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WRITTEN QUESTIONS

TO EIB DIRECTOR-GENERAL

LUCA LAZZAROLI

Hearing of 01 December 2020

Questions on EIB and its development activities

We are currently in the midst of discussions at European level on the creation of a single
entity - the “EU Development Bank” – which would coordinate Europe's development efforts
and the EIB now plans to strengthen its development role by creating a dedicated agency for
this purpose. Although not a development bank in itself, the EIB is a major player in the
implementation of European external policies, with 10% of its loans outside the European
Union. In total, 7-10 billion is spent annually by the EIB outside the EU. The NGOs Counter
Balance and Bankwatch recently published an extremely well documented and very critical
report1 on the Development component of the EIB: 1) the Bank supports projects that violate
human rights due to its lack of human rights due diligence; 2) the EIB supports an extractivist
development model, setting aside infrastructures that would comply with social and
environmental justice; 3) It favours a financing model which consists of mobilizing scarce
public funds to trigger private investments, de facto subsidizing large companies and
multinationals and allowing them to make profits in the poorest regions of the world and so
on. As a result, the EIB ends up supporting projects that have a devastating impact on people
and the environment, often without ensuring meaningful community participation. Since
2019, 70% of complaints lodged with the EIB's internal mechanism have concerned projects
outside the EU, for environmental or social issues.

1. Is the Commission aware about these conclusions?

Currently, a large part of the EIB's operations, in this case those which are not financed or
covered by the EU budget, do not fall within the audit mandate of the European Court of
Auditors (ECA). In other words, the external component concerning the EIB's development
activities (ie the EDF "investment facility" component) is beyond the ECA control.

1 https://counter-balance.org/publications/is-the-eib-too-faulty-to-become-the-eu-development-bank
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2. What the Commission responds to the repeated requests from the European Parliament
that the European Court of Auditors be empowered to audit all EIB operations, and that
these audits be made public?

Reply to question 1

 For nearly 60 years, the EIB has been functioning as the EU’s development bank outside
the EU under mandate from the EU and its Member States. Owned by the EU Member
States, the EIB is the natural vehicle for delivering EU external investment financing,
supporting EU external policy as well as its development priorities and values.

 The projects that we support aim to develop industry, innovation and infrastructure, with
the ultimate goal of addressing imbalances and promoting a stable economy in our partner
countries. EIB projects create jobs, generate cheaper and cleaner energy, and bring about
greater gender equality and regional integration.

 The Bank’s External Lending Mandates (ELM) and ACP Investment Facility (IF) have
been consistently assessed by independent evaluators as highly efficient instruments with
a strong track record that deliver on the policy objectives set by the European
Commission, the European Parliament, and EU Member States. In addition, the EIB
presents reports on the EIB activities in the ACP region on a yearly basis.

 The EIB has a large presence and expertise in developing countries across the world, is
also active in the most difficult countries – fragile states and Least Developed Countries
(exposure in 43 of 59 LDCs and fragile states), and invests about equally in the public
private sectors to help countries create balanced, resilient economies.

 In its capacity as an EU body, the EIB is directly bound by the EU Charter of
Fundamental Rights, an instrument which enjoys the rank of an EU Treaty, in accordance
with Article 51 (1) of the Charter. In contrast to other international financial institutions
and multilateral development banks, the EIB is embedded in the institutional framework
of the EU. The EIB is committed to respecting human rights, including the rights to
freedoms of expression, assembly and association, throughout its investments. Moreover,
the Bank fully acknowledges the inherent value of these rights as well as the important
role that civil society can play in their promotion and protection.

 Human rights impact assessments are included in EIB standard Environmental & Social
assessments and are required from our promoters. Stand-alone human rights assessments
are not carried out as such, but the EIB has never stopped assessing the human rights
aspects of its projects. An integrated approach enables an interrelated analysis of
environmental, social and human rights impacts.

 The Bank has indeed taken the current revision of its Environmental and Social
Framework as an opportunity to clarify and strengthen language regarding its human
rights obligations. The EIB pursues an integrated human rights-based approach to its
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Environmental and Social due diligence and conducts a human rights-responsive due
diligence process whereby risks and impacts are screened and assessed against its
Environmental and Social Standards, which in turn are grounded in human rights
principles. The process is guided by considerations of likelihood, frequency, and severity
of human rights impacts, accordingly ordering the prioritisation of mitigation measures.
The Bank acknowledges the challenges in application of a human rights-sensitive due
diligence, and therefore makes continuous efforts to promote and enhance institutional
learning and capacity in this area.

 The Bank has developed and will publish a guidance note by the end of this year to
support promoters in their efforts to undertake meaningful stakeholder engagement, with
regards to environmental, climate and/or social risks and impacts and the proposed
measures and actions to address them. As we review our social and environmental
standards we will be inviting all our stakeholders, including civil society groups, to join
us in what will be an important public consultation. This should take place in the first half
of 2021.

 Achieving the Sustainable Development Goals (SDGs) requires the closing of a huge
annual financing gap: taking infrastructure in developing countries as an example it is
estimated at around one trillion Euros. Countries are currently filling only about 10 per
cent of this gap, mostly in grants. Climate change and challenges posed by migration also
require massive investment to build economic resilience.

 No amount of public money is going to be enough to help meet the SDGs. We need to
focus on ‘crowding-in’ private sector finance. Europe must therefore be able to offer
development finance solutions at increasing scale in competition with other geopolitical
actors in the form of innovative blended packages of advisory services, grant financing,
investment guarantees and loans. It is in this context that an EU development bank would
have an immediate, significant, and resource-efficient impact. This new institution would
provide the EU with a stronger voice on issues where member states share a common
ambition that is not sufficiently considered at the global and regional levels, such as
supporting societal resilience in fragile countries and promoting climate action.

 The EU needs to set a new course for development, and send a strong signal that Europe
is ready to play its role in the world. Our history, principles, and ambition demand
nothing less.

Reply to question 2

 In ratifying the EU Treaties, including the EIB Statute, the Member States have
deliberately established the EIB as a legally separate and self-financed institution, and
have entrusted the audit task regarding the EIB’s own resources to the EIB Audit
Committee. The Audit Committee consists of independent external experts with the
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necessary skills set to effectively discharge its statutory responsibilities. The members of
the Audit Committee are appointed by the Bank’s Board of Governors, i.e. by ministers
from the Member States; their appointment therefore takes place at the same level as that
of ECA members, who are equally appointed by ministers from the Member States
(meeting in the Council). Over the recent years, the oversight function of the Audit
Committee has been further strengthened to ensure that the EIB’s activities are conducted
in a proper manner and in full alignment with the requisite regulatory standards and other
best practice requirements.

 The ECA tasked with the audit of the Union budget. Its rights regarding the EIB are
defined by Article 287(3) of the Treaty on the Functioning of the European Union. They
are strictly limited to the Bank’s management of Union expenditure and revenue (i.e. the
EIB’s activity under EU mandates). Expanding the ECA’s remit over the EIB’s own
resources would require a Treaty amendment.

 The modalities of ECA audits are governed by a Tripartite Agreement between the
Commission, the ECA and the EIB, which is based directly on Article 287(3) of the
TFEU, and its scope is also, necessarily, limited to audits of the EIB’s management of
Union budget funds. The Treaties recognise that there can be an overlap between the
remits of the ECA and the Audit Committee, respectively, but they expressly do not
abolish or displace the Audit Committee – instead, they provide for the conclusion of a
Tripartite Agreement, i.e. a legal instrument to be agreed by all the parties, to govern the
ECA’s audit activities. Even in the absence of such an agreed instrument, the TFEU does
not grant the ECA full audit rights over the EIB, but limits itself to establishing a basic
principle which will govern ECA audits of the EIB’s mandate activity while the Audit
Committee’s prerogatives are still safeguarded.

 The rights conferred on the ECA with respect to Union budget funds are horizontally
applicable to any funds managed by the EIB which stem from the general budget of the
Union and are entrusted to it under mandate and guarantee agreements between the
Commission, representing the Union, and the Bank.


