INITIAL NOTE  FOR REFERENCE: 

1. The Raporteur drafted this report, in spanish. 

2. Subsequently, on February 27, EIB sent comments and allegations in response  to the Draft report. They are written down below in blue letters and Courir New lettering.

3. The Raporteur responds to EIB comments, shown below in red letters, and Times New Roman lettering. The Raporteur has also translated the Draft report into English, to make it consistent.

4. Only the comments to the initial resolutions are included in this document.


- EIB ACTIONS TO BE TAKEN WITH CAUTION

CORRECT TRANSLATION: The European Parliament cautiously welcomes

POINT 4 OF DRAFT REPORT:

EIB Translation: 

4. SOME RESULTS OF EIB / EIF RISK CAPITAL OPERATIONS IN 2002 AND 2003 

Translation should read:

4. Cautiously welcomes the results of a number of EIB and EIF risk capital operations in 2002 and 2003;

COMMENT EIB:

This point is not clear.

COMMENT RAPORTEUR:

The Annual Report for 2002, in the financial section, refers to Venture capital in several points either done with EIB funds executed by EIF, or EIF venture capital done in its own name, plus fiduciary operations done on behalf of the Commission.

Clarification of information contained in the 2002 Annual Report and further transparency in data analysis is needed in view of , for example:

(a) when acting in its own name, EIF (i) acts as funder of other funds but information on the results of the funds in which it has invested is not publicly available and has not been provided to the Raporteur. Monitoring and quantitative benchmarking by EIF of results of the funds it invests in should be done periodically and results published;  (ii) provides guarantees to Financial Intermediaries (FI) who are said to be lending to SMEs and “therefore obtain financial capital relief”, but no explicit statement is made as to the possible relationship of these guarantees with lending to SMEs under global loans, tying up each transaction,  and the underlying real risk involved overall, or the results of such operations.

(b) Extensions of guarantee operations have been requested by financial intermediaries to EIF, and given by EIF, with no monitoring of results of prior operations. Please refer to Reports by the Operations Evaluation Unit.

(c) Provisions, as stated in the balance sheet of EIF, have been made following a less conservative criteria in 2002 as opposed to 2001 (p. 85,note 2.6; p. 87, note 4.3), and showing nonetheless considerable growth. What are the expected losses from such operations? Why was the criteria changed?

(d) EIF noted in p.86, note 3.4 of the Annual Report, a value adjustment for losses in 2002  (€ 14.2 million) representing a considerable larger amount as compared to 2001 (€2.9 million), representig an increase of  490%!

(e) In the Financial Statements of EIB for 2002, p. 74, referring to the remarks on “Results for the Year” makes a relevant remark on the decision by the Board on appropriation of profit “…(€908 million) … for deduction from the Funds allocated to venture capital operations…. and to the new special supplementary reserve for venture capital operations and operations under the Structured Finance Facilty…” (€750 million). Does this mean EIB expects to lose 750 million ? In what countries? What mechanisms are in place to assure this potential loss is never again repeated? The remarks also mention a provision for venture capital operations… and guarantees of €131 million in 2002 as opposed to only 19 million in 2001.
(f) Note 5.5, p. 88 is  also relevant in showing a need for clarification of results in Fiduciary operations for 2002, and as per 2001. The notes on adjusted values of operations on behalf of  both EIB and th eCommission need clarification as well as follow-up as to the underlying risk management.

(g) See Audit Committee 2002 report, page 1, section 2.1 (“….venture capital operations are also being influenced by the overall detrerioration…and lower investor confidence”) and onwards. Plus references to the Cotonou Agreement, in general, and on the comment that the Audit Committee will issue a specific statement on this Facility. 

This needs clarification from the BANK on underlying transactions, risk and results of these operations.  

POINT 5 OF THE DRAFT REPORT

EIB Translation:

5. EIB INITIATIVES IN THE FIELD OF SECURITISATION OF DEBTS BY MEANS OF SPVs

Translation should read:

5. Cautiously welcomes the debt securitisation initiatives carried out through special purpose companies, until  a rigorous study into this question is completed;

COMMENT EIB:
This point is not clear.
COMMENT RAPORTEUR:

An indepth analysis is needed on risk associated to securitization initiatives. 

This instrument is used where the beneficiary may have “inadequate credit rating ..in relation to EIB criteria governing the acceptability of counterparties”  i.e., regarding EIB risk-taking v.s. small financial intermediaries and /or subsidiaries of large groups. By taking this risk off balance-sheet through securitisation,  analysis on EIB lending operations is less transparent and so is risk assumed.  Refer to Board of Directors report dated April 20, 2002, “EIB GLOBAL LOANS IN  THE EUROPEAN UNION….ANNUAL REPORT FOR..2001”, page 5, “Greater recourse to securitisation financing” .

Also relevant are the comments on Basel requirements in the Report to Board of Governors of June 2003 on “EIB Risk Management Systems”,  in general, and pages 2, 3, (“Governors ..expressed concerns as to whether systems in place would suffice to prevent a situation whereby a major default could jeopardise an entire annual surplus”, and page 4, on Basel recommendations on Banking supervision of 2001, including last paragraph.

Global loans were supposed to be a way in which EIB transferred “paperwork” associated to lending to SMEs due to its limited human resources, and the inherent risks of these SME counterparts to intermediary financial institutions. However, securitisation goes a step further in allowing the FIs to transfer the risk once again elsewhere. In the case of smaller financial intermediaries this may possibly allow them to surmount Basel II requirements therefore circumventing the whole Basel purpose. Please refer to page 6 in the Report to the Board of Directors 2002 , EIB Global Loans, point 2.3.3 Securitisation, and same report for 2001.

Reference to the 2002 report of the Operations Evaluation Unit, page 12 is clear:  Many FIs are attracted to Special Purpose Vehicles either to reduce the Bank´s exposure or to modify the intermediaries´prudential ratios.

Also, what do FIS do with the proceeds of the securitisation? And EIB?

This is why the Raporteur gave only a general indication in the drafting of the Report, assuming that EIB would remember the content of this relevant documentation.

Denunciar que el BEI

· CHARGES AGAINST EIB

POINT 6 OF THE DRAFT REPORT

EIB translation: 

6.
EIB tends to allocate its financing by implicit or explicit quotas per activity and per country 
Translation should read:

6.
Condemns the fact that the EIB tends to distribute the funding it allocates by implicit or explicit quotas, by sector of activity and by country;

COMMENT EIB:
· EIB does not provide finance on the basis of national or sectorial quotas.
· The Bank finances projects that are technically, economically, financially and environmentally viable and sustainable. It does it by way of loans, i.e. requiring borrowers.

· EIB’s prime task is to support capital investment promoting the economic and social cohesion of the EU, in particular by financing projects in assisted areas.

· Guidelines on lending are set forth in the Corporate Operational Plan (COP). These guidelines have always been set by priorities.

· The five main operational priorities of the Bank for the years 2004-2006 – as fully described in the COP 2004-2006 published on the EIB web site – will be :

(a) Economic and Social Cohesion and Regional Development in the enlarged EU ;
(b) Implementation of the Innovation 2010 Initiative (i2i) ;
(c) Development of Trans European and access networks ;
(d) Environmental protection and improvement ;
(e) Support of EU development and cooperation policies with Partner Countries, in particular through FEMIP and the Cotonou Agreement,


with close articulation between the second and third priorities and the European Action for Growth over the period.

COMMENT RAPORTEUR:


Tables provided by EIB to the Raporteur on June 4, 2003 and those handed on February of 2004 on the breakdown of lending by activity and country, do not coincide, and vary in presentation of facts. It would be good for the EIB activity to present consistent information on its financial operations.


A quick overview of amounts in the 1999 to 2002 tables calls one´s attention in  the percentage of funds lended. The consistency of these variations may be a random factor, surprising consistency in the number of eligible projects that are presented every year per country, or to the existence of quotas, whether implicit or explicit.

The European Parliament would appreciate if EIB should provide proof that demonstrates this, as has been requested several times but with no results achieved, as per the loans requested from EIB, and the percentage of approved ones, per country. The fact that this information was not made available when requested may suggest that it all falls as if there existed an implicit quota distribution and even that global loans might then be used to compensate posible deviations from the preestablished ratios. 

The rest of comments made by EIB on point 6 of the Draft report are totally irrelevant to its content. The Raporteur hopes that the rest of comments to the Draft turn out to be truer than the one that follows given the number of qualifications made in reports by Operations Evaluation Unit: “The Bank finances projects that are technically, economically, financially and environmentally viable and sustainable. It does it by way of loans, i.e. requiring borrowers.” The Raporteur sincerely hopes that the rest of information  provided by EIB is more accurate and precise since this sentence reflects what should be but what does not happen really. (information may be found e.g., in multiple Operation Evaluation Unit Reports on the web site.)

POINT 7 OF THE DRAFT REPORT:

EIB translation: 

6. between 1998 and 2002, EIB has channeled more resources to larger and richer EU Member States and continues this trend in its plan for 2003-2005, mainly by means of global loans

Translation should read:

7.
Condemns the fact that the EIB has allocated more resources to the larger and richer EU countries in the last five years and that this trend is maintained in its plan for 2003-2005, mainly via global loans;

COMMENT EIB:
· Geographical breakdown of loans concluded (EUR million) :

	
	2003
	2003
	1999   -
	2003
	2003

	
	Amount
	% of Total
	Amount
	% of Total 
	% of EIB capital

	Belgium (BE)
	540
	1.6
	2 113
	1.3
	4.925

	Denmark (DK)
	898
	2.6
	4 979
	3.2
	2.494

	Germany (DE)
	6 443
	18.8
	30 449
	19.4
	17.766

	Greece (GR)
	1 190
	3.5
	7 061
	4.5
	1.336

	Spain (ES)
	6 282
	18.4
	24 471
	15.6
	6.531

	France (FR)
	4 061
	11.9
	19 472
	12.4
	17.766

	Ireland (IE)
	602
	1.8
	2 000
	1.3
	0.623

	Italy (IT)
	5 913
	17.3
	26 976
	17.2
	17.766

	Luxembourg (LU)
	184
	0.5
	572
	0.4
	0.125

	Netherlands (NL)
	522
	1.5
	2 391
	1.5
	4.925

	Austria (AT)
	900
	2.6
	4 031
	2.6
	2.445

	Portugal (PT)
	1 645
	4.8
	8 662
	5.5
	0.861

	Finland (FI)
	780
	2.3
	3 257
	2.1
	1.405

	Sweden (SE)
	890
	2.6
	3 708
	2.4
	3.267

	United Kingdom (GB)
	3 239
	9.5
	15 424
	9.9
	17.766

	Art. 18 (1)
	99
	0.3
	991
	0.6
	-

	
	
	
	
	
	

	Total European Union
	34 187
	100.0
	156 556
	100.0
	100.0


(1) Projects with a European dimension outside the territory of the Member States

· Moreover, it has to be noted that :

·    data appeared in the press are misleading. In absolute terms and compared with share capital, EIB lending in Spain has been growing over the period 1999-2003 and has no “quota” type relation with Spain’s participation to EIB share capital ;

·    on the contrary, EIB’s activity in Germany has grown only after reunification for projects mostly located in the Eastern Länders.

COMMENT RAPORTEUR:

The table provided lacks rigour and precission, and is potentially misleading since data for several years is grouped in column 1999-2003.

The Raporteur wants to kindly  thank EIB´s answer to the Draft in that it has meant a distribution of data that confirms the statement of the Draft Report: the addition of loans to the larger countries (Germany, UK, France and Italy) adds up to 58.9% of total lending in the period 1999-2003 and 57.5%  of loans in 2003. As can be deducted from the comment in point 6,  above,  of the Draft Report, EIB seems to imply that the similarity of these percentages is due to a random factor or chance, and not to the existence of quotas; EIB has yet to provide data that proves this clearly.


As to comments made by EIB that: « data appeared in the press are misleading. In absolute terms and compared with share capital, EIB lending in Spain has been growing over the period 1999-2003 and has no “quota” type relation with Spain’s participation to EIB share capital ; ”, it would be desirable that EIB should demonstrate the same energy in responding diligently to the requests by the E. Parliament, as in making comments on press articles. If EIB wants to rectify what appears in the press, it does not have to direct its endeavours to the Parliament but rather to the media which it may find of interest.

On the comment relating to Landers, information is appreciated, but it is not possible to infer it from the data provided. 

Also, as general information, please refer to page 2 of the 2002 Annual Report to the Board of Directors on EIB Global Loans, the share of which are reflected to remain constant (“..at a little over one third for signatures”). With “..the breakdown of activity among the different countries of the Union more uniform…”

POINT 8 OF THE DRAFT REPORT: 

EIB Translation: 8. 

EIB has established several ethical and professional codes of conduct which fail to comply with corporate governance standards expected of it as a public bank and as the world’s largest supranational borrowing institution

Translation should read:

8.
Condemns the fact that the EIB has drawn up various codes of conduct but fails to comply with good corporate governance rules which  it is required to observe in its capacity as a public bank and the largest   supranational lending institution in the world; 

COMMENT EIB:

· Upon request by Mrs Ridruejo, an analysis of the Winter report and its application to EIB was prepared and handed out to her on 4 July 2003 (Annex 1). No comments, conclusions or suggestions were ever communicated to EIB by Mrs Ridruejo herself or any member of her staff.

· Nevertheless, some findings of the study have been formally adopted by EIB since transmission of this study to Mrs Ridruejo – e.g. salary scale are now published on the EIB web site.

· However, some corporate governance rules as set forth in the Winter report cannot be simply applied to the EIB in consideration of its special nature and status. EIB is an international organisation, created by the Treaty establishing the European Community, the Member States of which are the shareholders of the Bank. We are therefore faced with a situation that is completely different from the ENRON or Parmalat cases (listed companies, whereby the public at large is called upon buying shares).
· EIB closely follows the developments of the Commission’s action plan on modernising company law and enhancing corporate governance (ref. COM (2003) 284 DATED 21.05.2003) as well as the recommendations of the EP (see for all, the EP resolution on corporate governance and supervision of financial services – Draft Report by MEP Beres), and it will certainly follow the same course of action followed until now, i.e. conform to law or implement recommendations to the fullest meaningful extent.

· Pls. see also point 26 (c) below.
COMMENT RAPORTEUR:

The EIB ‘NON PAPER’ on benchmarking against the Winter Report: as discussed in points 12 and 26 of this paper, was amply discussed with  Mr D. Crayencour and Ms Fuhrmann, as well as Mr Maystadt. Upon the Raporteur´s recurrent insistence on the matter, the Raporteur finally received a “Non Paper”, which indicates in the first sentence that it is only a preliminary job, not a final position, and even implies it may not be the position of EIB on the matter. The EIB also stated that doing a formal paper would have taken months or more. In fact no development has been made even after over 10 months of discussions.

From its comments above, EIB seems to have confused its role and that of the European Parliament: the mission and responsibility of the Raporteur is to draft a paper on the situation, and not to carry out a negotiation on the content it is to inlcude, nor act as consultant to the Bank, as such comments of EIB seem to indicate. Additionally, EIB knew quite openly of the position of the Raporteur based on requests made reiteratively, and comments with Mr Crayencour in June and July of 2003, and in correspondence.  Emails are multiple to this respect.

The European Parliament deems positive that EIB has opted to comply with some of the Winter Report recommendations and encourages it to continue along this line.

As to the EIB sentence: “...ENRON or Parmalat cases…(listed companies, whereby the public at large is called upon buying shares).” The EIB´s situation could be considered much worse given that it is a much more public institution than any of the listed companies in the stock markets, since it´s shares are automatically financed by all tax-payers of the EU, whose sovereignty falls directly on the Parliament. For this reason, due to the exemplary character that the E. Parliament wants for all EU institutions and due to the ethical connotations which represent a differential value of the EU culture, the transparency levels expected from the EIB should even be superior to those asked from publicly quoted companies in EU and Us markets. EIB should be at the forefront on implementations. 
POINT 9 OF THE DRAFT REPORT:

EIB Translation:

9. EIB has not specified the nature and the final objective of its global loans

Translation should read:

9.
Condemns the fact that the EIB fails to specify in its 2002 Annual Report the nature and final destination of its global loans, which were not allocated solely to SMEs, or of its funding of infrastructure and other public works;

COMMENT EIB:
· This point is not clear, as global loans structure is explained in “The EIB Group Activity Report 2002” p. 28.
· Global loans are also described in an EIB publication on SMEs financing.
· In substance, 
· “EIB is a wholesale provider of capital market funds, but it reaches SMEs through a network of commercial banks.”

· “The main advantage of EIB funding is the medium and long-term nature of the debt, which helps address some capital market weaknesses.”

· “The most relevant aspect of global loans is the structural supply-side effect of having a systemic influence on both availability and pricing of term loans to SMEs.”

as also stated in the “Communication from the Commission to the Council and the European Parliament – Access to finance of small and medium-sized enterprises” (COM (2003) 713 final dated 1st December 2003 (pls. refer more particularly to par. 4.7 on p. 14 of the EN version).
COMMENT RAPORTEUR:

The Draft Raporteur considers that “..nature and final objective..” are quite clear terms, which have nothing to do with a priori descriptions on Global loan structures. What is lacking is hard data on: performance by financial intermediaries, finance activities, sector activity and of final beneficiary, returns on equity or investment, incidences, restructurings, etc, in statistical form and otherwise. 

2002 EIB Global Loan Reports to the Board indicate that less than 50% of global loan funding is actually allocated to SMEs. The 2002 Audit Committee report to the Board states that there is a need to improve transparency and that flexibility in asigning loans to final beneficiaries which are not  SMEs is sought and/or tolerated (p. 4) by EIB.

Also to be noted is that one can conclude that Global Loans are really loans to the financial institutions i.e., for  financing the banking sector, EIB being “the bank of banks”. Even in some cases, as arisen by the Operations Evaluation Unit report of 2002, the benefits of EIB global loan financing are diluted into the general liquidity stream of some banks and then lended, in general, to clients. In some cases, no specificity appears to be  executed in matching EIB global loans specifically to a bouquet of concrete SMEs, and their projects, as would be expected. Pricing (funding advantage) is not necessarily carried onto the final beneficiary, as are not the longer term maturitries in full, so that the financial intermediaries can take advanteage of longer terms, not passed on to final beneficiaries in full, in other ways not identified in the analysis, and possibly not fully monitored at EIB.  Also, a clear note is made in page 6 of the Report on the repayment mechanism on most EIB disbursements to financial intermediaries being a single bullet payment whilst those to Final beneficiaries are done on amortising basis. What happens to the cash reimbursed to the financial intermediaries? As indicated also, not all final beneficiaries are individually identified.

Very relevant to note is page 2 of the Recommendations in this same Rreport, eg: “Rigorous appraisal, effective monitoring and full documentation at all stages should demontrate the bank´s funds are being used to support SMEs”; or that “ The financial intermediary should supply the Bank, ex-ante and ex-post,  with outline details of its SME term lending portfolio, broken down by sector, size and location of operation” ; page 5: “the FI has to be able to show tht the Bank´s funds were used for eligible investments. As the portfoilio approach cannot do this….” etc, etc. There are more examples to be found in such documents.

POINT 10 OF THE DRAFT REPORT: 

EIB translation:

10. EIB has refused to furnish :
Translation should read:

10.
Condemns the fact that the EIB has refused to provide it with the minutes of the meetings of its Audit Committee, the external and internal auditing operations (or work programe?) for 2003, a study on good corporate governance and the results and return obtained by EIF investments in third funds;

COMMENT EIB:
(i) the minutes of meetings of its Audit Committee ( Mrs Ridruejo made such request by e-mail on 9 Feb. 2004 and eib answered by e-mail on 10 Feb. 2004 as follows :

(a) the audit committee prepares an annual report, made available to the EP for the first time in 2003 – pls., see points (ii)(b), (ii)(c) and (ii)(d) below ;

(b) the audit committee meets every month and the minutes of such monthly meetings are not available. In fact, these minutes are  work in progress and could entail serious danger if released prior to conclusions. EIB understood that MEPs – rightly so – wished to have only annual statements, i.e. end product ;

(ii) its external and internal audit report for the financial year 2003 ( Mrs Ridruejo made such request by e-mail on 9 Feb 2004 and EIB answered by e-mail on 10 Feb 2004 as follows : 

(a) internal audit is by definition an internal body of the Bank. Its role is not to audit EIB accounts but to look into management processes and make recommendations for their improvement. It does not prepare an annual report ;

(b) the audit committee prepares an annual report ;

(c) the Board of Governors take note of the report of the audit committee and its conclusions, as well as of the statement by the audit committee, before approving the EIB annual report ;

(d) in 2003, the Board of Governors authorized for the first time the transmission of the audit committee’s annual report to the European Parliament ;

(e) the audit committee's annual report for 2003 will be prepared for approval by the meeting of the Board of Governors to be held on 2 June 2004 and transmission to the European Parliament would  then again be  approved by the governors ;

(f) Ernst & Young are EIB’s external auditors and they refused to hand out to Mrs Ridruejo their detailed audit report of EIB as per standard market practice ;

(g) Ernst & Young concluding statement is published in “The EIB Financial Report 2002“ ;

(iii) a report on good corporate governance practices 
· an analysis of the Winter report and its application to EIB was prepared and handed out to Mrs Ridruejo on 4 July 2003 (see above – point 8 and Annex 1) ;
· a further analysis and report on the subject could be considered.

(iv) the results and the return on investments made by EIF in investment funds 

· Clearly, recent years have been difficult because of the market situation for risk capital, but EIF has maintained its presence and role.
· Venture capital is a very specialised business. Interpretation of individual data is difficult (no market valuation, long-term investment) and hazardous, in particular for the public at large.

· Nonetheless, financial results are published on an aggregate basis (EIF annual report).

· EIF is committed to transparency (detailed reporting on operations, in particular under MAP, participation at EP Committees, etc..) and accountability (seven parties audit the EIF in various capacities: independent audit committee, EIB’s audit committee, external auditors, EIB’s external auditors, EIB’s internal auditors, the European Court of Auditors and the internal audit of the European Commission).

COMMENT RAPORTEUR:

· On note (i) above of EIB:  thank you for confirming the Minutes  were not provided

· On EIB´s remarks: (ii), points a, b and c, thank you for confirming with such statements that EIB did not provide such data, as expressed in an email of February 10, 2004. (d) the Raporteur enthusiastically congratulates EIB for its cornerstone in transparency that has justified the first of the congratulation remarks of this Report; as to EIB´s point (e) it is to be thanked, but the report provided in 2003 was missing most of its body and only some of the recommendations were received. (f) it is not fair for E & Young that  EIB presents  E &Young as an excuse to deny this  information; it is evident that if the client so indicates, the Audit firm would provide the report, or a summary of it.

· The recommendations made by the Audit Committee in the 2002 Report were of sufficient importance as to making sure that all issues had been complied with, or that work was in progress in this direction. In such Report there is a specific mention to the need of monitoring certain events during 2003, e.g., venture capital on Cotonou, and by EIF, and looking into information technology issues (page 6), as well as credit risk issues –special mention is made on the concentration of exposure to large banks and corporates, and the resulting concentration of risk- and monitoring (page 3- mentioning Operations Evaluation reports, and recurring comments in prior Audit Committee reports, not adequately dealt with). In reading most of the Operations Evaluation Unit´s reports posted on the web site of EIB, there is a recurring observation that monitoring should be much improved, and that follow-up work and performance forms are not done at all, or only partially, or even forms filled in at the time of contract signing i.e. before performance is initiated. Another extended comment refers to lack of institutional memory (experience is not preserved and passed on) and that physical files are not complete, or that information technology records do not match physical files. Independent audit work would have been  much desirable, and the request by the Raporteur was focussed in this direction when requesting the 2003 work plan and the Minutes of monthly meetings. A chapter of the 2002 Audit report was referred to the Audit work-plan for 2003, and this was refused to the Raporteur last June 2003, but would have been sufficient to clarify the turn of events. 

· The minutes of the Audit Committee meetings should have been disclosed, - in no way can EIB assume that only annual audit reports were requested given some of the alarming symptoms of some EIB reports- since the Minutes are only a reflection of discussions, deemed to be executed by an independent team, for the benefit of shareholders and the public. In no way can this be a disclosure issue. Companies operating in the financial markets today are oblidged to send a report by the Audit Committee at least on a three month basis. EIB should be no less, especially given the gap existent in reporting, as per ex-post Operations Evaluation Unit reports posted on the website of EIB.

· Internal Audit could have given light over the statements and recommentations expressed in the reports by the Operations Evaluation Unit, since 1990 onwards, in the ex-post findings, and by the 2002 Audit C. indications. It would have been interesting for the E Parliament to know if measures were finally being taken to resolve some ongoing problems, recurring annually.

· The Winter Report states that institutions should make explicit and public –in the Annual Report and website- by what Good Corporate Governance Rules they abide. (This is not the same as doing a partial preliminary comaprison to the Winter Report by EIB). EIB seems to have none adopted yet that it can publish.

· Results of investments made by EIF: this analysis has not been made public. Regardless of whether it is “difficult because of the market situation for risk capital”, EIB and EIF should undertake the analysis and make it public, and this is especially true if times are difficult, so that no excuse is possible not to do it. On the contrary, not doing an analysis and providing a terribly feeble excuse -as above in EIB comments- raises questions on execution and performance. Even though venture capital may be a specialised business there are generally accepted parameters for reporting, per fund invested, in and in general, including statements on internal rates of return, implicit return on equity, latent gains or losses possible, performance indicators for funds, average indicators, relative industry performance ratios, etc, etc, normally utilised by the public at large and by analysts in particular. The real hazard to reputation, judgement, and followup by observing parties is not to disclose ANY such statistical or analytical data. (Please also refer to the need for calrity in proposed resolution number 4, above)

POINT 11 OF THE DRAFT REPORT:

EIB translation:
11. EIB has not made available the results of certain risk capital operations carried out by the EIB and EIF in 2002 and 2003 

Translation should read:

11.
Condemns the EIB’s opaqueness in relation to  the results of certain capital risk operations by the EIB and EIF in 2002 and 2003;

COMMENT EIB:
· EIB has no trace of a request to this effect. On the other hand, information on (i) results and conclusions from monitoring through risk management systems and policy and (ii) data on EIB watch list were forwarded to Mrs Ridruejo by e-mail on 10 June 2003.

COMMENT RAPORTEUR:

General discussions were held with Ms. Fuhrmann and Mr. D. Crayencour to this respect. EIB watchlist (related to loans) has nothing to do with public data availability on the results of venture capital operations in 2002 and 2003. Please refer to proposed resolution 4, above. The Annual report is far from being clear in this respect and ex- post evaluations by the Operations Evaluation Unit in the past have not provided any clarity either, but rather made a point that practices should be improved upon (e.g., ACP countries, LATAM and ASIA). In fact, there should have been follow-up reports by the Operations Evaluation Unit.

Recomendar que el BEI

· RECOMMENDATIONS TO EIB

POINT 12 OF THE DRAFT REPORT:

EIB Translation:

12. EIB MUST COMPLY WITH INTERNATIONALLY ACCEPTED STANDARDS OF CORPORATE GOVERNANCE

Translation should read:

12.
Recommends that the EIB comply with  internationally generally accepted rules of good corporate governance;

COMMENT EIB:
· More than complying with internationally accepted standards of corporate governance, EIB is in the forefront in terms of corporate governance, having implemented strong processes of internal controls, risk management and reporting.
· EIB does obviously evolve with accepted standards of good governance (see above points 8) and has offered MEP Ridruejo a first benchmark against Winter report.
· EIB is not only different from other listed ("publicly quoted") companies ; it is not listed at all. Its purpose is not profit maximizing, but it is a non-profit public entity for realizing objectives set by political authorities. Therefore, already several principles for governance of normal commercial undertakings are not relevant for EIB and cannot serve the purpose.

· For instance, the chapter on shareholders (cross border voting, minority shareholders etc.), which is extensively discussed in the Winter report, is not applicable for the EIB, which is owned by Member States.

COMMENT RAPORTEUR:

In the opinion of the Raporteur, not only is EIB far from “being at the forefront”, but it is even farther away from complying with modern, internationally accepted good governance practice. This is especially relevant since it is a non profit EU public entity, regardless of it being a quoted company or not. It does, however, issue securities in the market and that alone is also a reason for it to be at the forefront.  Adequate internal controls are expected from any financial institution and , in general, any body having relations with the public. In this case, the requisite is even expected to be of higher quality since it is a public interest institution, created by the Treaty! The same applies to risk management, especially since funding comes from the EU members´money and their authorisation for leveraging on it with public securities issues, where the general public and investors acquire such secutities. Reporting requisites fall in the same category of exemplary behaviour.

The Raporteur has insisted on the need for EIB to look at the Winter Report (WR)  for benchmarking or to any other standard and was told that such work would take more time and effort than just a few months. The only outcome of such discussions was document by EIB called NON PAPER on EIB BENCHMARKED AGAINST WR, (june  27, 2003) specified as a preliminary exercise of benchmarking in the introductory paragraph, where only 4 “chapters” of corporate governance are covered, leaving out the main aspects and  without entering in the real issues.   Upon requests by the Raporteur on whether any advancements were made as per her email of Nov 18, 2003, the answer on Feb 6, 2004 indicated “the points in such question remained unchanged”, i.e., no advancement had been made.

For example, in its comments, EIB is alleging that it discloses all of the requirements, but in the answer to the request  of the Raporteur EIB is only answering on the Risk Management requirement when referring to pages 72-73 and 92-95 of its 2002 Annual Report. Elementary issues left out include, for example: 

· WR: “..the publications of its Corporate Governance statement and its posting on the website”. Since it seems to be inexistent, it cannot be published.

· WR: “The operation of the board and its committees….role and qualification of individual board members;…disclosure of directors remmuneration and other terms of condition of appointment should be required separately” This is also missing!

· “Other material relating to party transactions, like transactions with subsidiaries and associate companies…” Also needed in reporting by EIB.

· Board of Directors: EIB believes it is free from complying with the monitoring functions established in the WR, but in the opinion of the Raporteur, without going into all of the WR recommendations, EIB should, for example,  have a Remunerations and Nominations Committee, to at least give an opinion to the Board,  -and the President-, since it is a decision-making issue which should not be left entirely to the President as is at present. All relevant companies and financial institutions are currently taking measures – if not already adopted- to comply with this basic condition of independence. The question was posed to EIB for the last time on February 9, 2004.

· Board members should make a statement of independence, as generally accepted, to include that they have no remuneration that depends on the annual results of the bank. It should also be made clear why each of the Directors of the Board are see as being independent, and why they are qualified to serve on the Board, as specified in the WR. In the NON PAPER EIB has expressly recognised that it does not make a specific declaration to such effect.

· In the NON PAPER, EIB recognises it does not publish regularly its remuneration policy, and is open to this suggestion. This should be done in relation to fixed salary, bonus, and other benefits and gratuities. Additionally, EIB has in the past received written Questions from the European Parliament , by Raffaele Costa (2000, 2001) and not only responded vaguely, but not taken steps to rectify this behaviour on lack of transparency in 2002. The response emailto the Raporteurs question made on November 18, 2003 and on February 5, 2004, by M. Fuhrmann and Mr D. Crayencour of Feb 6, 2004 states that there had been no advancement on information pertaining to the publication of the remunerations details to senior management and the Board of Directors.  The publishing of the staff salary table is still insufficient.

· The question on any Board of Director members or senior management having representation at other boards or organisations as requested for the last time on February 5, 2004 was never answered by EIB.

· On the Audit Committee EIB comment,  the Board of Directors has not fully complied with some basic recommendations made in 2002, pertaining to risk management, transparency and reporting, plus IT functions. The Raporteur has not been given access to information pertaining to work scheduled for or undertaken, in 2003 that could have improved these measures. The last update was requested for the last time on February 9, 2004. Minutes of the meetings held in 2003 were denied by EIB, ref email by Fuhrmann and D. Crayencour also on Feb 9. The Internal Audit report was also requested on the same occasions, and denied on February 6, 9 and 10, 2004.

· In terms of shareholdings: EIB should state if there are “related” transactions whereby, for example, it holds shares in a venture and makes loans to it, or if Directors or management have any such investments, directly or indirectly held. Also, it should say if EIB holds securities or bonds of its own EIB issues.

Justification in asking this exemplary behaviour from EIB is found in that since 2001-02, when the outbreak of the Enron case took place, new corporate governance good practice rules have been developing in Europe, USA and elsewhere, providing guidance on a broad range of issues, including transparency, reporting indications, declarations on corporate governance compliance, remunerations, etc. EIB has not modernised its situation to fit new criteria.

In Europe, a reasonable preliminary benmchmarking could be done against recommendations on the Winter Report. In the USA, where EIB will be subject to execute adaptations in governance reporting, it would have to observe Sarbanes –Oxley Act, even it it has obtained a temporary waiver –according to EIB management- in order to give time adapt itself. Additionally, the EU Commmission has on January 23 , 2004 initiated consultation on governance issues concerning management issues, based on the paper prepared in 2003. 

The Raporteur believes the EIB should really be exquisite and exemplary on this matter and adapt as quickly as is expected from any publicly quoted company or more and, in general, from financial institutions dealing with the investor and the public. 

POINT 13 OF THE DRAFT REPORT:  

EIB translation:

13. EIB MUST IMPLEMENT A BETTER ALLOCATION OF LOANS COMBINED WITH STRUCTURAL FUNDS TO SUPPORT COHESION OF THE EU

Translation should read:

13.
Recommends that the EIB improve the way its loans are allocated in coordination with the EU Structural Funds and Cohesion Fund;

COMMENT EIB:

· See above – point 6,7 and point 14 below

· Very close co-operation with DG REGIO through e.g. regional “programme lending”, whereby the Bank precommits a certain volume of its lending resources alongside EU grant aids in support of predefined axes, measures or sectors in the regions concerned (Community support framework loans).

COMMENT RAPORTEUR:

This comment is repeatedly made in reports by Operations Evaluation Unit.

Also, in order to prevent any bias, EIB should not only indicate that it collaborates with the EU Commission, but also specify in the Annual Report the concrete contractual arrangements with the EU and thet the EU is claiming better coordination.

No clarification has been provided on requests on the arrangements under which EIB manages UE funds.

POINT 14 OF THE DRAFT REPORT: 

EIB Translation:

14. EIB MUST IMPROVE CO-OPERATION WITH THE EUROPEAN COMMISSION AS TO FINANCIAL PLANNING, STRUCTURAL FUNDS, COHESION AND LENDING POLICY, IN ORDER TO HAVE A MORE EFFICIENT USE OF PUBLIC RESOURCES

Translation should read:

14.
Recommends that the EIB improve its coordination with the Commission as regards the EU's financial plans, Structural Funds, Cohesion Fund and lending operations, in the interests of efficient use of public resources;

COMMENT EIB:
The Bank is in constant contact with the Commission and a Joint Working Party has been reviewing all areas of cooperation since early 2003. Here is a non-exhaustive list of specific agreements and cooperation initiatives:

· cooperation with the Commission in areas eligible for i2i financing :

· coordination (and, where possible, co-financing) of key initiatives backed by the 6th EU R&D Framework Programme launched in November 2002 ;

· implementation of agreements with DG-INFSO on a European approach to financing technology networks and schemes involving ICT content and applications ;  

· creation of synergies with DG-Culture for the support and financing of European audiovisual projects ; 

· conclusion of cooperation agreements with the Commission aimed at optimising synergies between the two institutions in the fields of regional development and integration of the Accession Countries, especially with a view to maximising the effectiveness of the European Structural Funds ;

· cooperation agreements between the Bank and the Commission :

· Accord de coopération au titre de l’action structurelle communautaire pendant la période 2000-2006 - 19 January 2000 ; Contrat cadre en exécution de l’accord de coopération au titre de l’action structurelle communautaire pendant la période 2000-2006 – 7 June 2000 (REGIO) ;

· Mémorandum conjoint établissant un cadre de coopération entre le programme-cadre communautaire de recherche et de développement technologique et l' "Initiative Innovation 2000" entre la Communauté européenne représentée par la Commission européenne et la Banque européenne d'investissement – 7 June 2001 (RTD) ;

· Partnership Agreement for staff exchanges and secondments between EIB and European Commission – under finalisation (ADMIN) ;

· cooperation agreements between the Bank and the Commission in the field of working procedures :

· Working procedures between the EIB and the Commission services (DG INFSO and DG ECFIN) for consulting the Commission on projects in the field of electronic communications networks and services under Article 21 of the EIB Statute – 20 February 2003 (INFSO and ECFIN) ;

· Working procedures between the EIB and the Commission services (DG ENV and DG ECFIN) in the consultation of the Commission under Article 21 of the EIB Statute – May 2002 (ENV and ECFIN).

COMMENT RAPORTEUR:

Same comment as point 13 above. 

The results of the Joint Working party tasks should be brought to the European Parliament in the next annual review. And hard data results should be made public concerning the specific cooperation agreements.

POINT 15 OF THE DRAFT REPORT:

EIB translation:

15. EIB MUST DEVELOP measures WHICH ensure A BETTER governance AND SUPERVISION OF THE EIB GROUP ALSO thanks to THE ARRIVAL OF THE REPRESENTATIVES OF THE NEW MEMBER STATES IN THE GOVERNING BODIES

Translation should read:

15.
Recommends that the EIB examine what improvements can be made to ensure the effective management and  supervision of the Group, bearing in mind the size of its bodies  once the representatives from the new Member States join;

COMMENT BEI:
· The Accession Treaties have already given the opportunity to ensure necessary changes in governance of the EIB Group (Board, voting rules, CD, Capital, experts etc.) as already outlined in the “EIB Activity Report 2002”, p. 45.

· Strengthening the role and members of the Audit Committee is already envisaged. Other Multi-lateral Development banks are in a similar situation.

· As far as ECB supervision is concerned (which the EIB considers as a possible development), it has already been proposed three times (ref. discussion of the Olle Schmidt report) but creates institutional difficulties for ECB.
COMMENT RAPORTEUR:

In regard to the EIB allegation of the Draft: A comment on the role of members of the Audit Committee: “envisaging” is a good start but concrete aspects of reinforcement must be put forward and not just general considerations.

On the ECB supervision, as concluded by the Raporteur and by EIB in its comments , it continues to be an unresolved issue. This confirmation to the foundation of the need for supervision is much to be thanked.

POINT 16 OF THE DRAFT REPORT: 
EIB translation:

16. EIB MUST BE paying special attention to its increase in lendinG and to its RISK CAPITAL OPERATIONS AND must avoid SPECULATIVE OPERATIONS (for instance, SWAPS)

Translation should read:

16.
Recommends that the EIB carefully monitor its growth and risk positions, avoiding exposure to risk from speculative operations (e.g. Swaps);
COMMENT EIB:

· Swaps  are to cover risk situations and not to take speculative positions that EIB is not to take. The Bank has over recent years continuously enhanced its internal control culture and systems.
· In line with Basle recommendations, organizational changes have been made to segregate lending and funding operations from credit risk management and financial control activities.
· Basic document “Summary of Risk Management Analysis” (Board Report April 2002) was transmitted to MEP Ridruejo on 4th June 2003.
· Report on “Risk Management Systems in the EIB “(which was prepared for the Board of Governors’ meeting June 2003) was circulated to MEP Ridruejo at the same time as to the Board. 
COMMENT RAPORTEUR:

The Raporteur is seeking assurance that all swaps and other hedging transactions have been done in oder to mitigate risks, and have turned out that way.

The readings of the reports above have been the foundation to reach many conclusions expressed in the Draft Report. However, these documents are generally descriptive and do not provide data or statistics that prove compliance.

POINT 17 OF THE DRAFT REPORT: 

EIB Translation: 

17. MUST BE SUBJECT TO THE SUPERVISION OF A BODY COMPETENT TO CONTROL EIB BALANCE SHEET structure AND RISK POSITIONS

Translation should read:

17.
Recommends that the EIB submit itself to the supervision of a body competent to closely monitor its balance sheet structure  and risk structure;

COMMENT EIB: 

· Not foreseen in the Treaty – therefore, not under the control of EIB. See above point 14.

COMMENT RAPORTEUR:

The E. Parliament annual review is not limited to what the Treaty (1958) permits, and it is clear that changes are needed to adapt to times. It might not be foreseen in the Treaty but the supervision by a body such as the European Central Bank is a request that has been put forward several times by the European Parliament and the consideration should be taken by the Board of Governors and the EU Commission, since there is NO independent supervision of the financial performance of EIB, except by its Board of Governors. Issues mentioned by EIB in point 14 of its comments to the Draft Report are not related to supervision by an independent body over its financial operations overall but rather refers to specific areas of lending cooperation of EIB and the UE Commission, related to EU policy.

Please refer to report to Board of Governors on “EIB Risk Management systems”, in general, and page 5, paragraph 2 in particular: it indicates that EIB has adopted the EU´s guiding principles as a reference and admits it is not currently subject to supervision of a banking regulator. Interesting to note are conclusions in pages 10 (on the nasty credit environment in 2002, but not specifying real measures taken by EIB) and several points on page 11, including the considerable growth in Watch List totals, which grew from 2001 more  than threefold.

POINT 18 OF THE DRAFT REPORT:

EIB Translation:

18 MUST ADOPT THE EUROPEAN COMMISSION’S SME DEFINITION

Translation should read:

18.
Recommends that the EIB adopt the Commission's definition of SME;

COMMENT EIB:
· The Commission’s SME definition was adopted by the EIB Board last Oct 2003 (alongside with the new loan facility strategy for mid-capital companies).

· EMAC has been continuously informed on the state of discussion (follow up of Van Den Burg report).

COMMENT RAPORTEUR:

The report by Ms Van den Burg made this request as did others in the past, with no real outcome to this respect.

Operations Evaluation Unit reports, as well as reports on Global Loans to the Board of Directors in prior years, mentioned the need to unify definitions and for an adequate analysis to be executed on effects this would cause. The EU Commission also changed its definition in 2003, and informed and recommended once again that EIB adopt such definition. According to EIB documents, specifically the report to the Board of Directors of October 23, 2003, on financing mid-cap companies, the issue was that if adopted, then a new financial instrument was needed for these larger companies, similar to global loans, called “grouped loans”. EU Commission papers up to July 2003 maintain this recommendation. EIB Board of Directors discussed the issue on 23 October, 2003. This information was not provided to the Raporteur. Nor, apparently, have all intermediary financial institutions been informed and changes implemented. No information is provided on the website, not on grouped loan activity to be implemented, or on specific financial conditions to be passed on to final beneficiaries by financial intermediaries. Page 9 of this report states on eligibility  “..they would be independent enterprises, the precise rules in this matter being framed at a later date…” leaving the issue open as yet.

POINT 19 OF THE DRAFT REPORT:

EIB Translation: 

19. MUST PRESENT EIB CORPORATE OPERATIONAL PLAN (COP) TO THE EP FOR REVISION BEFORE ANNUAL REPORT

Translation should read:

 19.
Recommends that the EIB submit its Corporate Operational Plan to Parliament for amendment prior to its annual report;

COMMENT EIB:
· COP is published on web site.

· And a proper dialogue between EIB and EP (like in previous years) gives perfect opportunity to discuss the COP.

COMMENT RAPORTEUR:

Even if the COP is on the website the issue raised is that is should be approved by the EP prior to the revision of the Annual Report, otherwise is goes practically without discussion when it is a fundamental part of EU policy execution. Also please relate to point 6 of the Draft Report, where European Parliament approval would avoid future problems and interpretations, and provide input into the orientations of EIB activity, as is expected from the E.Parliament review. Dialogue in June of 2003 did not leave room for any ammendments to the COP since the plan was given to the E. Parliament as a “given factor”, not subject to change in the year.

POINT 20 OF THE DRAFT REPORT:

EIB Translation: 

20. MUST avoid competition with other credit institutions

Translation should read:

20.
Recommends that the EIB avoid competing with financial institutions in the banking system;
COMMENT EIB:

· EIB’s policy is not to compete with commercial banks but to complement their action

· EVIDENCE :

· Board guidelines (last confirmed by the Board in September 2000) requires EIB financing up to 50% cost of the projects (
). 

· EIB finance is often channelled via banking system -- global or intermediated loans. 

· Even in case of direct loans, partnership with banking system is ensured to the right balance – direct loans are often guaranteed by banks.
COMMENT RAPORTEUR:

According to Operations Evaluation Unit reports posted on the web site, the EIB abovementioned conditions are only partially complied with, across all lending activities. In truth, competition probably exists in the funding advantage/interest differentials of large banks, as seen it the Global Loan report; the 50% ratio is not always kept, as seen in many ex-post activity reports, etc.

POINT 21 OF THE DRAFT REPORT: 

EIB translation:

21. MUST REVEAL THE LIMITS OF ECA CONTROL ON BANK’S ACTIVITY, INCLUDING GUARANTEES, AS PER THE TRIPARTITE AGREEMENT

Translation should read:

21. Recommends that the EIB, together with the Court of Auditors and the Commission, clearly make explicit  the limits placed by the Tripartite Agreement on the control exercised by the Court of Auditors over various EIB activities, including guarantees;

COMMENT EIB:
· The Tripartite Agreement has recently been updated and published on the web site.

· There are no limits in the Tripartite Agreement of ECA control as to Community’s budget money.

· With regard to guarantees, ECA exercises its control on EIB loans even on own resources when Community budgetary guarantee is called upon.
· Commission, ECA and EIB are actually satisfied of the mechanisms of the Tripartite Agreement.
COMMENT RAPORTEUR:

Limits in the Tripartite Agreement remain as yet somewhat confusing, even if recently updated, and should be clarified.

Instar a que el BEI

POINT 22 OF THE DRAFT REPORT: 

EIB translation: 
22. must carry out its lending activity in accordance with the strategy adopted by its board of governors

Translation should read:

22.
Urges the EIB to perform its lending activities in line with the strategy set out by its Board of Governors;

COMMENT EIB:

· This point is not clear.

· EIB always conforms to the directives of its Statutory organ

COMMENT RAPORTEUR:

Annually, the Board of Directors should make an explicit statement that it has complied with the strategy set out by the Board of Governors, and the Objectives of the Statutes and with  the Corporate Opeational Plan in place.

There are many examples for the need to make this statement. However, for sake of summary, the reports by Operations Evaluation Unit for EIB Financing Urban Development Projects in the EU (pages 3, 4, 23, 26, 29); Or Solid Waste Treatment financing; or Risk Capital operations (which contained some very strong recommendations in it from Operations Evaluation Unit and the Europan Parliament); or the Evaluation of Transport Projects In Central and Eastern Europe are good reading for illustration of the point.

10. Reoriente la asignación prioritaria de fondos hacia los países y regiones con menor riqueza y PIB, conforme al art. 267 Tratado 

EIB translation: 
23. MUST direct allocation of its resources towards countries and regions having less wealth and smaller Gross Domestic Product

Translation should read:

23.
Urges the EIB to gear its funding priorities more towards countries and regions which are less wealthy and have a lower GDP, in accordance with Article 267 of the Treaty;

COMMENT EIB:
· Yes for regions but no for countries as per Treaty and BOARD OF GOVERNORS orientations. EU policy is not related to country GDP, even if some would advocate such approach.

· Art. 267 Nice Treaty recalls several criteria of EIB intervention (regional cohesion, less developed areas, project of common interest to more Member States), but not GDP.
· EIB ‘s role is outlined through the five Corporate Operational Plan (COP) priorities.

· COP reports not only on conformity with the Bank’s global mission but also with more precise priorities defined by the Board of Governors.

COMMENT RAPORTEUR:

If simple analysis is done on the table distributed by EIB at the European Parliament and attachment to the P. Maystadt letter of february 24, 2004 is done, a fact jumps to sight: 75% of lending goes to large countries. How much has been lended to new entrants?

POINT 24 OF THE DRAFT REPORT:  

EIB translation: 
24. MUST PUBLISH QUARTERLY A DETAILED EVALUATION OF ITS FINANCIAL ACTIVITIES, INCLUDING DIRECT AND INDIRECT LENDING ACTIVITY AND DERIVATIVES OPERATIONS 

Translation should read:

24.
Urges the EIB to publish a quarterly detailed assessment of its financial activities, dealing separately with its direct activities, those undertaken by third parties (loans, risk capital, funds, etc.) and its derivative transactions;

COMMENT EIB:
· We take good note of this suggestion but

· we must assess the cost-benefits ratio of such suggestion before adopting a decision on it – this is a requirement typical of listed companies

· What would be the benefit ? and to whom ?  

COMMENT RAPORTEUR:

The Raporteur is happy that EIB is taking note of this recommendation in order to upscale its reporting to those parameters expected from any financial institution today. With current iformation technologies and software no less should be expected. EIB is the largest supranational financial entity in the world. It makes large loans either individually or through global agreements and it has over 1000 employees. Modern analytical iformation technology  (software) tools allow all sorts of analysis and treatment of information. ALL banks, -including those much smaller than EIB- report this type of information and EIB should be providing it already in any case in those markets where it is issuing securities. Is EIB suggesting that it feels incapable of reaching the basic standards with which smaller intitutions comply ?

The mere question posed by EIB is alarming. The benefit is transparency, honorability, prestige of EIB and the supression of doubts as to the Bank´s transparency. For whom : for the european citizenship who, through its tax payments has financed the EIB, and for analysts that have to analyse the risk quality of the bank and are key in its funding activities.

POINT 25 OF THE DRAFT REPORT:  

EIB translation: 
25. MUST PUBLISH yearly statistics of its DIRECT AND INDIRECT LENDING ACTIVITY (including global loans and EIF), per loan and per country, and a report whereby it is demonstrated that EIB has conducted its activity in conformity with its statutory mission

Translation should read:

25.
Urges the EIB to publish annual statistics on its direct and indirect activities (including global loans and the EIF) by lines of lendig products  and by country, together with a performance report demonstrating that its activities have been really  executed in accordance to  its statutory tasks;

COMMENT EIB:
· Statistics of EIB’s lending are indeed published yearly (see brochure ”project financed and statistics” – sent to Mrs Ridruejo).

· EIB does not publish lists of loans extended to SMEs under global loans – because of cost-benefit assessment (in 2002: 30.000 SMEs.
· Annual global loan report for 2003 is under preparation and will be circulated to the EP as done before (MEP Randzio Plath) ; the previous annual global loan report was circulated to Ms Ridruejo on 25 June 2003. 

· Together with the annual report, the COP constitutes the document where EIB demonstrates compliance with its mission and priority objectives as defined by the Board of Governors.  

COMMENT RAPORTEUR:

The statistics published by EIB are very global data but do not pertain to the results or outcome of investments or lending. The Raporteur is not requesting disclosure of specific data on specific names, but it is ridiculous that EIB should not make available analytical data pertaining to Global loans and venture capital, for example, as well as other lending activity results. 30,000 SME clients is minor compared to any other bank´s lending volume. Concern exists since Operations Evaluation Unit reports express the fact that EIB cannot know the results when using the “Portfolio approach” in global lending, and in fact, on p. 12 of the “Review of the Current Portfolio Approach for SME Global Loans” of March 2003, it states that: “..The selection of financial institutions and the design of individual Global loans should be explicitly based on policy implementation and value added. Rigorous appraisal, effective monitoring, and full documentation at all stages should demonstrate that the Bank´s funds are being used to support SMEs. The financial intermediary should supply the Bank, ex-ante and ex-post, with outline details of its SME term lending portfolio, boken down by sector, size and location of the operation. During  appraisal there should be a full analysis of the structure of the financial institution´s SME operations and portfolio. This should be used to determine the loan amount….”. On page 11: “…the Portfolio approach does not provide necessary traceability..” In such document there is also a mention of the lack of reviews on activities of financial institutions when these ask for a new global loan so that EIB may be providing a new global loan without  knowing how the performance  of a prevous global loans or financial institution went.

On EIB remarks: The Annual Report is a summary of operations and the COP is a proposed plan of development of activities in the following 3 years (intended objectives), so what is being required now is the fundamented ex-post analysis of operations  of the year or of products, as detailed above.

POINT 26 OF THE DRAFT REPORT:

EIB transaltion:

26. MUST ADOPT good corporate governance rules internationally accepted, and at least MUST

(a) SET UP A COMMITTEE FOR STAFF APPOINTMENTS AND SALARIES, (b)specify the mission of its Committees (c)INFORM ON COMPLIANCE WITH CODES OF GOOD CORPORATE GOVERNANCE CURRENTLY IN FORCE (d) PUBLISH RULES GOVERNING APPOINTMENTS OF CA MEMBERS AND ITS COMMISSIONS, THEREIN INCLUDING THE AUDITOR AND THE OPERATIONAL EVALUATION UNIT (e)PUBLISH CVs OF ITS DIRECTORS AND SENIOR MANAGERS (f)publish the minutes of the meeting of the board of governors and ca, therein included the agreements for the concession of loans (g)APPOINT INDEPENDENT ADMINISTRATORS ON BOARD OF DIRECTORS AND ITS COMMISSIONS (h)INFORM ON RELEVANT DIRECT AND INDIRECT PARTICIPATION IN OUR PORTFOLIO (i)UPDATE THE WEB SITE REGULARLY
 Translation should read:

26.
Urges the EIB to adopt internationally accepted rules on good corporate governance (for example, Winter and Sarbanes-Oxley) and as a minimum to: (a) establish a Nominations  and Remunerations committee to provide an opinion  on these matters; (b) define the tasks of its committees; (c) report on compliance with the codes of good governance in force; (d) publicly disclose the methods for appointing members of the Board of Directors and its committees, including the Audit Committee and the operations evaluation department; (e) publish the curricula vitae of its senior management and heads of  staff; (f) publish the minutes of the meetings of the Board of Governors and Board of Directors and the pacts  and procedures in decisionmaking , including decisions on the granting of loans; (g) include independent directors on its Board of Directors and committees; (h) report on significant direct and indirect participations and  holding of EIB Goup´s own (“Tresury securities”)  financial securities ; (i) keep its website permanently updated; 

COMMENT EIB:

(a)
SET UP A COMMITTEE FOR STAFF APPOINTMENTS AND SALARIES : EIB is not a listed company and has statutory rules: staff members are appointed by the President in accordance with the rules set forth in the Statute. Salaries are fixed in budget now approved by the Board of Directors. …/…


(b)
specify the mission of its Committees : This point is not clear. EIB Statute does not        

                provide for Committees.
(c)
INFORM ON COMPLIANCE WITH CODES OF GOOD CORPORATE GOVERNANCE CURRENTLY IN FORCE : the Bank is well aware of the following : about 40 corporate governance codes relevant to the European Union have been adopted over the last decade, at national or international level. Differences create uncertainty and costs for both issuers and investors. For these reasons and on the basis of two full comparative studies, the Commission has concluded not to devote time and effort to adopt a single code, but a series of measures the implementation of which the Bank is following with great interest – for easy reference, pls. refer to Commission’s action plan – doc. COM (2003) 284 final dated 21 May 2003), pp. 10 et seq. Therefore, Mrs Ridruejo may wish to clarify the compliance with which code she expect EIB to inform the EP (see also points 8 and 12).
(d)
PUBLISH RULES GOVERNING APPOINTMENTS OF CA MEMBERS AND ITS COMMISSIONS, THEREIN INCLUDING THE AUDITOR AND THE OPERATIONAL EVALUATION UNIT :

· These rules are public, as the Bank’s Statute (which constitutes a Protocol annexed to the Treaty on European Union) provides for all appointments at the Bank.

· Article 11 Statute, par. 2 : members of the Board of Directors (and their alternates) as well as members of the Audit Committee are appointed by the Board of Governors, on proposal by Member States.
· Article 13 Statute : members of the Management Committee (a President and seven Vice-Presidents) are appointed for a period of six years by the Board of Governors on a proposal from the Board of Directors.
· Heads of Evaluation and Internal Audit are  appointed as any other EIB manager, i.e. appointed by the President in agreement with the Management Committee.
· The external auditor (currently Ernst & Young) was appointed by the Audit Committee in 1996 following a tendering procedure. The contract has been renewed for a three-year period commencing in 2002.
· There exist no commissions.
(e)
PUBLISH CVs OF ITS DIRECTORS AND SENIOR MANAGERS : we take good note of it and will suggest it.
(f)
publish the minutes of the meeting of the board of governors and ca, therein included the agreements for the concession of loans : it must be stressed that EIB is on the one hand a public body of the Community, and on the other is acting as a bank. Therefore, there are constraints of the industry and market practices which require that minutes of decisions on loans are of a confidential nature. Moreover, such decisions often involve confidential companies data. Loan signatures are published through individual press release as well as in detail in the annual report. On the other hand, minutes of the Board of Governors may be considered for publication. We take good note of this point and will suggest it to the governors. 

(g)
APPOINT INDEPENDENT ADMINISTRATORS ON BOARD OF DIRECTORS AND ITS COMMISSIONS : EIB will appoint independent administrators as per Accession Treaty Change. We wish to point out that EIB Statute does not provide for any Commission to be formed within the Board of Directors

 (h)
INFORM ON RELEVANT DIRECT AND INDIRECT PARTICIPATION IN OUR PORTFOLIO: point relates to potential conflict of interest of Board of Directors  or Management Committee members regarding their own shares. This is already contained in the code of conduct of the members of these organs. Publication could be considered

  (i)   UPDATE THE WEB SITE REGULARLY: we take good note and will do so. 
COMMENT RAPORTEUR:

In regard to Sarbanes –Oxley, mention was made by the EIB Audit Committee in the Annual Report for 2002, to the Board of Governors, section 2.1. that “ It seeks to protect investors by imporving the quality of corporate governance and disclosures made pursuant to US securities law. …obligations on EIB by virtue of EIB funding activities in the US markets… the Committee will consider any relevant best practice…applicable to the Bank”

(a) 
establish a Nominations  and Remunerations committee to provide an opinion  on these matters;
The EIB does not have a Committee responsible of nominations and remmunerations. It is the President who determines nominations and the remuneration policy. The Raporteur believes that EIB should at least have such Committee to provide an opinion to the President and the Board; also, since EIB is even more “public” than publicly quoted companies (private capital),  the quality of information provided and the procedures  must be exemplary. Currently, EIB does not inform on variable portions of remunerations, nor other compensations and social benefits, etc. 

The Winter Report recommends that: 

"…il existe trois domaines dans lesquels il est nécessaire que des administrateurs extérieurs ou des membres des conseil de surveillance puissent excerser un contrôle impartial:

- la nomination des administrateurs,

- leur rémunération,

- l´audit du compte-rendu des performances de la société.

En pratique, cela pourrait se faire par la création des comités "de nomination", "de rémunération" et "d´audit" composés d´administrateurs extérieurs ou de membres de conseils de surveillance majoritairement  indépendants" (IW, chapter III, ep. 4.1.a).

(b) define the tasks of its committees : 

EIB does have a Management Committee and an Audit Committee.  Their missions and responsibilities should be put more clearly, up to date, as is being done by all large corporations. Also, as a minimum, a Remeneration Committee should be set up, with a clear mission.
(c) report on compliance with the codes of good governance in force;


EIB has not said which are the Corporate Governance Rules it adopts and will abide (It is not the Raporteur who has to set them but in modern good practices the company is to choose the set of rules it believes should follow, and publish them to allow benchmarking even on issues such as how good that selection made is !), and has not published them on the web page. The EIB therefore had ample room to chose frkom but decided to drop the issue altogether, even when the Commission is expeessing concern on a European level on the matter. Codes of Good conduct published are only a minor part of Good Governance Rules. The EIB Annual Report has no note on its Corporate Governance Rules, nor by auditors, specifying if tehy are abided or not.

(d)   publicly disclose the methods for appointing members of the Board of Directors and its committees, including the Audit Committee and the operations evaluation department; 

Even if the EIB is following rules established in its Statute, from 1958!, this should be amended to modernise it, to at least include a Remunerations & Nominations Committee to ptrovide its opinion to the Board of Governors in relation to nominations to the Board of Directors and Management Committees (the management arms or bodies of the EIB), as well as Audit Committee; and to the Board of Directors for nominations of executive heads of division,  Evaluation Unit and Internal Audit, among others.
EIB insists in its response that there are no commissions, but it is a fact that currently there are: Management Committee and Audit Committee.

Also, annual statements (declarations) of independence by Board and Management and Audit Committee members should be made. This implies indicating that the backgrounds of persons selected are appropriate –no curriculums are available for some persons- , and that there are no relations between the members and the EIB group as relates to personal investments operating directly or indirectly with EIB, or remuneration perceived based on the results of the EIB group. EIB should make an annual public confirmation as to  if these conditions are complied with.

(e)  
publish the curricula vitae of its senior management and heads of  staff     The Raporteur welcomes that EIB taking good note of this recommendation. Curricula missing includes those of Board members, and substitutes. 

(f) publish the minutes of the meetings of the Board of Governors and Board of Directors and the pacts  and procedures in decisionmaking , including decisions on the granting of loans;
 Just because EIB is public, in line with requisites demanded from private companies and all financial institutions (ie banks and savings banks) EIB should publish the Minutes of the meetings, in line with market practices. No specificities on individual loan approvals are required here, nor publications of individual loan signatures or names. Required information needs to include activities, sector and regional data, results of these operations and outcomes, and reasons for denial of operations. Banks have to send information monthly to the regulatory/supervisory national agencies or central banks, or stock exchange authorities. Also to be reported is the fact of whether any of the decisions are linked to special pacts for such activity.
(g) include independent directors on its Board of Directors and committees; The remark by EIB that independent administrators will be appointed is welcome, and a statement confirming that directors are independent  in each case should be included in next year´s European Parliament report.

(h) report on significant direct and indirect participations and  holding of EIB Goup´s own (“Tresury securities”)  financial securities ;   This does not only refer to holdings by Board of Directors members. The Raporteur is happy EIB will consider this shortly. And stresses that the Codes of Conduct are an a priori statement, and what is required is an annual  post statement by each member.

However, it ALSO means EIB should specifically indicate if it holds securities (bonds, shares, guarantees or other products) in its own portfolio –and why- issued by EIB itself, or by EIF, or any of the funds and companies it participates in, for obvious reasons.

(i)  keep its website permanently updated;  The Raporteur welcomes EIBs disposition to update the site permanently. Inclusion of analyts´ reports and information on independent rating agencies should not be missed.
POINT 27 OF THE DRAFT REPORT: 
EIB transaltion:

27. MUST PUBLISH SALARIES AND ALL SORTS OF EMOLUMENTS OF :

Translation should read:

27.
Urges the EIB publicly to disclose: (a) the salaries, allowances and other remunerations  and benefits paid individually to  Members of the Board of Directors   and to senior managers, together with the remuneration  (because it includes fixed salary and variable compensations) scales for employees; (b) all the positions and professional occupations  held by members of the Board of Directors and the Management Committee and directors general, with details of their remuneration, and  an annual statement of income, assets and conflicts of interest;

COMMENT EIB:
 (a)
STAFF : it is  available on web site for C to K level staff. It should soon be done for senior staff as well ; 

(b)
MEMBERS OF MANAGEMENT COMMITTEE : by decision of the Board of Governors, they are on same salary scale as the Commission’s President and the Vice-Presidents. The EP has already been communicated this information on the occasion of the petition no. P-0486/00 dated 15 February 2000 by MEP Raffaele Costa (answer by Mr Solbes Mira on behalf of the Commission dated 13 March 2000) and petition no. E-2677/01 dated 20 September 2001 by MEP Raffaele Costa (answer by Mr Solbes Mira on behalf of the Commission dated 20 November 2001). Copies of these petitions were sent to MEP Ridruejo on 26 May 2003 

(c) MEMBERS OF Board of DIRECTORS and Audit Committee : they do not receive any salaries from the Bank, as they are not on EIB payroll, but only an indemnity for each meeting in which they participate – as published on the Official Journal in answers to the petitions by EP mentioned above under letter (b). It is worth recalling that the members of the Board of Governors do not receive neither a salary nor any indemnity from EIB, as the annual meeting of the Board of Governors is always organised on the same day as the June ECOFIN meeting in Luxembourg
COMMENT RAPORTEUR:

· The Raporteur celebrates the good intentions. Variable remunerations, other emoluments, any statutory benefits and social benefits should be added. The Winter Report recommends :

" Les rémunérations individuelles des administrateurs devraient être divulguées en détail chaque année afin de clarifier le lien existant avec les résultats de la société et de prévenir les abus potentiels (...Elles) doivent être divulguées en détail dans les états financiers de la sociéte. Ceux-ci incluenttous les avantages financiers et non financiers tirés de la société, y compris les primes de départ, droits à pension et autres gratifications.( ...) car elle leur permet d´apprécier le rapport entre les résultats de la société et le niveau de rémunération des administrateurs (...) Cette obligation de divulguer la rémunération individuelle des administrateurs devraient s´étendre aux administrateurs extérieurs et membres du conseil de gouvernance." (IW, chapter  III, ep. 4.2)
· A copy of the abovementioned documents should be provided and the outcome of the prior requests specified, including and explanation of why the information was never posted on the website.

· Since the response of EIB in point (c) seems simple and straight-forward, why was this not  clearly communicated when the questions were posed verbally and by emails by the Raporteur in 2003 ? Does it comprise all of the emoluments ? This information should be immediately made public on the website, and also to include if other compensations exist. This is especially the case after questions were posed in 2000 and 2001 by MEP Rafaelle Costa, indicating the concern of EU citizens

· No comment is being made by EIB on the request for a statement of income, assets, and conflicts of intereset, plus all professional occupations.

· To be noted is the fact that EIB is not disclosing in its note, or in any public document the bonus system in practice at EIF « ...to benefit all qualifying members of staff, including those seconded by EIB, and management... »(Memo of June 24, 2003 « New EIF Bonus System.... »), or EIB.

POINT 28 OF THE DRAFT REPORT:

EIB Translation:

28. must comply with all recommendations of 2002 audit committee report, as well as with all sectorial report by eib evaluation unit 1996-2002

Translation should read:

28.
Urges the EIB to comply with all the recommendations contained in the 2002 report of the Audit Committee and the recommendations made by the operations evaluation department in its sectoral reports 1996-2002;

COMMENT EIB:
· As outlined in the annual report of the Bank’s Audit committee (report was transmitted to MEP Ridruejo, as well as to MEP Randzio Plath and MEP Theato on 3 June 2003) on the financial year 2002 out of 42 recommendations only 3 were not accepted. The reasons (Annex 2) were explained in detail to MEP Ridruejo (fax transmission on 3 June 2003).
COMMENT RAPORTEUR:

· The E.Parliament did not have access to the full Audit Committee report, but only on some of the recommendations (3 mentioned), and to the response by the Management Committee. The Raportuer believes that the 3 recommendations are important enough to ask for compliance, and to request the working plan of 2003, and see if the rest of items are bieng covered, as stated they (AC) would in this report. “Accepted” does not mean “complied with”. 

· The numerous recommendations of the Operations Evaluation Unit in its many ex-post reports are still mostly pending to be fully, or at all, addressed.

POINT 29 OF THE DRAFT REPORT: 

EIB translation:
29. MUST ENSURE THAT THE ADVANTAGEOUS INTEREST RATES OF THE GLOBAL LOANS ARE TRANSFERRED TO FINAL BENEFICIARIES WITHOUT FINANCIAL INTERMEDIARY ADDING ON ADDITIONAL MARGINS, BUT ONLY ONE REASONABLE AND TRANSPARENT APPRAISAL COMMISSION

Translation should read:

29.
Urges the EIB to ensure that the advantageous interest rates for global loans are passed on to the final beneficiaries without financial institutions levying extra marins on interest from EIB  and that only a single, reasonable and transparent commission for administration and research is  charged;

COMMENT EIB:

· In most cases, intermediary banks add on a reasonable 
· it must be borne in mind that intermediary banks take the actual risk on each final beneficiary and thus must be left some margin to evaluate and price such risk ;

· should EIB take literally Mrs Ridruejo suggestion, EIB SMEs financing would risk being penalized globally by lesser available credit ;

· EIB value added is not only in terms of interest rate, but mainly in terms of loan duration, etc. (see also point 9) ;

· for a comprehensive assessment of this point (and many others on EIB SMEs financing), MEPs may wish to refer to the “Communication from the Commission to the Council and the European Parliament – Access to finance of small and medium-sized enterprises” (COM (2003) 713 final dated 1st December 2003), and more particularly with regard to EIB, to par. 4.7 on p. 14 of the EN version.

COMMENT RAPORTEUR:
EIB Global Loans are addressed in two relevant documents: Annual report to Board of Directors of 24 June 2003, and Operations Evaluation Unit Report, on EIB Global lending. The latter makes a reference in page 6 to the lack of data on the passing-on to final beneficiaries of the funding advantage: “there is only one explicit reference in the archived documents to the passing-on of part of the EIB  funding advantage…” meaning this tends not to be documented, nor therefore analysed. And “The variation in margins which financial intermediaries accept is…higher than the funding advantage”, ie, loan costs for SMEs are larger than the finding advantage.

It is interesting to note that although Global lending were set up to finanance SMEs without EIB taking the real risk of doing so, only less than 50% -and declining- of final beneficiaries of Global lending are in fact SMEs (Annual report on Global lending, 2002) overall, and in some countries not even any SMEs were beneficiaries (Denmark, Sweden).

The Operations Evaluation Unit report in 2002, on Global loans, page 11, mentions that “ The EIB funding advantage is small relative to the total margin charged by FIs and may not be significant in SMEs investement decisions.” This seems to indicate that due to margins charged by financial intermediaries, SMEs –which only account for less than 50% of global lending- are not given, in fact, the choice. Also mentioned is that Fis price loans generally, and on return on equity generated by the client, so this seems to indicate the margin is kept by financial intermediaries.

As to the response of EIB to the proposed point of the Draft report, what is considered reasonable margin? What information does EIB have to this respect? What folloup or monitoring does EIB really undertake with financial intermediaries? The Raporteur requests clear data from EIB before entering into subjective valuations (“reasonable”).

Other examples on lack of passing-on to the final beneficiary exist in direct lending, as can be seen in the “Solid Waste financing” report, page 18: “..the advantages offered by EIB financing over alternative sources of funding was limited, with increasing competition  from other sources of financing…” “.Where the bank became involved through an intermediary bank, the benefits of the loan were at least partially captured by the intermediary..”

The ex-post evaluation of “Risk capital operations carried out by EIB in four ACP countries 1989-1999” is also highly illustrative of areas that need much improvement, not only in reporting and follow-up; and this is especially relevant given the new Cotonou Agreement put in force in 2003. It would be desirable that some of the past issues do not repeat themselves.

POINT 30 OF THE DRAFT REPORT:  

EIB translation:
30. MUST WARRANT THAT IT HAS KNOWLEDGE OF ALL DETAILS OF FINAL DIRECT OR INDIRECT BENEFICIARY, OF THE PROJECT FINANCED, AND MUST ENSURE FOLLOW-UP AND MONITORING OF SUCH FINANCING

Translation should read: 

30.
Urges the EIB to ensure that it knows all details of the final direct and indirect borrower and of the project financed and that it undertakes their  supervision and monitoring;

COMMENT EIB:

· Detailed appraisal has always been enforced for individual loans where such knowledge is ensured. Monitoring is performed with modulation in view to achieve acceptable cost/benefit.  
· As to global loans, given the considerable amount of SMEs financed (see above point 25 : 30.000 SMEs / year vs. 1000 staff) individual allocation appraisal and monitoring  as requested by Mrs Ridruejo would de facto be impossible. Hence, the Bank imposes such appraisal and monitoring obligations to each intermediary bank and sample check compliance.
COMMENT RAPORTEUR:

· EIB is not addressing the points raised in the comments to Draft report.
· Operations Evaluation Unit ex-post reports in the past 10 years, including the year under review have permanently addresed the need for close monitoring thoughout the life of the loan, (examples are plenty but the Report on Financing Urban development in the EU, pages  16, 17, 23, 24; or on “Solid Waste Financing”, pages 2, last paragraph; 3, 10,18 and 24, where  “..Project Completion Reports (PCRs) are necessary for transparency and to establish whether the Bank is successful other than in terms of loan volume…Unfortunately, project completion reports were frequently lacking in detail, incomplete and sometimes pending….PCRs should be given higher priority …and receipt of PCRs should be linked to the achievement of COP targets….Clearly, one problem with PCRs is that they are completed at the time of commissioning”). It is clear that in some cases not only is follow-up and monitoring not done, but the forms are filled-in at the time of signing or disbursement, even if loans had long term financing tenors. This is alarming. Also mentioned thoughout these reports is the lack of institutional memory, adequate physical files, as well as inconsistent, inconnect  electronic data and filing.  
· On EIB comment: Detailed appraisals should be done in all instances and not only when the “knowledge is ensured”. There seems to be a lack of correct appraisal, for example, in regard to final beneficiaries in global loans since insufficient data is collected from financial intermediaries. In the era of modern analytical accounting tools and information society this approach seems unacceptable. Page 6 of Operations Evaluation report on global loans states: “…once allocations have been accepted neither Loan officers….could suggest any use for collected data, other than for reporting and presentational purposes.” Other Issues identified (5.2, and 6.2) are significant in meaning.
· The Document to the Board of Directors of 24 June 2003 on EIB Global Loans, page 6, among others, on 2.4 Board Information: “At the time of each global loan, ….efforts will be made to inform the Board more systematically on the outcome of allocations under previous loans on the basis of available data” Please take note also of the wording used, which does NOT ensure correct reporting but rather use of existing data, good or bad, adequate or not. Quantitative analysis are not in view.
· Page 10 of same report is also self explanatory, and shows the need to upgrade information technology and reporting systems, in order for the EIB to assure the public that it is in fact complying with its objectives under Global Loan lending to financial institutions, and not only financing the banking system in Europe, and individual banks in particular, even without monitoring previous activities of these banks in using EIB funds on prior occasions. Estimates, as reflected in such document, are not sufficient to do consistent monitoring. Also to be noted is that the Evaluations Unit does not do periodic follow-up reports on prior ex-post reports, including global loans. What supervision of precise SME financing and municipal lending does the Bank do? Why does it state that low credit rating companies are fit for global loan lending even if the financial intermediary is taking the credit risk? What tenor of lending are SMEs really obtaining? At what pricing? Under what other conditions? Do they also involve EIB guarantees? Or risk capital managed by EIF?
· The report by the Operations Evaluation Unit of 3/2002 on Global Loans also throws light into needs for improvement on monitoring and transparency: pages  6 and 9, including a comment that “..the Portfolio approach does not provide traceability…” For example, - since there are many- the Report by Operations Evaluation on  “…Projects financed by EIB under the Asia and Latin America mandates”, on page 20 states: “..Information is not available to allow for judging the extent to which the public finance institution passed on EIB lending conditions to final beneficiaries..”, or comments on pages 32, 33 and 34 of same report. Examples are also clear in the Report on Trasport Projects in Central and Eastern Europe, p.6, 12, 17; and on Energy Projects.
· EIB is taking a comment to the Draft indicating that due to the considerable number (?) of SMEs financed, monitoring would be impossible. This is alarming to any observer. What would one think if any standard financial institution were to say this considering they follow-up on much larger numbers of loans? If then the monitoring is imposed –and only partially as seen above- on intermediaries, how does  it check that compliance is kept on EU lending, and on guidelines mandated by the Board of Governors?  What data is available on this analysis? Why is it not public or made available to the European Parliament? 
· Examples: Does EIB know the full details on the final use of global loans initially assigned to the emergency Flood Relief Program in Germany, Austria and the Czech Republic in  2002 and which became evident would not be used for the allocation criteria initially described,? What are they now used for? What data is available on final beneficiaries and their respective activities? How were they categorised at year-end? Please provide full details.
POINT 31 OF THE DRAFT REPORT:

EIB translation:

31. MUST PUBLISH EX ANTE CRITERIA FOR THE SELECTION OF NEW PROJECTS AND OF RISK CAPITAL INVESTMENT FUNDS IN WHICH EIB PARTICIPATES

Trasnlation should read:

31.
Urges the EIB to publish in advance the selection criteria for new projects and capital risk funds in which it participates;

COMMENT EIB:

· Eligibility criteria can be found on the EIB and EIF web sites, as well as in each brochure describing regional financing instruments; any additional and specific information can be forwarded on request. In summary, a project must 
·      be viable and sustainable from a technical, economic and financial point of view ;
· correspond to the policies and priorities defines by the Treaty, the EU and the Board of Governors ;
· belong to eligible sectors.
COMMENT RAPORTEUR:

Thank you for this information. However, indications should be more specific, especially in Global loans and venture capital operations. Only generalities are included in the websites and brochures describing instruments (but lacking conditions for compliance with eligibility). Who is to forward information requested by an SME on loan request? How are eligible projects eg.,  in R&D, education, health and housing defined? And in financing e.g. aircraft acquisition?  Please refer to the 1991 Criteria, or provide clear descriptions published after this date on such sectors. And compare with Operations Evaluation Unit recommendations on housing, urban development, and so on. Are Mid cap lending requisites now public? The end-of -year 2003 report staed it was work- in- progress.

POINT 32 OF THE DRAFT REPORT: 

EIB Translation:

32. MUST TRANSMIT TO OLAF AND ECA ALL INFORMATION REQUESTED

Translation should read:

32.
Urges the EIB to make available to OLAF and the Court of Justice all information they require;

COMMENT EIB:

· Within and sometimes beyond the current legislative framework, EIB has always forwarded all  necessary and relevant information requested 
· Inter-institutional co-operation with both OLAF and ECA is excellent as acknowledged by them

· Tripartite agreement with Commission and ECA recently updated and published

· The OLAF court case was an institutional issue that even from the beginning was handled without any prejudice to good co-operation as expressively recognized by OLAF. 

COMMENT RAPORTEUR:

What EIB should do is send information requested without it being necessary to have a Sentence of the Court of Justice EU on the table such as the one of  July 10, 2003 which obliges EIB to comply.

EIB is creating a peculiar precedent in establishing that there is the need to recur to a Court of Justice to reinforce excellent cooperation relations. This type of statements undermine the confidence of citizens in the credibility of the institution. 

�	Only exceptionally projects may be financed up to 75% (AFI – Accelerated Finance Initiative) or up to 100% (only and exclusively in case of natural disasters).
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