action taken, or intended to be taken, by the Commission:
On the specific calls to the Commission mentioned in the resolution:

· "… considers that there is a need to strengthen cooperation between the Commission, the EIB and local and regional bodies to ensure that the financial instruments are used effectively to boost territorial development and cohesion; welcomes the partnership between the Commission and the EIB in setting up the fi-compass advisory platform; firmly believes that there is a need to simplify the rules governing the support given by the ESI Funds to financial instruments under the EIB"; (point 37)
As set out in the Communication of 1 June 2016 on taking stock of the Investment Plan for Europe, the European Investment Advisory Hub will be enhanced in order to provide more targeted outreach and support development of advisory action at local level, as well as cooperation with National Promotional Banks. The Commission will also consider synergies between existing EU envelopes for technical assistance in order to enhance the flexibility of technical assistance provision and allow a rapid response to market needs. The Commission has already published concrete guidance on combination of EFSI support and ESI Funds
 and will work to further simplify this and remove legislative and other obstacles to such combinations.
The EIB is working closely with the Commission as well as with other financial institutions to develop related financial instruments as it was stated in a recent study on the "Review of the Role of the EIB Group in European Cohesion Policy".
· "Considers that the Project Bonds Initiative (PBI) should be seriously assessed with regard to its financial, social and environmental impact; urges the Commission to set up an inclusive and open consultation process at EU level, with the active participation of representatives from the European Parliament, on the future of project bonds for the period 2016-2020 before the current PBI pilot phase is fully rolled out"; (point 53)

In 2015, the Commission carried out the final evaluation of the Project Bond Initiative Pilot Phase, as prescribed by Regulation (EU) N° 670/2012, which covered the period November 2012 to July 2015. The evaluation was undertaken by an external consultant. The evaluation report was finalised in December 2015 and the Commission Staff Working Document was published in March 2016. The evaluation was presented to the BUDG Committee of the Parliament in the context of the Commission reporting exercise on the implementation of the Pilot Phase.
The evaluation concluded that the Project Bond Credit Enhancement product should continue to be deployed by the Commission and the EIB in the future, because it has demonstrated the ability to provide long term competitive solutions to finance crucial infrastructure projects in Europe, generating leverage effects that demonstrate good value for money. The evaluation points out that an end to the product offering might lead to a loss of the knowledge built up so far and to a potential market development halt. Further on, the evaluation stresses that looking forward, the potential of the Project Bond Credit Enhancement product to be additional to the existing market alternatives may be further increased, given the complementarities with other EU initiatives (i.e. the European Fund for Strategic Investments) and EU financial instruments (i.e. Connecting Europe Facility).
The evaluation highlighted the lessons that can be learned and the recommendations for future financing of European infrastructure projects, which the Commission will consider, inter alia, during the implementation of the Connecting Europe Facility, which provides the full roll-out of the project bond credit enhancement product.
· "… stresses once again the need to establish a stringent public list of criteria for selection of financial intermediaries by the EIB, jointly with the Commission"; (point 72)

This issue has been addressed in the Financial and Administrative Framework Agreement (FAFA) signed on 2014 with the EIB, together with the relevant Delegation Agreements for each instrument. According to the provisions of the FAFA: "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".
· "Notes the expiry, on 27 October 2015, of the Tripartite Agreement mentioned in Article 287(3) TFEU, governing cooperation between the EIB, the Commission and the Court of Auditors with respect to the control methods exercised by the Court regarding the EIB’s activity in managing Union and Member State funds; calls on the three institutions to cooperate in the process of renewal and updating of this agreement, and to ensure that the renewed agreement covers the already existing and any new EIB instruments or initiatives involving public funds from the EU or the European Development Fund; calls in this context for the European Court of Auditors to be given enhanced powers in order to evaluate and report more thoroughly on EIB lending practices, instruments and initiatives when directly related to the use of EU budget appropriations"; (point 80)

The Commission, the EIB and the Court of Auditors are currently updating the Tripartite Agreement of 27 October 2003 on cooperation between the three institutions on the rules under which the European Court of Auditors is to carry out its audits.
· "Considers that the evolving complexity and growing volume of EIB activities, together with the continuing uncertainties on the financial markets, make it even more necessary to find solutions to put in place effective prudential banking supervision of the EIB; regrets, therefore, that Parliament’s proposals, previously put forward, for introducing regulatory external prudential supervision were not taken into consideration, by neither the Commission nor the EIB"; (point 81)

For the Commission, the issue of financial supervision of the EIB deserves careful consideration as it raises complex legal and political issues. However, the supranational nature of the EIB and the EIB statutory provisions, which form part of the Treaty, needs to be taken properly into account. As long as a supervisory framework is not set up, the EIB will continue to voluntarily be subject to Basel III and CRD IV rules and voluntarily seek a partnership with national supervisory authorities as with the Luxembourg supervisor. In terms of compliance with Best Banking Practices, changes in the EIB Statute following the Lisbon Treaty in 2009 gave the Audit Committee additional responsibilities to check compliance.
-----------
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