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SOUTH EAST ENGLAND DEVELOPMENT AGENCY

BOARD MEETING ON 18 September 2008

ITEM 8
EUROPEAN INVESTMENT BANK (EIB)
Purpose of the Meeting

To discuss with Simon Brookes, Vice President of EIB, the objectives, priorities and operational approach of the EIB and to explore how SEEDA and the Bank can best work together to maximise investment in the South East to help meet RES objectives.

Background
Jim Brathwaite met with Simon Brookes for an initial discussion on potential collaboration between SEEDA and the EIB.

This was followed up by a meeting between SEEDA (Jeff Alexander, Lee Amor, Julie Kapsalis & James Ruel) and the EIB on 28th August. As part of this ongoing engagement and to reflect joint priorities for investment, Simon Brooks will attend the September SEEDA Board Meeting.

EIB Mission (a separate background paper is attached)
The EIB’s mission is to further the objectives of the European Union by making long-term finance available for sound investment. 
The operational strategy of the Bank is:

· To finance viable capital projects which further EU objectives 

· To borrow on the capital markets to finance these projects 

Next Steps

Further to the meeting on 28th August, a series of areas for potential collaboration are being explored. Three key areas are highlighted below:
· Potential EIB support for the Regional Investment Fund (RIF) and Special Purpose Vehicles (SPVs)
· Potential engagement with Finance South East (FSE) and the Funding Escalator

· Brokering an EIB introduction to the National Enterprise Academy team
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EIB Background Paper

Mission

To further the objectives of the European Union by making long-term finance available for sound investment.  The EIB was created by the Treaty of Rome and their shareholders are the Member States. The Board of Governors is composed of the Finance Ministers of these States.

They provide service and value-added through:
· Appraisal and follow-up of investment projects and programmes
In order to receive support, projects and programmes must be viable in four fundamental areas: economic, technical, environmental and financial. EIB appraises each investment project thoroughly through to completion.

· Financing
Through the EIB lending operations and their ability to attract other financing, they widen the range of funding possibilities. Through EIB borrowing activities, they contribute to the development of capital markets throughout the Union.

· First-class terms and conditions
The Bank’s financial soundness derives from the strength and commitment of their shareholders, the independence of their professional judgements and their record of achievement. It enables them to borrow at the finest terms, which are passed on in their lending conditions.

· Working in partnership with others
EIB policies are established in close coordination with the Member States and the other Institutions of the EU. They also cooperate closely with the business and banking sectors and the main international organisations in their field.

The operational strategy of the Bank is:

· To finance viable capital projects which further EU objectives 

· To borrow on the capital markets to finance these projects 

Within the EU, the EIB has six priority objectives for its lending activity which are set out in the Bank’s business plan:

1) Cohesion & Convergence

This area focuses on supporting developments in the less favoured regions and in particular to meet the challenges of enlargement.  In 2006, EUR 20.2 billion were devoted to projects located in assisted areas.

The main sectors for lending were:

· transport and telecommunications infrastructure 

· investment in industry and the services sector 

· urban infrastructure 

· health and education infrastructure 

2) Support for SMEs

One of the EIB's key operational priorities is to support investment by SMEs. The European Union has 23 million enterprises with fewer than 250 employees, making up 99% of businesses and employing over 100 million people.

In late 2007, the EIB Group conducted an extensive survey of banking partners, public authorities and SMEs in order to better understand the SME financing market in the 27 EU Member States. At the instigation of its Board of Governors, which met on 3 June 2008, the EIB Group now intends to introduce new procedures to support SMEs, to simplify its financing facilities, make them more transparent and tailor them better to the needs of small businesses throughout Europe and elsewhere in the world.

Among the SME facilities currently offered by the EIB Group, the most common are:

· SME credit lines established by the EIB in cooperation with local banks 

· EIF venture capital facilities 

· EIF blanket guarantees in support of SMEs 

· the JEREMIE initiative: (Joint European Resources for Micro to Medium Enterprises

3) Environmental Sustainability

The EIB focuses on five areas of interest for its environmental lending. These are based on the four key priorities of the EU 6th Environment Action Programme "Environment 2010: our future, our choice" and on the Commission’s new Urban Environment strategy:

· Improving the quality of life in the urban environment, particularly through urban renewal and sustainable urban transport projects 

· addressing environmental and health issues (e.g. reduction of industrial pollution, provision of water and wastewater treatment) 

· tackling climate change, including energy efficiency and renewable energy 

· protecting nature and wildlife 

· preserving natural resources and managing waste (including minimisation, recycling, re-use and disposal of domestic, commercial and industrial waste)

The EIB will support new strategies in the EU environmental policy wherever possible within its environmental lending framework.

4) Innovation

With the establishment of the Lisbon Agenda in 2000, the European Union set itself the strategic goal of establishing a competitive, innovative and knowledge-based European economy, capable of sustainable economic growth with more and better jobs and greater social cohesion by 2010.

The Innovation 2010 Initiative (i2i) was launched by the EIB Group in response to the Lisbon agenda.

i2i Objectives

i2i focuses on three objectives paving the way for technological modernisation and the tailoring of human capital to the European economy of tomorrow.

These objectives are:

· Improving access to quality Education and training 

· Supporting excellence in Research, Development and Innovation 

· Promoting the diffusion of Information and communications technology (ICT) networks, including audiovisual activities 

Through the European Investment Fund (EIF), support to innovative SMEs and entrepreneurship is ensured, notably through venture capital activities.

Financing Facilities

To stimulate investment in innovation, i2i disposes of:

· senior loans 

· loans or guarantees with a low and sub-investment grade risk profile through the Risk Sharing Finance Facility (RSFF); 

· EIF equity participations and counter-guarantees designed to stimulate the creation and development of innovative SMEs by providing equity in the form of venture capital or facilitating access to bank credit. 

5) Trans-European Networks
The Trans-European Networks (TENs) are large infrastructure networks of transport, energy and telecommunications underpinning the developmental and integration goals of the European Union.

TENs facilitate:

· The economic and social integration of the Union 

· Free movement of people and goods 

· The development of less favoured EU areas 

The trans-European transport, energy and telecommunications networks cover the whole of the Union of 27 Member States.

6) Sustainable, Competitive & Secure Energy

Energy is at the top of the EU policy agenda, in relation to:

· security of supply 

· climate change considerations 

· competitiveness 

Energy financing is one of the EIB strategic lending priorities both inside and outside the EU (Corporate operational Plan 2007-2009).

EIB Activity in the South East
A project in Hastings is currently under review and appraisal for EIB funding. The details are as follows:
Beneficiary: Hastings College of Arts & Technology

Description: The Project concerns the relocation of the current three College campuses to two newly developed sites at Station Plaza and Ore Valley, both in Hastings. The two new facilities will provide more than 27,000 m² of useable space. These new sites and their improved facilities will be much better suited to meet the needs of the College and its growing student base.

Objectives: The Project is a core part of an ongoing investment programme at Hastings College to expand, improve and rationalise its infrastructure, in order to provide the growing student population with an improved learning environment, a better quality of education, and to expand accommodation facilities.

Proposed EIB finance: Up to GBP 7 million. (under an existing Education Framework Facility with Barclays Bank plc, London) 

Total cost: Up to GBP 92 million. 
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