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Additionality: The EU SME Guarantee facility is intended to provide additional access to finance for SMEs 
and not to substitute for state spending. Additionality will typically occur if lending volumes increase 
when compared to a scenario without EU intervention.

CIP :  The Competit iveness and Innovation Framework Programme was established by Decision 
No 1639/2006/EC of the European Parliament and of the Council covering the period 2007–13. It is a 
programme launched by DG ENTR and DG ECFIN, managed by the EIF under the supervision of DG ECFIN 
to foster entrepreneurship and innovation of EU SMEs. 

CIP Decision: Decision No 1639/2006/EC of the European Parliament and of the Council of 24 October 
2006 establishing a Competitiveness and Innovation Framework Programme (2007 to 2013)

DG ECFIN: Directorate-General for Economic and Financial Affairs at the Commission

DG ENTR: Directorate-General for Enterprise and Industry at the Commission

EIB: European Investment Bank

EIF: The European Investment Fund has been set up by the EIB to structure and grant specialised finan-
cial products, including venture capital, guarantee instruments for SMEs and securitisation. The EIF 
works with a network of financial intermediaries, many of which are specialised in SME finance. In the 
context of the CIP, the EIF can be seen as the operational manager of the SME Guarantee facility.

EIP: The Entrepreneurship and Innovation Programme is one of three pillars of the CIP framework to 
promote entrepreneurship and innovation.

Ex ante impact assessment: Commission Staff Working Document, Annex to the Proposal for a Decision 
of the European Parliament and of the Council establishing a Competitiveness and Innovation Frame -
work Programme (2007–2013), SEC(2005) 433.

Financial instruments: The financial intermediaries participating in the SMEG facility can be public 
guarantee institutions, mutual guarantee organisations, micro-finance institutions and commercial or 
publicity owned or controlled banks.

Financial intermediary: The financial intermediaries participating in the SMEG facility can be public 
guarantee institutions, mutual guarantee organisations, microfinance institutions and commercial or 
publicly owned or controlled banks. They may be direct lenders that provide loans to SMEs, or indirect 
guarantee organisations that either co-guarantee or counter-guarantee a loan portfolio, of one or sev-
eral direct lenders.

FMA: Fiduciary and Management Agreement of 20 September 2007 between the European Community 
and the EIF for the SMEG facility under the Competitiveness and Innovation Framework Programme 
(2007–13).

G & E: The Growth and Employment initiative established by Council Decision 347/1998/EC covering the 
period 1998–2000. The successor programme of G & E is the MAP.

Guarantee cap amount: The guarantee cap amount refers to the maximum amount of losses for which 
the EIF is liable under an EU guarantee.

GLOSSARY
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Guarantee cap rate: The guarantee cap rate is a pre-agreed rate at which the EIF’s liability is capped 
under a guarantee agreement. The amount of the EIF’s liability under a guarantee agreement (guarantee 
cap amount) can be calculated by multiplying the actual portfolio volume by the guarantee rate and the 
guarantee cap rate. 

For example, portfolio volume = 1 000; guarantee rate = 50 %; guarantee cap rate = 10 %. Thus, maxi-
mum EIF liability (guarantee cap amount) = 1 000 x 50 % x 10 % = 50.

Guarantee deal: Guarantee deals are the individual guarantee agreements between the EIF and a finan-
cial intermediary covering the activities performed on the basis of these agreements.

Impact: Longer-term socioeconomic consequences that can be observed after the completion of an 
intervention, which may affect either direct or indirect addressees of the intervention. 

Implementation report: The CIP Council decision stipulates that the Commission should draw up an 
annual implementation report for the framework programme and for each specific programme, examin-
ing the supported activities in terms of financial implementation, results and, where possible, impact. 
The Commission should communicate the annual implementation reports to the European Parliament, 
the Council, the European Economic and Social Committee and the Committee of the Regions.

Input: Financial, human and material resources that are mobilised for the implementation of an inter-
vention. 

Lisbon strategy: During the meeting of the European Council in Lisbon (March 2000), the Heads of State 
or Government launched a ‘Lisbon strategy’ aimed at making the European Union the most competitive 
economy in the world and achieving full employment by 2010.

MAP: The Multi-Annual Programme for Enterprise and Entrepreneurship covering the period 2001–06 
is an SME programme of DG ENTR managed by the EIF under the supervision of DG ECFIN. It was the 
predecessor programme of the CIP.

Maximum portfolio amount: The maximum portfolio amount is the maximum loan volume which may 
be covered by the EU guarantee. It is established by the EIF for each financial intermediary, taking into 
account various considerations such as the available EU budget and comparable past lending volumes. 

OECD: Organisation for Economic Cooperation and Development

Outcome: Change that arises from the implementation of an intervention and which normally relates to 
the objectives of this intervention. Outcomes include results and impacts. Outcomes may be expected 
or unexpected, positive or negative. 

Output: What is produced or accomplished with the resources allocated to an intervention. 

Reference volume: Reference volume represents the amount of guarantees or financing which the inter-
mediary could reasonably be expected to achieve in the absence of the EU guarantee.

Result: Immediate changes that arise for direct addressees at the end of their participation in an inter-
vention. 
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SME: Small and medium-sized enterprise. As per the Commission recommendation of 6 May 2003 con-
cerning the definition of micro, small and medium-sized enterprises, SMEs are defined as enterprises 
which employ fewer than 250 employees, which have an annual turnover not exceeding 50 million euro, 
and/or an annual balance sheet total not exceeding 43 million euro and which conform to the criterion 
of being an autonomous enterprise.

SMEG facility: SME Guarantee facility: a financial instrument managed by the EIF, providing guarantees 
or counter guarantees to financial intermediaries for loans granted by financial institutions to SMEs aim-
ing at increasing the SMEs’ debt financing supply.

SMEG windows: The four windows of the SMEG facility are:
• debt financing via loans or leasing,
• microcredit financing,
• guarantees for equity or quasi-equity investments in SMEs, and
• securitisation of SME debt finance portfolios.
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EXECUTIVE  
SUMMARY
I .
T h e  S M E  G u a r a n t e e  ( S M E G )  f a c i l i t y  i s  a 
f inancia l  instrument  managed by the Euro -
p e a n  I n v e s t m e n t  Fu n d  o n  b e h a l f  o f  t h e 
European Commiss ion and providing guar-
a nte e s  o r  co u nte r  g u a ra nte e s  to  f i n a n c i a l 
inter mediar ies  for  loans  granted by  f inan -
c ia l  inst i tut ions  to  SMEs  a imed at  increas -
ing the supply  of  debt  f inancing.

I I .
T h e  o b j e c t i ve  o f  t h e  Co u r t ’s  a u d i t  w a s  t o 
assess  the ef fec t iveness  of  the SMEG fac i l -
i t y,  n o t a b l y  t h e  d e s i g n  a n d  p l a n n i n g,  t h e 
m a n a g e m e n t  o f  i t s  o p e r a t i o n s  a n d  t h e 
achievement  of  i ts  objec t ives. 

I I I .
The Cour t  found that  the objec t ives  of  the 
current  SMEG faci l i ty  are  more precise  than 
u n d e r  t h e  p r e d e c e s s o r  p r o g r a m m e s ,  b u t 
they are  only  speci f ic ,  measurable,  achiev -
able  and t imed in  re lat ion to  the expec ted 
o u t p u t s .  T h e  i n t e r v e n t i o n  l o g i c  w a s  n o t 
m a d e  e x p l i c i t  a n d  l i m i t e d  q u a n t i f i c a t i o n 
o f  p o t e n t i a l  i m p a c t s  w a s  p ro v i d e d  a t  t h e 
planning stage of  the fac i l i t y. 
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VII .
T h e  C o u r t  r e c o m m e n d s  t h a t  t h e  p r o -
g r a m m e  l o g i c  s h o u l d  b e  m a d e  e x p l i c i t  i n 
a ny  s i m i l a r  f u t u re  i nte r ve nt i o n ,  a n d  a d d i -
t i o n a l  o r  b e t t e r  p e r f o r m a n c e  i n d i c a t o r s 
c o n s i d e r e d .  T h e  s e l e c t i o n  o f  p o t e n t i a l 
f i n a n c i a l  i n t e r m e d i a r i e s  s h o u l d  b e  b a s e d 
o n  m i n i m u m  r e q u i r e m e n t s  f o r  t h e  c r i t
er ia  that  have  to  be  fu l f i l led  by  the  appl i -
c a nt s  a n d  a  s co r i n g  s ys te m  s h o u l d  b e  p u t 
in  place to  make the appl icat ions  compar
a b l e .  A p p r o p r i a t e  m e a s u r e s  t o  m i n i m i s e 
d e a d we i g h t  s h o u l d  b e  e nv i s a g e d.  D u r i n g 
t h e  p l a n n i n g  p e r i o d ,  t h e  E U  a d d e d  v a l u e 
o f  t h e  i n s t r u m e n t  s h o u l d  b e  c l e a r l y  d e m -
onstrated. 

IV.
T h e  f r a m e w o r k  f o r  t h e  m a n a g e m e n t  o f 
dai ly  operat ions is  considered appropr iate, 
but  does  not  inc lude scor ing standards  or 
minimum requirements  for  the selec t ion of 
f inancia l  intermediar ies. 

V.
S u f f i c i e n t  o u t p u t  i n d i c a t o r s  w e r e  e s t a b -
l i s h e d ,  w h i c h  w e r e  u s e d  t o  r e p o r t  o n 
SMEG’s  implementat ion.  Repor t ing require -
ments  are  sat is fac tor y  and accepted by the 
f inancia l  intermediar ies. 

VI.
Th e  o n l y  q u a nt i f i e d  t a rg e t  re l at i n g  to  t h e 
n u m b e r  o f  S M E s  t o  b e  r e a c h e d  w i t h  t h e 
SMEG fac i l i t y  i s  atta inable.  Concerning the 
p u r p o s e  o f  t h e  l o a n s  g r a n t e d ,  l e s s  t h a n 
h a l f  w e r e  g i v e n  t o  S M E s  t h a t  l a c k e d  c o l -
l a te ra l  a n d  o n l y  1 2  %  we re  g i ve n  to  S M E s 
that  used them for  innovat ive investments. 
The analys is  of  the Cour t ’s  sample of  loans 
i d e n t i f i e d  a  d e a d w e i g h t  o f  3 8  % .  T h e  E U 
added value of  the  fac i l i t y  was  not  c lear ly 
demonstrated before  i t  was  launched nei -
ther  is  i t  indicated in  the guarantee agree -
ments  with the f inancia l  intermediar ies.

EXECUTIVE 
SUMMARY
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INTRODUCTION

S M E s A N D  ACC E S S  TO  F I N A N C E

1. 	 Smal l  and medium-sized enterpr ises  (SMEs)  are  the back bone 
of  the EU economy 1,  represent ing 99 % of  a l l  enterpr ises  and 
p rov i d i n g  7 5  m i l l i o n  j o b s  i n  t h e  Eu ro p e a n  U n i o n 2.  H owe ve r, 
t h e  f i n a n c i a l  m a r k e t s  a re  wa r y  o f  i nve s t i n g  i n  n e w  o r  yo u n g 
SMEs which are perceived as  high-r isk  investments,  especial ly 
i f  they  are  in  innovat ive  mar kets .  According to  the  Obser va-
tor y of  European SMEs 3,  l imited access to f inance is  a  problem 
for  SMEs in Europe.  The publ ic  sec tor  has an impor tant  role  to 
play  in  suppor t ing the SME sec tor,  in  par t icular  the provis ion 
of  suitable  f inancing. 

2. 	 SME pol ic y  i s  a  key  e lement  of  the L isbon strategy a iming to 
make Europe a  more attrac t ive  place to  invest  and work 4.  The 
L isbon st rategy  st ressed that  entrepreneur ia l  in i t iat ives  and 
i n n ovat i o n  m u s t  b e  s t i m u l ate d  a n d  e n co u ra g e d.  Th e re fo re  a 
f r i e n d l y  e nv i r o n m e n t  s h o u l d  b e  c r e a t e d  fo r  s t a r t i n g  u p  i n -
novat ive  businesses,  especia l ly  SMEs 5.  One of  the EU suppor t 
measures  to  SMEs  fac i l i tates  thei r  access  to  ex ter nal  f inance 
and is  k nown as  the SME Guarantee (SMEG)  fac i l i t y. 

3. 	 The SMEG fac i l i t y  was  establ ished in  Oc tober  2006 as  par t  of 
t h e  Co m p e t i t i ve n e s s  a n d  I n n ovat i o n  Fra m e wo r k  Pro gra m m e 
(CIP) 6.  I t  or iginates in Council  Decision 98/347/EC on measures 
of  f inancial  assistance for  innovative and job- creating SMEs — 
Growth and Employment (G & E) ,  which was continued as  par t 
of  the subsequent Mult i-Annual  Programme for Enterprise and 
Entrepreneurship  (MAP) 7 establ i shed in  2001.  Under  the  C IP, 
the  SMEG fac i l i t y  i s  one of  the  Communit y ’s  f inancia l  instru -
ments  which were launched under  the Entrepreneurship and 
I nnovat ion Programme (E IP)  (see A n n e x  I ) . 

1	 ‘Giving SMEs the credit 

they need’, The magazine of 

enterprise policy, European 

Commission, 12.2.2009.

2	 COM(2005) 551 final, 

10.11.2005.

3	 Observatory of European 

SMEs, Analytical Report, 

November 2006–January 2007, 

Flash Eurobarometer. 

4	 COM(2005) 24 final, 2.2.2005.

5	 Lisbon European Council 

23 and 24 March 2000, 

Presidency conclusions. 

6	 Decision No1639/2006/EC of 

the European Parliament and of 

the Council of 24 October 2006 

establishing a Competitiveness 

and Innovation Framework 

Programme (2007 to 2013)  

(OJ L 310, 9.11.2006, p. 15).

7	 Council Decision 2000/819/

EC of 20 December 2000 on a 

multiannual programme for 

enterprise and entrepreneurship, 

and in particular for small and 

medium-sized enterprises 

(SMEs) (2001–2005) (OJ L 333, 

29.12.2000, p. 84).
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4. 	 T h e  E I P  h a s  w i d e - r a n g i n g  o b j e c t i v e s :  ‘ t o  i m p r o v e  a c c e s s  t o 
f inance  for  the  s tar t -up and growth of  SMEs  and investment 
i n  i n n ovat i o n  a c t i v i t i e s ’.  Th e  S M E G  f a c i l i t y  e n co m p a s s e s  d i f -
fe re n t  t y p e s  o f  g u a r a n t e e  s c h e m e s,  e a c h  a i m i n g  t o  s u p p o r t 
entrepreneurship through the enhancement  of  SME access  to 
f inance.  I t  comprises four different schemes (or ‘windows’) ,  the 
loans  and leases  window,  the microcredit  window,  the equit y 
and quasi - equit y  window and the secur i t isat ion window.

5. 	 T h e  S M E G  f a c i l i t y  w a s  a l l o c a t e d  9 7 8  m i l l i o n  e u r o  f o r  t h e 
p e r i o d  1 9 9 8  t o  2 0 1 3  u n d e r  t h e  t h r e e  s u c c e s s i v e  f r a m e w o r k 
p r o g r a m m e s  (G   &   E ,  M A P  a n d  C I P ) .  A t  t h e  e n d  o f  2 0 0 9 ,  t h i s 
budget  guaranteed a  total  loan por t fol io  of  10 ,6  bi l l ion euro 
(see Ta b l e   1 ) .

TA B L E  1
S M E G  FAC I L I T Y  O V E R A L L  B U D G E T

Budget
(million euro)

Guaranteed loan portfolio
 as at the end of 2009

(million euro)

SMEG 1998 (G&E) 187 2 402

SMEG 2001 (MAP) 281 4 642

SMEG 2007 (CIP) 5101 3 534

Total 978 10 578

1	 Indicative budget for SMEG at the start of the CIP. The allocation of budgets between the different types of 
financial instruments is done on an annual basis.

Source: ECA based on various reports from the European Commission and the European Investment Fund.
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6. 	 �510 mi l l ion euro are  earmarked under  the current  CIP  for  the 
p e r i o d  2 0 0 7  t o  2 0 1 3 .  T h e  b u d g e t  i s  o n l y  d r a w n  u p o n  w h e n 
g u a ra nte e d  l o a n s  d e f a u l t ,  a n d  fo r  e a c h  i nte r m e d i a r y  a  m a x-
i m u m  E U  b u d g e t  l i a b i l i t y  i s  f i xe d .  U n t i l  3 1  D e c e m b e r  2 0 0 9 
the  tota l  amount  of  guarantee  ca l l s  made under  the  CIP  was 
1 , 7   m i l l i o n  e u r o .  Fo r  a  d e t a i l e d  b r e a k d o w n  o f  t h e  r e s u l t s 
achieved by the fac i l i t y  under  the CIP,  see Ta b l e  2 .

T H E  M A I N  F E AT U R E S  O F  T H E  S M E G  FAC I L I T Y

7. 	 T h e  o p e r a t i o n a l  m a n a g e m e n t  o f  t h e  S M E G  f a c i l i t y  i nv o l v e s 
several  par t ies  (see Fi g u r e  1 ) .

TA B L E  2
R E S U LT S  AC H I E V E D  BY  T H E  S M E G  FAC I L I T Y  U N D E R  T H E  C I P  —  K E Y  F I G U R E S 
A S  AT  31 D E C E M B E R  2009

Total Loan window Microcredit window

Number of intermediaries 21 17 4

Number of agreements 25 21 4

Countries covered 13 11 4

Number of SMEs 58 767 50 476 8 314

Number of loans 64 327 55 796 8 531

Number of employees (estimated at inclusion date) 217 134 204 155 13 004

EU guarantee in million euro 3 534 3 306 228

Net called guarantees in million euro 1,7 0,8 0,9

Loan amount in million euro 3 793 3 695 98

Investment amount in million euro 6 849 6 692 157

Estimated SME financing guaranteed in million euro 11 610 11 264 346

Source: ‘Quarterly Report 31 December 2009 — SMEG 2007 facility’, the European Investment Fund.
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8. 	 �Two  d i re c to rate s - g e n e ra l  at  t h e  Eu ro p e a n  Co m m i s s i o n ,  p l u s 
t h e  Eu ro p e a n  I nve s t m e nt  Fu n d  ( E I F ) 8,  a re  a l l  i nvo l ve d  i n  t h e 
design,  management and monitor ing of  the SMEG faci l i ty.  The 
Direc torate - General  for  Enterpr ise  and I ndustr y  (DG ENTR)  i s 
the  coordinator  of  the  legal  bas is ,  prepares  the  annual  wor k 
p ro gra m m e s  a n d  i m p l e m e n t a t i o n  re p o r t s  o f  t h e  v a r i o u s  C I P 
pi l lars  and is  responsible for  organising the programme evalu-
a t i o n s .  T h e  D i re c t o r a t e - G e n e r a l  fo r  E c o n o m i c  a n d  Fi n a n c i a l 
A f f a i r s  ( D G  E C F I N )  h a s  t h e  d i r e c t  m a n a g e m e n t  r e s p o n s i b i l
i t i e s  fo r  S M E G ,  b e i n g  i n  c h a rg e  o f  n e g o t i at i n g  t h e  Fi d u c i a r y 
a n d  M a n a g e m e nt  Agre e m e nt  ( FMA)  w i t h  t h e  E I F 9,  a p p rov i n g 
f inancia l  intermediar ies,  monitor ing cash movements  on the 
t rust  accounts  and ensur ing that  funds are  spent  in  l ine  with 
the CIP ’s  objec t ives.  

8	 The EIF is the European Union 

body specialised in providing 

guarantee instruments and risk 

capital for SMEs.

9	 Fiduciary and Management 

Agreement dated 20.9.2007 

between the European 

Community and the EIF for 

the SMEG facility under the 

Competitiveness and Innovation 

Framework Programme 

(2007–13).

F I G U R E  1

Source: European Court of Auditors.

O V E R V I E W  O F  T H E  S M E G  P R O C E S S  F LO W

entrusts

SME s SME s

provides guarantee

guarantee calls if loan defaults

pays guarantee calls

pays guarantee calls

guarantee calls if loan defaults
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co-guarantees (or)  
guarantees

EU represented	
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(DG ENTR and DG ECFIN)
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9. 	 �The EIF provides guarantees to f inancial  intermediaries aiming 
to improve their  lending capacity and,  therefore,  the avai labi l-
i t y  and terms of  loans  towards  SMEs.  The E IF  s igns  guarantee 
agreements in i ts  own name,  on behalf  of  the Commission and 
at  the r isk  and cost  of  the Union budget.  I n  order  to  a l low the 
Commission to monitor the faci l ity,  the EIF repor ts to DG ECFIN 
on the progress  achieved on a  quar ter ly  bas is .

10. 		 The f inancial  intermediar ies  par t ic ipat ing in the SMEG faci l i ty 
are publ ic  guarantee inst i tut ions,  mutual  guarantee organisa -
t i o n s ,  m i c ro f i n a n c e  i n s t i t u t i o n s  a n d  c o m m e rc i a l  o r  p u b l i c l y 
ow n e d  o r  c o n t ro l l e d  b a n k s .  Th e y  c a n  b e  d i re c t  l e n d e r s  t h a t 
provide loans to SMEs or indirect guarantee organisations that 
e i ther  co - guarantee or  counter- guarantee 10 a  SME loan por t
fol io of one or several  direct lenders.  Each guarantee deal11 de -
termines  speci f ic  target  volumes for  the loans  to  be achieved 
by the f inancia l  intermediar y. 

11. 	 S M E s  h a v e  t o  m e e t  t h e  C o m m i s s i o n’s  S M E  d e f i n i t i o n  t o  b e 
e l i g i b l e  fo r  a  g u a r a n t e e  u n d e r  t h e  S M E G  f a c i l i t y.  A n  S M E  i s 
d e f i n e d  a s  a n  e nte r p r i s e  w h i c h  e m p l oys  fe we r  t h a n  2 5 0  e m -
ployees  and which  has  an  annual  tur nover  not  exceeding 50 
mil l ion euro and/or  an annual  balance sheet  total  not  exceed-
ing 43 mi l l ion euro.  I t  must  a lso  sat is fy  the cr i ter ion of  being 
an autonomous enterpr ise 12.

10	 A co-guarantee provides a 

second guarantee in addition 

to the main guarantee to the 

lender, whereas a counter-

guarantee guarantees part of the 

first guarantor’s guarantee. 

11	 ‘Guarantee deals’ are the 

individual guarantee agreements 

between the EIF and a financial 

intermediary and the activities 

performed on the basis of these 

agreements. 

12	 Commission 

Recommendation 2003/361/EC 

of 6 May 2003 concerning the 

definition of micro, small and 

medium-sized enterprises  

(OJ L 124, 20.5.2003, p. 36). 
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12. 	 The objec t ive of  the Cour t ’s  audit  was to  assess  the ef fec t ive -
n e s s  o f  t h e  S M E G  f a c i l i t y  by  a d d re s s i n g  t h e  fo l l ow i n g  a u d i t 
quest ions :

οο H a s  t h e  C o m m i s s i o n  d e s i g n e d  t h e  S M E G  f a c i l i t y  a n d  i t s 
management structure in a coherent and effective manner?

οο Have the Commiss ion and the E IF  establ ished and appl ied 
ef fec t ive  procedures  to  se lec t  appropr iate  f inancia l  inter -
m e d i a r i e s  a n d  t o  m o n i t o r  t h e  p e r f o r m a n c e  o f  t h e  S M E G 
fac i l i t y?

οο Have the SME guarantee deals  contr ibuted to  the achieve -
ment  of  the pol ic y ’s  objec t ives? 

13. 	 The audit  examined the roles  and responsibi l i t ies  of  a l l  main 
par t ies  involved in  the  SMEG fac i l i t y  — the Commiss ion,  the 
E IF  and the  f inancia l  inter mediar ies .  The main  focus  was  the 
S M E G  f a c i l i t y  u n d e r  t h e  C I P  ( 2 0 0 7 – 1 3 ) ;  t h e  S M E G  u n d e r  t h e 
MAP was used for  the purpose of  compar isons  with the CIP. 

14. 	 The audit  covered the fol lowing:

οο an assessment of  whether the SMEG objectives were SMART 
a n d  w h e t h e r  t h e  d e s i g n  a n d  p l a n n i n g  o f  t h e  f a c i l i t y  w a s 
l ikely  to  achieve ef fec t ive  results ;

οο a n  e v a l u a t i o n  o f  t h e  m a n a g e m e n t  o f  t h e  S M E G  f a c i l i t y ’s 
operations,  comprising an assessment of the f inancial  inter
mediar y  selec t ion procedures  and the Commiss ion and EIF 
repor t ing and monitor ing procedures ;

οο vis i ts  to  nine f inancia l  intermediar ies 13 (out  of  the 14 that 
were contrac ted at  the audit  planning stage in  June 2009) . 
T h e y  w e r e  s e l e c t e d  a c c o r d i n g  t o  t h e  f o l l o w i n g  c r i t e r i a : 
( i )  type of guarantee;  ( i i )  actual  guarantee volume achieved; 
( i i i )  type of f inancial  intermediar y ;  and ( iv)  direct guarantee 
or  counter- guarantee.  For  each f inancia l  intermediar y  the 
re lated guarantee proposal ,  i ts  assessment  by the E IF  and 
the Commission and the agreement signed between the EIF 
and the f inancia l  intermediar y  were examined;

13	 Financial intermediaries 

in Belgium, France, Hungary, 

Slovenia, Italy, Spain and 

Germany were visited. 

AUDIT SCOPE AND APPROACH
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οο selec t ion of  a  sample  of  181 loans  f rom the nine f inancia l 
intermediar ies  vis i ted in order  to assess  that  the use of  the 
g u a r a n t e e d  S M E  l o a n s  w a s  i n  l i n e  w i t h  t h e  S M E G  o b j e c -
t ives 14;  and

οο a questionnaire to al l  51 f inancial  intermediaries par ticipat -
ing under  MAP and/or  C IP 15 in  order  to  obta in  thei r  v iews 
on the design and management  of  the SMEG fac i l i t y 16.

14	 Documentation concerning 

the proposal and approval of 

the loan, the assessment of 

the borrower’s credit risk and 

the purpose of the loan was 

inspected on the financial 

intermediaries’ premises. 

15	 The questionnaire invited 

the intermediaries to answer 

48 questions on topics such as: 

(i) the SMEG application process; 

(ii) the EIF’s management during 

the lifetime of the guarantee; (iii), 

the guaranteed product; and  

(iv) the impact of the financial 

crisis on the products. In 

addition, the intermediaries that 

participated under the MAP 

but not the CIP were asked to 

indicate the reasons. 

16	 Comments from both the EIF 

and Commission were taken 

into account when drafting the 

questions. A response rate of  

82 % was obtained (42 out of  

51 financial intermediaries).
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17	 Commission Staff Working 

Document, Annex to the 

Proposal for a Decision of the 

European Parliament and of 

the Council establishing a 

Competitiveness and Innovation 

Framework Programme (2007–

13), SEC(2005) 433, 6.4.2005.

18	 The interim evaluator 

recommended providing ‘a 

clear statement of intervention 

logic for each measure in 

order to improve the overall 

coherence of the programme 

and to demonstrate the 

impact’, European Commission 

‘Interim evaluation of the 

Entrepreneurship and Innovation 

Programme’, 2009. 

D E S I G N  O F  T H E  S M E G  FAC I L I T Y 

15. 	 Public  inter vention is  more l ikely  to be successful  i f  i t  is  prop -
er ly  des igned.  I n  order  to  assess  the design,  th is  sec t ion ana
l ys e s  t h e  i n te r ve n t i o n  l o gi c  u n d e r l y i n g  t h e  S M E G  f a c i l i t y.  I t 
scrut inises  the e x  a n te  impac t  assessment for  the CIP 17 related 
to the SMEG faci l i ty  and the extent to which the results  of  this 
assessment  were taken into account  dur ing the design stage. 
Final ly,  the objec t ives  of  the SMEG faci l i ty  are  assessed in  the 
l ight  of  speci f ic ,  measurable,  achievable,  re levant  and t imed 
(SMAR T )  cr i ter ia .

T H E  S M E G  FAC I L I T Y  I S  B A S E D  O N  A  VA L I D  I M P L I C I T 
I N T E R V E N T I O N  LO G I C

16. 	 The inter vention logic  provides the l ink between an inter ven -
t i o n ' s  i n p u t s  a n d  t h e  p ro d u c t i o n  o f  i t s  o u t p u t s  a n d,  s u b s e -
quently,  to  i ts  impac ts  on societ y  in  terms of  results  and out-
comes.  I t  descr ibes  how an inter vent ion is  expec ted to  atta in 
its  global  objectives.  An expl icit  inter vention logic shows how 
the programme is  supposed to  func t ion.

17. 	 Neither the CIP Decision nor the Commission’s  proposal  or  the 
impac t  assessment  for  C IP  expl ic i t ly  descr ibed the  inter ven-
t ion logic  of  the SMEG fac i l i t y  in  this  manner.  The absence of 
an explicit  inter vention logic was also noted by the EIP interim 
evaluator 18. 

18. 	 The different preparator y documents,  however,  do provide suf-
f icient information to make an implicit  assumption on how the 
S M E G  f a c i l i t y  i s  s u p p o s e d  to  f u n c t i o n .  Fo r  l e n d e r s  i t  c a n  b e 
d i f f i c u l t  to  a s s e s s  i n d i v i d u a l  l o a n  a p p l i c at i o n s  a n d  t h e  r i s k s 
involved,  especial ly i f  a  borrower does not have an established 
track record (star t-ups) .  I n  such a  s i tuat ion the borrowers  can 
guarantee the loan to the lender through the provis ion of  col -
lateral ,  but those who do not have suff ic ient col lateral  may be 
denied access to credit  even with viable business propositions. 
The SMEG fac i l i t y  seeks  to  remedy this  s i tuat ion by providing 
guarantees  in  cases  where the SMEs are  unable  to  do so. 

AUDIT FINDINGS
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19	 See for instance North, 

Baldock, Ekanem, Whittam and 

Wyper: ‘Access to Bank Finance 

for Scottish SMEs’, 2008. 

20	 COM(2002) 276 final, 5.6.2002. 

21	 The impact assessment 

considers the outputs such as 

number of loans or number of 

SMEs as impacts. However, the 

actual impact is lower than the 

outputs, because a part of the 

SMEs would have obtained the 

loans without the guarantee. 

19. 	� Never theless,  in  the absence of  an expl ic i t  inter vention logic, 
i t  i s  di f f icult  to  understand the rat ionale of  some specif ic  e le -
ments  of  the SMEG faci l i t y,  such as  target ing innovat ive SMEs 
b y  t h e  l o a n  w i n d o w.  I n n o v a t i v e  S M E s  a r e  t a r g e t e d  t h r o u g h 
debt f inancing although equity investments are general ly con-
s idered more appropr iate  for  this  t ype of  SME 19.

T H E  I M PAC T  A S S E S S M E N T  H E L P E D  TO  D E S I G N  T H E 
FAC I L I T Y;  H O W E V E R ,  I T  CO N TA I N E D  L I T T L E  FAC T UA L 
E V I D E N C E  I N  S U P P O R T  O F  T H E  FAC I L I T Y

20. 	 T h e  i m p a c t  a s s e s s m e n t  i s  a n  i m p o r t a n t  i n s t r u m e n t  u s e d  b y 
the Commission when designing a pol ic y 20.  The impact assess-
m e n t  s h o u l d  i d e n t i f y  a n d  a n a l ys e  t h e  p ro b l e m  a t  s t a k e,  t h e 
objec t ives to be pursued and the main pol ic y options that  are 
ava i lable  to  achieve  those  objec t ives .  For  the  var ious  pol ic y 
options,  the assessment should evaluate their  l ikely economic, 
socia l  and environmental  impac ts.  Final ly,  the impac t  assess-
ment  should ident i fy  the monitor ing and evaluat ion arrange -
ments  needed dur ing pol ic y  implementat ion.

21. 	 As  regards  the SMEG fac i l i t y,  th is  t ype of  analys is  forms par t 
of  the CIP impact assessment.  The CIP impact assessment con-
ta ined a l l  the mandator y  sec t ions  and as  such i t  gives  ins ight 
into the considerat ions that  shaped the design of  the CIP and 
i ts  main e lements  such as  the SMEG fac i l i t y.  Thus,  the CIP  im-
pac t  assessment represents  an improvement compared to the 
MAP,  for  which no such analys is  was  made. 

22. 	 H o w e v e r,  m a ny  p a r t s  o f  t h e  C I P  i m p a c t  a s s e s s m e n t  a r e  n o t 
suff ic iently  detai led and quanti f ied.  For  example,  the analysis 
of  the problem lacks  any indicat ion of  i ts  magnitude and the 
analysis  of  di f ferent  pol ic y options is  based only  on a  s implis -
t ic  qual i tat ive  compar ison without  any  quant i f icat ion of  the 
l ikely  impac ts.  For  the reta ined opt ion,  except  for  the impac t 
on the  number  of  jobs,  the  Commiss ion quant i f ied  expec ted 
outputs 21 instead of  the impac t .
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CO M PA R E D  TO  M A P,  T H E  O B J E C T I V E S  A R E  M O R E  P R E C I S E , 
B U T  S T I L L  L AC K  C L A R I T Y  A N D  S P E C I F I C  TA R G E T S 

23. 	 S MA R T  o b j e c t i ve s  s h a l l  b e  s e t  fo r  a ny  b u d g e t  a c t i v i t y 2 2.  Th e 
objec t ives  are  considered:

οο speci f ic  i f  they are  precise  and concrete  enough not  to  be 
open to  var y ing interpretat ions 23; 

οο m e a s u ra b l e  i f  t h e  o u t p u t  c a n  b e  m e a s u re d  a n d  t h e re fo re 
any improvements  assessed; 

οο achievable  i f  the expec ted results  can real ist ica l ly  be pro -
duced with the avai lable  resources ;

οο r e l e v a n t  i f  t h e y  r e l a t e  t o  t h e  n e e d s  a n d  t o  t h e  s t r a t e g i c 
objec t ives ;  and

οο t imed i f  they re late  to  a  deadl ine or  t ime per iod 23.

24. 	 Due to  the rather  complex struc ture  of  the CIP  (see A n n e x  I ) , 
t h e  h i e ra rc h i c a l  s t r u c t u re  o f  t h e  o b j e c t i ve s  i s  a l s o  co m p l e x . 
Fo u r  g l o b a l  o b j e c t i ve s  a re  s e t  a t  t h e  l e ve l  o f  t h e  f ra m e wo r k 
programme 24.  I n  the case of  the E IP  which includes  the SMEG 
faci l i t y,  the immediate  objec t ives 25 are  def ined at  the level  of 
the specif ic  programme 26.  Although no specif ic  objec t ives  are 
set  at  the level  of  the f inancial  instruments,  Ar t icle 19.2 of  the 
CIP Decis ion descr ibes each window of  the SMEG faci l i ty  in  an 
objec t ive - l ike  fashion (see  B ox  1 ) . 

25. 	 The objec t ives  are  re levant ,  but  they are  only  speci f ic ,  s tated 
in a measurable format and timed as regards the expected out-
puts  of  the fac i l i t y.  The quant i f ied target  of  reaching 315 750 
SMEs seems to  be reasonably  achievable  (see paragraph 77) .

22	 Article 27(3) of Council 

Regulation (EC, Euratom)  

No 1605/2002 of 25 June 2002 

on the Financial Regulation 

applicable to the general budget 

of the European Communities 

(OJ L 248, 16.9.2002, p. 1).

23	 The definition is taken from 

the European Commission, 

‘Impact assessment guidelines’, 

SEC(2005) 791, 15.6.2005.

24	 CIP Decision, Article 2.

25	 Immediate objectives concern 

the result of an intervention 

on direct addressees and take 

account of the envisaged 

specific domain and particular 

nature of the policy intervention 

under consideration. For SMEG, 

the relevant EIP objective is 

considered to be the immediate 

objective.

26	 CIP Decision, Article 10.
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27	 Examples of innovation found 

in the sample: investment in 

new packaging and sorting 

technology in a warehouse and 

a new oven with additional 

functionalities in a bakery shop.

26. 	� Compared to the MAP,  the objectives of  the SMEG faci l i ty  were 
more precise.  However,  they are  def ined in  a  ver y  broad man -
n e r.  Fo r  i n s t a n ce,  a cco rd i n g  to  t h e  E I P  i m m e d i ate  o b j e c t i ve, 
the  loans  have ‘ to  improve access  to  f inance for  the  star t-up 
and growth of  SMEs’.  Such an  objec t ive  impl ies  a  ver y  broad 
s e t  o f  p o te nt i a l  t a rg e t  S M E s  a s  i t  c a n  b e  a rg u e d  t h at  a l m o s t 
any borrowing by any SME wi l l  be  under taken in  order  to  en-
sure the growth of  a  company.  Also,  the concept of  innovation 
has  been interpreted in  a  wide way 27.

B O X  1
O B J E C T I V E S  R E L E VA N T  TO  T H E  S M E G  FAC I L I T Y

Global objective

To foster the competitiveness of enterprises, in particular of SMEs.

Immediate objective  

To improve (…) access to finance for the start-up and growth of SMEs and investment in innovation 
activities.

The four SMEG windows 

Loan window — shall reduce the particular difficulties SMEs face in accessing finance either due to 
the perceived higher risk associated with investments in certain knowledge-related activities such 
as technological development, innovation and technology transfer, or due to a lack of sufficient 
collateral.

Microcredit window — shall encourage financial institutions to play a greater role in the provision 
of loans of a smaller amount which would normally involve proportionately higher unit handling 
costs for borrowers with insufficient collateral. In addition to guarantees or counter-guarantees, 
financial intermediaries may receive grants to partially offset the high administrative costs inherent 
in microcredit financing.

Equity and quasi-equity window — shall include investments which provide seed capital and/or capi-
tal in the start-up phase, as well as mezzanine financing, in order to reduce the particular difficulties 
which SMEs face because of their weak financial structure, and those arising from business transfers.

Securitisation window — shall mobilise additional debt financing for SMEs under appropriate risk-
sharing arrangements with the targeted institutions. Support for those transactions shall be made 
available upon an undertaking by the originating institutions to grant a significant part of the liquid-
ity resulting from the mobilised capital for new SME lending in a reasonable period of time.
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27. 	 T h e  C I P  i m p a c t  a s s e s s m e n t  s e t s  a n  o u t p u t  t a r g e t  f o r  t h e 
n u m b e r  o f  S M E s  e x p e c t e d  t o  b e n e f i t  w i t h i n  t h e  s e v e n - y e a r 
programme horizon.  Targets in terms of  results  or  impact have 
not been set (for more details,  see paragraph 64).  An estimated 
number of  direc t  jobs maintained or  created within f ive  years 
was provided in the impac t  assessment.  This  does not  direc t ly 
re l ate  to  a ny  o f  t h e  o b j e c t i ve s ,  b u t  c a n  b e  d e r i ve d  f ro m  t h e 
renewed L isbon strategy.

S E T T I N G  U P  T H E  M A N AG E M E N T  S T R U C T U R E  O F 
T H E  S M E G  FAC I L I T Y:  D E L E G AT I N G  T H E  D AY - TO -
D AY  M A N AG E M E N T  TO  T H E  E I F

28. 	 Th e  co r n e r s to n e  o f  e f f i c i e n t  a n d  e f fe c t i ve  d e l e g a t i o n  i s  t h e 
c o n t r a c t u a l  a g r e e m e n t  d e t a i l i n g  t h e  p r o v i s i o n s  fo r  t h e  i m -
plementat ion of  the  tasks  entrusted to  the specia l i sed body. 
This  contractual  agreement should in par t icular  detai l  the ob -
l igat ions  of  the specia l ised body and include a l l  appropr iate 
ar rangements  for  ensur ing that  the  pol ic y  objec t ives  wi l l  be 
atta ined 28. 

29. 	 Th e  E I F  h a s  s ys te m at i c a l l y  d e ve l o p e d  ex p e r t i s e  i n  p rov i d i n g 
f inancia l  engineer ing produc ts  to  SMEs  in  Europe.  I t  was  se -
lec ted by the European Community  to operate the day-to - day 
m a n a g e m e n t  o f  t h e  S M E G  f a c i l i t y  a t  i t s  s t a r t  i n  1 9 9 8 .  U s i n g 
the E IF  under  the success ive  mult iannual  programmes (G & E , 
MAP and then CIP)  a ims to  ensure  the required cont inuit y  of 
the management  of  the SMEG fac i l i t y. 

30. 	 I n  this  contex t ,  the Cour t  examined: 

οο whether  the  implementat ion of  the  SMEG fac i l i t y  was  be -
ing ef fec t ive ly  p lanned to  avoid  delays  and to  provide  an 
uninterrupted suppor t  to  the SMEs;  and

οο whether  the  regulator y  f ramewor k 29 def in ing the  ser v ices 
to  b e  p rov i d e d  by  t h e  E I F  e n s u re s  e f f i c i e n t  a n d  e f fe c t i ve 
management  of  the fac i l i t y.

28	 In accordance with 

Article 43(4) of Commission 

Regulation (EC, Euratom) No 

2342/2002 of 23 December 2002 

laying down detailed rules for 

the implementation of Council 

Regulation (EC, Euratom)  

No 1605/2002 on the Financial 

Regulation applicable to the 

general budget of the European 

Communities (OJ L 357, 

31.12.2002, p. 1).

29	 For SMEG: the Fiduciary 

and Management Agreement 

and the related operational 

guidelines (such as the ‘Guidance 

on enhanced access to finance’).
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30	 The first guarantee agreement 

under the CIP between a 

financial intermediary and the 

EIF was signed on 2 September 

2008.

D E L AYS  I N  P L A N N I N G  T H E  S M E G  FAC I L I T Y

31. 	�	 Co n s i d e r i n g  t h a t  t h e  MA P  c o ve re d  t h e  p e r i o d  f ro m  2 0 0 1  t o 
2006 and the CIP covers the period from 2007 to 2013, the star t 
of  the operat ions  under  the CIP  should have been planned in 
order  to  preser ve the cont inuit y  of  the f inancia l  suppor t .  The 
FMA should have been in  place at  least  11 months  (see para-
gra p h  3 3 )  b e fo re  t h e  s t a r t  o f  t h e  C I P  a s  t h i s  wo u l d  h ave  l e f t 
suff ic ient t ime for  s igning the guarantee agreements between 
the E IF  and the f inancia l  intermediar ies.

32. 	 T h e  f i r s t  d r a f t  v e r s i o n  o f  t h e  FM A  u n d e r  t h e  C I P  w a s  d a t e d 
M a r c h  2 0 0 6 ,  b u t  w a s  n o t  s i g n e d  u n t i l  2 0  S e p t e m b e r  2 0 0 7 , 
n e a r l y  n i n e  m o n t h s  a f t e r  t h e  s t a r t  o f  t h e  C I P.  T h e r e a f t e r,  i t 
took a lmost  one year  unt i l  the f i rst  guarantee agreement  be -
t ween the  E IF  and a  f inancia l  inter mediar y  was  s igned 30 ( see 
Fi g u r e   2 ) .

F I G U R E  2
T I M E L I N E  O F  T H E  M A P  A N D  C I P  L E G A L  B A S E 

Nine months delay Twelve months delay

December 2006 January 2007

End of MAP as 
per Decision� 

No 1776/2005/EC

Start of CIP as 
per Decision 

No1639/2006/EC

September 2007 September 2008

CIP FMA signed 
between the EC 

and the EIF

1st guarantee 
agreement  

between the 
EIF and a FI
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33. 	 T h e  a v e r a g e  p e r i o d  f r o m  t h e  r e c e i p t  o f  t h e  C I P  a p p l i c a t i o n 
from an intermediar y up to the signature of the agreement was 
near ly  11 months 31.  Moreover,  the t imeframe for  the appl ica-
t ion process  was  considered to  be unreasonable  by e ight  out 
of  21 respondents  to the Cour t ’s  quest ionnaire 32.  This  delay in 
the selection process was mainly caused by the need to resolve 
technical  i ssues  ra ised by the E IF  before  the implementat ion 
of  the  SMEG fac i l i t y,  such as  agreeing on a  def in i t ion  of  and 
measur ing the addit ional i ty  of  the loan guarantees (see para -
graph 84) .  Altogether,  this  led to a  s ignif icant  t ime gap in  the 
t ransit ion of  the success ive  programmes.

TO  P R E S E R V E  T H E  CO N T I N U I T Y  O F  T H E  S U P P O R T 	
A  ‘ R E T R O AC T I V I T Y  C L AU S E ’ WA S  I N T R O D U C E D

34. 	 Th e  co n t i n u i t y  o f  t h e  s u p p o r t  i s  i m p o r t a n t  fo r  t h e  f i n a n c i a l 
intermediar ies  as  some introduced speci f ic  loan produc ts  ta i -
lored to the needs of  the SMEG faci l i ty.  The interruption of  EU 
suppor t could cause higher losses to the f inancial  intermediar-
ies  i f  the produc t  was  maintained without  the EU guarantee.  

35. 	 The ‘retroac t iv ity  c lause’ was introduced with the aim of  mini -
mis ing the t ime gap between the two successive programmes 
a n d  p r e s e r v i n g  c o n t i n u i t y  b e t w e e n  t h e  M A P  a n d  C I P  p r o -
g r a m m e s .  T h i s  c l a u s e  e n a b l e d  t h e  f i n a n c i a l  i n t e r m e d i a r i e s 
to  retroac t ively  include loans  to  be suppor ted by the fac i l i t y 
which they had entered into between the end of  the avai labi l-
i ty  per iod under  MAP and the date on which their  CIP guaran-
tee agreement  was  s igned. 

36. 	 A s  a  re s u l t ,  t h e  e q u a l  t re a t m e n t  o f  f i n a n c i a l  i n t e r m e d i a r i e s 
was  not  ensured s ince the f inancia l  intermediar ies  which had 
par t ic ipated in  the MAP benef i ted f rom favourable  t reatment 
t h r o u g h  t h e  r e t r o a c t i v e  i n c l u s i o n  o f  l o a n s .  Lo a n s  c o u l d  b e 
retroac t ively  included as  f rom September  2007,  whereas  new 
f i n a n c i a l  i nte r m e d i a r i e s  co u l d  o n l y  i n c l u d e  l o a n s  o n ce  t h e i r 
guarantee agreement  with the E IF 33 had been s igned.

31	 Calculated on the basis of 

the nine intermediaries visited, 

the average number of days 

for processing a successful 

application under CIP was 323. 

32	 Based on the questionnaire 

(Q6) sent to all FIs who applied 

under CIP. 

33	 The first guarantee 

agreements under the CIP were 

signed in September 2008.
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34	 In accordance with 

Article 53 of Council Regulation 

(EC, Euratom) No 1605/2002.

37. 	 Although the retroac t iv ity  c lause was designed to resolve the 
f inancial  intermediar ies’ funding gap between MAP and CIP,  i t 
could not  a lways  prevent  a  disrupt ion of  EU suppor t  to  SMEs. 
Th i s  w a s  t h e  c a s e  fo r  t wo  o f  t h e  n i n e  f i n a n c i a l  i n te r m e d i a r -
ies  v is i ted for  which the avai labi l i t y  per iod under  MAP ended 
b e fo re  t h e  s t a r t  o f  t h e  C I P  av a i l a b i l i t y  p e r i o d  ( a  g a p  o f  fo u r 
months) . 

A P P R O P R I AT E  M A N AG E M E N T  F R A M E W O R K  E S TA B L I S H E D 
TO  O P E R AT E  T H E  S M E G  FAC I L I T Y 

38. 	 T h e  S M E G  f a c i l i t y  o p e r a t e s  u n d e r  t h e  j o i n t  m a n a g e m e n t  o f 
the Commiss ion and the E IF 34.  To ensure a  successful  delega-
t ion ,  the  FMA and the  re lated operat ional  guidel ines  should 
include:

οο a  def in i t ion of  the  ac t ion to  be  implemented,  such as  the 
specif ic  objec t ives per  window (see B ox  1  for  a  descr ipt ion 
of  the windows) ;

οο the  management  s t ruc ture  for  the  implementat ion  of  the 
tasks ;  and

οο the sett ing up of  an adequate fee structure for  the ser vices 
provided by the E IF.

39. 	 Ar t ic le  3  of  the FMA st ipulates  the tasks  the E IF  has  to  imple -
ment  (see B ox  2 ) : 

B O X  2
E I F  M A I N  TA S K S  F O R  M A N AG I N G  T H E  S M E G  FAC I L I T Y

οο Identification, evaluation and selection of financial intermediaries

οο Determination of, and agreement with, the financial intermediaries on the nature and detailed 
conditions of the EU guarantees

οο Decisions to commit funds

οο Execution, management and termination of the EU guarantees (including reporting and moni-
toring)
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40. 	 Fo r  e a c h  S M E G  w i n d o w,  o p e r a t i o n a l  g u i d e l i n e s 3 5 w e r e  d e -
ve l o p e d  d e t a i l i n g  t h e  s p e c i f i c  p u r p o s e,  t h e  s e l e c t i o n  o f  t h e 
inter mediar ies ,  the  e l ig ib i l i t y  c r i ter ia ,  the  EU guarantee  and 
t h e  m o d u s  o p e r a n d i .  T h e  C o m m i s s i o n  i s s u e d  ‘G u i d a n c e  o n 
e n h a n c e d  a c c e s s  t o  f i n a n c e’ o n  2 9  O c t o b e r  2 0 0 7  t o  s u p p l e -
ment these operational  guidelines,  in par ticular  the provisions 
of  the  FMA on establ i sh ing the  parameters  of  the  guarantee 
agreement. 

41. 	 The management  s t ruc ture  establ i shed for  the  SMEG fac i l i t y 
was appropriate as it  improved the operational  guidel ines and 
the other  provis ions for  the implementat ion of  the tasks  com-
pared with those under  the MAP,  s ince they cover  a l l  tasks  to 
be carr ied out  in  suf f ic ient  detai l .  

42. 	 Th e  fe e s  to  b e  p a i d  to  t h e  E I F  s h o u l d  b e  c a l c u l a te d  s o  a s  to 
take into account :

οο per formance in  achieving speci f ic  targets ;

οο the geographical  distr ibution in the el igible countr ies ;  and

οο the degree of  novelt y  and complexit y  of  the guarantee in-
strument.

43. 	 The EIF fee scheme has been improved under CIP compared to 
MAP s ince:

οο the fee  struc ture  has  been spl i t  into  four  d ist inc t ive  com -
ponents better  ref lec t ing the associated work load for  each 
task ;  and 

οο the fee entit lement is  tr iggered by the achievement of  spe-
c i f ic  results  (see Ta b l e  3 ) .

35	 Fiduciary and Management 

Agreement, Annexes 1A to 1D.

TA B L E  3
O V E R V I E W  O F  T H E  F O U R  I N C E N T I V E S  F E E S  T H AT  CO N S T I T U T E  E I F 
R E M U N E R AT I O N

Type of incentive fee To mainly encourage

Start-up Fee Setting-up the programme within 12 months

Signature Fee Broad geographical coverage of the programme and use of specific windows

Implementation Fee Additional volume achieved and daily operations

Monitoring Fee Assurance of sound financial management

Source: Annex 13 of the Fiduciary and Management Agreement.
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44. 	 T h e  E I F  ‘s i g n a t u r e  fe e’ g i v e s  a  s p e c i f i c  b o n u s  fo r  w i d e  g e o -
graphic coverage of  intermediaries.  Fur thermore,  fees are paid 
for  the par t ic ipat ion of  intermediar ies  in  countr ies  that  were 
not  covered before  and a lso  for  new inter mediar ies  who did 
not  par t ic ipate  under  the previous  programmes. 

45. 	 D e s p i t e  t h e  i n c e n t i v e  f e e  f o r  u s i n g  s p e c i f i c  w i n d o w s ,  t h e 
e q u i t y  a n d  q u a s i - e q u i t y  g u a r a n t e e s  a n d  s e c u r i t i s a t i o n  w i n -
d ows  h a d  n o t  b e e n  u t i l i s e d  a s  a t  3 1  D e ce m b e r  2 0 0 9 .  Th i s  i s 
par t ly  due to  the  f inancia l  c r i s i s ,  which negat ive ly  impac ted 
the secur i t isat ion market  as  a  whole.

S E L E C T I O N  O F  F I N A N C I A L  I N T E R M E D I A R I E S

46. 	 The audit  assessed the selec t ion process  in  respec t  of  the fol-
lowing:

οο whether  the f ramework guiding the EIF  on the selec t ion of 
f inancial  intermediar ies was complete and ensured fair  and 
transparent  se lec t ion; 

οο whether the agreement parameters,  determining the extent 
of  the EU’s  inter vent ion,  had been correc t ly  set ;  and

οο w h e t h e r  p o l i c y  o b j e c t i ve s  h a d  b e e n  c o r re c t l y  t r a n s l a t e d 
into the guarantee agreements.

W E L L - D E S I G N E D  S E L E C T I O N  F R A M E W O R K

47. 	 The appraisal  process should apply common standards to eval-
uating f inancial  intermediar ies,  so as to ensure fair,  structured 
and transparent selection.  The EIF and the Commission should 
create  and apply  minimum standards  for  the selec t ion of  po -
tent ia l  intermediar ies. 
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48. 	 The Commission empowered the EIF 36 to selec t  intermediar ies 
by  apply ing the  se lec t ion  cr i ter ia  and process  set  out  in  the 
re levant  guarantee  pol ic ies 37.  The  guarantee  pol ic ies  fur ther 
state  that  the intermediar ies  are  to  be selec ted in  conformit y 
with best  practice.  An over view of  the SMEG selection process 
carr ied out  by the E IF  is  provided in  B ox  3 .

49. 	� When def ining the fac i l i t y ’s  management  f ramework ,  the fol -
lowing cr iter ia  for  select ing potential  f inancial  intermediar ies 
were la id  down in  the FMA 38:

οο f inancia l  s tanding and operat ional  capabi l i t y  of  the inter-
mediar y  and i ts  abi l i t y  to  manage r isk  and to  comply  with 
the terms and condit ions  of  the SMEG fac i l i t y ;

οο w h e t h e r  t h e  i nte r m e d i a r y  g u a ra nte e s  d e b t  a n d / o r  m i c ro -
c r e d i t  f i n a n c i n g  p r o v i d e d  b y  a  w i d e  r a n g e  o f  l e n d e r s  t o 
SMEs;

οο geographic  coverage ( loan window only) ;

οο p o s s i b i l i t y  o f  p rov i d i n g  m e n to r i n g  a n d  b u s i n e s s  s u p p o r t 
(microcredit  window only) ;  and

οο a c c e p t a n c e  o f  t h e  ‘ E n h a n c e d  a c c e s s  t o  f i n a n c e’ c r i t e r i o n 
(see paragraph 54) .

36	 Fiduciary and Management 

Agreement, Article 3.1.

37	 The Fiduciary and 

Management Agreement 

contains four guarantee policies 

relating to the four specific 

windows of the facility. The 

guarantee policies set out in 

specific terms the purpose 

of the underlying window, 

the selection process for 

intermediaries, the eligibility 

criteria, the modus operandi 

as regards enhanced access 

to finance, the reporting, the 

monitoring and audit, the 

promotion and the visibility.

38	 Criteria corresponding to the 

loan and microcredit windows. 

The selection criteria relating 

to the equity and securitisation 

windows were not examined as 

these windows were not used 

until 31 December 2009.

B O X  3
T H E  E I F ’S  S E L E C T I O N  P R O C E S S  F O R  I N T E R M E D I A R I E S

οο Analysis of intermediaries’ applications following an open call procedure

οο Pre-selection of the applications — standardised check on formal requirements

οο Due diligence process (including setting of guarantee parameters)

οο Independent opinion of the EIF’s Risk Management Department

οο Assessment by the EIF’s Compliance Department

οο Approval by the EIF Board of Directors and by the European Commission (Director ECFIN — L)
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50. 	 The Cour t  considers  the cr i ter ia  for  the selec t ion of  f inancia l 
i nte r m e d i a r i e s  to  b e  i n  l i n e  w i t h  p ra c t i ce s  i n  co m p a ra b l e  f i -
nancial  inst itut ions.  However,  neither  the Commission nor the 
E I F  s e t  s c o r i n g  s t a n d a rd s  a g a i n s t  w h i c h  t h e  i n t e r m e d i a r i e s ’ 
a p p l i c at i o n s  co u l d  h ave  b e e n  a s s e s s e d,  rate d  a n d  co m p a re d 
a cco rd i n g  to  t h e i r  d e gre e  o f  co m p l i a n ce  w i t h  t h o s e  c r i te r i a . 
The lack  of  precis ion regarding the selec t ion cr i ter ia  a l lowed 
the E IF  to  exerc ise  a  high level  of  d iscret ion in  evaluat ing the 
appl icat ions. 

I N S U F F I C I E N T  R E CO R D S  J U S T I F Y I N G  T H E  AG R E E M E N T 
PA R A M E T E R S 

51. 	 T h e  t w o  m a i n  p a r a m e t e r s  o f  t h e  g u a r a n t e e  a g r e e m e n t s  a r e 
the  reference  volume and the  guarantee  cap rate.  The  refer -
e n ce  vo l u m e  re p re s e nt s  t h e  a m o u nt  o f  g u a ra nte e s  o r  f i n a n
c ing which the intermediar y  could ‘ r e a s o n a b l y  b e  e x p e c t e d  t o 
achieve  […]  in  the absence of  the EU guarantee ’ 39.  The reference 
volume fur ther  ser ves  as  a  bas is  for  the computat ion of  addi-
t ional  agreement  parameters.  The guarantee cap rate 40 refers 
to  t h e  m a x i m u m  a m o u nt  o f  l o s s e s  fo r  w h i c h  t h e  E I F  i s  l i a b l e 
under a guarantee agreement.  Both parameters are key factors 
as  they wi l l  determine:

οο whether  the EU inter vention is  addit ional  to the guarantee 
scheme’s exist ing level  of  activity or  s imply replaces it ;  and

οο t h e  m a x i m u m  l e v e l  o f  b u d g e t a r y  e x p o s u r e  t h e  E U  i s  e x -
pec ted to  face under  a  speci f ic  agreement.

52. 	 I n  a c c o r d a n c e  w i t h  t h e  FM A  a n d  w i t h  t h e  ‘G u i d a n c e  o n  e n-
hanced access to f inance’,  the volumes,  including the reference 
volume,  are  determined on the bas is  of  the E IF ’s  profess ional 
judgement,  based on past  budgets  and loss  rates  or  forecasts 
(especial ly  for  public  guarantee schemes)  and considering the 
market  condit ions  and their  evolut ion over  t ime. 

39	 ‘‘Guidance on enhanced 

access to finance’’, 25 October 

2007. 

40	 The guarantee cap rate is a 

pre-agreed rate at which the 

EIF’s liability is capped under 

a guarantee agreement. The 

amount of the EIF’s liability 

under a guarantee agreement 

(guarantee cap) can be 

calculated by multiplying 

the actual portfolio volume 

by the guarantee rate and 

the guarantee cap rate. For 

example, portfolio volume = 

1 000; guarantee rate = 50 %; 

guarantee cap rate = 10 % 

Thus, maximum EIF liability 

(guarantee cap) =  

1 000 x 50 % x 10 % = 50.
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53. 	� Weak nesses were found in the EIF’s  documentation relat ing to 
the sett ing of  the agreement parameters,  including the refer-
ence volume and the cap rate.  Only  a  summar y of  the results 
of  the  due - di l igence step i s  inc luded in  the  E IF ’s  request  for 
the  B oard  of  Di rec tors’ approval .  When sett ing  these  param-
eters,  the EIF  takes as  a  basis  the information provided by the 
f i n a n c i a l  i n t e r m e d i a r y.  N o  e v i d e n c e  w a s  fo u n d  t h a t  t h e  E I F 
ver i f ied this  information.

P O L I C Y  O B J E C T I V E S  N OT  F U L LY  D E F I N E D  I N  T H E 
G UA R A N T E E  AG R E E M E N T S

54. 	 Each guarantee agreement  should contr ibute to  the achieve -
m e n t  o f  t h e  p o l i c y  o b j e c t i v e s  b y  s p e c i f y i n g  e x a c t l y  w h a t 
s h o u l d  b e  a c h i e ve d.  Th e  g e n e ra l  u n d e r t a k i n g s  a p p l i c a b l e  to 
ever y intermediar y in the guarantee agreements include pr in -
c iples  of  enhanced access  to  f inance.  These pr inciples  are  de -
r ived f rom the broader  objec t ives  set  out  in  the legal  bas is 41 
a n d  i n  t h e  FM A  a n d  r e f l e c t  t h e s e  o b j e c t i v e s  a p p r o p r i a t e l y. 
B ox   4  presents  the pr inciples  appl icable  to  the loan window.

41	 CIP Decision, Article 19.

B O X  4
P R I N C I P L E S  O F  E N H A N C E D  ACC E S S  TO  F I N A N C E  A S  P E R  G UA R A N T E E 
AG R E E M E N T  ( LO A N  W I N D O W )

The purpose of this agreement is the provision of a guarantee by the ElF to the intermediary in order 
to partially cover the intermediary’s portfolio risk with a view to:

(i)	 enhancing SMEs' access to finance;

(ii)	 reducing the particular difficulties that SMEs face in accessing finance, either due to the per-
ceived higher risk associated with investment in certain knowledge-related activities such as 
technological development, innovation and technology transfer, or due to the lack of sufficient 
collateral; and

(iii)	 stimulating job creation by supporting SMEs with growth and employment creation.
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55. 	 Besides these general  provis ions,  specif ic  f inancial  intermedi-
ar y guarantee terms may include ‘ fur ther qualitative under tak-
ings in  respec t  of  enhanced access  to f inance’.  However,  some 
of  the intermediar y guarantee terms are inconsistent  with the 
o b j e c t i ve s  o f  t h e  C I P  o r  p rov i d e  l i t t l e  o p e rat i o n a l  g u i d a n ce. 
For  instance: 

οο in  respec t  of  the  lack  of  col latera l  aspec t  i t  was  found for 
o n e  i nte r m e d i a r y  t h at  ‘ i n  a d d i t i o n  to  co m p l y i n g  w i t h  a ny 
re levant  provis ion of  this  agreement  […] the intermediar y 
under takes  […] to  require  a  low col latera l  level  in  re lat ion 
to intermediar y transactions’.  In this  case the specif ic  terms 
of  the agreement translate  the general  condit ions re lat ing 
t o  t h e  l a c k  o f  c o l l a t e r a l  i n t o  r e d u c e d  c o l l a t e r a l  r e q u i r e -
m e n t s .  H o we ve r,  t h i s  a l l o w s  d e  f a c t o  a l l  S M E s  t o  b e n e f i t 
f rom the reduced col lateral  requirements  and does not  en-
sure that  only  SMEs ef fec t ively  lack ing col lateral ,  and thus 
u n a b l e  to  b o r row  u n d e r  u s u a l  co m m e rc i a l  te r m s,  b e n e f i t 
f rom the fac i l i t y ;  and

οο t h e  s p e c i f i c  te r m s  o f  t h e  a gre e m e n t s  l e ave  b ro a d  d i s c re -
t ion in the matter of  interpretation of  innovation.  The same 
guarantee agreement stated,  without providing any fur ther 
explanation,  ‘ […] the intermediar y under takes […] to enter 
into intermediar y  t ransac t ions  with newly created SMEs or 
SMEs involved in  innovat ive  projec ts’.

P E R F O R M A N C E  M O N I TO R I N G  A N D  R E P O R T I N G

56. 	 Effec t ive monitor ing and repor t ing requires  re levant ,  re l iable 
and t imely  information on the status  of  the pol ic y  implemen-
tat ion and the extent to which the pol ic y objectives are being 
met. 

57. 	 Per formance monitor ing of  the SMEG faci l i t y  is  carr ied out  by 
both the Commiss ion and the E IF  (see A n n e x  I I ) .  The informa-
t ion f lows f rom the SMEs ( i .e.  f inal  benef ic iar ies)  through one 
o r  m o re  l aye r s  ( i n  t h e  c a s e  o f  co -  o r  co u n te r - g u a ra n te e s )  o f 
f inancia l  intermediar ies  to  the E IF  and f inal ly  to  the Commis-
s ion.  Financia l  intermediar ies  repor t  to  the E IF  on a  quar ter ly 
bas is  on the SMEG fac i l i t y.  Based on this  information,  the E IF 
prepares  quar ter ly  consol idated repor ts  for  the Commiss ion, 
which then uses  these repor ts  for  the annual  implementat ion 
repor ts  on the E IP  and on the CIP. 
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58. 	� T h e  C o u r t  e x a m i n e d  t h e  f o l l o w i n g  a s p e c t s  o f  p e r f o r m a n c e 
monitor ing and repor t ing:

οο whether the Commission establ ished a balanced set  of  per -
formance indicators to rel iably measure the status of  policy 
implementat ion;  and

οο whether  the repor t ing requirements  are  c lear  and reason-
able.

P E R F O R M A N C E  I N D I C ATO R S  W E R E  E S TA B L I S H E D,  B U T 
S H O U L D  B E  M O R E  S TA B L E  A N D  B A L A N C E D

59. 	 T h e  p r e r e q u i s i t e  f o r  e f f e c t i v e  m o n i t o r i n g  ( i . e .  t o  m e a s u r e 
p ro g re s s  o f  t h e  i m p l e m e n t a t i o n  o f  t h e  S M E G  f a c i l i t y )  i s  t h e 
def in i t ion of  a  set  of  c lear  indicators  and associated targets. 
I n d i c a t o r s  s h o u l d  b e  r e l a t i ve l y  s t a b l e  s o  t h a t  c h a n g e s  o ve r 
t ime can be obser ved and compared. 

60. 	 T h e  S M E G  p e r f o r m a n c e  i n d i c a t o r s  s h o u l d  c o n t r i b u t e  t o  a n 
a s s e s s m e nt  o f  t h e  a c h i e ve m e nt  o f  t h e  p ro gra m m e’s  s p e c i f i c 
objec t ives  as  la id  down in  the legal  bas is  and the global  ob -
jectives of  the European Union pol ic y from which these objec-
t ives  are  der ived. 

61. 	 For SMEG the Commission established six indicators (see Table 4 ) . 

62. 	 O f  the four  indicators  (numbers  2 ,  3 ,  5  and 6)  inc luded in  the 
e x  a n t e  evaluat ion and in  the E IP  2009 Work Programme,  only 
t wo were carr ied over  (numbers  2  and 3)  to  the Commiss ion’s 
E IP  I mplementat ion Repor t .  I n  the E IP  2010 Work Programme, 
two init ial  indicators were dropped (numbers 5 and 6)  and two 
new indicators  were added (numbers 1  and 4) .  These changes, 
made in  2010,  were a  reac t ion to  a  study on the evaluat ion of 
the indicators 42.

42	 ‘Evaluation of the indicators of 

the EIP’, February 2010.
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TA B L E  4
S M E G  I N D I C ATO R S  E S TA B L I S H E D  BY  T H E  CO M M I S S I O N

SMEG indicators

Indicators 
foreseen in the 
ex ante impact 

assessment1

Indicators in 
the EIP Work 

Programme 2009

Indicators 
reported 
in the EIP 

Implementation 
Report 2009

Indicators in 
the EIP Work 

Programme 2010
Type of indicator

1

EC commitment to 
debt finance and 
total financing 
guaranteed

n/a n/a

111,8 million euro 
(cap amount) guar-
anteeing an actual 

loan volume of  
2 771 million euro

Yes, but no target 
value was assigned

Output

2

The number of 
jobs created or 
maintained in 
SMEs receiving new 
financing

315 7502 Yes, but no target 
value was assigned

Number of em-
ployees at inclusion 

date: 151 475

Yes, but no target 
value was assigned

Impact

3
The number of 
SMEs receiving new 
financing

315 750
Yes, but no target 

value was assigned
47 791

Yes, but no target 
value was assigned

Output

4

Number of SMEs 
supported, 
classified by sector 
of activity 

n/a n/a n/a3 Yes, but no target 
value was assigned

Output

5

The change 
in the volume 
of investment 
financing

Yes, but no target 
value was assigned

Yes, but no target 
value was assigned

Not reported. n/a Result

6
Total net 
disbursement

Yes, but no target 
value was assigned

Yes, but no target 
value was assigned

Not reported. n/a Output

1	 Annex to the Proposal for a Decision of the European Parliament and of the Council establishing a Competitiveness and 

Innovation Framework Programme (2007–2013), SEC(2005) 433.

2	 One job created or maintained for each SME receiving new financing. The Commission considers that as the data of the 

Growth and Employment initiative indicate that beneficiary SMEs created on average 1.2 jobs, a more conservative ratio should 

be used to account for the fact that microcredit guarantee corresponds to more than 20 % of all companies reached by SMEG and 

thus, fewer jobs are expected to be created by these companies, bringing down the overall average.

3	 The information can be found in the EIF quarterly reports only.
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63. 	 In the ex ante  evaluation only two indicators (numbers 2 and 3) 
h a d  t a rg e t  v a l u e s  a s s i g n e d  t o  t h e m .  T h e  E I P  2 0 0 9  a n d  2 0 1 0 
Wo r k  Pr o g r a m m e s  d i d  n o t  s e t  t a r g e t s  f o r  t h e  i n d i c a t o r s  t o 
achieve in  the respec t ive per iod.  I n  the absence of  target  val -
ues,  it  is  diff icult  to assess whether the programme is  develop -
ing as  expec ted.

64. 	 Even though the Commission tr ied to create a  balanced set  of 
m e a s u r a b l e  i n d i c a t o r s ,  i n c l u d i n g  o u t p u t ,  i m p a c t  a n d  re s u l t 
indicators ,  the  only  resul t  indicator  (number  5 )  was  not  car -
r ied over and was f inal ly dropped by the Commission.  The only 
i m p a c t  i n d i c ato r  ( n u m b e r  2 )  i s  p ro b l e m at i c  ( s e e  p a ra gra p h s 
67 and 68)  and al l  remaining indicators  are  output  indicators. 
Th u s ,  t h e  i n d i c a to r s  h ave  b e co m e  m o re  o f  a n  i n s t r u m e n t  o f 
operational  management than an indicator to measure the im-
pac t  and the success  of  the programme.  I t  is  di f f icult  to  str ike 
t h e  r i g ht  b a l a n ce  b e t we e n  co l l e c t i n g  t h e  d at a  e co n o m i c a l l y 
and monitor ing per formance effectively.  The evaluators of  the 
EIP indicators suggested a set of  balanced indicators including 
data  col lec t ion methods and t iming 43. 

65. 	 I f  meaningful  conclusions as  to the achievements of  the SMEG 
programme are  to  be  drawn,  i t  i s  essent ia l  that  the  monitor-
i n g  d at a  p rov i d e d  by  t h e  f i n a n c i a l  i nte r m e d i a r i e s  s h o u l d  b e 
re l iable,  i .e .  accurate  and complete. 

66. 	 Th e  f i n a n c i a l  i nte r m e d i a r i e s  v i s i te d  by  t h e  Co u r t  h a d  a l l  e s-
tabl ished procedures  for  col lec t ing the data  necessar y  for  re -
p o r t i n g  to  t h e  E I F.  Th e  q u a l i t y  o f  t h e  re p o r t i n g  p ro ce s s e s  at 
i nte r m e d i a r y  l e ve l  i s  c h e c k e d  d u r i n g  t h e  o n - s i te  m o n i to r i n g 
v is i ts  by  the E IF. 

67. 	 The col lec t ion of  data  re lated to  ‘ the number  of  jobs  created’ 
indicator  poses  di f f icult ies  for  some f inancia l  intermediar ies. 
I n  s o m e  co u nt r i e s  t h e  d at a  a re  o b t a i n e d  f ro m  g ove r n m e nt a l 
i n s t i t u t i o n s 4 4,  s o m e  f i n a n c i a l  i n te r m e d i a r i e s  co l l e c te d  t h e m 
on a  sample bas is 45,  others  made calculat ions  us ing expec ted 
values 46 or the f inancial  intermediaries did not update employ-
ment data annually as it  would be too burdensome47.  Since the 
q u a l i t y  o f  e m p l oy m e nt  d at a  va r i e s  f ro m  co u nt r y  to  co u nt r y, 
a d d i n g  t h e m  u p  r a i s e s  c o n c e r n s  a s  t o  t h e  r e l i a b i l i t y  o f  t h e 
value of  the indicator  concerning the number  of  jobs  created 
(number  2) .

43	 To measure results and 

impacts, several indicators 

were suggested, for example 

contribution to the performance 

of beneficiaries (growth of sales, 

jobs created/maintained, new 

products or services developed) 

or total (or average) turnover 

growth of SMEs financed. 

44	 For example, an intermediary 

in Slovenia obtained the 

employment data from the 

national social security and 

insurance institution.

45	 An intermediary in Spain 

collects the information annually 

from the regional guarantee 

societies on a sample basis.

46	 Another intermediary in 

Spain calculates the change 

in employment by comparing 

expectations at the time of the 

loan request compared with 

actual employment at the time 

of calculation.

47	 For example, an intermediary 

in Italy collects the employment 

data only in the initial guarantee 

application and does not update 

those at later stage.
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68. 	 A n o t h e r  p r o b l e m  w i t h  t h i s  i n d i c a t o r  i s  t h a t  t h e  v a l u e s  a r e 
taken from the number of  persons employed by the suppor ted 
SMEs,  which is  not equivalent to the number of  jobs created or 
mainta ined at  SMEs  receiv ing new f inancing.  The  new f inan
c ing received by an SME is  not  the only  fac tor  which leads  to 
m a i nt a i n i n g  o r  c re at i n g  j o b s .  Th e re  i s  n o  a n a l ys i s  a s  to  h ow 
t h e  g u a ra nte e d  l o a n  co nt r i b u te d  to  m a i nt a i n i n g  o r  c re at i n g 
jobs. 

R E P O R T I N G  R E Q U I R E M E N T S  A R E  C L E A R  A N D 
R E A S O N A B L E  A N D  O N LY  S O M E  F I N A N C I A L 
I N T E R M E D I A R I E S  CO N S I D E R  T H E M  A S  A  B U R D E N

69. 	 Financia l  intermediar ies  should have c lear  repor t ing require -
ments  in  order  to  col lec t  the data  for  monitor ing and repor t-
ing on the SMEG programme. Time and resources to obtain the 
required infor mat ion for  the  indicators  should  not  create  an 
unnecessar y  administrat ive  burden. 

70. 	 Financia l  inter mediar ies  are  requi red to  co l lec t  var ious  data 
o n  t h e  s u p p o r t e d  S M E s  a n d  r e p o r t  t o  t h e  E I F  o n  a  r e g u l a r 
basis  (see A n n e x  I I I ) .  Repor t ing requirements  are  l isted in  the 
guarantee agreement between the EIF  and the f inancial  inter-
m e d i a r y.  To  t h i s  e n d,  c l e a r  g u i d e l i n e s 4 8 h ave  b e e n  i s s u e d  by 
t h e  E I F  to  t h e  f i n a n c i a l  i nte r m e d i a r i e s  a s  to  h ow  to  co m p i l e 
the requested data.  Corroborat ing this  statement,  88 % of  the 
f inancia l  intermediar ies  agreed that  the operat ional  instruc -
t i o n s  p rov i d e d  by  t h e  E I F  we re  c l e a r 4 9.  Fu r t h e r m o re,  9 8   %  o f 
the f inancia l  intermediar ies  stated that  the E IF  is  a lways  wi l l -
i n g  t o  p rov i d e  f u r t h e r  i n fo r m a t i o n  t o  c l a r i f y  o p e r a t i o n a l  i s-
sues 50. 

71. 	 The results  of  the Cour t ’s  questionnaire also showed that  only 
2 0  %  o f  f i n a n c i a l  i nte r m e d i a r i e s  p a r t i c i p at i n g  u n d e r  t h e  C I P 
a n d / o r  t h e  MA P  f i n d  t h e  re p o r t i n g  re q u i re m e n t s  u n re a s o n -
able 51. 

48	 ‘Manual for compiling reports 

under the SME guarantee facility 

2007–13 (CIP)’ — EIF.

49	 Based on a questionnaire 

(Q14), 36 out of 41 financial 

intermediaries who answered 

this question agreed that 

the operational instructions 

provided by the EIF were clear.

50	 Based on a questionnaire 

(Q15), 40 out of 41 financial 

intermediaries who answered 

this question agreed that the 

EIF is always willing to give 

explanations during the lifetime 

of the guarantee.

51	 Based on a questionnaire 

(Q16), eight out of 42 financial 

intermediaries who answered 

this question did not agree that 

the reporting requirements were 

reasonable.
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72. 	 In cases where data collection through financial  intermedi aries 
poses  a  lot  of  d i f f icult ies  ( for  example,  employment  data) ,  a l -
ternat ive  methods of  col lec t ing information could have been 
more appropr iate.  Both repor ts ,  ‘Evaluat ion of  the indicators 
of  the  E IP ’ and the  ‘ I nter im evaluat ion of  the  E IP ’,  suggested 
us ing sur veys  in  the contex t  of  an evaluat ion.

AC H I E V E M E N T S  O F  T H E  S M E G  FAC I L I T Y

73. 	 This section describes the outputs delivered by the SMEG faci l-
i ty.  The outputs are analysed in relat ion to the faci l i ty ’s  objec-
t i ve s .  Fu r th er mo re,  th e  Eu ro pe an  ad de d va lu e  of  th e  fa c i l i t y 
is  examined,  in  par t icular  whether  the faci l i ty ’s  objec t ives are 
better  achieved by implementat ion at  Communit y  level  than 
at  nat ional  or  regional  level .

O U T P U T S  O F  T H E  S M E G  FAC I L I T Y

74. 	 Th e  C I P  f i n a n c i a l  i n s t r u m e nt s  s h o u l d  ‘ i m p rove  ( … )  a cce s s  to 
f inance  for  the  s tar t -up and growth of  SMEs  and investment 
in  innovat ion ac t iv i t ies 52’.  More speci f ica l ly,  the SMEG fac i l i t y 
under  CIP  sets  out  to : 

οο reach 315 750 SMEs 53;

οο guarantee loans that f inance SMEs’ innovative investments 54  
o r  a re  p rov i d e d  to  S M E s  l a c k i n g  s u f f i c i e nt  co l l ate ra l ;  a n d 
therefore

οο enhance access  to  f inance where the market  fa i ls .

75. 	 T h e  f o l l o w i n g  a n a l y s i s  w a s  b a s e d  o n  a  r e v i e w  o f  t h e  l o a n 
sample selec ted by the Cour t 55.  As  regards investments in cer-
tain k nowledge -related activit ies  such as technological  devel-
opment,  innovation and technology transfer,  reference is  made 
to the OECD Oslo Manual for the measurement of scientif ic and 
technological  ac t iv i t ies 56. 

52	 CIP Decision, Article 10.

53	 Annex to the Proposal for 

a Decision of the European 

Parliament and of the Council 

establishing a Competitiveness 

and Innovation Framework 

Programme (2007–13), 

SEC(2005) 433.

54	 Relevant only for the loan 

window. CIP Decision,  

Article 19.2 refers to ‘investments 

in certain knowledge-related 

activities such as technological 

development, innovation and 

technology transfer’.

55	 A sample of 181 loans was 

selected from the nine financial 

intermediaries visited. The 

number of loans chosen per 

intermediary reflecting the 

achieved guarantee volume and 

was limited to a range from 10 to 

45. 

56	 ‘The OSLO Manual, Proposed 

guidelines for collecting and 

interpreting technological 

innovation data’, OECD, 1997, 

also referred to in recital 8 

preceeding the CIP Decision and 

in the European Commission’s 

2009 impact assessment 

guidelines — SEC(2009) 92.
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T h e  o v e r a l l  t a r g e t  o f  r e a c h i n g  315 750 SME s  i s 
a tt  a i n a b l e

76. 	 Al l  f inancia l  intermediar ies  v is i ted c lear ly  targeted SMEs and 
al l  had procedures in place to ver ify  the SME status of  the bor-
rower.

77. 	 As  regards  the overal l  target  of  reaching 315 750 SMEs 57,  the 
Commission and the EIF  made a  successful  ef for t  to overcome 
t h e  co n s e q u e n ce s  o f  t h e  i n i t i a l  d e l ay  ( s e e  p a ra gra p h  3 2 )  by 
c o n c e n t r a t i n g  o n  t h e  l a rg e r  f i n a n c i a l  i n t e r m e d i a r i e s .  I n  t h e 
t h r e e  y e a r s  s i n c e  t h e  C I P  c a m e  i n  fo r c e ,  t h e  E I F  h a s  s i g n e d 
25 deals  with 21 f inancia l  intermediar ies  (see Ta b l e  2 ) .  At  the 
end of  2009,  the total  guarantee cap amount 58 of  these guar-
a n te e  a gre e m e n t s  s to o d  a t  1 9 1 , 1  m i l l i o n  e u ro,  re p re s e n t i n g 
37,5  % of  the overal l  budget  for  the SMEG fac i l i t y.  The f inan-
cial  intermediar ies  had provided loans to almost  59 000 SMEs, 
represent ing 19 % of  the target  number  of  SMEs.  Tak ing into 
account the results  from the MAP, the signed guarantee agree -
m e n t s  r e a c h  m o r e  t h a n  h a l f  o f  t h e  t a r g e t  n u m b e r  o f  S M E s 
(57,4  %)  i f  the maximum por tfol io  amount is  reached for  each 
of these agreements 59 (see Figure 3 ) .  Therefore,  the progress in 
implementat ion is  suf f ic ient  to  expec t  that  the overal l  target 
of  reaching 315 750 SMEs wi l l  be  atta ined.

57	 As provided in the CIP impact 

assessment, SEC(2005) 433.

58	 The cap amount represents 

the ceiling of the costs for the 

EU budget and will materialise 

only if the financial intermediary 

reaches the maximum portfolio 

amount and realises the 

expected losses on the loan 

portfolio.

59	 For instance under the MAP, 

only two out of 45 financial 

intermediaries reached less than 

90 % of the maximum portfolio 

amount. 

F I G U R E  3
O U T P U T S  O F  T H E  S M E G  FAC I L I T Y  U N D E R  C I P  A S  AT  T H E  E N D  O F  2009

42,9 %

57,4 %

18,6 %

37,5 %

0 % 20 % 40 % 60 % 80 % 100 %

Total cap amount of the guarantees signed as a percentage of the overall budget for the SME Guarantee Facility

Number of SMEs already reached as a percentage of the overall target for the SME Guarantee facility

Number of SMEs that could be reached with the currently signed guarantee 
agreements as a percentage of the overall target for the SME Guarantee facility1

Time elapsed in percentage terms

1	 Calculated  by the Court assuming the same average costs to the EU budget for reaching one SME as in the MAP programme 

(1 055 euro) and that the maximum portfolio amount is reached for all existing guarantee agreements.

Source: European Court of Auditors.
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T h e  f a c i l i t y  r e a c h e s  SME s  w h i c h  l a c k  c o l l a t e r a l ; 
i n n o v a t i v e  p r o j e c ts   a r e  s c a r c e

78. 	 The SMEG faci l i ty  is  designed to enhance access to debt fund-
ing for SMEs that have viable projects but are unable to secure 
a  loan f rom commercia l  lenders.  Such a  s i tuat ion can occur  i f 
an SME does not have suff icient col lateral  to fulf i l  the require -
ments  of  a  commerc ia l  lender.  A l ter nat ive ly,  the  SME can be 
denied access  to  loan f inancing i f  the commercia l  lenders  are 
not in a posit ion to easi ly estimate the viabil ity of  the business 
proposit ion,  as  might  be the case for  innovat ive investments. 
The more novel  the investment,  the less  l ikely  i t  i s  that  a  loan 
wi l l  be  granted.

79. 	 Based on the responses  to  the Cour t ’s  quest ionnaire,  the CIP 
f inancia l  intermediar ies  a imed to  target  pr imar i ly  SMEs with-
out  suf f ic ient  col latera l ,  secondly  micro enterpr ises  and then 
star t-ups.  The innovat ive  SMEs represent  the categor y  that  i s 
least  targeted.  Whi le  90  % of  the  intermediar ies  agreed with 
the statement that their  CIP-guaranteed product was aimed at 
customers that did not have suff icient col lateral,  only approxi-
mately  ha l f  o f  the  inter mediar ies  agreed with  the  statement 
t h a t  t h e i r  C I P- g u a r a n t e e d  p ro d u c t  w a s  a i m e d  a t  i n n o v a t i ve 
SMEs (see Fi g u r e  4 ) .

F I G U R E  4
S U R V E Y  O F  F I N A N C I A L  I N T E R M E D I A R I E S  —  S M E s TA R G E T E D  BY  T H E 
G UA R A N T E E / LO A N  P R O D U C T

54 %

69 %

79 %

90 %

0 % 20 % 40 % 60 % 80 % 100 %

Our CIP guaranteed product aims at innovative SMEs

Our CIP guaranteed product aims at start-up SMEs

Our CIP guaranteed product aims at micro enterprises

                       Our CIP guaranteed product aims at customers that 
                 do not have su�cient collateral

The CIP financial intemediaries had to indicate on a 5-point scale their level of agreement with these four statements. The percentage 

in the chart indicates the portion of the respondents that either agreed or strongly agreed with the statement. The number of 

responses provided to each of these questions slightly varied from 28 to 30 out of 31 financial intermediaries either participating or 

planning to participate in the CIP. 

Source: ECA questionnaire to the financial intermediaries.
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80. 	 The  analys is  of  the  loan sample  shows that  SMEs  with  a  lack 
o f  co l l ate ra l  b e n e f i te d  m o re  o f te n  t h a n  S M E s  t h at  we re  c a r -
r y ing out  innovat ive  investments.  Out  of  the 181 loans  in  the 
s a m p l e ,  7 7  l o a n s  ( 4 3  % )  we re  p ro v i d e d  t o  S M E s  t h a t  l a c k e d 
suff ic ient  col lateral  to gain access to f inance through exist ing 
commercial  lending.  Only 22 loans (12 %) were used to f inance 
projec ts  that  had innovat ive  aspec ts  (see Ta b l e  5 ) .

81. 	 A l though innovat ive  investments  were  rare,  the  loan sample 
inc luded some highly  innovat ive  investments.  Hal f  of  the in -
novat ive projec ts  (11 out  of  22)  were assessed as  market-new 
o r  w o r l d - n e w  t y p e s  o f  i n n o v a t i o n .  T h e s e  p r o j e c t s  a i m e d  a t 
creat ing new or  s igni f icant ly  improved produc ts,  produc t ion 
processes  or  del iver y  methods that  were new at  least  for  the 
operat ing market  of  the enterpr ise.  For  an example of  such an 
investment,  see B ox  5 .  The remaining innovat ive  investments 
could  be  descr ibed as  a  novel t y  only  for  the  enter pr ise  con -
cer ned,  and were  a l ready  being implemented by  other  f i r ms 
that  were direc t ly  competing with the borrower.

TA B L E  5
R E S U LT S  O F  T H E  LO A N  A N A LYS I S  I N  T E R M S  O F  N U M B E R  O F  LO A N S  A N D 
P E R C E N TAG E  O F  S A M P L E  S I Z E

SMEs that lack 
sufficient1 collateral

SMEs with sufficient 
collateral

Lack of collateral not 
demonstrated Total

Loans used to finance innovative 
investments

7 12 3 22

4 % 7 % 2 % 12 %

Loans used to finance projects with-
out significant innovative element

70 69 20 159

39 % 38 % 11 % 88 %

Total
77 81 23 181

43 % 45 % 13 % 100 %

1	 In the cases where a financial intermediary defined the level of sufficient collateral or this level could be implicitly deduced, this 

was applied to determine the ‘sufficiency’ of the collateral. In the remaining cases, an SME was considered to possess sufficient 

collateral if the loan amount did not exceed 70 % of the value of realisable assets. In the latter category, other factors which 

increased the risk profile of the SME were also taken into account (e.g. loans to unemployed) and as a result these SMEs were 

considered as ‘SMEs that lack sufficient collateral’.

Source: European Court of Auditors.
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82. 	� However,  for  23 loans no assessment could be made regarding 
the repor ted lack  of  col lateral  due to  the absence of  informa-
t ion at  the f inancia l  intermediar ies. 

Fi n a n c i a l  i n t e r m e d i a r i e s  st  r i v e  f o r  a d d i t i o n a l  l e n d i n g 
v o l u m e s ,  b u t  m o r e  a tt  e n t i o n  c o u l d  h a v e  b e e n  p a i d  t o 
d e a d w e i g h t

83. 	 I n  g u a r a n t e e  s c h e m e s ,  ‘d e a d w e i g h t ’ o c c u r s  i f  t h e  b o r r o w e r 
could have obtained the loan from commercial  lenders without 
public suppor t.  In such situations,  the effects,  such as creation 
o f  j o b s ,  e c o n o m i c  o r  i n n o v a t i o n  a c t i v i t y,  w o u l d  h a v e  b e e n 
re a l i s e d  a ny w ay.  Pu b l i c l y  s u p p o r te d  g u a ra n te e  s c h e m e s  a re 
most effective when the f inanced investment would other wise 
not  have been carr ied out ,  and the desi red ef fec ts  would not 
have been real ised. 

84. 	 To ensure that  the SMEG faci l i ty  provides addit ional  access  to 
f i n a n c e  fo r  S M E s ,  t h e  Co m m i s s i o n  h a s  d e ve l o p e d  ‘G u i d a n c e 
on enhanced access  to  f inance’.  Th is  a ims  to  ensure  that  the 
f i n a n c i a l  i n te r m e d i a r y  c a n  u s e  t h e  p o r t fo l i o  g u a ra n te e  o n l y 
af ter  the  ac tual  lending volume exceeds  the  lending volume 
that  the intermediar y  would have achieved without  the guar -
antee.  This  concept  of  addit ional i t y  i s  s imple  to  use  and can 
be eas i ly  embedded into the guarantee agreement.

B O X  5
E X A M P L E  O F  A N  I N N O VAT I V E  P R O J E C T

The entrepreneur did not have sufficient collateral to secure a normal commercial loan of 40 000 euro. 
However, in his previous job as a researcher he had acquired significant knowledge about the produc-
tion of vinegar. He therefore used the guaranteed loan to start up a company producing high-quality 
vinegar. The production process used specifically cultivated bacteria that made the fermentation 
process more stable. The resulting vinegar had a better taste and higher sugar content — qualities 
appreciated by consumers. The company’s operating market was regional and there were no other 
competitors using the same production process.
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85. 	 H o we ve r,  a d d i t i o n a l i t y  d o e s  n o t  e n s u re  t h a t  t h e  a d d i t i o n a l 
volume at  the level  of  the f inancia l  intermediar y  is  a lso  addi-
t ional  at  the level  of  the economy.  I n  the contex t  of  the SMEG 
faci l i t y,  i t  i s  considered that  deadweight  occurs  i f  guarantees 
are  provided for  loans  to  SMEs  with  suf f ic ient  co l latera l  and 
without innovative investments.  However,  when providing as -
s i s t a n c e  o n  a  p o r t fo l i o  b a s i s ,  a  c e r t a i n  l e ve l  o f  d e a d we i g h t 
i s  inevi table.  The loan analys is  revealed deadweight  in  more 
than a  th i rd  of  the  loans  in  the  sample  (38  %,  69  out  of  181 , 
see Ta b l e  5 ) .  O ther  things being equal,  these borrowers  could 
have obtained the loans from commercial  lenders  without the 
SME guarantee.  A  sur vey of  the MAP borrowers  conduc ted by 
the inter im evaluator  showed a  s imi lar  level  of  deadweight 60.

S p e c i f i c  l e n d i n g  c o n d i t i o n s

86. 	 Each guarantee agreement  bet ween the E IF  and the f inancia l 
intermediar y  contains  a  standard c lause l ist ing the pr inciples 
of  enhanced access  to f inance (see paragraph 54)  for  the ben -
efit  of  SMEs without col lateral  or  with innovative investments. 
There  is  not  a lways  a  c lear  indicat ion as  to  how the f inancia l 
intermediar y  intends to  target  them.  Some f inancia l  interme -
diar ies  used speci f ic  lending condit ions  to  attrac t  such SMEs, 
thus  minimis ing deadweight  (see B ox  6 ) .

60	  ‘The survey results indicate 

that two out of three companies 

would not have undertaken the 

project without the guaranteed 

loan, or would have done less. 

Only one out of three companies 

surveyed responded that 

they would have either set up 

the business or undertaken 

the project even without the 

guaranteed loan.’

B O X  6
L E N D I N G  CO N D I T I O N S  TO  AT T R AC T  E I T H E R  I N N O VAT I V E  S M E s O R  S M E s 
W I T H O U T  S U F F I C I E N T  CO L L AT E R A L 

οο The guaranteed loans can be provided only to start-ups and SMEs with a short business history

οο Ceiling on the loan amount

οο Providing non-monetary benefits to the SMEs61 so that the guaranteed loans are not cheaper 
than non-guaranteed loans

οο Higher guarantee rates for investments that are innovative or constitute to some extent a novelty

61	 Such as reduced collateral requirements, accelerated credit decisions and fixed interest rates.
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87. 	 Whi le  the f i rst  three lending condit ions wi l l  lead to automatic 
preference  for  bor rowers  that  lack  co l latera l ,  the  last  condi-
t i o n  w i l l  p ro b a b l y  i n c re a s e  t h e  i n t e re s t  o f  i n n ov a t i ve  S M E s. 
T h e  re l a t i ve  a b s e n c e  o f  l e n d i n g  c o n d i t i o n s  g e a re d  t o w a rd s 
i n n o v a t i ve  S M E s  m ay  e x p l a i n  t h e  l o w  n u m b e r  o f  i n n o v a t i ve 
investments  found in  the sample (see Ta b l e  5 ) .

E U R O P E A N  A D D E D  VA LU E

88. 	 As  a l l  t h e  f i e l d s  cove re d  by  t h e  C I P  a re  t h e  s h a re d  re s p o n s i-
b i l i t y  o f  t h e  M e m b e r  St ate s  a n d  t h e  Co m m u n i t y 6 2,  t h e  S M E G 
faci l ity also has to respect the subsidiar ity principle st ipulated 
i n  A r t i c l e  5  o f  t h e  Tr e a t y.  E U  a c t i o n s  n o t  f a l l i n g  w i t h i n  t h e 
exclusive competence of  the Union,  such as  the SMEG faci l i ty, 
should be under taken only  i f,  and in  so  far,  as  the objec t ives 
of  the proposed ac t ion cannot be suff ic iently  achieved by the 
Member States,  but can rather,  by reason of the scale or effects 
of  the proposed ac t ion,  be better  achieved at  the EU level .

89. 	 The concept of  subsidiar i ty  is  reiterated in a  recital  preceding 
the CIP  decis ion 63,  in  the CIP  proposal 64 and in  the CIP  impac t 
assessment 65.  I n  essence,  the arguments  used by the Commis -
sion in favour of  the EU dimension of  the f inancial  instruments 
can be grouped under  t wo headings :

οο ensur ing coherence in  implementat ion;  and 

οο the global  nature  of  competit ion and innovat ion.

T h e  SMEG f a c i l i t y  m a y  h a v e  s i z e a b l e  n o n - m o n e t a r y 
b e n e f i ts   f o r  a n  i n t e r m e d i a r y ;  h o w e v e r  c o n s i st  e n c y  o f 
i m p l e m e n t a t i o n  i s  n o t  a c t i v e l y  st  r i v e n  f o r

90. 	 I n  i t s  C I P  p r e p a r a t o r y  d o c u m e n t s ,  t h e  C o m m i s s i o n  a r g u e d 
that  the European dimension would ensure di f fus ion of  good 
practice in the del iver y of  f inancial  instruments,  including the 
SMEG fac i l i t y.  Al though s imi lar  measures  exist  in  some Mem-
ber  States,  the Community  inter vention wi l l  contr ibute to the 
consistenc y of  implementat ion.

62	 The Commission derived 

the legal bases of the CIP from 

Articles 172, 173(3) and 192(1) 

of the Treaty on the Functioning 

of the European Union 

(consolidated version after 

Lisbon Treaty).

63	 CIP Decision, recital 62.

64	 COM(2005) 121 final, 6.4.2005.

65	 SEC(2005) 433, 6.4.2005.
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66	 Intermediaries that 

participate or plan to participate 

under CIP.

67	 CIP Decision, Article 2.

�91. 	 Several  cases  were found in  which the f inancing f rom the EU 
budget was crucial,  not only as a par tial  coverage of  the credit 
l o s s e s ,  b u t  a l s o  b e c a u s e  i t  a l l o w e d  t h e  i n t e r m e d i a r y  t o  t r y 
something new. In two instances the SMEG faci l ity helped with 
the development  of  guarantee or  lending produc ts  that  were 
new to  the intermediar y.  For  one of  them,  mult ip le  attempts 
had to be made unti l  the product gained suff icient recognition 
f rom the on- lending banks  and the c l ients.  I t  can be assumed 
that the product would not have been developed if  the EIF and 
the Commission had not repeatedly col laborated with that  in -
termediar y.  Fur thermore,  cooperation with the EU inst itutions 
m ay  h e l p  s m a l l e r  p r i vate  f i n a n c i a l  i nte r m e d i a r i e s  e s p e c i a l l y 
to  gain recognit ion among the on- lending banks  and/or  their 
c l ients. 

92. 	 This  is  corroborated by the result  of  the quest ionnaire sent  to 
the f inancial  intermediar ies.  S ix  out  of  31 CIP intermediar ies 66  
have developed a  new loan or  guarantee produc t  and 16 out 
o f  3 1  h ave  s i g n i f i c a n t l y  m o d i f i e d  t h e i r  e x i s t i n g  p ro d u c t s  t o 
par t ic ipate  in  the CIP. 

93. 	 The SMEG faci l i ty  increases the vis ibi l i ty  of  EU suppor t  among 
f inancia l  intermediar ies.  The audit  v is i ts  showed that  aware -
n e s s  o f  t h e  E U  g u a r a n t e e s  a m o n g  S M E s  w a s  n o t  v e r y  h i g h . 
H o w e v e r,  a c t i v e l y  d r i v e n  a t t e m p t s  t o  e n s u r e  c o n s i s t e n c y 
b e t we e n  t h e  p r a c t i c e s  o f  d i f fe re n t  i n t e r m e d i a r i e s  we re  n o t 
o b s e r ve d.  Th e  E I F  s i m p l y  co l l e c t s  t h e  i n fo r m at i o n  a b o u t  t h e 
prac t ices  of  the  f inancia l  inter mediar ies ,  but  does  not  ques -
t ion these practices.  As has been shown in the case of  lending 
condit ions  (see paragraph 86) ,  a  more ac t ive  approach by the 
EIF might improve take -up of  the faci l i ty  by SMEs with innova-
t ive  projec ts  or  insuff ic ient  col latera l .

T h e  SMEG f a c i l i t y  i n c r e a s e s  t h e  c o m p e t i t i v e n e ss   o f 
i n d i v i d u a l  e n t e r p r i s e s ;  t h i s  d o e s  n o t  i m p l y  t h a t  EU a d d e d 
v a l u e  i s  d e l i v e r e d

94. 	 This  aspec t  of  EU added value is  direc t ly  re lated to one of  the 
CIP  global  objec t ives :  ‘ to  foster  the competit iveness  of  enter -
pr ises,  in  par t icular  of  SMEs’ 67.  I n  the preparator y  documents, 
the Commiss ion argued that  the competit ion European f i rms 
face is  increas ingly  global  and innovat ion is  seen as  a  global 
phenomenon that is  not successful  and sustainable in a closed 
environment.



Special Report No 4/2011 – The audit of the SME Guarantee facility

43

Special Report No 4/2011 – The audit of the SME Guarantee facility

95. 	 The loan analys is  showed that  the SMEG fac i l i t y  does  indeed 
help individual  enterpr ises  to  increase their  competit iveness. 
I t  w a s  f o u n d  t h a t  7 4  o u t  o f  1 8 1  l o a n s  ( 4 1  % )  w e r e  d i r e c t l y 
used to increase the enterpr ise’s  competit iveness 68.  The SMEG 
faci l i t y  del ivers  many other  valuable  results  in  re lat ion to  the 
creat ion of  a  more competit ive  environment.  I t  enables  smal l 
s t a r t - u p s  —  m a i n l y  i n  t h e  s e r v i c e  s e c t o r  —  t o  e m e r g e.  O u t 
of  the  181 loans  in  the  sample,  26  loans  (14  %)  were  used to 
star t  a  new business  and 15 loans  (8  %)  were used to  f inance 
p o s t - s t a r t - u p  e x p a n s i o n s  o f  t h e  b u s i n e s s 6 9.  I t  a l s o  h e l p s  t o 
m a i n t a i n  t h e  co m p e t i t i ve  l a n d s c a p e  a l l ow i n g  i n d i v i d u a l s  to 
b e co m e  e nt re p re n e u r s  by  b u y i n g  a n  ex i s t i n g  S M E  ( 4 7  l o a n s, 
26  %) .

96. 	 H owe ve r,  t h e  E U  a d d e d  va l u e  o f  t h e s e  re s u l t s  i s  n o t  co n c l u-
s ive  as  the same ef fec ts  could be achieved with funding f rom 
nat ional  budgets.  For  instance,  the Commiss ion 70 gives  three 
suggestions on how an EU pol ic y may impact competit iveness 
at  the EU level 71.  The EU pol ic y  might :

οο have an impac t  on the competit ive  posit ion of  EU f i rms in 
compar ison with their  non-EU r ivals ;

οο st imulate cross-border  investment f lows,  including reloca -
t ion of  economic  ac t iv i t y ;  or 

οο b e  n e c e s s a r y  t o  c o r re c t  u n d e s i r a b l e  o u t c o m e s  o f  m a r k e t 
processes  in  European markets.

97. 	 None of these effects were obser ved during the audit.  The loan 
analys is  conf i rmed that  most  of  the SMEs are  operat ing in  lo -
c a l ,  re gi o n a l  o r  n at i o n a l  m a r k e t s .  N i n e te e n  o u t  o f  1 8 1  l o a n s 
(10 %)  were provided to  SMEs that  had some cross-border  ac -
t iv it ies  and 13 loans (7  %)  were used for  investments  that  had 
a s ignif icant cross-border element 72.  The scarcity  of  cross-bor-
der  ac t iv i t ies  i s  not  sur pr is ing given the  t ypes  of  bus inesses 
of  the SMEs in  the sample ( for  an over view,  see Fi g u r e  5 ) :  17 
restaurants ,  e ight  tax i  dr ivers ,  41  smal l  reta i l  shops  (baker y, 
butcher,  newspaper shop or supermarket)  or 17 craftsmen (car-
penter,  e lec tr ic ian,  mason or  roofer) .  Given these examples of 
borrowers whose businesses are usual ly  local ,  the need for  EU 
inter vent ion is  not  suf f ic ient ly  demonstrated.

68	 The enterprise’s 

competitiveness was deemed 

to have increased if the business 

plan included information that 

the investment would either:

•	 �increase the enterprise’s 

production capacity of goods 

or services; or make it more 

efficient;

•	 �increase its market share;

•	 �increase its exports;

•	 �increase the performance/

training of its staff;

•	 �lead to more productive use 

of information technology; or

•	 �improve the marketing of its 

products or services.

Start-ups were considered 

separately as always increasing 

the competitive landscape.

69	 Post start-up expansion 

means an expansion of the 

business within three years after 

the start-up.

70	 Commission Staff Working 

Paper ‘Impact assessment: 

Next steps — In support of 

competitiveness and sustainable 

development’, SEC(2004) 1377.

71	 Also mentioned in SEC(2005) 

791.

72	 The cross-border element was 

deemed significant if the aim of 

the investment was to increase 

production abroad, expand into 

markets abroad or create new 

business relations with foreign 

counterparts (e.g. suppliers).
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73	 Also noted for instance by the 

ECB, ‘The financing of small and 

medium-sized enterprises in the 

Euro area’, ECB Monthly Bulletin, 

August 2007, p. 77.

98. 	 I ndeed,  the  sca le  of  the  indiv idual  guarantee deals  does  not 
go beyond national  borders.  In essence the SMEG faci l ity oper-
ates as a set  of  national  guarantee schemes,  because there are 
s igni f icant  d i f ferences  bet ween the  nat ional  debt  mar kets 73. 
These di f ferences  are  caused by cultural  as  wel l  as  legal  con-
s t ra i n t s  a n d  a re  s o  s i gn i f i c a n t  t h a t  t h e  d e b t  m a r k e t s  c a n  b e 
considered to  be purely  nat ional .

F I G U R E  5
LO A N  A N A LYS I S  —  T Y P E S  O F  B U S I N E S S E S  

26 %

24 %
14 %

12 %

5 %

19 %

Manufacturing

Retail

Hotels, Restaurants, Catering

Individual Craftsmen & Construction 
companies

Taxi & Transportation

Other

Source: European Court of Auditors.
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CONCLUSIONS AND 
RECOMMENDATIONS

D e s i g n  o f  t h e  SMEG f a c i l i t y

99. 	 Although no explicit  inter vention logic was provided in the CIP 
preparator y documents for  the SMEG faci l i ty,  an implicit  inter-
vent ion logic  can be found in  the di f ferent  preparator y  docu -
m e n t s  o f  t h e  C I P  D e c i s i o n .  H owe ve r,  t h e re  i s  n o  c o n c e pt u a l 
l i n k  b e t we e n  t h e  p ro b l e m  at  s t a k e  a n d  t h e  ex p e c te d  re s u l t s 
and impac ts  as  presented before the star t  of  the inter vention. 
Although the objec t ives  are  now more precise  than under  the 
previous MAP programme,  they are only  speci f ic ,  measurable, 
achievable  and t imed in  re lat ion to  the expec ted outputs. 

Fu t u r e  S M E  s u p p o r t  p r o g r a m m e s  s h o u l d  b e  b a s e d  u p o n 
an e xp l ic i t  inter vention lo gic  l ink ing the input s  to  the e x
p e c te d output s ,  result s  and imp ac t s .

R E C O M M E N D AT I O N  1

S e tt  i n g  t h e  m a n a g e m e n t  st  r u c t u r e

100. 	Overal l  an appropriate framework has been established for the 
management  of  the SMEG fac i l i t y.  The fee struc ture  has  been 
improved compared to MAP by adding per formance -tr iggered 
incentives.  However,  delays in the planning of  the faci l i ty  pre -
ve nte d  e f fe c t i ve  b u d g e t  a l l o c at i o n  d u r i n g  t h e  f i r s t  ye a r  a n d 
c a u s e d  a n  i nte r r u p t i o n  o f  t h e  s u p p o r t  fo r  s o m e  f i n a n c i a l  i n-
termediar ies.

Fo r  t h e  p u r p o s e  o f  p l a n n i n g  a ny  s u b s e q u e n t  f a c i l i t y,  t h e 
Cour t  re comm ends f inal is ing the le gal  b asis  and the man -
a g e m e nt  a gre e m e nt  we l l  b e f o re  th e  e f f e c t i ve  s t ar t  of  th e 
p r o g r a m m i n g  p e r i o d  i n  o r d e r  t o  h av e  t i m e  t o  s e l e c t  a d -
e qu ate  f in an cia l  inte r m e diar i e s  an d  to  co m p l e te  co nt r a c t 
n e g o t i a t i o ns  w i t h  t h e m  b y  t h e  e f f e c t i ve  s t a r t  o f  t h e  p r o -
gramming p er io d,  thus avoiding the ne e d to have re course 
to  any retro ac t iv i t y  c lause in  the f uture.

R E C O M M E N D AT I O N  2
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S e l e c t i o n  o f  f i n a n c i a l  i n t e r m e d i a r i e s

101. 	The Commission devised appropriate procedures for the selec-
tion of f inancial  intermediaries.  However,  no scoring standards 
we re  e s t a b l i s h e d  to  rate  t h e  a p p l i c at i o n s  f ro m  t h e  d i f fe re nt 
p o te n t i a l  i n te r m e d i a r i e s  a n d  n o  m i n i m u m  re q u i re m e n t s  a re 
def ined for  the  d i f ferent  se lec t ion cr i ter ia .  Weak nesses  were 
found in  the documentat ion of  the parameters  sett ing in  the 
guarantee agreements  with f inancia l  intermediar ies.

To enhance the transparenc y of  the selec tion,  a scoring sys-
tem for  th e ass essm ent  of  p otent ia l  inter m e diar y  app l ic a -
t ions  should b e put  in  p lace for  any successor  pro gramm e. 
Minimum requirements should be def ined for  the selec tion 
o f  f inan cia l  inte r m e diar i e s .  T h e  c a l culat i o n  o f  th e  p ar am -
eter s  in  the guarante e agre em ent s  should b e do cum ente d 
in  greater  det ai l . 

R E C O M M E N D AT I O N  3

Pe r f o r m a n c e  m o n i t o r i n g  a n d  r e p o r t i n g 

102. 	Suff ic ient output indicators were established which were used 
t o  re p o r t  o n   S M E G ’s  i m p l e m e n t a t i o n .  Th e  d a t a  fo r  t h e  o n l y 
impac t  indicator  which refers  to  the ‘number  of  jobs  created’ 
is  di f f icult  to col lec t  and,  due to var ying calculat ion methods, 
n o t  co m p a ra b l e  b e t we e n  co u nt r i e s .  R e p o r t i n g  re q u i re m e nt s 
are  c lear  and not  perceived as  a  burden by  a  major i t y  of  the 
f inancia l  intermediar ies  par t ic ipat ing in  SMEG.

The Commission should consider  the scope for  creating ad -
dit ional  or  b et ter  p er formance indicators  in  order  to moni -
tor  b et ter  the achievement s  of  the faci l i t y ’s  obje c t ives  and 
draw appropr iate  conclusions . 

R E C O M M E N D AT I O N  4
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74	 ‘Response by the European 

Court of Auditors to the 

Commission’s communication 

‘Reforming the budget, 

Changing Europe’ (paragraphs 

7 to 9), and Opinion 1/2010 

‘Improving the financial 

management of the European 

Union budget: Risks and 

challenges’ (paragraphs 18 and 

19).

A c h i e v e m e n ts   o f  t h e  SMEG f a c i l i t y

103. 	The only  quant i f ied target ,  that  of  reaching 315 750 SMEs,  i s 
l i k e l y  t o  b e  a c h i e ve d.  T h e  a n a l y s i s  o f  t h e  Co u r t ’s  s a m p l e  o f 
loans showed that less than half  of  the loans (43 %) were given 
to  SMEs that  had a  lack  of  suf f ic ient  col latera l  and only  12 % 
used the  loans  for  innovat ive  investments.  The loan analys is 
revealed a  deadweight  of  38  %,  i .e .  loans  made to  SMEs with 
suff ic ient  col latera l  and not  us ing them for  innovat ion.

104. 	T h e  S M E G  f a c i l i t y  e n a b l e d  s o m e  f i n a n c i a l  i n t e r m e d i a r i e s  t o 
develop and offer  new lending or  guarantee produc ts,  but  no 
a c t i ve  i d e nt i f i c at i o n  a n d  d i s s e m i n at i o n  o f  g o o d  p ra c t i ce s  i s 
under taken.  The EU added value of  SMEG is  not  demonstrated 
a s  t h e  re s u l t s  f ro m  S M E G  m i g ht  a l s o  h ave  b e e n  a c h i e ve d  by 
funding under  nat ional  schemes.  S igni f icant  cross-border  in-
vestments  or  ef fec ts  of  the SMEG loans  were not  obser ved.

T he Commission should in  f uture  set  more sp e ci f ic  t arget s 
which b et ter  re f le c t  the obje c t ives  of  the f inancia l  ins tru -
m e n t .  D u r i n g  t h e  l i f e t i m e  o f  t h e  i n s t r u m e n t  m o n i t o r i n g 
sh o ul d  m easure  p ro gre ss  tow ards  a chi ev in g su ch t arg e t s , 
a l lowing rem e dial  ac t ion to  b e t aken as  ne cess ar y.  Appro -
p r iate  m easures  to  minimis e  dea dweight  should  b e env is -
age d,  drawing inter  a l ia  on b es t  prac t ices  a l ready in  p lace 
at  cer t a in  interm e diar ies .

R E C O M M E N D AT I O N  5

A s  t h e  C o u r t  e m p h a s i s e d  i n  t h e  p a s t ,  e x p e n d i t u r e  f r o m 
the Union budget  mus t  of fer  c lear  and v is ib le  b ene f i t s  for 
the EU and for  i t s  c i t izens  which could not  b e achieve d by 
s p e n d i n g  o n l y  a t  n a t i o n a l ,  r e g i o n a l  o r  l o c a l  l e ve ls  74.  T h e 
Budgetar y Authorities and the Commission should therefore 
co ns i d e r  h o w  EU  a d d e d  v a l u e  co u l d  b e  m a x i m is e d  i n  a ny 
successor  to  the SMEG f aci l i t y.

R E C O M M E N D AT I O N  6
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	 Th i s  re p o r t  wa s  a d o p te d  by  C h a m b e r  I V,  h e a d e d  by  M r  I g o r s 
LUDBORŽS,  M ember  of  the Cour t  of  Auditors ,  in  Luxembourg 
at  i ts  meet ing of  22 March 2011.

For the Court of Auditors

Vítor Manuel da SILVA CALDEIRA
President
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O V E R V I E W  O F  T H E  C I P  S T R U C T U R E  D O W N  TO  T H E  S M E  G UA R A N T E E 
FAC I L I T Y

A N N E X  I

CIP structure: 3 pillars
Budget 2007 to 2013: 3 621 million euro

i. � EIP: Entrepreneurship and Innovation 
Programme

ii.  IEE: Intelligent Energy Europe
iii. � ICT: Information and communication 

technologies policy

EIP: Entrepreneurship and Innovation Programme (2 172 million euro)

i.  Financial instruments 
ii. � Enterprise Europe Network: 

Services in support of 
business and innovation

iii. � Innovation and eco-
innovation pilot and market 
replication projects

iv. � Policy analyses, 
development, coordination 
and twinning

Financial instruments (1 130 million euro)

i.   SMEG facility ii. � High Growth and Innovative facility (GIF) iii.  Capacity-Building Scheme (CBS) 

SME Guarantee facility (510 million euro) 
4 different guarantee windows:

i.  Loans and leases ii.  Microcredit
iii. � Equity and quasi-equity 

guarantee
iv.  Securitisation
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M O N I TO R I N G  BY  T H E  CO M M I S S I O N  A N D  T H E  E I F

1. The Commission performs:

οο monitoring of the EIF to assess the management of the SMEG facility. This includes a review of: 

•	 the EIF checks on portfolio inclusion;

•	 the guarantee calls; and

•	 the EIF’s findings during its on-site visits to financial intermediaries.

οο monitoring of financial intermediaries and SMEs. This includes:

•	 visits to financial intermediaries. The visits include a review of systems in place in order to ensure 
compliance with the Guarantee Letter and the FMA; a review of the implementation progress of the 
facility by the financial intermediary; review of the systems put in place by the financial intermediary 
to implement the facility; a compliance check of a sample of SME loans or guarantees (transactions);

•	 visits to SMEs; and

•	 a SMEG employment survey, the purpose of which is to check compliance with the requirements 
as per FMA.

οο other monitoring tasks such as a review of the EIF quarterly fee.

2. The EIF mainly checks:

οο the data collected from financial intermediaries using plausibility tests;

οο through on-site monitoring visits to financial intermediaries:

•	 the quality of the reporting process;

•	 the guarantee payment and recovery processes; and

•	 the process relating to the verification of the eligibility criteria for portfolio inclusion.

οο the financial intermediary’s payment demand by cross-checking the consistency of the data reported by 
the financial intermediary during its quarterly reporting and the information provided in the payment 
demand. Based on a sample, additional substantive tests are performed using supporting documents 
provided by the financial intermediaries to ensure the validity of the defaulted financing.

A N N E X  I I
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A N N E X  I I I
R E P O R T I N G  BY  T H E  F I N A N C I A L  I N T E R M E D I A R I E S  TO  T H E  E I F

The financial intermediaries’ reporting1 to the EIF is structured as follows:

οο Part A is related to new operations (quarterly reporting):

•	 borrowers — tax code, name, address, postal code, place, region, country, data of establishment, 
economic sector, legal status, current number of employees, comments; and

•	 loans — tax code, loan reference, currency, purpose of financing, investment amount, tangible 
assets, intangible assets, working capital, loan amount, loan maturity, grace period, loan signature 
date, first disbursement date, comment.

οο Part B is related to the list of information included (quarterly reporting): 

•	 tax code, loan reference, currency, total reduction loan amount, final outstanding loan amount, 
end of disbursement period.

οο Part C is related to the guarantees calls (quarterly reporting): 

•	 tax code, loan reference, default occurred date, currency, default amount, recoveries amount, interests 
accrued, loss.

οο Part D is related to the expired loans (quarterly reporting):

•	 tax code, loan reference, repayment date.

οο Part E is related to cancelled loans (quarterly reporting): 

•	 tax code, loan reference, type of cancellation.

οο Part F is related to modifications (quarterly reporting).

οο Part G is related to employment report (yearly reporting).

1	 This summary is based on the EIF document ‘Manual for compiling reports under the SMEG facility 2007–2013’.
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REPLY OF THE 
COMMISSION
EXECUTIVE SUMMARY

III .
The SMEG under  the  Compet i t iveness  and 
I n n o v a t i o n  Fr a m e w o r k  P r o g r a m m e  ( C I P ) 
b u i l t  o n  e x t e n s i v e  e x p e r i e n c e  f r o m  t h e 
M u l t i a n n u a l  P r o g r a m m e  f o r  E n t e r p r i s e 
and Entrepreneurship  (MAP) ,  va l idated by 
ex ternal  evaluators  who recommended the 
c o n t i n u a t i o n  o f  t h e  p r o g r a m m e  w i t h  i t s 
d i ve r s i t y  o f  i n s t r u m e n t s .  I t  w a s  t h e re fo re 
n o t  c o n s i d e r e d  n e c e s s a r y,  e i t h e r  b y  t h e 
C o m m i s s i o n  o r  t h e  B u d g e t a r y  A u t h o r i t y, 
e x p l i c i t l y  t o  s t a t e  t h e  i n t e r ve n t i o n  l o g i c , 
s i n c e  l o a n  g u a r a n t e e s  a r e  a c c e p t e d  t o 
b e  a  h i g h l y  e f fe c t i ve  a n d  e f f i c i e nt  way  to 
address  the pol ic y  objec t ives.

T h e r e  i s  n o  d o u b t  t h a t  t h e  b e s t  p r a c -
t i c e s  f o r  e x t e n d e d  i m p a c t  a s s e s s m e n t s 
have  evolved s ince  the  t ime when the  CIP 
e x t e n d e d  i m p a c t  a s s e s s m e n t  w a s  c a r r i e d 
o u t ,  b a c k  i n  2 0 0 5 .  T h e  C o m m i s s i o n  s e r
v ices  wi l l  s t r ive  to  apply  h igher  s tandards 
and to  address  the Cour t 's  concerns  in  the 
prepar at ion of  any successor  to  SMEG.

The Commission is  ful ly  aware of  the bene
f i t  of  c lear  and meaning ful  indicators  and 
i n  2 0 0 9  c o m m i s s i o n e d  a n  e v a l u a t i o n  t o 
review the indicators.  The proposals  made 
—  b a s e d  o n  a  t h o r o u g h  r e v i e w  o f  t h e 
i n t e r v e n t i o n  l o g i c  —  h a v e  a l r e a d y  b e e n 
i m p l e m e n te d  a n d  co n s t i t u t e  a n  i m p rove -
m e n t  t h a t  s h o u l d  a d d r e s s  s o m e  o f  t h e 
Cour t 's  concerns.
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IV.
T h e  C o m m i s s i o n  w e l c o m e s  t h e  C o u r t ' s 
pos i t ive  evaluat ion of  the  management  of 
dai ly  operat ions.

T h e  C o m m i s s i o n  w i l l  f u r t h e r  c o n s i d e r 
w h e t h e r  i t  w o u l d  b e  a p p r o p r i a t e  f o r  t h e 
E I F  t o  u s e  a  s c o r i n g  s y s t e m  i n  o r d e r  t o 
def ine a  minimum score level .

H o w e v e r,  i n  t h e  p r e - s e l e c t i o n  p r o c e s s  o f 
a s s e s s i n g  a n  a p p l i c at i o n ,  t h e  E I F  re q u i re s 
intermediar ies  to  meet  minimum standards 
a s  re g a rd s  t h e  s u f f i c i e n c y  o f  i n fo r m a t i o n 
provided. 

VI.
T h e  C o m m i s s i o n  s h a r e s  t h e  C o u r t ’s  v i e w 
t h a t  t h e  t a r g e t  n u m b e r  o f  S M E s  t o  b e 
reached is  atta inable.

‘Deadweight ’ should not  be seen as  synon -
ymous with ineff ic ient  budget  a l locat ion. 

S M E G  g u a ra nte e s  a re  p rov i d e d  o n  a  p o r t-
fo l i o  b a s i s ,  a s  o p p o s e d  t o  a  l o a n - b y - l o a n 
guarantee.

T h e  C I P  p r o g r a m m e  i s  a d d r e s s i n g  p o t e n -
t i a l  d e a d w e i g h t  i s s u e s  i n  i t s  d e s i g n  b y 
requir ing an intermediar y  to  do more than 
i t  w o u l d  d o  w i t h o u t  t h e  C I P  g u a r a n t e e , 
a s  t h e  g u a r a n t e e  i s  c o n d i t i o n a l  u p o n  t h e 
intermediar y  exceeding the reference vol -
ume.  The latter  i s  def ined as  the est imated 
v o l u m e  o f  f i n a n c e  t h a t  t h e  i n t e r m e d i a r y 
w o u l d  p r o v i d e  i n  t h e  a b s e n c e  o f  t h e  C I P 
g u a r a n t e e .  T h e  C o m m i s s i o n  n o n e t h e l e s s 
agrees  that  appropr iate  measures  to  min -
i m i s e  d e a d w e i g h t  ( s e e  p o i n t  V I I  b e l o w ) 
should be envisaged in  any successor  pro -
gramme. 

The Commiss ion takes  note  of  the  Cour t ' s 
f i g u r e s .  A c c o r d i n g  t o  r e c e n t  t e l e p h o n e 
i n t e r v i e w s  o f  S M E G  b e n e f i c i a r i e s ,  c a r r i e d 
out  in  the contex t  of  the ongoing EIP  eval -
uat ion,  the percentage of  those who inno -
vated is  s igni f icant ly  h igher.

T h e  C o m m i s s i o n  b e l i e v e s  t h a t  t h e r e  i s  a 
st rong presumption in  favour  of  EU added 
v a l u e  b e i n g  p r e s e n t ,  a s  o b s e r v e d  b y  t h e 
i n d e p e n d e n t  e v a l u a t i o n  o f  S M E G  u n d e r 
t h e  MA P  ( f i n a l  e va l u at i o n ) .  Th i s  p re s u m p -
t i o n  w a s  a l s o  a c c e p t e d  b y  t h e  B u d g e t a r y 
Author it y  and conf i rmed by i ts  adoption of 
the legal  bas is .

VII .
The Commiss ion accepts  the recommenda-
t ion that  in  any s imi lar  future  inter vent ion 
the  EU added va lue  should  be  maximised. 
I t  i s  a l r e a d y  b e i n g  t a k e n  i n t o  a c c o u n t  i n 
the  d iscuss ions  and p lanning for  the  nex t 
generat ion of  f inancia l  instruments  in  the 
p o s t - 2 0 1 3  M u l t i a n n u a l  F i n a n c i a l  Fr a m e -
w o r k ,  w h e r e  ‘e n s u r i n g  E U  a d d e d  v a l u e ’ 
i s  o n e  o f  t h e  k e y  p r i n c i p l e s  t h a t  m u s t  b e 
respec ted by a l l  proposed instruments. 

REPLY OF THE 
COMMISSION
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AUDIT FINDINGS

17.
T h e  S M E G  u n d e r  C I P  b u i l t  o n  e x t e n s i v e 
e x p e r i e n c e  f r o m  a  p r e v i o u s  p r o g r a m m e 
( M A P ) ,  v a l i d a t e d  b y  e x t e r n a l  e v a l u a t o r s 
w h o  r e c o m m e n d e d  t h e  c o n t i n u a t i o n  o f 
the programme with i ts  d ivers i t y  of  instru-
m e n t s  e xce p t  t h e  I C T  l o a n  w i n d ow  w h i c h 
w a s  c l o s e d.  I t  w a s  n o t  c o n s i d e re d  n e c e s -
s a r y ,  e i t h e r  b y  t h e  C o m m i s s i o n  o r  t h e 
Budgetar y  Author i t y,  to  expl ic i t ly  state  the 
i n te r ve n t i o n  l o gi c ,  s i n ce  l o a n  g u a r a n te e s 
a re  a cce p te d  to  b e  a  h i g h l y  e f fe c t i ve  a n d 
e f f i c i e nt  way  to  a d d re s s  t h e  p o l i c y  o b j e c-
t ives.

19.
P l e a s e  s e e  r e p l y  t o  o b s e r v a t i o n  1 7 .  T h e 
SMEG seeks  to  improve the f inancia l  envir
o n m e n t  f o r  S M E s ,  e x p a n d  t h e  v o l u m e  o f 
l e n d i n g  t o  S M E s  a n d ,  a s  f a r  a s  p o s s i b l e , 
provide better  loan condit ions  than would 
other wise  be poss ible. 

I t  i s  t r u e  t h a t  f o r  h i g h  g r o w t h  a n d  t e c h -
n o l o g y  a n d  r e s e a r c h - o r i e n t a t e d  n e w l y 
e s t a b l i s h e d  e n t e r p r i s e s  e q u i t y  f i n a n c i n g 
is  the preferred instrument.  However,  loan 
f inancing is  an appropr iate  complement  to 
e q u i t y  f i n a n c i n g  t o  o p t i m i s e  t h e  g r o w t h 
o f  t h e  s p e c i f i c  e nte r p r i s e .  M o re ove r,  l o a n 
f i n a n c i n g  i s  m o re  re l e va nt  to  m o s t  e nte r-
p r i s e s  t h a n  e q u i t y ,  s i n c e  i t  i s  u s u a l l y 
c h e a p e r,  l e s s  d i f f i c u l t  to  a cce s s  a n d  d o e s 
n o t  r e q u i r e  t h e  e n t r e p r e n e u r  t o  g i v e  u p 
par t ia l  control  of  the enterpr ise.  Therefore, 
th is  d ivers i t y  of  instruments  i s  based on a 
not ion of  complementar y  nature  of  instru-
ments  over  the l i fe  c ycle  of  an enterpr ise.

22.
T h e  S M E G  u n d e r  C I P  b u i l t  o n  e x t e n s i v e 
e x p e r i e n c e  f r o m  a  p r e v i o u s  p r o g r a m m e 
( M A P ) ,  v a l i d a t e d  b y  e x t e r n a l  e v a l u a t o r s . 
Therefore,  i t  was  fe l t  that ,  for  the f inancia l 
i n s t r u m e n t s ,  t h e  C I P  i m p a c t  a s s e s s m e n t 
w a s  s u f f i c i e n t ,  g i v e n  t h a t  t h e s e  i n s t r u -
m e n t s  w e r e  e f fe c t i v e l y  a  c o n t i n u a t i o n  o f 
a  s u c c e s s f u l  p re d e c e s s o r  p ro g r a m m e  a n d 
there  was  a l ready broad suppor t  for  them 
w i t h i n  t h e  B u d g e t a r y  A u t h o r i t y .  I n  t h i s 
c o n t e x t  i t  i s  n o t  c l e a r  w hy  a n  e v e n  m o r e 
e x t e n s i ve  i m p a c t  a s s e s s m e n t  wo u l d  h ave 
added value.

T h e r e  i s  n o  d o u b t  t h a t  t h e  b e s t  p r a c -
t i c e s  f o r  e x t e n d e d  i m p a c t  a s s e s s m e n t s 
h a v e  e v o l v e d  s i n c e  t h e  t i m e  w h e n  t h e 
C I P  ex te n d e d  i m p a c t  a s s e s s m e nt  wa s  c a r-
r i e d  o u t ,  b a c k  i n  2 0 0 5 .  I t  i s  e q u a l l y  c l e a r 
that  the Commiss ion ser v ices  wi l l  s t r ive  to 
apply  h igher  standards  and to  address  the 
Cour t ' s  concerns  in  the preparat ion of  the 
CIP  successor  programme.

The Commiss ion i s  fu l ly  aware  of  the  ben-
e f i t  o f  c l e a r  a n d  m e a n i n g f u l  i n d i c a t o r s 
a n d  i n  2 0 0 9  c o m m i s s i o n e d  a n  e v a l u a t i o n 
t o  r e v i e w  t h e  i n d i c a t o r s .  T h e  p r o p o s a l s 
made — based on a  thorough review of  the 
i n t e r v e n t i o n  l o g i c  —  h a v e  a l r e a d y  b e e n 
i m p l e m e n t e d  a n d  c o n s t i t u t e  a n  i m p ro ve -
m e n t  t h a t  s h o u l d  a d d r e s s  s o m e  o f  t h e 
Cour t 's  concerns.

25.
T h e  C o m m i s s i o n  s h a r e s  t h e  v i e w  o f  t h e 
C o u r t  t h a t  t h e  f a c i l i t y  w i l l  s u p p o r t  m o r e 
than 315 750 SMEs.  Given the current  high 
t a k e  u p  o f  t h e  f a c i l i t y,  t h i s  t a r g e t  m i g h t 
even be exceeded.
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26.
Th e  o b j e c t i ve s  we re  s e t  by  t h e  l e gi s l at i ve 
a u t h o r i t y  i n  a  w ay  t h a t  a l l ows  i m p l e m e n -
t a t i o n  i n  a  n u m b e r  o f  i n d i v i d u a l  m a r k e t s 
w i t h  d i f f e r i n g  n e e d s  ( f o r  e x a m p l e ,  f o c u s 
o n  s t a r t - u p s ,  i n c r e a s e d  l e n d i n g,  e t c . ) ,  a s 
wel l  as  the f lex ibi l i t y  to  respond to  chang-
ing market  condit ions dur ing the program -
m i n g  p e r i o d .  T h e  c o n c e p t  o f  i n n o v a t i o n 
ref lec ts  the best  prac t ices  according to the 
OECD Oslo Manual  as  referenced in  the CIP 
Decis ion.

29.
T h e  C o m m i s s i o n  w e l c o m e s  t h e  C o u r t ' s 
appreciat ion of  the E IF 's  exper t ise.

31.
I n  2006 and 2007,  the Commission debated 
inter nal ly  a  number  of  key  i ssues  re lat ing 
to  t h e  p e r fo r m a n ce  o f  t h e  f a c i l i t y  i n c l u d-
ing the  parameters  of  enhanced access  to 
f inance. 

Both the Commiss ion and EIF  found i t  nec-
e s s a r y  t o  a d d r e s s  i n  d e t a i l  a n d  r e a s s e s s 
a  l a r g e  p a r t  o f  t h e  d e l i v e r y  o f  t h e  f a c i l -
i t y  a n d  t h e s e  n e w  m e a s u re s  a re  re f l e c te d 
i n  t h e  FMA  u n d e r  t h e  C I P  S M E  G u a r a n t e e 
fac i l i t y. 

However,  MAP agreements  could be s igned 
u n t i l  t h e  e n d  o f  2 0 0 6  w i t h  a v a i l a b i l i t y 
p e r i o d s  l a s t i n g  u p  t o  D e c e m b e r  2 0 0 8 , 
which  for  many inter mediar ies  covered at 
least  par t  of  the gap bet ween MAP and CIP.

32.
Please see our  reply  to  obser vat ion 31. 

33.
T h e  a v e r a g e  p e r i o d  d o e s  n o t  r e f l e c t  t h e 
average durat ion of  the  whole  process  for 
a l l  i n t e r m e d i a r i e s ,  b u t  i s  b a s e d  o n  n i n e 
i n t e r m e d i a r i e s  w h o s e  a p p l i c a t i o n s  w e r e 
p r o c e s s e d  b y  t h e  E I F  a t  t h e  s t a r t  o f  t h e 
p ro gra m m e.  I t  i s  t r u e  t h a t  t h e  f i r s t  a p p l i -
c a t i o n s  w e r e  t r e a t e d  o v e r  a  r e l a t i v e l y 
l o n g  p e r i o d,  fo r  a  n u m b e r  o f  re a s o n s  ( fo r 
ex ample,  modif icat ion of  an init ia l  appl ica-
t ion in  c lose cooperat ion with the F I ;  wait-
i n g  f o r  F I s  t o  r e p l y  o r  s u b m i t  r e q u e s t e d 
i n fo r m a t i o n ;  n e g o t i a t i o n s  o f  t h e  g u a r a n -
tee  agreement  bet ween the  E IF  and F I ) .  I t 
s h o u l d  b e  n o t e d ,  h o w e ve r,  t h a t  o n c e  t h e 
i n i t i a l  b a c k l o g  w a s  c l e a r e d ,  t h e  a p p l i c a -
t ions  were expedited in  a  shor t  t imeframe. 
I n  2010,  the average t ime f rom appl icat ion 
to  s ignature  dropped and is  s ix  months  on 
average.

I n  addit ion,  the  Commiss ion would l ike  to 
p o i n t  o u t  t h a t  a p p l i c a t i o n - t o - s i g n a t u r e 
p e r i o d s  d o  n o t  re f l e c t  ce r t a i n  k e y  f a c to r s 
r e l e v a n t  f o r  t h e  a s s e s s m e n t  o f  t h e  e f f i -
c ienc y of  the appl icat ion process :

1 . 	T h e  i n i t i a l  a p p l i c a t i o n  o f  a n  i n t e r m e d i -
ar y  i s  rare ly  a  bas is  for  fur ther  concrete 
w o r k  —  m o r e  i n f o r m a t i o n  n e e d s  t o  b e 
received from intermediar ies to continue 
due dil igence and advance concrete work 
fur ther.

2 . 	Regarding the requirement for  enhanced 
a c c e s s  t o  f i n a n c e ,  i t  s h o u l d  b e  n o t e d 
t h a t ,  o f t e n ,  t h e  p o r t f o l i o  p r o p o s e d  b y 
the  inter mediar y  undergoes  substant ia l 
changes during the deal  analysis  and ne -
gotiation,  which can absorb considerable 
addit ional  t ime.
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3 . 	I n t e r m e d i a r i e s  o f t e n  n e e d  a d d i t i o n a l 
t i m e  t o  s e t  u p  t h e  o p e r a t i o n a l  i m p l e -
m e nt at i o n  —  t h e  s i gn at u re  d ate  c a n  b e 
d e l a y e d  b y  a g r e e m e n t  i n  o r d e r  t o  g i v e 
them t ime to  prepare before  the star t  of 
t h e  p e r i o d  d u r i n g  w h i c h  S M E  l o a n s  c a n 
b e  i n c l u d e d  i nto  t h e  p o r t fo l i o  ( re fe r re d 
to  as  the avai labi l i t y  per iod) .

34.
The Commiss ion and the E IF  have no indi -
c a t i o n s  t h a t  t h e  f a c i l i t y  h a s  s u f f e r e d  a s 
a  r e s u l t  o f  t h e  d e l a y  i n  l a u n c h i n g  i t .  O n 
t h e  c o n t r a r y,  t h e  i m p r o v e d  m a n a g e m e n t 
s t r u c t u r e s ,  t o g e t h e r  w i t h  e f f o r t s  u n d e r -
t a k e n  to  s t re a m l i n e  t h e  a p p rova l  p ro ce s s , 
h a v e  y i e l d e d  p o s i t i v e  r e s u l t s  i n  t e r m s  o f 
smoother  process ing of  E IF  submiss ions.

36.
The retroac t iv i t y  c lause was  introduced to 
m i n i m i s e  t h e  t i m e  g a p  b e t we e n  MA P  a n d 
C I P  f o r  t h e  i n t e r m e d i a r i e s  w h o  w a n t e d 
t o  c o n t i n u e  w i t h  t h e i r  S M E  p r o g r a m m e s 
u n d e r  t h e  C I P  p r o g r a m m e  ( w h i c h  w a s 
a l re a d y  p u b l i s h e d ) .  T h e  c o n c e p t  o f  e q u a l 
t r e a t m e n t  i s  o n l y  a p p l i c a b l e  t o  e q u a l 
c a s e s .  I t  d o e s  n o t  e n t a i l  t h e  s a m e  t r e a t -
m e n t  o f  c a s e s  t h a t  a r e  o b j e c t i v e l y  d i f -
f e r e n t .  A s  r e g a r d s  n e w  f i n a n c i a l  i n t e r
m e d i a r i e s ,  t h e re  wa s  n o  s u c h  t i m e  g a p  to 
b e  c o v e r e d  b y  a  r e t r o a c t i v e  i n c l u s i o n  o f 
loans.  The Commiss ion examined the legal 
i m p l i c a t i o n  o f  t h e  p o s s i b i l i t y  o f  a  r e t r o -
a c t i v e  a p p l i c a t i o n  o f  t h e  C I P  S M E G ,  a n d 
c o n c l u d e d  t h a t  e q u a l  t r e a t m e n t  f o r  n e w 
f inancia l  intermediar ies  i s  ensured v ia  the 
avai labi l i t y  per iods  of  the same durat ion. 

41.
The Commission welcomes the Cour t 's  pos -
i t ive  assessment  of  the management struc-
ture.

45.
Fo l l o w i n g  t h e  f i n a n c i a l  c r i s i s ,  t h e r e  h a v e 
b e e n  a l m o s t  n o  s e c u r i t i s a t i o n  t r a n s a c -
t i o n s  s i n c e  2 0 0 8 .  I t  i s  t h e r e f o r e  n o t  s u r -
p r i s i n g  t h a t  t h e  d e m a n d  fo r  t h i s  s p e c i f i c 
SMEG window has  been non- existent .  How -
ever,  now that  the secur i t isat ion market  i s 
p i c k i n g  u p  s l i g h t l y,  a  f i r s t  C I P  s e c u r i t i s a -
t ion is  being examined by the E IF  and one 
nat ional  promotional  bank is  ask ing for  CIP 
par t ic ipat ion to  open up the secur i t isat ion 
market  for  SME loan por tfol ios.  I n  addit ion, 
the f i rst  t ransac t ion under  the equit y  win-
d ow  w a s  a p p rove d  i n  S e p t e m b e r  2 0 1 0  by 
t h e  E I F  b o a rd  a n d  i n  O c to b e r  2 0 1 0  by  t h e 
Commiss ion.

50.
Th e  E I F  wo r k s  w i t h  c l e a r  s e l e c t i o n  g u i d e -
l i n e s  a s  a g r e e d  w i t h  t h e  C o m m i s s i o n 
( A n n e x  1  t o  t h e  F M A )  t o  i m p l e m e n t  t h e 
m a n d ate  u n d e r  a n  o p e n  c a l l  a n d,  a s  m e n -
t i o n e d  b y  t h e  Co u r t  i n  p a r a g r a p h  2 9 ,  t h e 
E IF  has  the necessar y  exper t ise.

Th e  Co m m i s s i o n  w i s h e s  t o  p o i n t  o u t  t h a t 
i n  t h e  p r e - s e l e c t i o n  p r o c e s s  o f  a s s e s s -
i n g  a n  a p p l i c a t i o n  t h e  E I F  re q u i re s  i n t e r -
m e d i a r i e s  to  m e e t  m i n i m u m  s t a n d a rd s  a s 
regards  the suff ic ienc y of  information pro -
vided as  descr ibed below.

T h e  p r e - s e l e c t i o n  p r o c e d u r e  i s  a  f o r m a l 
s e l e c t i o n  b y  t h e  g u a r a n t e e  t r a n s a c t i o n 
t e a m  b a s e d  e s s e n t i a l l y  o n  t h e  q u a l i t y  o f 
t h e  a p p l i c a t i o n  w i t h  re s p e c t  t o  t h e  e l i g i -
b i l i t y  a n d  s e l e c t i o n  c r i te r i a .  Fu r t h e r m o re, 
e a c h  p ro p o s a l  i s  s u b j e c t  t o  a n  i n d e p e n d -
e n t  o p i n i o n  f r o m  t h e  E I F ’s  r i s k  m a n a g e -
m e n t ,  a  co m p l i a n ce  o p i n i o n  a n d  a  fo r m a l 
pre -Board review meeting including al l  re l -
evant  E IF  ser v ices. 

T h e  C o m m i s s i o n ,  h o w e v e r,  w i l l  f u r t h e r 
cons ider  whether  i t  would  be  appropr iate 
fo r  t h e  E I F  to  u s e  a  s co r i n g  s ys te m  i n  t h i s 
k ind of  ca l l  procedure  in  order  to  def ine  a 
minimum score level  for  any successor  pro -
gramme.
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53.
T h e  C I P  a p p r o v a l  r e q u e s t s  c o n t a i n  a 
d e t a i l e d  a n a l y s i s  o f  t h e  vo l u m e s  a n d  t h e 
b a s i s  a n d  m e t h o d o l o g y  o f  d e t e r m i n i n g 
t h e  p r o p o s e d  c a p  r a t e  ( s e e  a l s o  r e p l y  t o 
paragraph 63  below) .  These  are  the  resul t 
o f  e x t e n s i v e  e x c h a n g e s  w i t h  t h e  i n t e r
mediar y,  inter  a l ia ,  as  the exac t  addit ional -
i t y  i s  b e i n g  re f i n e d  a n d  t h e  re l e v a n t  p a s t 
vo l u m e s  a n d  l o s s e s  n e e d  t o  b e  e x t r a c t e d 
by the intermediar y.  This  a lso includes vol -
umes  achieved and losses  repor ted under 
p r i o r  a gre e m e n t s ,  i f  a ny,  w h i c h  a re  av a i l -
able  within  the E IF.

I n  a d d i t i o n ,  t h i s  i s  o n l y  o n e  i n p u t ,  a s  t h e 
c a p  r a t e  n e e d s  t o  c o n s i d e r  f u t u r e  d e v e l -
o p m e n t s  ( e . g .  e f f e c t s  o f  a d d i t i o n a l i t y 
o n  e x p e c t e d  l o s s e s ,  e x p e c t e d  e c o n o m i c 
c h a n g e s ) .  T h i s  i s  d e t a i l e d  i n  t h e  r e q u e s t 
f o r  a p p r o v a l  t o  t h e  E I F ` s  B o a r d  o f  D i r e c -
tors.

The EIF  per forms plausibi l i t y  checks  on the 
i n f o r m a t i o n  p r o v i d e d  b y  i n t e r m e d i a r i e s 
and draws on i ts  ex tensive  SME credit  r i sk 
k n o w l e d g e  i n  v a r i o u s  E u r o p e a n  m a r k e t s . 
As  many intermediar ies  have been work ing 
w i t h  t h e  E I F  fo r  a  n u m b e r  o f  ye a r s  u n d e r 
previous SMEG agreements,  E IF  has  volume 
a n d  l o s s  d a t a  a v a i l a b l e  f o r  t h e s e  i n t e r
mediar ies,  a l though these are  not  the sole 
parameters  considered by the E IF.

The Commiss ion wi l l  consider  with  the E IF 
h ow  t h e  d o c u m e n t a t i o n  o f  t h e  s e t t i n g  o f 
the parameters  could be fur ther  improved 
for  any successor  programme.

55.
T h e  g u a r a n t e e  t e r m s  a r e  i n  c o m p l i a n c e 
with the Fiduciar y  and Management Agree -
ment  bet ween the Commiss ion and the E IF 
( F M A )  w h i c h  r e f l e c t s  t h e  b r o a d e r  o b j e c -
t ives  of  the  legal  bas is .  The examples  pro-
v i d e d  by  t h e  Co u r t  re f l e c t  s p e c i f i c  a gre e -
ments  for  these deals .

T h e  C I P  o b j e c t i ve s  i n c l u d e :  ‘ t o  fo s t e r  t h e 
c o m p e t i t i v e n e s s  o f  e n t e r p r i s e s ,  i n  p a r -
t i c u l a r  S M E s ’ ;  a n d  ‘ t o  p r o m o t e  a l l  f o r m s 
o f  i n n o v a t i o n  i n c l u d i n g  e c o - i n n o v a t i o n’. 
Fu r t h e r m o r e ,  S M E G  i s  m e a n t  t o :  i m p r o v e 
a c c e s s  b y  e x i s t i n g  S M E s  t o  l o a n  f i n a n c e ; 
re s p o n d  to  t h e  c h a n gi n g  f i n a n c i n g  n e e d s 
of  SMEs ;  suppor t  access  to  f inance for  the 
s t a r t - u p  a n d  g r o w t h  o f  S M E s  a n d  i n v e s t -
ment  in  innovat ion ac t iv i t ies ;  and suppor t 
t h e  c ro s s - b o rd e r  e x p a n s i o n  o f  t h e i r  b u s i -
ness  ac t iv i t ies.

The introduc t ion of  too restr ic t ive  require -
m e n t s  r e g a r d i n g  t h e  f i n a l  b e n e f i c i a r i e s 
w o u l d  n o t  b e  c o n s i s t e n t  w i t h  t h e  b r o a d 
p o l i c y  o b j e c t i v e s  a n d  w o u l d  b e  d e t r i -
m e n t a l  t o  t h e  i m p l e m e n t a t i o n  o f  t h e 
p r o g r a m m e .  I t  m i g h t  a l s o  h a v e  a d v e r s e 
consequences for  the ef f ic ienc y of  the pro -
gramme:

1. 	c u m b e r s o m e  p r o c e d u r e s  f o r  t h e  l e n d -
i n g  i n s t i t u t i o n  to  r i g o ro u s l y  s c re e n  a n d 
document  the lack  of  col latera l ;

2 . 	the foregoing of  the benefits  of  por tfol io 
(of  loans)  d ivers i f icat ion;

3 . 	the increase in  default  probabi l i t ies  and 
expected losses resulting in higher budg-
et  needs,  lower  leverage and lower  ef f i -
c ienc y. 
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62.
T h e  c h a n g e  o f  i n d i c a t o r s  h a s  b e e n 
r e q u e s t e d  b y  t h e  r e p r e s e n t a t i v e s  o f  t h e 
M e m b e r  S t a t e s  a t  t h e  E I P  m a n a g e m e n t 
co m m i t te e  a n d  t h e  Co m m i s s i o n  co m p l i e d 
w i t h  t h i s  re q u e s t .  I n  a d d i t i o n  p l e a s e  n o te 
t h a t  t h e  e x  a n t e  e v a l u a t i o n  c l e a r l y  s t a t e s 
that  these indicators  are  subjec t  to  review 
and updat ing.

63.
T h e  C o m m i s s i o n  a s s e s s e s  t h e  d e v e l o p -
m e n t  o f  t h e  p r o g r a m m e  n o t  o n l y  o n  t h e 
basis  of  the indicators,  but  a lso tak ing into 
account  the  number  of  countr ies  covered, 
the  number  of  intermediar ies  s igned each 
y e a r,  t h e  v o l u m e  o f  t h e  u n d e r l y i n g  p o r t
fol ios  and s igni f icant  amount  of  addit ional 
informat ion provided in  the contex t  of  E IF 
repor t ing.

As  the EIP  management committee is  regu -
l a r l y  u p d a te d  o n  t h e  a b ove,  t h e  m o n i to r -
ing of  the development  of  the programme 
i s  e n s u r e d .  T h e  C o m m i s s i o n  c o n s i d e r s 
t h a t  r a t h e r  t h a n  s e t t i n g  ye a r l y  t a rg e t s ,  i t 
i s  m o r e  i m p o r t a n t  t o  s e e  t h e  l o n g - t e r m 
d e v e l o p m e n t  a n d ,  a s  t h e  C o u r t  s t a t e s  i n 
p a r a g r a p h  1 0 3 ,  t h e  t a r g e t  r e g a r d i n g  t h e 
n u m b e r  o f  S M E s  r e a c h e d  ‘ i s  l i k e l y  t o  b e 
achieved’.

64.
T h e  C o m m i s s i o n  a c c e p t s  t h a t  t h e r e  i s  a 
n e e d  fo r  b e t t e r  m e a s u re m e n t  o f  t h e  s u c -
c e s s  o f  t h e  p r o g r a m m e .  T h e  C o m m i s s i o n 
has  accepted the  indicators  suggested by 
t h e  e v a l u a t o r s  a n d  h a s  c o m m i s s i o n e d  a 
sur vey in  the f ramework of  the f inal  evalu-
a t i o n  o f  t h e  E I P.  R e s u l t s  w i l l  b e  d e l i ve re d 
in  mid-2011.

67.
D u e  t o  d i f f e r i n g  m a r k e t  a n d  a d m i n i s t r a -
t i ve  re a l i t i e s  t h e  E I F  m ay  n o t  i m p o s e  o n e 
system for  co l lec t ing such data .  The  Com-
miss ion considers  that  employment data  in 
such a  programme is  better  assessed in  the 
contex t  of  an evaluat ion.

A n  a n a l y s i s  o f  e m p l o y m e n t  d a t a  w a s  c a r -
r ied  out  by  the  independent  evaluators  in 
t h e  c o n t e x t  o f  t h e  i n t e r i m  e v a l u a t i o n  o f 
the  Entrepreneurship  and I nnovat ion Pro -
gramme under  C IP  (data  on MAP benef ic i -
ar ies)  and concluded that  there was a  17 % 
growth in  employment  s ince receiv ing the 
loan guaranteed by the p -rogramme.

68.
T h e  a s s e s s m e n t  o f  c a u s a l i t y  b e t we e n  t h e 
j o b s  a n d  t h e  n e w  f i n a n c i n g  r e c e i v e d  b y 
t h e  S M E  i s  i n d e e d  a  c o m p l e x  i s s u e  a n d 
t h e  C o m m i s s i o n  a g r e e s  t h a t  t h i s  i s  b e s t 
addressed in  the contex t  of  an evaluat ion. 

79.
T h e  C I P  o b j e c t i v e s  i n c l u d e :  ‘ t o  fo s t e r  t h e 
c o m p e t i t i v e n e s s  o f  e n t e r p r i s e s ,  i n  p a r -
t icular  SMEs’ ;  and ‘ to  promote a l l  for ms of 
innovat ion inc luding eco - innovat ion’.  Fur -
thermore,  SMEG is  meant  to

1. 	‘ improve access  by exist ing SMEs to  loan 
f inances  for  ac t iv i t ies  that  suppor t  their 
c o m p e t i t i v e n e s s  a n d  g r o w t h  p o t e n t i a l ’ 
( rec i ta l  27  of  the legal  bas is ) , 

2 . 	‘respond to the changing f inancing needs 
of  SMEs’ ( rec i ta l  29) ,

3 . 	s u p p o r t  ‘a cce s s  to  f i n a n ce  fo r  t h e  s t a r t -
up and growth of SMEs and investment in 
innovat ion ac t iv i t ies’ (Ar t ic le  10.2(a) )

4 . 	s u p p o r t  ‘ t h e  c ro s s - b o rd e r  e x p a n s i o n  o f 
their  business  ac t iv i t ies’ (Ar t ic le  17.1)
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T h e  C o m m i s s i o n  i s  p l e a s e d  t o  n o t e  t h a t 
the vast  major i t y  (90  %)  of  sur veyed inter-
m e d i a r i e s  a g r e e d  t h a t  C I P  S M E G  g u a r a n -
tees  are  a imed at  customers  with  a  lack  of 
col latera l  which is  in  accordance with  Ar t
ic le  19.2  f i rst  indent . 

80.
T h e  s t r u c t u r e  o f  Ta b l e  5  a p p e a r s  t o  b e 
b a s e d  o n  t h e  a s s u m p t i o n  t h a t  fo r  a n  S M E 
to  benef i t  f rom SMEG i t  should e i ther  lack 
c o l l a t e r a l  o r  b e  i n n o v a t i v e .  T h i s  i s  b a s e d 
o n  A r t i c l e  1 9  o f  t h e  l e g a l  b a s i s  t a k e n  i n 
i s o l a t i o n .  Th e  Co m m i s s i o n  co n s i d e r s  t h a t 
t h e  c o m b i n e d  r e a d i n g  o f  r e c i t a l s  2 0 ,  2 2 
a n d  2 7  s h o w s  t h a t  t h e  p r o g r a m m e  h a s  a 
b r o a d e r  s c o p e  a n d  a i m s  a t  a  w i d e  r a n g e 
of  SMEs,  inc luding their  fu l l  l i fe  c ycle  (Ar t
ic les  10 and 17 of  the legal  bas is ) .

T h e  C o m m i s s i o n  c o n s i d e r s  t h a t ,  f r o m  a 
l e g a l  p o i n t  o f  v i e w,  t h e  S M E  G u a r a n t e e 
f a c i l i t y  m u s t  b e  i m p l e m e n t e d  i n  s u c h  a 
w a y  t o  c o v e r  a  w i d e  r a n g e  o f  S M E s ,  a n d 
not  only  innovat ive  SMEs,  in  order  to  fu l ly 
comply  with the legal  bas is .

I n n o v a t i o n  i s  o n e  o f  t h e  o b j e c t i v e s 
d e s c r i b e d  i n  t h e  C I P  l e g a l  b a s i s ,  a n d  t h e 
r e s u l t s  o f  t h e  s u r v e y  c l e a r l y  s h o w  t h a t 
SMEG has suppor ted innovat ion and this  to 
a  h i g h  d e gre e.  O n  t h e  o t h e r  h a n d,  i n n ov
a t i o n  i s  n o t  t h e  s o l e  o b j e c t i v e  a n d  t h e r e 
i s  no  speci f ic  quota  or  target  given in  the 
legal  bas is  nor  any mandate regarding the 
percentage of  investments  that  should  be 
made in  suppor t  of  innovat ion.

A s  r e g a r d s  Ta b l e  5 ,  i t  i s  v e r y  d i f f i c u l t  i n 
a n y  p u b l i c  p r o g r a m m e  t o  r e a c h  e x a c t l y 
and only  the predef ined c l ients.  One would 
t h e r e f o r e  a l s o  e x p e c t  s o m e  d e a d w e i g h t 
i n  a  p r o g r a m m e  l i k e  S M E G .  T h e  u s e  t h a t 
c a n  b e  m a d e  o f  t h e  f i g u re s  p re s e n t e d  o n 
t h e  S M E s  t h a t  l a c k e d  s u f f i c i e n t  c o l l a t e r a l 
i s  l i m i t e d  b y  t h e  f a c t  t h a t  i t  i s  a s s u m e d 
t h a t  t h e  d o c u m e n t a t i o n  a t  t h e  f i n a n c i a l 
i n t e r m e d i a r y  l e v e l  w a s  c o m p r e h e n s i v e 
and therefore  fu l ly  represented the ac tual 
f i n a n c i a l  s i t u at i o n  o f  t h e  S M E s  ex a m i n e d. 
I t  s e e m s  a t  l e a s t  d e b a t a b l e  w h e t h e r  a 
r e q u e s t  f o r  a p p r o v a l  w o u l d  c o n t a i n  a n y 
deta i led  analys is  of  assets  that  would  not 
be proposed as  col latera l  for  the loan.

Fi n a l l y,  i n  t h e  co n te x t  o f  t h e  o n g o i n g  E I P 
e va l u at i o n 1,  ex te r n a l  e va l u ato r s  h ave  c a r-
r ied out  te lephone inter v iews of  200 SMEs 
u n d e r  t h e  C I P  S M E G  l o a n  g u a r a n t e e  w i n -
dow.  According to the draf t  repor t ,  65 % of 
the SMEG benef ic iar ies  indicated that  they 
h a v e  i n n o v a t e d  w i t h  r e s p e c t  t o  s t r a t e g y 
a n d  b u s i n e s s  p r a c t i c e s  i n  t h e  p a s t  t h r e e 
years,  61 % responded that  they have been 
involved in  produc t  and/or  ser vice  innova -
t ion and 50 % in  process  innovat ion. 

81.
W h i l e  i n n o v a t i o n  i s  o n l y  o n e  o f  m u l t i -
p l e  o b j e c t i ve s  o f  C I P,  i t  i s  p o s i t i ve  t o  s e e 
t h a t  t h e re  we re  a  n u m b e r  o f  m a r k e t - n e w 
and wor ld-new investments  suppor ted by 
SMEG.

T h e  i n n o v a t i o n  g o a l s  o f  S M E G  a r e  n o t 
l imited to  market-new or  wor ld-new t ypes 
of  innovat ion and the impor tance of  f i rm-
o n l y  i n n o v a t i o n  s h o u l d  n o t  b e  u n d e r -
stated.  I ndeed,  such innovat ion enables  an 
enterpr ise  to  advance in  l ine  with i ts  com -
pet i tors ,  therefore  achieving a  core  objec-
t ive  of  CIP  (competit iveness) . 

1	 ‘Final evaluation of the Entrepreneurship and Innovation 

Programme, First findings and recommendations report’, February 

2011.
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82.
T h e  d o c u m e n t a t i o n  r e l a t i n g  t o  t h e  d e c i -
s ion of  the  on- lending bank ment ions  the 
col latera l  of fered to  secure  the  f inancing. 
I t  s h o u l d  b e  n o t e d  t h a t  i t  i s  i n  t h e  b e s t 
i n t e r e s t  o f  t h e  l o a n  a p p l i c a n t  t o  o f fe r  a s 
m u c h  c o l l a t e r a l  a s  p o s s i b l e  t o  i n c r e a s e 
c h a n c e s  o f  a  p o s i t i v e  f i n a n c i n g  d e c i s i o n 
f rom the bank . 

83.
Please see reply  to  obser vat ion 85.

85.
‘Deadweight ’ should not  be seen as  synon -
ymous with ineff ic ient  budget  a l locat ion. 

S M E G  g u a ra nte e s  a re  p rov i d e d  o n  a  p o r t-
fo l i o  b a s i s ,  a s  o p p o s e d  t o  a  l o a n - b y - l o a n 
guarantee.

T h e  C I P  p r o g r a m m e  i s  a d d r e s s i n g  p o t e n -
t i a l  d e a d w e i g h t  i s s u e s  i n  i t s  d e s i g n  b y 
requir ing an intermediar y  to  do more than 
i t  w o u l d  d o  w i t h o u t  t h e  C I P  g u a r a n t e e , 
a s  t h e  g u a r a n t e e  i s  c o n d i t i o n a l  u p o n  t h e 
intermediar y  exceeding the reference vol -
ume.  The latter  i s  def ined as  the est imated 
v o l u m e  o f  f i n a n c e  t h a t  t h e  i n t e r m e d i a r y 
w o u l d  p r o v i d e  i n  t h e  a b s e n c e  o f  t h e  C I P 
guarantee.

Fu r t h e r m o r e ,  a p a r t  f r o m  t h e  m i c r o  i s s u e 
o f  w h e t h e r  o r  n o t  a n  i n d i v i d u a l  S M E  h a s 
e n o u g h  c o l l a t e r a l  o r  i s  i n n o v a t i v e ,  t h e r e 
i s  t h e  m a c r o  i s s u e  o f  w h e t h e r  o r  n o t  t h e 
i n t e r m e d i a r y  w i l l  e x c e e d  t h e  r e f e r e n c e 
v o l u m e  s e t .  I f  t h e  i n t e r m e d i a r y  d o e s  n o t 
exceed this  target ,  the faci l i t y  wi l l  not  pro -
vide guarantee suppor t  to  the ‘deadweight ’ 
component  of  the por t fol io.

86.
Th e  c l a u s e  o n  t h e  p r i n c i p l e s  o f  e n h a n ce d 
a c c e s s  t o  f i n a n c e  s e t s  o u t  ( m i r r o r i n g  t h e 
F M A )  t h e  m a i n  o b j e c t i v e s  o f  t h e  f a c i l -
i t y,  n a m e l y  e n h a n c i n g  a c c e s s  t o  f i n a n c e 
fo r  S M E s ,  h e l p i n g  i n  c a s e s  o f  l a c k  o f  s u f -
f i c i e n t  c o l l a t e r a l  o r  i n n o v a t i v e  p r o j e c t s 
and st imulat ing job creat ion and growth of 
SMEs through addit ional  provis ion of  debt 
f inancing.

T h e  c l a u s e  i s  i n t e r p r e t i v e ,  n o t  p r e s c r i p -
t i ve  —  t h e  s p e c i f i c  a d d i t i o n a l i t y  re q u i re -
m e n t s  a r e  s e t  o u t  i n  t h e  i n t e r m e d i a r y 
terms.  I n  l ine with the FMA,  there is  a lways 
a n  i n c r e a s e  i n  v o l u m e  r e q u e s t e d  a n d , 
a c c o r d i n g  t o  t h e  s p e c i f i c s  o f  t h e  p r o j e c t 
s e t  u p  t o g e t h e r  w i t h  t h e  i n t e r m e d i a r y , 
t h e re  m ay  b e  m o re  s p e c i f i c  c l a u s e s  i n  t h e 
i n t e r m e d i a r y  t e r m s ,  fo r  e x a m p l e  q u a l i t a -
t i v e  a d d i t i o n a l i t y  u n d e r t a k i n g s  b y  t h e 
intermedi ar ies  to  provide f inance to  r isk ier 
categor ies  of  SMEs,  such as  star t-ups.

87.
P l e a s e  s e e  a b ove  re p l i e s  re g a rd i n g  d e a d -
w e i g h t  ( p a r a g r a p h  8 5 )  a n d  r e g a r d i n g 
o b j e c t i v e s  o f  t h e  p r o g r a m m e  ( p a r a g r a p h 
26) .

93.
The E IF  does  spread good prac t ices,  espe -
c i a l l y  i n  co u nt r i e s  w i t h  d e ve l o p i n g  f i n a n -
c i a l  m a r k e t s  a n d  d e v e l o p i n g  g u a r a n t e e 
s c h e m e s.  I t  i s  n o t  i nte n d e d  t h at  t h e  Co m -
m i s s i o n  a n d  t h e  E I F  u n i l a t e r a l l y  i m p o s e 
g u a r a n t e e  c o n d i t i o n s / p r a c t i c e s .  A l l  t h e 
re levant  information is  careful ly  evaluated 
and ta i lor-made solut ions  are  proposed to 
f i t  the economic s i tuat ion,  taxat ion regime 
and business  prac t ices  in  the re levant  mar-
ket . 

REPLY OF THE 
COMMISSION



Special Report No 4/2011 – The audit of the SME Guarantee facility

6161

Special Report No 4/2011 – The audit of the SME Guarantee facility

A s  r e g a r d s  v i s i b i l i t y ,  t h e  C o m m i s s i o n 
h a s  c a r r i e d  o u t  i n f o r m a t i o n  a c t i v i t i e s 
i n  a l m o s t  a l l  p a r t i c i p a t i n g  c o u n t r i e s  t o 
i n c re a s e  a w a re n e s s  o f  t h e  S M E G  a n d  G I F. 
SME Finance Days  were organised in  28 CIP 
p a r t i c i p at i n g  co u nt r i e s ,  re a c h i n g  o u t  to  a 
b r o a d  a u d i e n c e  o f  i n t e r m e d i a r i e s ,  S M E s 
and mult ipl iers . 

Common reply  for  96,  97 and 98
T h e  C o m m i s s i o n  b e l i e v e s  t h a t  t h e r e  i s  a 
st rong presumption in  favour  of  EU added 
v a l u e  b e i n g  p r e s e n t ,  a s  o b s e r v e d  b y  t h e 
MAP f inal  evaluat ion. 

T h e  2 0 0 4  e x t e r n a l  e v a l u a t i o n  o f  t h e  MA P 
co n c l u d e d  t h a t :  ‘ B o t h  i n s t r u m e n t s  d e m o n -
s t r a t e  c l e a r  E u r o p e a n  a d d e d  va l u e  w h i c h  i s 
b o t h  q u a n t i t a t i v e :  t h e y  h a v e  a l l o w e d  f i n a n -
c i a l  i n t e r m e d i a r i e s  t o  t a ke  m o r e  r i s k  t h r o u g h 
i n v e s t i n g  ( E T F  S t a r t - u p )  a n d  g u a r a n t e e i n g 
( S M E G )  l a r g e r  v o l u m e s ;  a n d  q u a l i t a t i v e : 
M A P  s u p p o r t  a n d  E I F  s i g n a t u r e  h a v e  g i v e n 
“ l e g i t i m a c y ”  t o  f u n d s  s u p p o r t e d  a n d  t o  s o m e 
e x t e n t  t o  S M E  f i n a l  b e n e f i c i a r i e s  ( E T F  S t a r t -
u p ) ,  a n d  h e l p e d  m i c r o - e n t e r p r i s e s  t o  b e co m e 
“ b a n ka b l e”  ( S M E G  M i c r o - c r e d i t ) ’.

I t  s h o u l d  b e  f u r t h e r  n o t e d  t h a t  t h e  s a m e 
ex ternal  evaluat ion concluded that :

‘ [ … ]  i n  c o u n t r i e s  w h e r e  E I F  h a s  w o r k e d 
w i t h  p o w e r f u l  n a t i o n a l  f i n a n c i a l  i n t e r m e d i
a r i e s , [ … ]  t h e r e  h a v e  b e e n  s t r o n g  c o m p l e -
m e n t a r i t i e s  l e a d i n g  t o  p a r t i c u l a r l y  h i g h 
a d d e d  va l u e  [ … ]  a n d  c r o s s - f e r t i l i s a t i o n ’ ;

T h e  o u t c o m e  o f  t h i s  s e l e c t i o n  o f  c a s e s 
c o u l d  a l s o  b e  a  r e f l e c t i o n  o f  t h e  f i n a n -
c i a l  a n d  e co n o m i c  c r i s i s  i n  2 0 0 8 – 1 0  ( w i t h 
the  most  severe  recess ion s ince  the  Great 
Depress ion) .  The recess ion has  meant  that 
r i s k  l e ve l s  h ave  i n c re a s e d  a n d  l e d  t o  l e s s 
investment  in  innovat ion by SMEs. 

CONCLUSIONS AND 
RECOMMENDATIONS

99.
T h e  S M E G  u n d e r  C I P  b u i l t  o n  e x t e n s i v e 
e x p e r i e n c e  f r o m  a  p r e v i o u s  p r o g r a m m e 
( M A P ) ,  v a l i d a t e d  b y  e x t e r n a l  e v a l u a t o r s 
w h o  r e c o m m e n d e d  t h e  c o n t i n u a t i o n  o f 
the programme with i ts  d ivers i t y  of  instru-
ments  (except  the  IC T  loan window which 
w a s  t h e re fo re  c l o s e d ) .  I t  w a s  n o t  c o n s i d -
ered necessar y,  e i ther  by  the  Commiss ion 
o r  t h e  B u d g e t a r y  A u t h o r i t y,  t o  e x p l i c i t l y 
s t a t e  t h e  i n t e r v e n t i o n  l o g i c ,  s i n c e  l o a n 
g u a r a n t e e s  a r e  a c c e p t e d  t o  b e  a  h i g h l y 
e f fec t ive  and ef f ic ient  way  to  address  the 
pol ic y  objec t ives.

T h e r e  i s  n o  d o u b t  t h a t  t h e  b e s t  p r a c -
t i c e s  f o r  e x t e n d e d  i m p a c t  a s s e s s m e n t s 
h a v e  e v o l v e d  s i n c e  t h e  t i m e  w h e n  t h e 
C I P  ex te n d e d  i m p a c t  a s s e s s m e nt  wa s  c a r -
r i e d  o u t ,  b a c k  i n  2 0 0 5 .  I t  i s  e q u a l l y  c l e a r 
that  the Commiss ion ser v ices  wi l l  s t r ive  to 
apply  h igher  standards  and to  address  the 
Cour t 's  concerns  in  the preparat ion of  the 
CIP  successor  programme.

The Commission is  ful ly  aware of  the bene
f i t  of  c lear  and meaningful  indicators.  This 
i s  i l lustrated by  the fac t  that  the Commis -
s ion ser v ices  took the in i t iat ive  in  2009 to 
c o m m i s s i o n  a n  e v a l u a t i o n  t o  r e v i e w  t h e 
i n d i c a t o r s .  T h e  p r o p o s a l s  m a d e  —  b a s e d 
o n  a  t h o ro u g h  re v i e w  o f  t h e  i n te r ve n t i o n 
l o g i c  —  h a v e  a l r e a d y  b e e n  i m p l e m e n t e d 
a n d  c o n s t i t u t e  a n  i m p r o v e m e n t  t h a t 
s h o u l d  a d d r e s s  s o m e  o f  t h e  C o u r t ' s  c o n -
cerns.

Recommendation 1
T h e  Co m m i s s i o n  a c c e p t s  t h i s  r e c o m m e n -
d a t i o n ,  w h i c h  i s  a l re a d y  b e i n g  t a k e n  i n to 
a c c o u n t  i n  t h e  d i s c u s s i o n s  a n d  p l a n n i n g 
for  the nex t  generat ion of  f inancia l  instru-
ments  in  the post-2013 Mult iannual  Finan-
c ia l  Framework .
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100.
I n  2006 and 2007,  the Commission debated 
inter nal ly  a  number  of  key  i ssues  re lat ing 
to  the  per for mance of  the  fac i l i t y,  inc lud-
i n g  t h e  p a r a m e t e r s  o f  e n h a n c e d  a c c e s s 
t o  f i n a n c e.  B o t h  t h e  Co m m i s s i o n  a n d  t h e 
E IF  found i t  necessar y  to  address  in  deta i l 
a n d  r e a s s e s s  a  l a r g e  p a r t  o f  t h e  d e l i v e r y 
of  the fac i l i t y  and these new measures  are 
r e f l e c t e d  i n  t h e  F M A  u n d e r  t h e  C I P  S M E 
G u a r a n t e e  f a c i l i t y.  H o w e v e r,  M A P  a g r e e -
m e n t s  c o u l d  b e  s i g n e d  u n t i l  t h e  e n d  o f 
2 0 0 6  w i t h  a v a i l a b i l i t y  p e r i o d s  l a s t i n g  u p 
to  D e ce m b e r  2 0 0 8 ,  w h i c h  fo r  m a ny  i n te r -
mediar ies  covered at  least  par t  of  the  gap 
bet ween MAP and CIP.

I n  a d d i t i o n ,  t h e  C o m m i s s i o n  a n d  t h e  E I F 
h a v e  n o  i n d i c a t i o n s  t h a t  t h e  f a c i l i t y  h a s 
suf fered as  a  result  of  the delay  in  launch-
ing i t .  On the contrar y,  the improved man-
agement  s t ruc tures,  together  with  ef for ts 
u n d e r t a k e n  t o  s t r e a m l i n e  t h e  a p p r o v a l 
p r o c e s s ,  h a v e  y i e l d e d  p o s i t i v e  r e s u l t s  i n 
te r m s  o f  s m o o t h e r  p ro ce s s i n g  o f  E I F  s u b -
miss ions.

Recommendation 2
The Commiss ion ful ly  understands the rea -
s o n i n g  b e h i n d  t h i s  r e c o m m e n d a t i o n  a n d 
a g re e s  t h a t  i t  wo u l d  b e  d e s i r a b l e  t o  p ro -
c e e d  i n  t h e  w a y  s u g g e s t e d  b y  t h e  C o u r t . 
However,  the  t imetable  of  the  co - decis ion 
process  for  the  legal  bas is  means  that  the 
f i n a l  c o n t e n t  o f  t h e  l e g a l  b a s i s  i s  u s u a l l y 
n o t  k n o w n  u n t i l  s h o r t l y  b e f o r e  i t s  e n t r y 
into  force.  For  th is  reason,  whi le  the Com -
m i s s i o n  w i l l  d o  a  s i g n i f i c a n t  a m o u n t  o f 
preparator y  work  in  advance,  i t  cannot  be 
s u r e  w h e t h e r  o r  n o t  i t  h a s  f u l l y  c o v e r e d 
a l l  aspec ts  of  the  legal  bas is  unt i l  the  lat-
ter  i s  formal ly  adopted.  The a im wi l l  be  to 
h a v e  a  p o s s i b l y  f o r t h c o m i n g  p r o g r a m m e 
operat ional  at  the  star t  of  the  programme 
per iod.

101.
Th e  E I F  wo r k s  w i t h  c l e a r  s e l e c t i o n  g u i d e -
l i n e s  a s  a g r e e d  w i t h  t h e  C o m m i s s i o n 
( A n n e x  1  t o  t h e  F M A )  t o  i m p l e m e n t  t h e 
m a n d ate  u n d e r  a n  o p e n  c a l l  a n d,  a s  m e n -
t i o n e d  b y  t h e  Co u r t  i n  p a r a g r a p h  2 9 ,  t h e 
E IF  has  the necessar y  exper t ise.

I n  t h e  p r e - s e l e c t i o n  p r o c e s s  o f  a s s e s s -
i n g  a n  a p p l i c at i o n ,  t h e  E I F  re q u i re s  i nte r -
m e d i a r i e s  to  m e e t  m i n i m u m  s t a n d a rd s  a s 
regards  the suff ic ienc y of  information pro -
vided as  descr ibed below.

T h e  p r e - s e l e c t i o n  p r o c e d u r e  i s  a  f o r m a l 
s e l e c t i o n  b y  t h e  g u a r a n t e e  t r a n s a c t i o n 
t e a m  b a s e d  e s s e n t i a l l y  o n  t h e  q u a l i t y  o f 
t h e  a p p l i c a t i o n  w i t h  re s p e c t  t o  t h e  e l i g i -
b i l i t y  a n d  s e l e c t i o n  c r i te r i a .  Fu r t h e r m o re, 
e a c h  p ro p o s a l  i s  s u b j e c t  t o  a n  i n d e p e n d -
e n t  o p i n i o n  f r o m  E I F ’s  r i s k  m a n a g e m e n t , 
a  c o m p l i a n c e  o p i n i o n ,  a n d  a  f o r m a l  p r e -
B o a r d  r e v i e w  m e e t i n g  i n c l u d i n g  a l l  r e l e -
vant  E IF  ser v ices. 

The Commission,  however,  wi l l  fur ther  con -
s ider  whether  i t  would  be  appropr iate  for 
the EIF  to  use a  scor ing system for  any suc -
cessor  programme in  th is  k ind of  ca l l  pro -
cedure in  order  to  def ine a  minimum score 
level .

Recommendation 3
T h e  C o m m i s s i o n  w i l l  f u r t h e r  c o n s i d e r 
w h e t h e r  i t  w o u l d  b e  a p p r o p r i a t e  f o r  t h e 
E IF  to  use  a  scor ing system for  any succes -
s o r  p ro gr a m m e  i n  o rd e r  to  d e f i n e  a  m i n i -
mum score level .

A s  r e g a r d s  d o c u m e n t a t i o n  o f  g u a r a n t e e 
p a r a m e t e r s ,  t h e  C o m m i s s i o n  w i l l  f u r t h e r 
c o n s i d e r  t h e  n e e d  fo r  a ny  c l a r i f i c a t i o n  o f 
r e q u i r e m e n t s ,  a s  w e l l  a s  a n y  a d d i t i o n a l 
measures,  regarding the  E IF ’s  documenta-
t ion re lat ing to  ca lculat ions  of  parameters 
for  the guarantee agreements.
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102.
T h e  Co m m i s s i o n  a g re e s  t h a t  t h e  ‘n u m b e r 
o f  j o b s  c r e a t e d ’ i s  t h e  m o r e  a p p r o p r i a t e 
i n d i c a t o r  t o  c o l l e c t  i n  t h e  l i g h t  o f  e v a l u
at ion of  the programme.

Recommendation 4
The Commission accepts  this  recommenda-
t i o n ,  w h i c h  w i l l  b e  t a k e n  i nto  a cco u nt  fo r 
any successor  programme to the SMEG.

103.
I n n o v a t i o n  i s  o n e  o f  t h e  o b j e c t i v e s 
d e s c r i b e d  i n  t h e  l e g a l  b a s i s ,  a n d  t h e 
r e s u l t s  o f  t h e  t e l e p h o n e  i n t e r v i e w s  c a r -
r ied out  in  the  contex t  of  the  ongoing E IP 
e v a l u a t i o n  c l e a r l y  s h o w  t h a t  S M E G  h a s 
suppor ted innovat ion.  On the other  hand, 
i n n o v a t i o n  i s  n o t  t h e  s o l e  o b j e c t i v e  a n d 
there  i s  no  spec i f ic  quota  or  target  spec i -
f i e d  i n  t h e  l e g a l  b a s i s  n o r  a n y  m a n d a t e 
re g a rd i n g  t h e  p e rc e n t a g e  o f  i nve s t m e n t s 
that  should be made in  suppor t  of  innova -
t ion.

T h e  C o m m i s s i o n  c o n s i d e r s  t h a t  a  c o m -
b i n e d  r e a d i n g  o f  r e c i t a l s  2 0 ,  2 2  a n d  2 7 
s h ows  t h a t  t h e  p ro gra m m e  h a s  a  b ro a d e r 
s c o p e  t h a n  t h a t  i n d i c a t e d  b y  t h e  C o u r t . 
SMEG aims at  a  wide range of  SMEs includ -
ing thei r  fu l l  l i fe  c yc le  (Ar t ic les  10  and 17 
of  the  legal  bas is )  and not  only  at  innova-
t i ve  S M E s  o r  t h o s e  l a c k i n g  co l l ate ra l .  Th i s 
i s  ref lec ted in  i ts  implementat ion. 

‘Deadweight ’ should not  be seen as  synon -
y m o u s  w i t h  i n e f f i c i e nt  b u d g e t  a l l o c at i o n . 
S M E G  g u a ra nte e s  a re  p rov i d e d  o n  a  p o r t-
f o l i o  b a s i s  a s  o p p o s e d  t o  a  l o a n - b y - l o a n 
guarantee.

T h e  C I P  p r o g r a m m e  i s  a d d r e s s i n g  p o t e n -
t i a l  d e a d w e i g h t  i s s u e s  i n  i t s  d e s i g n  b y 
requir ing an intermediar y  to  do more than 
i t  w o u l d  d o  w i t h o u t  t h e  C I P  g u a r a n t e e , 
a s  t h e  g u a r a n t e e  i s  c o n d i t i o n a l  u p o n  t h e 
intermediar y  exceeding the reference vol -
ume.  The latter  i s  def ined as  the est imated 
v o l u m e  o f  f i n a n c e  t h a t  t h e  i n t e r m e d i a r y 
w o u l d  p r o v i d e  i n  t h e  a b s e n c e  o f  t h e  C I P 
g u a r a n t e e .  T h e  C o m m i s s i o n  n o n e t h e l e s s 
agrees  that  appropr iate  measures  to  mini -
m i s e  d e a d we i g h t  s h o u l d  b e  e nv i s a g e d  i n 
any successor  programme.

Recommendation 5
The Commission accepts  this  recommenda-
t i o n ,  w h i c h  w i l l  b e  t a k e n  i nto  a cco u nt  fo r 
any successor  programme to the SMEG.

104.
Th e  E I F  d o e s  s p re a d  g o o d  p ra c t i ce s  e s p e -
c i a l l y  i n  co u nt r i e s  w i t h  d e ve l o p i n g  f i n a n -
c i a l  m a r k e t s  a n d  d e v e l o p i n g  g u a r a n t e e 
schemes.  I t  i s  not  intended that  the  Com-
m i s s i o n  a n d  t h e  E I F  u n i l a t e r a l l y  i m p o s e 
g u a r a n t e e  c o n d i t i o n s / p r a c t i c e s .  A l l  t h e 
re levant  information is  careful ly  evaluated 
and ta i lor-made solut ions  are  proposed to 
f i t  the economic s i tuat ion,  taxat ion regime 
and business  prac t ices  in  the relevant  mar-
ket .

T h e  C o m m i s s i o n  b e l i e v e s  t h a t  t h e r e  i s  a 
st rong presumption in  favour  of  EU added 
v a l u e  b e i n g  p r e s e n t ,  a s  o b s e r v e d  b y  t h e 
MAP f inal  evaluat ion. 
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T h e  2 0 0 4  e x t e r n a l  e v a l u a t i o n  o f  t h e  MA P 
concluded that :  ‘Both instruments  demon-
s t r a t e  c l e a r  E u ro p e a n  a d d e d  v a l u e  w h i c h 
i s  b o t h  q u a n t i t a t i v e :  t h e y  h a v e  a l l o w e d 
f i n a n c i a l  i nte r m e d i a r i e s  to  t a k e  m o re  r i s k 
through invest ing (E TF Star t-up)  and guar-
anteeing (SMEG) larger  volumes;  and qual i -
tat ive :  MAP suppor t  and EIF  s ignature have 
given “ legit imac y ” to  funds suppor ted and 
to  s o m e  e x te n t  to  S M E  f i n a l  b e n e f i c i a r i e s 
( E T F  S t a r t - u p ) ,  a n d  h e l p e d  m i c r o e n t e r -
pr ises  to  become “ bank able” (SMEG M icro -
credit ) ’.

I t  s h o u l d  b e  f u r t h e r  n o t e d  t h a t  t h e  s a m e 
ex ternal  evaluat ion concluded that :

‘ [ … ]  i n  c o u n t r i e s  w h e r e  E I F  h a s  w o r k e d 
w i t h  p o w e r f u l  n a t i o n a l  f i n a n c i a l  i n t e r m e d i
a r i e s , [ … ]  t h e r e  h a v e  b e e n  s t r o n g  c o m p l e -
m e n t a r i t i e s  l e a d i n g  t o  p a r t i c u l a r l y  h i g h 
a d d e d  va l u e  [ … ]  a n d  c r o s s - f e r t i l i s a t i o n ’ ;

T h e  o u t c o m e  o f  t h i s  s e l e c t i o n  o f  c a s e s 
c o u l d  a l s o  b e  a  r e f l e c t i o n  o f  t h e  f i n a n -
c i a l  a n d  e co n o m i c  c r i s i s  i n  2 0 0 8 – 1 0  ( w i t h 
the  most  severe  recess ion s ince  the  Great 
Depress ion) .  The recess ion has  meant  that 
r i s k  l e ve l s  h ave  i n c re a s e d  a n d  l e d  t o  l e s s 
investment  in  innovat ion by SMEs. 

Recommendation 6
T h e  Co m m i s s i o n  a c c e p t s  t h i s  r e c o m m e n -
d a t i o n ,  w h i c h  i s  a l re a d y  b e i n g  t a k e n  i n to 
a c c o u n t  i n  t h e  d i s c u s s i o n s  a n d  p l a n n i n g 
for  the nex t  generat ion of  f inancia l  instru-
ments  in  the post-2013 Mult iannual  Finan-
c ia l  Framework ,  where  ‘ensur ing EU added 
v a l u e ’ i s  o n e  o f  t h e  k e y  p r i n c i p l e s  t h a t 
must  be respec ted by  a l l  proposed instru -
ments. 
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ONE OF THE FINANCIAL INSTRUMENTS ESTABLISHED UNDER THE 

COMPETITIVENESS AND INNOVATION FRAMEWORK PROGRAMME 

OF THE EUROPEAN UNION IS THE SME GUARANTEE FACILITY. IN THIS 

REPORT, THE COURT EXAMINES THE FACILITY‘S DESIGN AND PLANNING, 

THE MANAGEMENT OF ITS OPERATIONS AND THE ACHIEVEMENT OF 

ITS OBJECTIVES IN ORDER TO ASSESS ITS EFFECTIVENESS. WHILE THE 

COMMISSION HAS ALREADY MADE SIGNIFICANT PROGRESS COMPARED 

TO THE PREVIOUS PROGRAMMES, FURTHER IMPROVEMENTS ARE 

RECOMMENDED CONCERNING THE DESIGN AND THE OPERATIONAL 

MANAGEMENT AND FOR MEASURING THE ACHIEVEMENTS OF THE FACILITY.   

EUROPEAN COURT OF AUDITORS
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