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This edition of the newsletter will deal with:

1. The revision of the European Action Plan for Energy Efficiency

2. Mortgage access rules

3. The draft directive on Alternative Investment Fund Managers

1. The Revision of the European Action Plan for Energy Efficiency
Member associations will remember from CEPI.eu #38 and #39 that the European Commission is working on a new Action Plan for Energy Efficiency. This concerns the mid-term review of the 2006 Action Plan for Energy Efficiency which runs until 2012. Accordingly the new Action Plan will provide the outline for a framework for energy policy and regulation until 2012.

The new Action Plan has not yet been published, but a draft entitled "7 Measures for 2 Million EU Jobs" has been prepared by the Commission. It will have important consequences for buildings. 
The 7 measures are:

1. Legally binding targets for Member States;

2. The European Building Initiative: refurbishing 15 million buildings by 2010;

3. Smart Cities of Europe;

4. Energy saving in the utility sector;

5. Using the full potential of SMEs;

6. Behaviour and education;

7. International cooperation

The main proposals concerning these measures are:

1. 
The Commission intends to propose a directive providing for a binding obligation on Member States in line with the agreed 20% energy savings objective. This directive might be sector specific (e.g. buildings) or general.

2.
The Commission will launch a European Building Initiative, supported by the European Investment Bank (EIB) and European Bank for Research and Development. This will provide a new financing and technical assistance infrastructure for the EU.

It is proposed that each Member State establish a National Energy Efficiency Fund (NEEF) to provide support to banks for loans which will target private residential, commercial and public buildings.
A high level public awareness campaign promoting best practices for the financial structuring of the NEEFs and the possibilities of cities to invest in energy efficiency will be jointly conducted by the Commission, the EIB and other financial institutions.

The Commission wants to address the problem of the worst performing buildings in the regulatory framework. Two suggestions are made. Firstly one approach could be based on energy performance certificates, so that after for example 2020 all Member States might require that when a building is in the bottom two categories it has to be refurbished before re-sale. The renting of the worst performing buildings could also be targeted. The second alternative approach could be for there to be an obligation on Member States to identify the 20% lowest energy performing buildings and establish a specific awareness and financing campaign regarding the refurbishment of these buildings.
3.
The Smart Cities of Europe will be a major initiative, targeted at local level, to provide financial and political incentives to develop ambitious energy efficiency, renewables and transport measures in urban areas.

4.
The Commission intends to propose a directive providing for a binding obligation on Member States to introduce a White Certificate scheme. This refers to an obligation for energy companies to invest in energy efficiency. 

5.
An awareness campaign will be launched at EU level by the Commission in association with the Enterprise Europe Network targeted at SMEs. 
6.
A mandatory "low energy building" course for the building workforce, in particular for architects, will be introduced as a central part of the education and training of these groups in all Member States. The Commission will also consider how best a targeted awareness action towards domestic consumers could be conducted.

7.
There will be greater international cooperation.
The final version of the report is expected to be published in October or November.

2. Mortgage Access Rules
It is reported that the European Commission is discussing harmonisation of national rules governing access to mortgages. This is in response to the financial crisis which exposed the excessive risks taken by credit institutions in the housing market. The 2006 Capital Requirements Directive (designed to protect savers and investors from the risk of banking failures by requiring such institutions to hold a minimum amount of capital against their exposure) is under review.
In July 2009 EU Finance Ministers agreed to tighten bank loans in order to boost liquidity and provide more stability for the market. Also in July, the Internal Market Commissioner Charlie McCreevy sent Member States and market actors a document listing possible changes to EU capital requirement rules. One of the suggestions made concerns the risks presented by mortgages on residential property and would mean much tighter regulation on mortgage access. It suggests a 40% cap on the loan-to-value indicator, which establishes what percentage of the value of a house can be lent by a bank to a buyer. This would mean that, for the first 40% of the value of a property a buyer would be able to get a mortgage at normal interest rates. But if a buyer wants to borrow more than that he or she would have to pay a higher rate of interest and the credit institution would have to put aside a higher amount of capital against the higher risk.

The current directive does not foresee any caps on loans, but provides that the lowest level of capital requirements apply for institutions issuing mortgages, as long as "the value of the property exceeds the exposures by a substantial margin". These rules are applied with discretion by the Member States. The European Mortgage Federation has published information for 2004 which indicates that the average loan-to-value applied by UK banks was 87%, in Spain, Belgium, Denmark and Sweden 80%, Germany 71%, Italy and Poland 60%, Greece 57%, Hungary 40%, making the EU average for 2004 70%. Taking the EU average, this would mean that for a house worth around €140.000 a buyer could get a mortgage at normal interest rates of up to €102.000. If a cap is fixed at 40% this would apply to a much lower percentage of the value. If no cap is imposed, but national provisions are harmonised this could still decrease access to credit for homebuyers in several EU countries. 
At present the European Commission has confirmed only that there is an ongoing debate on how to harmonise capital requirements. Further information will be supplied concerning this when it is available. The European Mortgage Federation has published a position paper calling, amongst other things, for national discretions relating to loans secured by residential and commercial mortgages to remain in place. A copy of this position paper can be downloaded from the European Mortgage Federation at: http://www.hypo.org. 
3. The Draft Directive on Alternative Investment Fund Managers

The draft directive on Alternative Investment Fund Managers (AIFM Directive) is under discussion at the European Parliament. This concerns funds that are not covered by the UCITS (Undertakings for the Collective Investment in Transferable Securities) Directive. Again the draft directive is a response to the financial crisis and is aimed at hedge funds and capital investment. However, it also concerns real estate funds. The draft directive introduces harmonised requirements for organisations that manage and administer alternative investment funds. The aim is to regulate management firms and other people involved in the value chain. 

The AIFM Directive is similar to the UCITS Directive in that it uses a "European passport". Only funds managed by the directive could be purchased by investors, those funds would have a "passport" so that they can be sold freely throughout the EU. This also means the introduction of a minimum number of rules to protect investors.
The concern for the property industry is that, whilst the AIFM Directive includes real estate funds, it does not allow for their particular characteristics. They would be treated in the same way as hedge funds and private equity funds.
More information is available at http://ec.europa.eu/internal_market/investment/alternative_investments_en.htm. 
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