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Brief analysis/ assessment of the resolution and requests made in it:
The resolution welcomes the use of financial instruments in cohesion policy and acknowledges their increase both in quality and volume (paragraphs 1, 3, 4, 5, 6 and 7). Regulatory changes made in programming, implementation and management of financial instruments in 2014-2020 are welcomed, but it is underlined that efforts are needed to ensure that these changes do not negatively affect the implementation of financial instruments (paragraph 8).

The resolution gives important messages on the role of grants and financial instruments in cohesion policy, and points out strengths and weaknesses for each form of support. It highlights the role of regional and local authorities in deciding on the most optimal funding mix, and it promotes a bottom up approach (paragraphs 9, 10, 11 and 12).

With regard to implementation challenges, the resolution refers to performance issues in the 2007-2013 programming period such as delays, inaccurate market assessment, low leverage, problematic revolving or high management costs and fees (paragraph 13). It recognises optimisation of the regulatory framework for 2014-2020 but highlights issues such as the facilitation of combination of funds and different forms of support, the simplification of State aid compliance and simplification and synergies in auditing processes (paragraphs 17, 18, 19 and 20).

It encourages the use of financial instruments for new initiatives such as community-led local development and integrated territorial investment, as well as in Interreg programmes (paragraphs 21 and 26).

The resolution highlights the importance of technical assistance especially at regional and local level and refers to the need for a joint effort in designing and implementing technical assistance in order to cover a broad range of topics without duplication of structures. It underlines the role of proper communication and information on EU funding (paragraphs 22 and 23).

With regard to the post-2020 period, it underlines the role of both forms of support (financial instruments and grants) and urges that the right funding mix should be tailored to each individual situation, and depends on a number of factors. It sees a continuing important role for grants in public policy (paragraphs 24, 25, 26 and 27).
7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

· The European Parliament calls for effort to be made to ensure that the regulatory changes in programming, implementation and management of financial instruments in 2014-2020 period do not affect the attractiveness and implementation speed of financial instruments (paragraph 8):
When designing the 2014-2020 legal framework, the Commission addressed the major weaknesses in implementation of financial instruments as identified in 2007-2013. The provisions on ex-ante assessment, performance oriented management costs and fees and tranched payments aim at ensuring sound financial management in the implementation of financial instruments. Other novelties in the legal framework make use of financial instruments more attractive and add flexibility. Five different off-the-shelf instruments developed by the Commission aim at facilitating implementation. Moreover, the fi compass platform, provided by the Commission in partnership with the European Investment Bank, supports relevant stakeholders in the setup and implementation of financial instruments through various tools (events, case studies, manuals and Commission guidance).

· "[…] calls on the Commission to work closely with the EIB, the EIF and managing authorities to combine much more easily ESI Funds microcredit, loans, guarantees, equity and venture capital, while ensuring the same level of transparency, democratic scrutiny, reporting and control" (paragraph 17):
The Commission acknowledges the importance of combination of support. This is why the 2014-2020 legal framework contains specific provisions on combination of funds and different forms of support. A guidance note on combination with practical examples involving different EU funds and different forms of support and Q&A sections was developed by the Commission. In relation to EFSI-backed EIB Group lending in particular, the Commission has developed a brochure on synergies and complementarities between European Structural and Investment Funds (ESI Funds) and European Fund for Strategic Investment (EFSI) which illustrates possible models of combination. Moreover, in the context of the mid-term review, the Commission proposed in the Omnibus package specific provisions aiming at facilitating the combination of ESI Funds and EFSI within financial instruments. Examples of financial instruments combining different funds and different forms of support are regularly added to the fi compass data base and made publicly available.

· "[…] calls on the Commission to ensure an adequate state aid framework and to explore further options to simplify state aid compliance on all three levels – managing authorities, the fund of funds and financial intermediaries; calls for a level playing field in state aid rules concerning all financial instruments in order to avoid preferential treatment of certain sources of funding over others, especially in the field of SME support" (paragraph 18):
The Commission has made significant progress in streamlining and simplifying State aid control in recent years through the State Aid Modernisation (SAM) reform. In particular, the considerable extension of the scope of Commission Regulation (EU) No 651/2014 (the GBER) has eliminated the need to notify the vast majority of State aid measures, including financial instruments. Commission Regulation (EU) No 651/2014 provides for a comprehensive approach to financial instruments (covering all possible levels of state aid). Financial instruments e. g. in the area of support for small and medium-sized enterprises, including start-ups, urban development and energy efficiency in buildings, may benefit from the provisions of this Regulation and be considered compatible with the internal market within the meaning of Article 107(3) of the Treaty, and be exempted from the notification requirement. Practical application of these provisions is reflected in off-the-shelf instruments for urban development and co-investment developed by the Commission. Three other off-the-shelf instruments illustrate how compliance with State aid based on the De minims Regulation can be achieved.
Moreover, the Commission adopted the Notice of the Notion of Aid on 19 May 2016, which gives comprehensive guidance on all aspects of the definition of State aid, including e. g. market-conformity of financial instruments. The Notice should help Member States design financial instruments in ways which do not constitute State aid and do not distort competition and, therefore, do not subject to State aid control.
With an increasing use of Union budget financial instruments and their combination, it is important to ensure that this does not distort competition and undermine the single market, irrespective of whether financial instruments are set up by the Commission or by Member States. That is why the core concepts of State aid control have been embedded in the EU legal framework for financial instruments in the multiannual financial framework 2014-2020 and apply to financial instruments managed by the Commission. This ensures alignment with ESI Funds financial instruments set up by Member States, which are subject to State aid control.
To facilitate the combination of financial instruments, the Commission proposed in the omnibus package a provision which addresses the issue of level playing field between ESI Funds and EU level instruments where both are contributing to an investment platform established with EFSI when the contribution of ESI Funds resources to Union-level financial instruments does not constitute State aid.
Finally, the Commission Staff Working Document "Guidance on State aid in European Structural and Investment Funds – Financial instruments in the 2014-2020 programming period" (SWD(2017) 156 final, 2 May 2017) provides guidance on the application of State aid rules to ESI Funds financial instruments, including to clarify the State aid qualification of ESI Funds contributions to EU-level financial instruments. It not only explains State aid considerations in the context of financial instruments, but also addresses the issue of level playing field in State aid when ESI Funds are contributed to an EU level instrument.
· "[…] calls on the Commission and national authorities to identify opportunities for simplification and synergies through the auditing process; calls on the Commission, therefore, to focus on a comparative analysis of grants and financial instruments as well as on further capacity-building, audit methodology and guidelines for audit processes, which should not increase the financial and administrative burden on beneficiaries" (paragraph 19):
Audit processes take account of the form of support provided from ESI Funds. The 2014-2020 legal framework contains special audit provisions for financial instruments which for example limit the levels at which audits can be conducted in financial instruments and only exceptionally allow for audits at the level of final recipients. The Commission has developed guidance on management and control systems and is developing an audit methodology for financial instruments.

In the context of the midterm review the Commission proposed changes to audit processes in financial instruments supported with European Structural and Investment Funds. The aim is to provide a single assurance model for financial instruments implemented by the EIB group and to provide clear rules on replacement of expenditure affected by individual irregularities.

· The European Parliament underlines the need for further simplification and harmonisation of the rules that concern combining different ESI Funds, as well as for the rules that concern combining the ESI Funds with instruments such as Horizon 2020 and EFSI and "[…] calls for better regulation in the form of clear, consistent and focused rules as regards easing the regulatory burden by facilitating the above-mentioned combining of allocations from more than one programme to the same financial instrument, as well as enabling combinations of microfinance instruments in ESF operations and further simplifying public procurement in the selection of financial intermediaries and for public-private partnerships; calls for better coherence between different strategies […]" (paragraph 20):
As mentioned above, the 2014-2020 legal framework contains detailed provisions on combination of funds and different forms of support, including grants and financial instruments. The Commission has developed a guidance note on combination of different EU funds and different forms of support as well as a brochure on synergies and complementarities between ESI Funds and EFSI. Examples of financial instruments combining different funds, including EFSI and different forms of support are actively promoted through fi compass.

In the context of midterm review, the Commission proposed in the omnibus package dedicated provision facilitating combination of ESI Funds and EFSI. In regard to selection of bodies implementing financial instruments, the Commission proposed a possibility for direct award of contract to a publicly-owned bank or institution which fulfils certain conditions.
· "[…] calls for technical assistance, which should be directed primarily at local or regional stakeholders, as well as at all partners involved, but which should not be used to finance the activities of national authorities; calls, in addition, for a joint technical assistance plan by the Commission and the EIB comprising financial and non-financial advisory activities, especially for major projects, as well as capacity-building, training, support and the exchange of knowledge and experience; further calls for a combination of expertise (including legal advice) on the cohesion policy regulations, financial products, state aid and public procurement, targeted at national authorities, fund managers and beneficiaries, while highlighting the importance of avoiding the duplication of structures" (paragraph 22):
The Commission adapts the technical assistance delivered through the fi compass platform to the programming and implementation cycle. The initial focus on publicity and awareness has been shifted to thematic areas with high potential of using FIs, such as energy efficiency and SMEs. Particular attention is paid to ESI Funds/ EFSI combinations. More than four thousands users of fi compass represent all the relevant stakeholders in European regions (regional authorities, financial intermediaries, business organisations etc.). Furthermore, TAIEX-REGIO PEER 2 PEER, a TA-funded facility for sharing of experience between institutions in Member States that manage funding from ERDF and CF via expert visits, study visits and workshops, is extensively used by managing authorities for the topic of financial instruments.

The European Investment Advisory Hub (EIAH) which is a joint initiative by the Commission and the EIB is a single entry point for public and private promoters to identify, prepare and implement projects of EU added-value. It acts as a coordinating body for existing and new joint TA initiatives and covers areas not yet addressed, such as for projects under EFSI. Its local presence, including via a closer collaboration with National Promotional Institutions, will be strengthened and its promotional activities reinforced.
Finally, technical assistance through the operational programmes is also available to each managing authority and can be used to support implementation of financial instruments.
· "Calls on the Commission to raise the profile of ESI Funds’ investments and to make it clearer that EU funding is involved; further calls for adequate and comprehensive information and communication on EU funding opportunities, which would encourage the use of such opportunities for the public and private sector and would target potential beneficiaries and young people in particular" (paragraph 23):
The Commission acknowledges the importance of enhancing the visibility of ESI Funds in general and cohesion policy in particular. Commissioners Creţu and Thyssen have recently called upon Member States to team up in a shared effort to bridge the communication gap and proposed seven Joint Communication Actions inspired from existing best practices in cohesion policy.

The Commission already carries out communication initiatives on ESI Funds and more widely on all EU funded projects via the Europe in My Region campaign, by which the Commission steers a series of decentralised initiatives composed of four elements: open project days, a photo contest, a blogging contest and a project hunt.
In addition to communication and information tasks carried out by the national and regional authorities and by the beneficiaries using ESI Funds, the Commission intends to intensify its own communication actions on cohesion policy in the months ahead including via local and regional debates.
The fi compass platform extensively promotes ESI Funds financial instruments and provides useful material, such as videos, factsheets and case studies explaining the benefits of financial instruments and how they work under the different ESI Funds. It also provides face-to-face training seminars and networking events with nearly 6800 participants so far.
A comprehensive information and communication on all EU funding opportunities has been evidenced as a desirable development in the survey conducted with the users of the europa website. The Commission has embarked upon a wide-ranging overhaul of the single europa website which will contain in future a limited number of content classes, one of which dedicated to EU funding opportunities. As regards ESI Funds, currently applicable regulatory provisions do not require the Member States or the Commission to report on funding opportunities via a single portal. For cohesion policy, a general obligation is set out under Article 115(1) of Regulation 1303/2013 for programmes to inform beneficiaries about funding opportunities, with a single portal or website offering the information of each programme.
· "[…] stresses that the use of financial instruments in the context of the community-led local development (CLLD) and integrated territorial investment (ITI) initiatives should also be encouraged" (paragraph 21) and "[…] calls for the further promotion of financial instruments in Interreg programmes with a view to making them more consistent with the objectives of European Territorial Cooperation" (paragraph 26):
The policy and legislative framework for 2014-2020 already encourages unlimited use of financial instruments for revenue generating projects. In the 2014-2020 period, financial instruments can be used under all thematic objectives, with all ESI Funds and within all types of initiatives. The financial viability of the project and feasibility of a structure involving financial instruments (assessed within ex-ante assessment) are the decisive factors in deciding about the use of financial instruments, not their location or sector. The Commission encourages the use of financial instruments in new areas and new structures.
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