OPERATIONS EVALUATION

Evaluation of Structural
Programme Loans and

their contribution to EU
Cohesion Policy, 2007-2016

June 2018

European @

Investment .

Bank e
an The EL bank |






European
Investment

Bank The €M émé'

Thematic Evaluation Report
June 2018

Edited April 2019

Evaluation of Structural Programme Loans and their
contribution to EU Cohesion Policy, 2007-2016

Operations Evaluation, EV

This evaluation was carried out by the EIB’s Operations Evaluation Division (EV), under the supervision
of Ivory Yong-Prétzel, Head of Evaluation. The team, led by Michel Marciano (Evaluation Expert),
included Emmanuel Pondard, Dawit Demetri and Sonia Vega Vega (Evaluators) and Arnika Koprowska
(Assistant). The team was assisted by a consortium of consultants led by Ecorys Nederland BV.

Disclaimer

The views and assessments contained in this report reflect the views of the Evaluation Services and do not
necessarily represent the views of the EIB management or of its Board of Directors.

The EIB has an obligation of confidentiality to the owners and operators of the projects referred to in this report.
Neither the EIB nor the consultants employed on these studies will disclose to a third party any information that
might result in a breach of that obligation, and the EIB and the consultants will neither assume any obligation to
disclose any further information nor seek consent from relevant sources.

OPERATIONS
EVALUATION






TABLE OF CONTENTS

EXecutive SUMMAIY ... 1
Management RESPONSE........ .. e e s e e e e s nmmm e s e e e e e nmm s 7
1. [0 oo 11T o T o TS 9
11 ODJECHVES oot 10
s T o ] o 1= TSP 10
1.3 MEthOOIOGY ... i 10
I IR T T €= 14 1 12
1.5  Structure of thisS report.........oooo i 13
2. EU Cohesion Policy and its delivery system..........cccccuiviiiiiiimiinnnnnnennnnnennnns 14
2.1 ProgrammMiNg.....ooe oot 14
2.2 IMPIemMeENatioN ... ..o 15
2.3 Financial management, control, and compliance........c....ccccoeeviiiiiiiiicecin e, 15
P AV 11T 4[] o I 17
2.5 The EIB Group’s role in EU Cohesion POliCy ..........cccuvvviiiiiiiiiiiiiiiiiiiiiiiiiiiiieias 17
2.6 The possible future of EU Cohesion Policy and its delivery system.................. 19
3. The EIB’s SPLs in a nutshell ... 20
3.1 The SPL PrOAUCT .....e e 20
3.2  The lifecycle of and procedures for SPL operations..........cccccceeviiievieiiiiiiceneeen. 21
3.3  The portfolio of SPL operations: key figures ...........ccccccevvvviiiiiiiiiiiiiiiiiiiiiiiieee, 22
4, Main findings from the individual evaluation of SPL operations................ 24
5. The relevance and financial contribution of SPLs.........ccccocviiiiiiiiiiiiiiiinnnn, 28
5.1 Relevance for EIB support to EU Cohesion POIICY .........ccovvveeiiiiiiiieiiiiieieee, 28
5.2 Suitability fOr DOMTOWETS ........ooiiiiiiiiiiiiiiiiiieeeeeeeeee e 30
5.3  Suitability for co-financing projects under OPS ............ccooiiiiiiiiiiiiiiieecee e, 32
6. The effectiveness and sustainability of SPLs .........cccovmiiieccciiiiiiececene, 34
6.1 Securing national or regional co-financing under OPs (expected output).......... 34
6.2  Addressing shortcomings in promoter capacity (expected output).................... 36
6.3  Kick-starting, accelerating or bringing back on track OPs (expected outcome). 38
6.4 Sending a signalling effect to other financiers (expected outcome) .................. 40
6.5 Contributing to the objectives of OPs (expected impact) ............ccoeevvvvvvveeennnene. 41
6.6  Sustainability of the effects of SPL operations............cccoooiiiiiiiiiiiiiie, 43
7. The efficiency of SPLs and the EIB’s lifecycle management...................... 45
7.1 For EIB counterparts: benefits vs. costs of managing an SPL ..............cccc....... 45
7.2  Flexibility of the product to address incomplete information during appraisal and
=T ] {0 )V 7- | U 46
7.3 The EIB’s coverage of administrative costs and management of operations ....47

7.4

EIB-EC COOPEration..........ciiiiiiiiecee et 48



8. Conclusions and recommendations............cccciiieeicciinresrcceccce e 50
8.1  Arelevant product with scope for increased support for national co-financing..50

8.2  Limited risk mitigation for promoters with insufficient capacity ......................... 51
8.3  Room for manoeuvre in the administrative and reporting requirements for larger

] o] =T o1 £ OO PPRRR 52
8.4  Scope for improving the monitoring of SPL operations...........ccc.coovvviiiiiiieneenn. 53
8.5 Low EIB visibility through SPLs, especially for flagship projects........................ 55
8.6  Looking ahead, SPLs are expected to be relevant for post-2020 EU Cohesion

POLICY et 56
] 3= =T 57
Annex 1 — Detailed intervention logic of the SPL product.............ccooooiiiiiiii. 57
Annex 2 — Geographical distribution of SPL operations ............ccccoeeeeiiiiiiiiiiiiiieee, 58
Annex 3 — Breakdown of the institutional framework applied by EIB counterparts for

] o I 0 1= = [ 1 TP 58

ANNEX 4 — BibliOgraphy ... 59



LisT OF BOXES

Box 1 - Macroeconomic context & credit rating of Member States engaged in SPLs ............... 32

LiST OF FIGURES

Figure 1 - Ratings for the individually evaluated SPL operations, by evaluation criterion ............ 2
Figure 2 - Simplified intervention logic of the SPL product ..o 9
Figure 3 - Overview of this evaluation’s methodology ..........cccooueeiiiiiiiiiiiii e 12
Figure 4 - Overview of the delivery system for EU Cohesion Policy..........cccccccevveiiiiiiiiineceees 14
Figure 5 - EU Cohesion Policy’s CONtrol SYStemM ............uuiiiiiiiiiiiiieeie e 16
Figure 6 - Overview of the EIB’s Public Policy Goals post-2014 ............ccccoiiieeeeeeiiiciieeeee e 18
Figure 7 - The lifecycle of an SPL Operation .............cccouuiiiiie i 21
Figure 8 - Geographical coverage of SPL operations by programming period.............ccccccce... 23
Figure 9 - Ratings for the nine individually evaluated SPL operations, by evaluation criterion .. 25
Figure 10 - lllustrative example (not to scale) of the calculation of the cumul rule ..................... 29
Figure 11 - Comparing EIB approved amounts for SPL operations to the total investment cost of
programmes supported by SPL operations............cccoeeiiiiiiiiie e 34
Figure 12 - Overview of the EIB’s approach to delegation via SPLS ..........cccccoiiiiiiiiiiiieeen, 38
Figure 13 - The EU’s absorption rate of European Structural Funds during the 2007-13
Programming PEFIOM ........eeiiiiiiiie ittt e e e sbb e e san e e e snneee s 39
Figure 14 - Absorption rate of each Member State for the 2007-13 programming period.......... 40
Figure 15 - SPL signed amount by year and programming period (in EUR bn) ......................... 40
Figure 16 - Detailed intervention logic of the SPL product..............ccevveiiiiiiiiiiiiec e, 57
Figure 17 - Geographical distribution of SPL operations by Member State and programming
L= 1T T PSP PPPRPRRt 58
Figure 18 - Breakdown of SPLs applying an institutional framework at the Member State or
regional level, by programming Period .............oooiiiiiiiiiiiie i 58
LiST OF TABLES
Table 1 - Summary of evaluation limitations and mitigating actions .............ccccccoe i, 12
Table 2 - EIB Group activities relating to EU Cohesion POIIiCY............ccooviiiiiiiiiiiiiiiieccee e 18
Table 3 - SPL faCtSheet ... ..o e e e e e 20
Table 4 - SPL allocation procedure by ProjeCt Size.........cc.eviiiieiiiiiiii e 22
Table 5 - Overview of the portfolio of SPL operations by volume............cccccooieiiiiiieiiineee 23
Table 6 - SPL operations covered by the individual evaluation reports...........ccccccoiiiiiiinne. 24
Table 7 - Summary of principles for and against the cumul rule.................coocooi i, 29

Table 8 - Utilisation status of SPLs over the two programming periods ............ccccoceeeiriieeennnn 35






ABBREVIATIONS AND ACRONYMS

3PA

BoD or Board
CF

DG REGIO

EAFRD
EC

ECA
EFSI
EIB (or the Bank)
EIB Group
EMFF
ERDF
ESIFs
ESF

EU

EV

IFI
Jasmine
Jaspers
Jeremie
Jessica
MA

MC

MFF
NSRF
oP

PIU

PJ

SPL

TA

Three Pillar Assessment
EIB’s Board of Directors

Cohesion Fund

Directorate-General for Regional and Urban Policy of the European

Commission

European Agricultural Fund for Rural Development
European Commission

European Court of Auditors

European Fund for Strategic Investments

European Investment Bank

European Investment Bank and European Investment Fund
European Maritime and Fisheries Fund

European Regional Development Fund

European Structural and Investment Funds

European Social Fund

European Union

Operations Evaluation Division of the European Investment Bank
International Financial Institutions

Joint Action to Support Micro-finance Institutions in Europe
Joint Assistance to Support Projects in European Regions
Joint European Resources for Micro to Medium Enterprises
Joint European Support for Sustainable Investment in City Areas
Managing Authority

Management Committee of the European Investment Bank
Multi-annual Financial Framework

National Strategic Reference Framework

Operational Programme

Project Implementation Unit

Projects Directorate of the European Investment Bank
Structural Programme Loan

Technical Assistance



KEY TERMS

3PA

Allocation

Approval
Audit Authority

Borrower

Cancelled before
signature

Cancelled after
signature

Certifying Authority

CF

Co-financing rate

Cohesion Policy
Disbursement

EAFRD

EMFF

ERDF

ESF

European Structural
Funds

The three pillar framework for assessing the projects to be financed by the
EIB in the EU28. The three pillars comprise: (i) contribution to EU policy,
(i) quality and soundness of the project and (iii) EIB technical and financial
contribution. The pillars are also complemented by indicators.

A financial amount credited by the EIB to a borrower that relays the
equivalent amount paid to the final beneficiaries of eligible projects
deployed under an OP.

Event upon which the EIB approves a financing operation.

The entity designated for each OP and responsible for verifying the
effective functioning of the management and control system; it also
monitors project compliance with national and European regulations.

The counterpart directly receiving EIB loans.

Event upon which an operation is cancelled prior to the EIB signing
a finance contract with the prospective borrower.

Event upon which an operation is cancelled after the EIB has signed
a finance contract with the borrower.

The entity responsible for guaranteeing the accuracy and probity of
statements of expenditure and requests for payments before they are sent
to the EC.

The Cohesion Fund is an European Structural [and Investment] Fund that
supports transport and environment projects in countries where the gross
national income (GNI) per inhabitant is less than 90% of the EU average.

Refers to the contribution EU funding makes to a programme. It is
expressed as a percentage of the total programme cost. Co-financing is
usually subject to a maximum threshold, which is defined as a percentage
of the total value of the programme, or part thereof. The EC specifies co-
financing rates for each OP.

The EU's strategy to promote and support the overall harmonious
development of its Member States and regions.

Event upon which the EIB pays, in one or several tranches, the funds to
the borrower.

The European Agricultural Fund for Rural Development is the European
Structural [and Investment] Fund focused on resolving the particular
challenges facing the EU's rural areas.

The European Maritime and Fisheries Fund is the European Structural and
Investment Fund that helps fishermen to adopt sustainable fishing
practices and coastal communities to diversify their economies, improving
quality of life along European coasts.

The European Regional Development Fund is the European Structural
[and Investment] Fund promoting balanced development in the different
regions of the EU.

The European Social Fund is the European Structural [and Investment]
Fund that supports employment-related projects throughout Europe and
invests in Europe’s human capital.

The Funds providing EU Cohesion Policy financing for the 2007-13
programming period.
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fi-compass
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Financial
Instruments
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Investment
Programme

Jasmine

Jaspers

Jeremie

Jessica

Major project

Managing Authority

The Funds that provided EU Cohesion Policy financing for the 2014-20
programming period, which have an investment component.

Refers simultaneously to the European Structural Funds for the 2007-13
programming period, and the European Structural and Investment Funds
for the 2014-20 programming period.

Platform for advisory services on Financial Instruments under the
European Structural and Investment Funds, and microfinance under the
Programme for Employment and Social Innovation.

The counterpart benefitting from EIB financing and responsible for the
physical implementation of the projects. The new ESIF regulations refer to
only “beneficiaries”.

A measure of financial support provided on a complementary basis from
the EU’s budget to address one or more specific policy objectives. Such
instruments may take the form of equity or quasi-equity investments, loans
or guarantees, or other risk-sharing instruments, and may, where
appropriate, be combined with grants.

Any entity that acts under the responsibility of a managing or certifying
authority, or which carries out duties on behalf of such an authority, in
relation to beneficiaries implementing operations.

A multi-project investment with a feature of commonality (e.g. the
promoter, the objective or the sector).

An EC initiative developed jointly with the EIB and the EIF that aims to
provide both technical assistance and financial support to non-bank micro-
credit providers in order to help them: improve the quality of their
operations; expand; and become sustainable.

An EC technical assistance facility developed jointly with the EIB
supporting Member States and Accession Countries in their preparation of
high quality major projects which will be co-financed by EU Structural [and
Investment] Funds.

An EC initiative, developed jointly with the EIF, which promotes the use of
Financial Instruments to improve access to finance for SMEs through the
use of European Structural Funds.

An EC initiative, developed jointly with the EIB and the Council of Europe
Development Bank, which supports sustainable urban development and
regeneration through Financial Instruments.

As defined within Article 100 of the Common Provisions Regulation: an
operation comprising a series of works, activities or services intended in
itself to accomplish an indivisible task of a precise economic or technical
nature, which has clearly identified goals and whose total eligible cost
exceeds EUR 50 m. In the case of operations contributing to the promotion
of sustainable transport and the removal of bottlenecks in key network
infrastructures, the total eligible cost should exceed EUR 75 m.

The entity responsible for the efficient management and implementation of
an Operational Programme (OP).



Monitoring
Committee

Multiannual
Financial Framework

N+2 or N+3 rule

NSRF

Operation

Operation
“caduque”

Operational
Programme

Partnership
Agreement

PIU

Programming period

Promoter

A committee comprising regional, economic and social partners appointed
by Member States and chaired by the relevant Member State (or managing
authority). The mission of a monitoring committee is to check that
Operational Programmes (OPs), which use European Structural [and
Investment] funding, are being correctly implemented. A monitoring
committee's key tasks include: assessing the effectiveness and quality of
OPs; approving criteria for financing under each OP; making periodical
reviews of OPs and their progress towards specific targets; examining the
results of implementation to assess whether those targets have been met;
where necessary, proposing revisions to OPs, including changes related
to their financial management.

The framework that establishes the spending priorities and maximum
amounts that the EU may spend in particular areas over a fixed period of
several years.

EU Cohesion Policy allocations by Member States are divided into annual
amounts which must be spent within two or three years, depending on the
country. This rule is known as the N+2 or N+3 rule, with N being the start
year when the money is allocated. Any of the annual amount which is not
claimed by the Member State within that period, is automatically deducted
from their allocation and goes back into the overall EU budget. As such,
for the 2007-13 programming period, if a country applies the N+2 rule, its
final deadline for using budgetary allocations is 2015 (i.e. 2013+2); while
for the N+3 rule, the final deadline would be 2016 (i.e. 2013 + 3).

The National Strategic Reference Framework is the reference document
for the programming of European Structural Funds at national level for the
2007-13 programming period.

The set of activities by which the EIB provides finance for investment in
“projects” conducted by a third party for a specific purpose that can be
direct or indirect, tangible or intangible and with a limitation in time.

Event upon which the EIB’s Board of Directors’ approval to finance an
operation lapses if no contract is signed with the borrower within a given
period of time.

Operational Programmes (Ops) are detailed multi-annual plans in which
the Member States set out how money from the European Structural [and
Investment] Funds will be spent during the programming period.

A reference document produced by each Member State, in cooperation
with the EC, for the 2014-20 programming period. The document
programmes interventions from the European Structural and Investment
Funds and links them to the aims of the Europe 2020 growth strategy.

The Project Implementation Unit created within the Borrower to manage a
SPL operation and, on a case by case, to also manage European
Structural [and Investment] Funds.

The seven year period during which OPs are implemented.

The counterpart responsible for the management and implementation of
the investment programme falling within an OP(s) covered by the SPL.
The promoter is typically a coordination function within a Ministry of the
Member State (or regional equivalent) which provides the EIB with
information on the implementation of an SPL operation and the underlying
projects that it supports. The promoter often also undertakes the role of a
Managing Authority.



Project

Reimbursement

Shared management

Signature

A financial intervention in line with the directives laid down by the EIB
Board of Governors under Article 7.2 of the EIB Statute, for a specific
purpose that can be direct or indirect, tangible or intangible and with a
limitation in time. In the case of SPLs, projects are managed and
implemented by promoters, and sub-projects/schemes are implemented
by final beneficiaries. For the sake of this report, projects will be used as
the term to describe projects, as well as sub-projects/schemes.

Event upon which the borrower repays the EIB, thereby reducing the EIB’s
disbursed exposure to the borrower.

There are two main types of EU funding: funds which are managed
centrally and directly by the European Commission, and funds whose
management is shared between the EU and the Member States. For funds
in 'shared management', the Commission currently entrusts the Member
States with implementing programmes at national level.

Event upon which the EIB signs a finance contract.






EXECUTIVE SUMMARY

The EIB’s Structural Programme Loan
(SPL) is a financial product that aims to
support EU Cohesion Policy. It finances
part of the national or regional co-financing
obligations for Operational Programmes
(OPs), which set out how European
Structural [and Investment] Funds should be
spent during the 2007-13 and
2014-20 programming periods.

The EIB’s SPL product aims to secure the
national or regional co-financing obligations
under OPs by providing financing at terms
that are more favourable to those the
borrower could otherwise obtain. By doing
so, it is expected that SPLs allow promoters
to kick-start, accelerate or bring back on
track the implementation of their OPs;
thereby making a timely contribution to EU
Cohesion Policy objectives.

The EIB may also offer Technical Assistance
as a component of the SPL, in order to
support the development of a broader and
higher quality pipeline of projects, or
overcome any of the promoter’s
shortcomings in terms of managing and
implementing the SPL.

This evaluation assesses the relevance and
performance of the EIB’'s SPL operations
implemented during the period 2007-2016
and their blending with EU grants, with a
view to contributing to the achievement of
EU Cohesion Policy objectives during the
2007-13 and 2014-20 programming periods.
The evaluation draws on a wide variety of
sources, including: (i) a portfolio review of
SPL operations, (ii) an analysis of selected
SPL operations that have been subject to
either individual evaluations or phone
interviews, and (iii) a literature review and
strategic interviews in relation to blending
SPLs with European Structural [and
Investment] Funds.

The EIB’s portfolio of SPL
operations

Over the period covered by this
evaluation, the EIB approved 66 SPL
operations for a total volume amount of
EUR 38.87 bn. These operations contribute
to supporting programmes with a total
investment cost of circa EUR 407.5 bn. As
such, SPLs make a sizeable contribution

(=10%) to the total cost of the investment
programmes that they support, and tend to
cover a major share of the co-financing
obligations of EU Member States or regions.

Of the 66 approved operations, 38 relate to
the 2007-13 programming period, and
account for EUR 21.74 bn in approved EIB
financing. These operations have advanced
far along their project cycle, both in terms of
signatures (EUR 20.59 bn) and
disbursements (EUR 17.22 bn).

The 28 operations that relate to the
2014-20 programming period account for
EUR 17.13 bn of approved EIB financing,
EUR 9.73 bn of signatures, and EUR 3.84 bn
of disbursements. The lower volumes of
approvals, signatures and disbursements for
operations for the current programming
period can be explained by:

e The late conclusion of the EU’s
2014-20 MFF negotiations having a
knock-on effect on the adoption and
implementation of Partnership
Agreements, OPs and, ultimately, SPLs.

o Until the end of 2016, greater emphasis
being placed on utilising SPLs relating to
the 2007-13 programming period (in
accordance with the N+2 or N+3 rule, see
Key terms). Only thereafter was priority
given to utilising SPLs relating to the
2014-20 programming period.

e Several prospective SPL operations for
the 2014-20 programming period
currently undergoing appraisal. Subject
to their approval, the volume of
signatures and disbursements will likely
increase at a later stage in the
programming period.

In terms of geographical coverage, the EIB’s
SPL product has reached out to 18 EU
Member States. In volume terms, the
Member States in which the EIB has
engaged the most are Hungary, Poland,
Greece and Slovakia.

The sample of individually
evaluated operations

15 SPL operations implemented in six EU
Member States (Croatia, Estonia, Greece,
Hungary, Poland and Spain) were
selected for in-depth evaluations. Of
these, only the nine operations relating to
the 2007-13 programming period were
rated, as it was too early to assess the

Executive Summary 1



performance of the operations relating to the
2014-20 programming period.

The rationale for selecting this sample of
operations was not to draw conclusions
about the entire population of SPLs but
rather to (i) be illustrative, by providing in-
depth narratives that complement the
quantitative data at the portfolio-level; and
(i) be exploratory, by providing examples
whereby an operation has had a unique
experience that is of particular interest to the
thematic evaluation.

The overall performance for most SPL
operations was “satisfactory”, and two
operations were rated “excellent’. As
illustrated in Figure 1, the nine individually
evaluated operations scored well in terms of
their:

¢ Relevance, as the projects supported by
the SPLs were consistent with OP and
EU Cohesion Policy objectives, and the
design of the product allowed borrowers
to respect their co-financing obligations
alongside European Structural Funds,
especially in countries markedly affected
by the recent global financial and
economic crisis.

o Effectiveness, as SPL operations have
had a decisive effect in kick-starting large
investment plans and programme-based
plans, and allowed projects to be
deployed at a faster pace, thereby
contributing to the achievement of OP
objectives.

o Efficiency, as all rated operations
covered the costs borne by the EIB,
however, one SPL operation was partially
prepaid by the borrower. The benefits
derived from SPL operations by
borrowers and promoters consistently

outweighed the administrative costs of

managing and implementing the operation.

In addition, the EIB’s deferred appraisal

process has proven adequate for

investment programmes supported by

SPLs, as information on underlying

projects is often insufficient at the time of

operation approval.

e Sustainability, as  provisions  for
monitoring the durability of projects are
clearly defined both at the level of OPs,
and in EIB finance contracts. Lastly, the
final beneficiaries visited within the
context of this evaluation have applied
adequate procedures for implementing
their projects, and have mobilised
resources for their maintenance.

Further to this, the Bank’s contribution to the
overall performance of evaluated SPL
operations was especially high for
operations in Member States that were most
affected by the crisis. Yet, in the context of
the EU’s economic recovery, the financial
advantage of engaging with the EIB has
diminished in terms of interest rates offered,
but remains significant in terms of maturity
profiles. The EIB’'s management of the
operations’ lifecycle contributed to their
performance in a “significant” manner, as
there has been good cooperation between
the Bank and its counterparts; especially for
the operation in Greece for which the Bank
provided Technical Assistance.

Building on the findings deriving from the
individually evaluated operations, the
portfolio analysis and a review of strategic
and operational information, this evaluation
has drawn six conclusions and proposes
six recommendations that are presented
hereunder.

Figure 1 - Ratings for the individually evaluated SPL operations, by evaluation criterion
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A relevant product with scope for
increased support for national co-
financing

SPL operations have allowed the EIB to
facilitate the financing of investment
programmes under EU Cohesion Policy,
an EIB “task” as defined by the Treaty on
the Functioning of the EU. The Bank has
done so by co-financing projects in a variety
of sectors and contexts that would otherwise
not have accessed EIB financing.

Since 1994, the EIB’s policy has been to
apply a “cumul rule” that Ilimits the
aggregated contribution of the European
Structural [and Investment] Funds and the
Bank to either 90% for regions classified by
the EC as less developed, transition or under
transitory measures, or 70% for developed
regions. By applying this rule, the EIB has
sought to: (i) ensure a certain level of
counterpart ownership and responsibility in
the management and implementation of
SPLs; and (ii) encourage an increase in the
fiscal capacity of national or regional
borrowers.

However, the application of the cumul rule
has restricted the extent to which the EIB
can support the Member State or region’s
co-financing obligations for their respective
investment programme, hence decreasing
the capacity of Member States or regions to
fully mobilise the European Structural [and
Investment] Funds available to them.

Recommendation: In order to further
contribute to the achievement of EU
Cohesion Policy objectives by supporting
national or regional co-financing
obligations, the EIB should consider the
pros and cons of applying the cumul rule
to SPL operations, taking into
consideration the borrower (whether a
Member State or region) and their
economic, financial, legal and regulatory
environment.

Limited risk mitigation for
promoters with insufficient
capacity

As the EIB’s business model is not suitable
for directly intervening in the appraisal of
thousands of small projects, the Bank
foregoes a centralised approach that would
inevitably lead to bottlenecks, in favour of a
delegated approach. In the past, the Bank
has been deterred from delegating tasks
to promoters with insufficient capacity.

But, more recently, the Bank has provided
Technical Assistance within one SPL
operation in Greece, and has applied risk
mitigation measures to varying degrees for
promoters with insufficient capacity. As
such, risks identified by the EIB in relation to
promoter capacity have not been
systematically mitigated, whether through
Technical Assistance or other measures.
Looking ahead, the recently approved
update of procedures applicable to SPLs lay
down a clearer approach for assessing
promoter capacity and determining the
degree to which tasks are delegated to them.

Recommendation: More consideration is
needed for building the capacity of weak
promoters in view of the sound
management and implementation of SPL
operations. Risks posed by insufficient
promoter capacity in these areas should
be identified at appraisal stage and should
lead to the Bank defining and
implementing  appropriate  mitigation
measures, such as the provision of
bespoke Technical Assistance and
advisory support, subject to the availability
of additional financial resources.

Room for manoeuvre in the
administrative and reporting
requirements for larger projects

SPLs can be used to support projects of all
sizes. In the case of large projects, this
evaluation deems that the EIB’s additional
level of scrutiny is justified to mitigate the risk
of financing unsustainable projects.
However, for mid-sized projects (total
investment cost between EUR 25 m and
EUR 50 m) the EIB’s appraisal and
monitoring procedures are resulting in
additional administration requirements
for EIB counterparts, diminishing the
benefits deriving from the use of SPLs to
finance such projects.

The evaluation acknowledges the work
being undertaken by EIB Services in
developing procedures for assessing the
extent to which the Bank may reduce
appraisal and monitoring requirements on
the basis of promoter capacity. Further to
this, administrative costs may be reduced by
harmonising EIB and EC reporting
requirements for mid-sized projects for
which the EIB requires specific data, while
the EC does not.

Executive Summary 3



Recommendation: Providing promoters
have demonstrated a high-level of
capacity at appraisal stage, the Bank
should consider reducing the SPL’s
administrative requirements by, wherever
possible, seeking to align project size
definitions and their corresponding
reporting requirements, with those of the
EC. This would imply a reduction in the
information requirements of the Bank for
mid-sized projects.

Scope for improving the
monitoring of SPL operations

The EIB’s adequate monitoring of the
progress of some OPs and projects has
proven challenging, as the evaluation
found that:

e The EIB has an approach for budgeting a
standard amount of internal human
resources for monitoring SPLs, which
proved insufficient when promoters
lacked capacity to comply with EIB
requirements or when mid-sized and
large projects were submitted for
allocation.

Projects supported by an SPL operation
that are not included in an OP were not
subject to the same monitoring and
control requirements as those falling
within an OP. Instead, these projects
should be subject to standard Framework
Loans procedures.

SPL operations allow the re-financing of
a set of projects, providing they were not
substantially completed when the
allocation request was submitted to the
EIB. However, the definition of “not
substantially completed projects” is left to
the discretion of EIB Services. As such,
risks relating to the late-financing of
substantially completed projects by SPLs
are not mitigated in a consistent manner.
The EIB’s data management systems do
not always provide an accurate and
timely reflection of the extent of SPL
implementation, as allocation data was
not systematically updated upon the
dispatch of the corresponding allocation
letter.

Lastly, the coordination and exchange of
information between the EIB, the EC and
Member States for SPL operations is
often limited to the procedure relating to
Article 19 of the EIB’s Statute, as the
Bank’s participation in  Monitoring
Committee meetings has thus far proven
limited.

Recommendation: The monitoring of SPL
operations should be improved by: (i)
mobilising EIB human resources on the
basis of promoter capacity and the
composition of the investment
programme; (ii) applying Framework Loan
procedures to projects that are not
included within OP(s); (iii) mitigating the
risk of late-financing; (iv) ensuring the
timely recording of allocations in EIB
systems; and (v) proactively coordinating
and cooperating with the EC to the extent
possible.

Low EIB visibility through SPLs,
especially for flagship projects

The visibility of the EIB as a financier of
OPs through SPLs only endures for a few
stakeholders following contract
signature (borrowers, the promoters
implementing programmes, and entities
responsible for the physical implementation
of large projects). For other financiers and
the general public, the EIB’s visibility is
restricted to communication, if any, at the
date of the signature of the SPL.

Nevertheless, this evaluation recognises the
effort made by the Bank in increasing the
awareness of the SPL product at the level of
EU institutions. This has been exemplified by
the Bank’s contributions to the SPLs
factsheet and the recently published
Seventh Report on economic, social and
territorial cohesion.

Recommendation: Consider the pros and
cons of increasing the visibility of the EIB
and of SPL operations co-financing large
flagship projects. The EIB should assess
the possibility of aligning its visibility
requirements with the EC’s information
and communication rules for EU Cohesion
Policy.

The SPL product post-2020

In a scenario in which (i) EU Cohesion Policy
remains a significant component within the
EU budget for the next Multiannual Financial
Framework, (i) national co-financing
obligations increase; and (iii) grants decline
in volume while Financial Instruments
increase in volume, the SPL product will
remain relevant post-2020.
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Lastly, it must be noted that SPLs have
rarely been used to support national co-
financing obligations relating to OPs under
the European Agricultural Fund for Rural
Development (EAFRD) and the European
Maritime and Fisheries Fund (EMFF).
Similarly, cross-border cooperation
programmes have rarely benefited from the
EIB’s SPL product.

Recommendation: For the post-2020
Multiannual Financial Framework, the
Bank should: (i) communicate that SPLs
are a suitable product for supporting
national co-financing obligations under
EU Cohesion Policy; (ii) assess the
implications of increased demand for
SPLs in order to support higher national
co-financing obligations; (iii) increase SPL
support to Financial Instruments wherever
possible; and (iv) assess the possibility of
increasingly blending SPLs with Rural
Development, Maritime and Fisheries,
and cross-border cooperation funds.
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MANAGEMENT RESPONSE

The support for Cohesion regions is deeply embedded in the DNA of the EIB and enshrined in
our Statute since the foundation 60 years ago. Article 309 of the Lisbon treaty stresses that the
Bank should continue to facilitate the financing of projects for developing Cohesion Regions.

In this context, the Management Committee appreciates the overall positive conclusions on the
performance of Structural Programme Loans (SPL) highlighting the instruments’ importance and
flexibility to implement Cohesion Policy on the ground. The Management Committee also
welcomes the specific findings and positive conclusions on the relevance, effectiveness,
efficiency and sustainability of the SPL operations. They further exemplify the value added of the
EIB, its management for the operations’ performance as well as a good cooperation between the
Bank and its counterparts.

While the importance of a possible review of the cumul rule for SPLs is acknowledged, such
reassessment would be more appropriate once the new architecture of post-2020 MFF is decided.

The Management Committee also appreciates the recognition of the work done to streamline the
Framework Loan procedures to increase the efficiency of SPLs and considers that these new
internal procedures already duly implement certain recommendations (in particular
recommendations 2, 3 and partly 4). In particular, it ought to be noted that the capacity
assessment plays a central role in the appraisal of FLs and sets the scene for, among others, the
improved staff resource efficiency, identification of technical assistance, adequate information
requirements.

The Management Committee confirms the commitment to further enhance already existing
cooperation and coordination with the EC, which also depends on EC discretion. Furthermore,
the Management Committee will consider the pros and cons of increasing the visibility of the EIB
and of SPL operations co-financing large flagship projects through a dedicated communication
plan. It is acknowledged that such enhanced visibility should not increase contractual obligations
for EIB clients given the difference between grants and loans.

The Management Committee would however like to underline:

e that the existing portfolio of approved and signed SPLs will continue to support the
Operational Programmes of the current programing period. The implementation of
recommendations via the new FL procedures will only be demonstrated through new
projects, which most of them will be appraised only when the new programming
period starts i.e. from 2021 onwards. That means that progress on these
recommendations should not be reasonably expected and recorded within the next 3
years, because the new FL procedures cannot be directly applied to the already
signed SPL operations of the current programming period.

e that there is still a high level of uncertainty about the future shape and details of the
EU Cohesion Policy and the ESIF. Therefore it is difficult from today’s point of view
to foresee what future SPLs in the post 2020 programming period will look like.

The main area for improvement that has been identified by Management in response to the EV
Report is to ensure the timely recording of allocations in EIB systems.

The SPL instrument is clearly contributing to the achievement of EU Cohesion Policy objectives
by pre-financing the national or regional share under ESIF Operational Programmes through
providing loans at favourable terms. They have been in many cases an important enabler for the
absorption of structural funds. In line with the Bank’s lending, blending and advising strategy, the
EIB also provides Technical Assistance to complement SPLs, in order to support the Member
States in implementation of EU projects or in terms of managing and implementing SPLs. Looking
ahead, it is possible that SPLs and related technical assistance will play a more important role in
the post-2020 Multiannual Financial Framework (MFF), given the very likely significant increase
of national or regional co-financing obligations.
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1. INTRODUCTION

The EIB commonly refers to its main activities as lending, blending and advising. Blending — a
distant second to lending in terms of the Bank’s financial commitments — is a financing instrument
that combines products with different financial terms and characteristics (typically bringing
together EIB loans with EU grants).

In its Work Programme for 2016-18", Operations Evaluation (EV) anticipated the launch of an
evaluation of selected blending activities. In selecting the blending activities to be evaluated, EV
took into account the need to:

¢ Include blending activities within the EU, as recent external evaluations of blending have
largely focused on EIB activities undertaken outside the EU?3. Approximately six years
have passed since EV last assessed the EIB’s blending activities in the EU, in the context
of its ex-post evaluation of Framework Loans*.

e Exclude blending mandates, as they fall within the scope of EV’s ongoing evaluation of
mandates.

On this basis, EV undertook this evaluation of Structural Programme Loans (SPLs) and their
contribution to EU Cohesion Policy for the period 2007-2016.

An SPL is a type of EIB Framework Loan that primarily (or entirely) supports the national co-
financing of a set of projects within a Member State or region’s Operational Programme(s) (OP).
OPs set out how the European Structural [and Investment] Funds will be spent during the 2007-
13 and 2014-20 programming periods.

A simplified intervention logic of the SPL product is provided in Figure 2, and a more detailed
version is provided in Annex 1.

Figure 2 - Simplified intervention logic of the SPL product

Expected outcomes Expected impact

*National orregional

Expected outputs

«Liquidityprovided by an EIB SPL
operation allows national or
regional authorities to secure their
expected share of funding and

(pre/re)finance expenditures for authorities kick-start
eligible pro;elgts underthe accelerate and/or bring back +The completed eligible projects
supported OPs on track the implementation contribute to the achievement
_ _ | ofthe supported OPs of OP objectives and,
* Technical Assistance embedded ultimately, EU Cohesion Policy
within an EIB SPL operation allows «The EIB’s co-financing objectives
national orregional authorities to provides a signalling effectto
(i) develop a pipeline of eligible the market

projects, (ii) submit projects of
better quality, (iii), address
shortcomings in promoter capacity

Source: Reconstructed by EV and EIB Services.

1 Operations Evaluation. (2016). Activity report 2014-2015 and Work programme 2016-2018. Luxembourg:
European Investment Bank.

2 European Court of Auditors. (2014). Special Report: The effectiveness of blending regional investment
facility grants with financial institution loans to support EU external policies. Luxembourg: European
Court of Auditors.

3 ADE on behalf of the EC. (2016). Evaluation of Blending: Final Report: Volume | — Main Report.

4 Operations Evaluation. (2012). Ex post evaluation of the use of Framework Loans to finance EIB
investments in the EU, 2000-2011: Synthesis Report. Luxembourg: European Investment Bank. A
Framework Loan is an EIB instrument for financing multi-component investments where, due to
incomplete information being available at the appraisal stage, decisions concerning the financing of
specific schemes have to be taken after approval of the overall operation by the EIB Board.
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1.1 Objectives

The objectives of this evaluation are threefold as it aims to:

e Assess the relevance of EIB’s SPL product and the performance (effectiveness, efficiency
and sustainability) of SPL operations during the 2007-13 and 2014-20 programming
periods;

e Assess the extent to which SPL operations, blended with EU grants, ultimately allow the
EIB to contribute to achieving EU Cohesion Policy objectives; and

e Identify lessons for improving the contribution of SPLs to EU Cohesion Policy for the
remainder of the 2014-20 programming period, and provide input for the design and use
of SPLs during the next programming period.

This evaluation aims to identify areas in which the EIB could improve its operational performance,
and to hold the Bank accountable for past activities in this area. The intended users of this
evaluation are primarily EIB Services offering and implementing SPL operations, EIB Services
interacting with the European Commission (EC) in relation to EU Cohesion Policy, the EIB’s Board
of Directors and Management Committee, the EC itself, the borrowers engaging in SPLs
(Ministries of Finance of Member States and regional equivalents) and the promoters responsible
for managing and implementing the investment programmes supported by SPLs.

1.2 Scope

The central scope? of this evaluation is as follows:

e The thematic scope concerns the SPL product and its operations, including technical
assistance (TA) provided as a component of SPLs;

e The institutional scope covers the relationship between the EIB, EIB counterparts and the
EC in the context of SPLs;

e The geographical scope is limited to the EU; and

e The temporal scope covers the period 2007-16, and therefore spans two programming
periods (the 2007-13 programming period and the ongoing 2014-20 programming period).

The peripheral scope® of this evaluation includes the OPs of EIB counterparts engaged in SPLs,
as well as TA supporting SPLs but not provided as a component of the SPL. This is the case for
TA provided under Jaspers and through other advisory services provided by the EIB Group, as
well as TA and advice provided by third parties. The bilateral institutional relationship between
the EC and EIB counterparts in the framework of OPs is also part of the peripheral scope.

1.3 Methodology

The evaluation’s methodological framework aims to address the following aspects:

e The relevance of the design of SPLs (i) for allowing borrowers to respect their co-financing
obligation under European Structural [and Investment] Funds, (ii) for enabling promoters
to kick-start and accelerate the implementation of OPs, and (iii) for the EIB to facilitate the
financing of investment programmes in conjunction with assistance from European
Structural [and Investment] Funds.

e The performance (effectiveness, efficiency and sustainability) of SPLs, in terms of
the extent to which: (i) they have made a difference in the magnitude and speed of
implementation of OPs, and have contributed to the achievement of the objectives of OPs
and, ultimately, EU Cohesion Policy objectives; (ii) the costs of offering, providing and

5 Central scope defines activities analysed and evaluated. The scoping exercise for this evaluation took into
consideration: (i) EV’s Terms of Reference, which focuses on evaluating EIB Group activities; (ii) the
objective of this evaluation, which is to focus on the assessment of an EIB product, its underlying
operations, and their contribution to achieving EU Cohesion Policy objectives; and (iii) the time and
resource constraints of this evaluation.

6 Peripheral scope defines activities that interact with the SPLs evaluated and should therefore be
acknowledged, but will not be evaluated in terms of their relevance or performance.
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managing SPLs are commensurate to the benefits (financial and non-financial) realised
by the EIB and its counterparts; and (iii) the effects of the SPL are likely to be sustained
for the EIB, its counterparts and the projects themselves.

e The EIB’s contribution, particularly in relation to the financial terms offered by the EIB,
the technical added value it provides to small, mid-sized and large projects, and how this
contribution has evolved from one programming period to another.

e The future of the SPL product, by reviewing how the deployment of SPLs may be
improved and extended for the remainder of the 2014-20 programming period and beyond.

In order to address the aforementioned evaluation criteria, the evaluation combines: (i) a literature
review and strategic interviews in relation to blending SPLs with EU Structural [and Investment]
Funds with (ii) an analysis of selected SPLs operations that have been subject to either individual
evaluations or phone interviews with relevant stakeholders. In doing so, and as illustrated in
Figure 3, this evaluation has drawn on the following tools:

e Preliminary interviews and workshops with EIB Services in order to scope the
evaluation and reconstruct the intervention logic of SPLs.

e An extensive literature review of documentation relating to EU Cohesion Policy and the
EIB Group’s role in supporting it.

e A review of EIB databases in order to: set the parameters for the portfolio of SPLs
covered by this evaluation; identify the characteristics of the SPL portfolio; and facilitate
the selection of a sample of SPLs that were subject to phone interviews and individual
evaluation”. The sample comprised 15 Member States, of which nine were covered by
phone interviews, and six were covered by individual evaluations (nine SPL operations
were rated individually, see section 4).

e For the 15 sampled operations, a review of individual SPL documentation was
undertaken in order to have an overview of the SPL lifecycle and relevant overarching
documents, e.g. National Strategic Reference Frameworks, Partnership Agreements and
OPs.

e Interviews whether by phone or in person, were undertaken with the EC, EIB Services
and EIB counterparts for SPLs falling within the evaluation’s sample.

e Site visits® in the six Member States covered by individual evaluations were also carried
out in order to collect data that was illustrative and explorative. Thirty projects co-financed
by SPL operations were visited, which naturally offered more in-depth insight for this
Thematic Evaluation Report, as compared to the phone interviews.

Each operation for the 2007-13 programming period that was subject to a site visit and evaluated
individually has been rated against its relevance and performance (effectiveness, efficiency,
sustainability) and against the EIB’s role throughout the operation’s lifecycle (EIB management
of the operation lifecycle and EIB Contribution). A summary of the ratings obtained by these
operations is provided in Figure 9 (page 25).

Lastly, the input provided by an inter-Directorate Reference Group at the EIB served as a
horizontal component for this evaluation: providing ideas and commenting on the tools and
deliverables relating to this evaluation; establishing and maintaining communication channels
between EV and internal/external stakeholders; and coordinating consultations with EIB Services.

7 The SPL operations falling within the sample are highlighted in Annex 2, and the sampling approach is
detailed in Section 4.
8 The site visits took place in six EU Member States: Croatia, Estonia, Greece, Hungary, Poland and Spain.
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Figure 3 - Overview of this evaluation’s methodology

Final deliverable

Tools Interim deliverables
Preliminary
interviews & = A?,F:M::h
workshops pe
then_iture —— Policy review
review
EIB da_tabase SPL pc_nrlfolio
review review
—
Phone , Minutes of phone
interviews interviews and Synthesis of Thematic
_ doc t analysi Individual Evaluation
Doc. review for (9 MSs covering Evaluation Report
individual SPLs 16 SPLs) Reports,
L phone
Facetoface Individual interviews
interviews Evaluation and
—_—lp Reports document
L (6 MSs covering analysis
Site visits 15 SPLs)
Strategic
interviews
A A
Reference Group and consultation
Source: EV
1.4 Limitations

Aside from the evaluation’s time and resource constraints, the methodological limitations that
have had the greatest potential impact® on the evaluation team’s ability to effectively answer the
key evaluation questions are provided in Table 1, and are accompanied by the corresponding
mitigating actions.

Table 1 - Summary of evaluation limitations and mitigating actions

the SPLs have been completed.

Limitation Description Mitigating action
Timing of the The challenge of assessing the effects of SPLs | In relation to the 2007-13 programming period,
evaluation for the 2007-13 programming period, as few of | SPL operations selected by EV for phone

interviews or site visits were preferably at least
partially disbursed. Only projects supported by
the SPLs that were considered as completed
(as per EV’s terms of reference) were subject
to site visits.

The challenge of assessing the effects of SPLs
for the 2014-20 programming period, as few of
the SPLs have been fully disbursed.

In relation to the 2014-20 programming period,
SPLs were not rated but were reviewed in
order to shed light on the main developments
since the previous programming period.

9 Reference is made to potential impact as the degree to which different factors have affected the evaluation

is unknown.
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Limitation Description Mitigating action
Defining the Inconsistent flagging of SPL operations in the | EV held meetings with EIB Services to discuss
portfolio of the EIB’s database. This inconsistency may be | and confirm the portfolio of SPL operations.
evaluation tied to:
* The nuances between SPLs and other
types of Framework Loans (see Table 3 for
further information);
e The SPL flag not always being available on
the EIB database (i.e. alegacy issue)'?;
and
* The incorrect application of the flag since
it was deployed.
Sampling for The sample of SPLs selected for individual | The aim of the sample is to be illustrative but

the evaluation

evaluation and phone interviews is not
representative of the entire population of
SPLs. Similarly, the sample of individual
projects selected within an SPL operation for
site visits is not representative of the entire
population of projects supported by the SPL in
question.

not statistically representative of the portfolio.
As such, a purposive sampling approach was
applied on the basis of a variety of criteria. In
addition, sufficient coverage was sought as
half of the fully or partially signed operations
within the SPL portfolio were covered by either
a site visit or a phone interview.

Assessing the
contribution of
SPLs to EU
Cohesion
Policy
objectives

SPLs support the national co-financing of a set
of projects within an investment programme
supporting an OP(s). The extent to which the
achievement of OPs’ objectives can be
attributed to an SPL is complex to determine
from a methodological standpoint.

The evaluation deploys a contribution
analysis, whereby SPLs are considered to
have contributed — albeit to a non-quantifiable
degree — to broader impacts at the level of
OPs if the following three conditions are met:
(i) the EIB has disbursed the loan, (ii) the
projects co-financed have been completed
and are financially and operationally
sustainable, and (iii) existing evaluations of
OPs confirm that they have achieved their
expected objectives.

Source: EV

1.5 Structure of this report

The remainder of this report is structured as follows:

e Section 2 lays down the policy backdrop for this evaluation as it provides an overview of
EU Cohesion Policy and its delivery system, as well as the EIB Group’s role in EU
Cohesion Policy;

e Section 3 describes the EIB’s SPLs in terms of their expected effects and lifecycle, and
provides an overview of the EIB’s portfolio of SPL operations;

e Section 4 provides the main findings from the individual evaluation of a sample of SPL
operations;

Section 5 evaluates the relevance and financial contribution of SPLs;

Section 6 evaluates the effectiveness and sustainability of SPLs;

Section 7 evaluates the efficiency of SPLs and the EIB’s lifecycle management of them;
Section 8 details (i) the conclusions that draw on the findings of the evaluation, and (ii) the

recommendations, which derive from the conclusions, and aim to improve the EIB’s SPLs
for the remainder of the 2014-20 programming period and beyond.

0 In order to improve the flagging of SPL operations, Services proposed that, going forward, SPLs should
be classified in EIB systems as a “financing sub-type” for Framework Loans. This proposal, at the time
of writing, has not yet been implemented.

1 The sampling approach and the SPLs falling within the sample are detailed in section 4.
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2. EU COHESION POLICY AND ITS DELIVERY SYSTEM

EU Cohesion Policy'? is an expression of solidarity between EU Member States, as it aims to
reduce economic and social disparities across Member States and their regions. To fulfil this goal,
the EU — for the last two multiannual financial frameworks (MFF) — has allocated approximately
one third of its budget to regions qualifying for support under Cohesion Policy '3, and seeks to use
these financial resources to catalyse public and private funding, thereby increasing the impact of
Cohesion Policy 415,

The delivery system for EU Cohesion Policy is the combination of legal requirements and
procedures applicable to the effective and efficient investment of EU resources in this policy
area'®. This section provides further detail on the components comprising the delivery system for
EU Cohesion Policy (see Figure 4) and the possible future of EU Cohesion Policy, before
elaborating on the EIB Group’s contribution to the delivery system and EU Cohesion Policy as a
whole.

Figure 4 - Overview of the delivery system for EU Cohesion Policy

2. Implementation

1. Programming 4. Evaluation
Financial

Project selection management
and control

Monitoring and
reporting

3. Compliance

Source: EV

21 Programming

Programming aims to inter alia convert EU Cohesion Policy objectives into strategic priorities and
indicative actions, appropriate financial allocations and adequate management and control
systems. It is carried out by Member States and their regions in partnership with the EC; a system
known as “shared management”.

The stages in the programming of Cohesion Policy are as follows'":

e The policy, budget and the rules for its use are jointly decided by the Council of the
European Union and the European Parliament on the basis of a proposal from the EC;

e The principles and priorities of Cohesion Policy are distilled through a process of
consultation between the EC and the Member States;

e The EC works with Member States as they formulate their strategic documents (National
Strategic Reference Frameworks for the 2007-13 programming period and Partnership
Agreements for the 2014-20 programming period). These strategic documents provide an
overview of how Cohesion Policy budget commitments will be used in each Member State

12 Often referred to as Regional Policy.

3 In terms of total commitment appropriations, EU Cohesion Policy accounted for EUR 348 bn of the
EUR 976 bn budget for the 2007-13 MFF, and accounts for EUR 371 bn of the EUR 1,087 bn budget for
the 2014-20 MFF (as of 31 January 2018).

4 EC. (2014). The European Union Explained: Regional Policy - Making Europe’s regions and cities more
competitive, fostering growth and creating jobs.

5 EC. (2016). Investing in regions and cities: EU Cohesion Policy 2014-2020.

6 KPMG and Prognos. (2016). Work Package 12: Delivery System — Final Report, Ex post evaluation of
Cohesion Policy programmes 2007-2013, focusing on the ERDF, the ESF and the Cohesion Fund, p.43.

7 EC. (2014). The European Union Explained: Regional Policy - Making Europe’s regions and cities more
competitive, fostering growth and creating jobs.
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during the respective programming periods. “The EIB may, at the request of Member
States, participate in the preparation of these strategic documents™’s,

e Member States present the EC with draft OPs breaking down objectives into areas for
action. The EC negotiates with the national authorities on the final content of the strategic
documents and each OP.

2.2 Implementation

OPs are detailed multi-annual plans in which the Member States set out how money from the
European Structural [and Investment] Funds will be spent during a seven year programming
period. They are implemented by the Member States and their regions, and follow these
stages19.20.21;

e Project selection - projects that contribute to the fulfilment of OP objectives are selected
on the basis of defined criteria. This work falls under the responsibility of Managing
Authorities (MAs) in each Member State and/or region. With regard to selecting projects:
“The EC may request the EIB to examine the technical quality, economic and financial
sustainability, and the viability of major projects and to assist it as regards the Financial
Instruments to be implemented or developed”?2;

e Financial management — the EC commits funds in order to allow the Member States to
start spending on their programmes. The E