


Follow-up to the European Parliament non-legislative resolution 
on the implementation of the European Innovation Council
1.	Rapporteur: Christian EHLER (EPP / DE) 
2.	Reference number: 2022/2063 (INI) / A9-0268/2022 / P9_TA(2022)0401
3.	Date of adoption of the resolution: 22 November 2022
4.	Competent Parliamentary Committee: Committee on Industry, Research and Energy (ITRE) 
5.	Brief analysis/assessment of the resolution and requests made within:
The resolution takes stock of the implementation of European Innovation Council (EIC), especially of its investment fund (EIC Fund), one and a half years after the Horizon Europe Regulation has entered into force. It sets out the European Parliament’s opinion on EIC Fund management and how it should be restructured following a change to the legal base from Horizon 2020 to Horizon Europe. Additionally it identifies a number of other implementation issues on which difficulties are still encountered, and recommends avenues for improvement so that the EIC can achieve its full potential, for the benefit of the most outstanding European innovators.
The resolution, inter alia: 
· Highlights the fact that cash flows are crucial for startups and small and medium-sized enterprises (SMEs) and regrets the delays in the implementation of the blended finance actions, including the grant component, under the Accelerator due to the setting up of the transitional arrangements for the EIC Fund;
· Recognises that the Commission has adopted and implemented a transition arrangement under which the EIC Fund remains in the ownership of the Commission with the use of an external fund manager for investment decisions but expresses concern over a number of governance issues;
· Calls on the Commission to re-assess its implementation of the EIC Fund in the frame of the Horizon Europe programme and to find a new fit-for-purpose management mode that reflects the ambitious and transformative nature of the EIC as the investor of reference for breakthrough innovation in Europe;
· Recognises that the involvement of an external lead investor brings significant added value to an EIC co-investment, but firmly rejects the notion that the EIC Fund cannot be the sole investor or the lead investor;
· Calls on the EIC Fund to swiftly define and implement an exit strategy for its investments;
· Points out some other implementation shortcomings, notably in the application procedure. In particular:
· the need for clearer signals to stakeholders regarding the appropriate risk and bankability of EIC Accelerator proposals, which affects in particular the participation of under-represented regions and female-led companies;
· the importance of a reliable time-to-grant commitment, a well-functioning AI (Artificial Intelligence) Platform and online forms that meet industry standards and are user-friendly;
· the need for a high quality evaluation process and some improvements in the rebuttal procedure;
· the need to clarify the concept of ‘EIC inventors’, notably to remove uncertainty about the legal consequences of this concept;
· the low success rates of the programme, which lead to many high-quality proposals not being funded by the EIC;
· The resolution also highlights some additional observations and requests to optimise the EIC, in particular:
· the efforts made by the EIC to promote female leadership and participation in startups and venture capital;
· the pivotal role of the EIC Board as the principal advisor to the Commission regarding the implementation of the EIC;
· the extension of the fast track to research and innovation procedure to EIC Pathfinder calls;
· the application of the ‘do no significant harm’ (DNSH) as an eligibility criterion to all EIC calls;
· the unique nature of the EIC requires a tailor-made approach to monitor and audit its performance.
6.	Response to requests and overview of action taken, or intended to be taken, by the Commission:
Paragraphs 3 – 9 on implementation in indirect management and paragraph 15 on use of direct management
The Commission notes the Parliament’s finding that implementation in direct management is considered more flexible and strategic.
As to the finding that the Horizon Europe Council Decision requires the Commission to “explore” indirect management, it should be pointed out that, according to Article 11(4) of that decision, for the purpose of managing EIC blended finance, the Commission shall make use of indirect management. The Commission is of the view that Horizon Europe rules are clear with respect to the management mode to be used for managing EIC blended finance.
As to the request that the Commission should manage all of the operational elements of Accelerator projects, it must be underlined that the Horizon Europe Council Decision asks for managing EIC blended finance in indirect management. The Commission also considers that it is appropriate to use the expertise of an external fund manager, as set out in its Decision (C)(2022)6818. The Commission has decided that its staff should not be directly responsible for and involved in final investment decisions in the framework of EIC blended finance.
Paragraph 13 on single award decisions taken by the College
The Commission does not agree that it was “unacceptable” that the College e of Commissioners itself adopted a series of single award decisions in the course of 2022. First, this is a matter of internal organisation of the Commission. Second, these were the very first single award decisions taken under Horizon Europe, requiring validation of the approach to be followed for such decisions at the level of the College, not the least as these decisions were being taken while the equity component of the EIC Accelerator was still in direct management.
Paragraphs 17-23: EIC Fund policy
The investment guidelines of the EIC Fund allow the EIC Fund to invest on its own where the beneficiary is not investor-ready for regular investors yet, due to remaining very high risk despite the awarded EIC Accelerator support. The Commission will regularly assess if the investment guidelines are fit-for-purpose and will initiate their amendment when needed.
At the same time, the Commission believes that the EIC Fund practice to request in many cases matching co-investment from external investors is in line with the regulatory requirements set out in the Financial Regulation and Horizon Europe legislation, and the strategic objectives of and main logic behind the EIC, as reflected in the investment guidelines of the EIC Fund.
To that end the Horizon Europe Specific programme (Council Decision 2021/764) predicts that “while the Union may bear alone the initial risk of selected innovation and market deployment actions, the aim will be to de-risk these and to stimulate, from the outset and during the development of the action, co-investments from alternative sources and even substitute investors”.
In addition, it indicates that the Accelerator “support investments in equity or other repayable forms (such as loans or guarantees, in a manner that does not crowd out private investments or distort competition in the internal market”.
The materialisation of this aim to avoid crowding out private investors has been replicated in the investment guidelines of the EIC Fund which indicate that “when investing in direct equity, hence for this paragraph excluding the investments in quasi-equity instruments, the EIC Fund compartment will systematically seek co-investment from and syndication with other investors, at least on a matching basis 1:1 (and seeking a leverage effect of 1:3 throughout the investment horizon), and even alternate investors. It will aim to crowd-in significant and fit-for-purpose additional or alternate funding needed to successfully develop an innovation, deploy it to the market and scale-up, whilst ensuring its sustainability”.
In addition to enhancing the impact of the EU support and contributing to stimulate the overall European investment ecosystem, bridging with and crowding-in qualified investors at the earliest stage is considered essential for the success of the investee companies and their innovation. More than funding only, “qualified investors” can add critical value to a company: they also have the knowledge, the expertise, the teams and the networks of contacts needed to help investee companies reinforce their teams and business strategies and achieve a successful commercialisation and scale up in the specific verticals, in accordance with their high-growth potential and ambition.
Finally, the presence of private co-investors alongside the EIC Fund allows that the valuation of the Accelerator beneficiaries is defined according to market terms. A multiplication of equity investment alone by the EIC Fund might signal to the Venture Capital community that it is a public vehicle disconnected from market practices and be therefore detrimental for selected beneficiaries when they will fundraise at a later stage.
Paragraph 27 on time to grant for Pathfinder
The Commission is committed to respecting the time to grant target. Specifically concerning the 2021 Pathfinder Open call there were specific circumstances related to the political situation with the delays and cancellations with the Association Agreements of some countries (the United Kingdom and Switzerland) to Horizon Europe that impacted not only this call but all other calls at the same time. It was not possible to communicate the evaluation results to the applicants and sign grant agreements until a common approach was found.
Paragraph 40 on the fast track to research and innovation procedure
The Commission recalls that the EIC approach to the evaluation of proposals is tailored to the objectives of each of the EIC funding schemes. For the more mature technologies, where also business and market readiness levels are high, the relevant EIC funding schemes (Accelerator and Transition) have a clear focus on short time to grant, and both aim at a time to grant of less than six months.
For the EIC Pathfinder however, which supports science-towards-technology breakthrough research at low Technology Readiness Levels, the evaluation follows a rigorous scientific peer review method where proposals are evaluated, scored and ranked by experts based on weighted criteria and thresholds. The Commission is of the opinion that the fast track to research and innovation procedure is therefore more relevant for Transition calls than for the other Pathfinder calls, also taking into account that Pathfinder grants called for typically exceed the funding limit of EUR 2.5 million set for the fast track procedure[footnoteRef:1]. [1:  	In line with Article 6(7) of the Horizon Europe Regulation.] 

Paragraph 43 - implementation of the EIC Fund in the frame Horizon Europe
The interim solution for the restructuring of the EIC Fund was introduced gradually in 2022, including through a Commission Decision adopted on 28 September 2022. This interim solution, which is now fully operational, involves the EIC Fund being restructured as an alternative investment fund, managed by an external alternative investment fund manager (AIFM) and is fully compliant with the AIFM Directive.
Since the restructuring, and as of 15 December 2022, the AIFM has adopted 63 investment decisions under Horizon Europe. With an average number of 7-10 deals per week discussed in the advisory committee and subsequently decided by the investment committee of the AIFM, the EIC Fund is delivering in line with its objectives as set by the co-legislators.
The fund manager is obliged to follow the EIC Fund’s investment guidelines (endorsed by the Commission) while also benefitting from an expert advisory committee, including the presence of Commission observers, who advise on the compatibility of the EIB’s investment recommendations with the Investment Guidelines and ensure policy steer. Therefore, the interim solution allows the EIC Fund to function in line with the policy objectives of the EIC, without the Commission participating in the decision-making on individual investments.
In line with Article 11(3) of Council Decision 2021/764/EU establishing the Specific Programme implementing Horizon Europe, for the purpose of managing EIC blended finance under Pillar III Innovative Europe (the EIC Accelerator under Horizon Europe), the Commission is to make use of indirect management. In the Commission Decision on the 2023 Work Programme of the EIC, the Commission has announced its plans to entrust tasks related to the implementation and management of the investment component of the EIC Accelerator to an implementing partner as of the first quarter of 2023.
The essential features of the EIC will be fully preserved as the Commission is moving towards indirect management. First, the Commission will continue to steer the direction of investments through the annual EIC Work Programmes, on which the Parliament will continue to be informed in full transparency. Second, the investment decisions of the external fund manager must follow the Investment Guidelines endorsed by the Commission, covering the terms of investment. Third, the European Investment Bank (EIB) will continue to act as investment adviser to the EIC Fund and the external AIFM – carrying out due diligence and advising on the structuring of the EIC investment – but, in case it is chosen as an implementing partner, will not decide which companies to fund.
As to the call to establish an exit strategy for equity investments of the EIC Fund which takes into consideration the strategic objectives of the Union, the Commission will develop such strategy for inclusion in the Investment Guidelines.
Paragraph 44 - Dialogue with Parliament, programme committee and EIC Board
The EIC Work Programme 2023 envisages the setting up of an expert group to review the institutional set up of the European Innovation Council following its first years of operation and where relevant make recommendations for improvements. The expert group is expected to interact with the EIC Board and the EIC Forum, in addition to other EU institutions including the European Parliament, in undertaking its tasks and developing recommendations. The work of this expert group will be complementary to the mid-term review of Horizon Europe and the outputs of the group are expected to feed into this mid-term review.
Paragraph 45 promoting woman innovators and from widening countries
The Commission has put the promotion of women innovators and innovators from every part of Europe at the heart of the EIC since its establishment in 2021. By setting up a specific Key Performance Indicator (KPI) to monitor and increase the participation of women and innovators from widening countries, the EIC Board has advised on concrete measures, while maintaining the fundamental principles of excellence and merit in the EIC selection.
In 2021 and 2022, the EIC has supported over 180 WomenTech EU projects with seed funding to early-stage women-led startups. In the EIC Work Programme 2023, WomenTechEu projects will be eligible for the Fast Track scheme to submit a full proposal directly to the EIC Accelerator. In addition, companies with women CEOs are invited to EIC Accelerator interviews in priority, following the success in the EIC pilot in increasing the number of women-led companies from 8% to around 20%. Participation has remained at this level, which is significantly higher than the overall figure for technology startups, but the KPIs recommended by the EIC Board specify that further increases are needed.
Women-led EIC companies are also supported by the EIC Women Leadership Programme (also open to EIT supported companies), and the most successful celebrated by the European Women Innovator Prize. A new EU Innovation Gender and Diversity Index, funded by the EIC, will provide cross-country data to identify gaps and inform future actions to increase the diversity of the innovation ecosystem.
In parallel, the EIC strives to support innovators who are based in widening countries to achieve a better global geographical balance, in particular via the NCPs (Access2EIC) and the EEN network. In particular, the 2021 EIC Work Programme allocated a grant of EUR 7 million to the EEN with a target to support 300-400 companies applying to the EIC from widening countries. A working group of the EIC Board is also addressing the participation of widening countries.
Paragraph 47 - interpretation of non-bankability and co-investment criteria
The criteria for awarding support under the EIC Accelerator are set out in the Work Programme and include the risk level component defined as “Does the nature and level of risk of the investment in your innovation mean that European market actors are unwilling to commit the full amount alone? Is there evidence that market actors would be willing to invest, either alongside the EIC or at a later stage?”
Evaluators and jury members are briefed to ensure the correct and consistent interpretation of this criteria which underpins the concept of non-bankability and co-investment. 
Paragraph 48 – Do No Significant Harm (DNSH) principle
The DNSH principle is an important safeguard to avoid funding projects that contravene EU environmental priorities, given the mostly open nature of EIC calls, and that is why it is applied as a horizontal eligibility criterion across the calls in the EIC work programme.
Since as compared to other parts of Horizon Europe the EIC funds projects at higher levels of Technological Readiness Level (TRL) maturity and since it should target especially “market-creating innovation”, it is appropriate to apply the DNSH principle to all types of EIC-supported projects, irrespective of their closeness to market deployment.
Paragraph 49 – Intellectual Property (IP) rights for EIC Investors
The EIC IP provisions are intended to empower ‘EIC Inventors’ to take their results towards the market when their host institution is not able or willing to do so. The provisions concern access rights, not ownership, and allow revenue sharing when the research institutions supports the commercialisation. A guidance note has been prepared for universities and tech transfer offices to clarify these provisions. The EIC Board will monitor the impact of these provisions and recommend changes if needed.
Paragraph 50 – Continuous evaluation of the EIC Accelerator
The EIC Board has recommended a set of KPIs, including for the Accelerator, and these are being monitored on a continuous basis. This covers both strategic and operational measures, including performance against policy ambitions such as crowding in and incentivising private investment in deep tech, the extent of participation of women and widening countries, alongside the demand for support, time to grant and/or investment. The latest data and performance on these KPIs are included in the annual EIC Impact Report that has been shared with the Parliament. 
Paragraph 51 – assessment of the evaluation procedure
As set out in the EIC Work Programmes applicants have the opportunity to improve proposals and rebut comments from evaluators when they resubmit full proposals. As additional measures in the 2023 EIC Work Programme, an additional evaluator will be used in case applicants receive 8 out of 9 “GO” votes at resubmission (to verify that the one “NO GO” is properly justified) and applicants will be able to request an evaluation review.
EIC Pathfinder applicants can rebut the opinions of remote evaluators, and the content of their ‘rebuttals’ are considered by panel evaluators when ranking the projects, with significant influence on the final outcome. Clarifications on the rebuttal process and timings have been included in the 2023 EIC Work Programme, but it is important that this process does not lead to an increase in the time to grant.
Paragraph 53 – EIC Accelerator application process
Following advice from the EIC Board, the application and evaluation process for the EIC was designed to be accessible and user-friendly for startups and SMEs. The introduction of a short application stage (with a very short form, set of slides, and video pitch) has attracted over 7000 applications, with applicants receiving a response within 4 weeks. The full application stage has received around 5000 applications over 5 cut-off dates since June 2021.
Having gathered a number of lessons learnt and feedback from evaluators and applicants, the EIC AI Platform for applications will be significantly improved in 2023, following the launch of a new procurement contract. It is expected that the revamped platform will continue to ask the applicants for the essential information needed to enable a thorough evaluation, but will streamline the amount of information requested and improve the user interface, responding to the main feedback from stakeholders and advice from the EIC Board.
Paragraph 55 – EIC Accelerator submission process
The Commission acknowledges and regrets that the time to grant for successful applicants to the cut-offs in 2021 was too long and that this caused difficulties for the companies awaiting support. However, since then rapid improvements have been made by addressing the various bottlenecks (IT platform, delegation of decision making, etc) and already the first contracts from the June 2022 cut-off have been signed within 5 months from submission. As detailed above in the reply to paragraph 53, the EIC AI platform for the submission and evaluation of Accelerator proposals will be revamped and simplified from 2023 and will be further adjusted to the evaluation criteria defined in the EIC Work Programme.
Paragraph 56 – Synergies with the European Institute of Innovation and Technology (EIT)
Following the signing of a Memorandum of Understanding (MoU) in January 2021, the e EIC and SMEs Executive Agency (EISMEA) and EIT have intensified their collaboration and developed new synergies. These include the opening of the Fast Track for EIT Knowledge and Innovation Communities to propose eligible companies to the Accelerator, as well as collaboration on Business Acceleration Services, support to women innovators and prizes. The joint working group of EIC-EIT Board members established in 2021 has been providing advice in 2021 and 2022 on ways to reinforce cooperation with more joint and complementary activities.
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