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EUROPEAN COMMISSION

Diractedate-Ganaral fer Davalopment and Cooperatin — Europeaid
Deractirate-General Econcmic and Fingnciad Afairs
[irgctorate-Gengral Enlargement

The Gereral Directors

Brussels, 26 00T, e

Mr Klavs Welle
Suerclary-Creneral
European Parlizment

Mr Uwe Corsepius
sceretary-Cieneral
Council

Subicet; KL Platform for Blending in Exeernal Cooperation
Pcar Mr Welle, Dear M Corscpius,

In accordance with Decision No. 1OBW2G11/EL of the European Parliament and of the
Council of 25 October 2111 on the EU guarantee for Luropean [nvestment Bank (LE1BR)
gxternal lending, the Council and the European Parlivment requested the Commission to
studv and subscpuently report upen, the development of an "EU Platform for External
Cooperation and Development™ with a view ta optimising the functioning of mechanisms
for the blending of grants and loans in the field of extemal action, This leuter together
willl 113 atiachment Tepresent the report of the Commission.

Hork of the Gronp of Experts

fn 20011, the Comnussion created and chaired a Group of Experts {GoB) comprising B
WMemhar States. the European External Action Serviee (EEAS), the EIB, and the
Eurepean Parliament (03 an observer), which hus assessed the costs and benefits of
eslublishing the Platform.

The attached Group of Experts [inal Conclusions Paper is the produel of extensive
exchanges among the members of this Group of Fxperts including during five mectings
held in Brussels between November 2011 wad May 20120 These reilections were
cntiched by several consultaions held with bilateral and moultilaierat Angncial institutions
and consullations  with other stakeholders, notably Civil Society  Crpanisations,
beneficiary coumtrics and privale scetor represenlatives,

i its conciusions, the Gronp of Fxperis unanimausly recommends that the ETT Platform
should be cstablished and should aim (o starl working 101 2012,
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Name, Objectives, Scope and Main Tasks of the EU Plaiform

The Commission agrees fully with the objectives, scope.and main tasks as set out in
detail in the attached conclusions of the Group of Experts.

There is a wide consensus among the Group of Experts members that the Platform name
provisiomally propesed in the above Decision, "EU Plalform for External Cooperation
and Development”. is wo broad in view of its scope and may thersfore lead to
misunderstandings. The Commission therefore foresees a name that better reflects the
focus of the Platformy, namcly "L Plagform for Blending in Externol Cooperation”
(EUBECH,

The overall objective of the Platlom will be to improve the quality and cilicieney of EU
development and exiernal cooperation Blending mechanisms, faking due account ofs the
policy frameworks that govern the 1 relations with the ditferent partner coumntries,
notably FU (Yevelopment, Neighbourhood and Enlarscment polivics,  This includes
promoting  coaperation and coordination between the EU, EIB and other televant
financial institmions {F1s) and other stakeholders, thereby increasing the impact and
visibility o[ H) external cooperation,

Ay dor scope, the Platlorm should deal with all regions of the world where the FL s
engaped in external cooperation and development. The Platform should have an advisory
roig only, alming 1o provide pudanes and recommendalions for the harmonsation ol key
principles regarding blending activitics whilst allowing for differentiation by sectors and
regions. The Platform should focus on secrars where financial instruments can be muost
usafolly deploved, within and acrass peographical regions. The Platlomm should also help
1o strenpthen coberence ol btending activides with F1I policies.

The Platform should analyse and provide guidance om sectoral issues having a cross-
regional dimension and on the devetopment of innovative financial instruments in the
external field. The guiding orinciple would be to focus on EU policy priorities where
value added and impact arc highest, including in areas of market failure. The Platform
should also provide guidance on how 1o ensore sufficient flexibility in diverse situations
sich as working with private scetor in development, or addressing plobal challenges sueh
as chimate chanpre and ceonomic crises.

A first sel of main tasks ofi the Matform shomld be to provide puidance to existing
blending mechaniams and financial instruments, in order to nercasc impact and
voherence with EU policies and to reduce transaciion costs. Second there are tasks linked
o common principles, streamlining of apresments, and promotion of cooperation and
coordination benween the EU, EIB, other financial instintions and ather stakcholders,
Third there is a tange of tasks linked to the development of new financial instruments.

The Platlorm sheuld cngage. inoone Torm or another, all relevany actors o the Teld of

blending in external cooperation. The Platform should be slim and pragmatic. It would be
astablished as o Commission Group of Experts, respecting the rules poverning such
croups. This approach s aimed at gelting the Plaiform warking already in 2012, in order
Lo be able 10 give relevant guidance regarding the vse of financial instriments outside the
LT under the new E1T financial framework 2014-20240,

=i
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Flatforem Outpuls, Structure and Participation

The Conmmission generally aprees with the outputs, structhre and participation as
proposed by the Group of Experts and as set oot in the attached Conclusioss Paper.

Struetfure

The Platform will net replace the existing blending mechanisms or duplicate existing
decision-making structures.  Where formal or legal decisions are decmed necessary, 1t
will make recommendations o the appropriae decision-maeking structores. It will
produce reeommendations and puidance. directed nobly at the governing siruetures of
existing blending mechanisms and at the Platform members. 1o terms of accountability,
the Commission mtends w reporl to the Europesn Parlisment and ihe Commeil at least
annually on the work of the Platform.

‘The Platform should be composed of two groups: & Policy Group and a Techrical Group.
The Poliey Group (PG is 1o be formed of the Commission, EIFAS and Member States.
with the Furopean Parliament as observer, The PG may invite, as apprapriate. further
observers 10 these mectings,

The Policy Group shall provide guidance, informed by the work of a l'echnical Group
(TCH made wp of the Commission, the LIE. bilateral and multilateral Enropesn financial
institutions as members, and othier financial institutons that participate in the existing BU
blending mechanisms as observers. The "|'Cr shall work on topivs according w an
establishod work plan. The propress reports or results of 10 seasions are preseated 1o the
PG far discussion and possible endorsement.

The PG could also mect with TG members in an extonded formation. Ad hec
consultalion of other Stakehelders (notably Civil Socicty Organisations, beneliciary
counlries, private sector representatives, or other relevant financial institutions) should
take place as necossary, upon request by the PG or upon Commission initianive.

A Commission staffed secretariat will ensure the coordination of sessions of the different
proups andet vhe Platforn, possibly assisted by stall [rom the EIB and other parscipating
financinl institwtions, Oeeasional comferences with & wide group of stakeholders could
also he scheduled as appropriate, which could be used to promote visibility and
transparcacey of the work and results of this EU initalive.

The Commission should formally chair both the Policy Group and the Technical Group.
However, the Commission 18 ready w exploit the possibility to appoint a Member State
lo chair & (G meeting on ad hoc basis, Tn the same Jogic as for the PG, the Commission
welcomes a chance to nominate on an ad hoc basis the EI3 or another Furopean financial
institution to chair TG sessions, for instance when a tople is within s core aroa of
expettise. The Commission is eaper o stimulate the finaneial institutions' ambition and
willingnesas to drive forward specific topies,

Haritcipation

On participation in the Policy Group, the Commission 15 of the opinion that a tormal

separation between both groups, with all finzncial institutions participating in the

Technical Group, is necessary. Member Stares should also be represented in the PG by

povermnen!l officials and not by stall of their bilateral financial nstitwtions.  The
3
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Cammassion also [ully suppors the conclusions of the Gell, which forcsce that the PG
may invite, as appropriate, further observers to its meetings , as woll as the possibiliy lor
the (i to meet with 10 members inan cxtended formation, for instance for an exchanoe
on technical proposals worked oul by the TG.

The Commission strongly supports an active role of all linancial nseilutions participating
in HL hlending tacilities in the proposcd EUT Platform. Shazing experience and technical
experlise 1s key in further developing and improving the TU approach to blending. We
therefore need a svrocture that effectively encourages, promotes and facilitates all
relevamt tinancial institotions to make a significam comtribution in wemms of their
experiise and resources (o further the ohjectives of this Mlatform.

Platferm establivhmens

A already highlishted above, the quicker the Matform can be established 1o carry ouat i1
foreseen tasks, the pgreater is its potential rale in providing guidance to the oxisting
blending mechamsms and Anamelal instruments and i assisting 1o the design of new
ones in the next MFF.

The Commission Tully agrees with the large canszensus among Group of Experts
participants to start with the work of the EU Platforin as soon as possible, and would
therelore like the cstablishment process w move forward guickly. This can be achicwved
by setting up the Platforny as a Commission Group of Experts without additional legal
structures being requirad.

In this context, we would like vou to indicale whether vou have any objection w the
above approach as proposed by the Comniission. At the same time we would like to
invite Member States and the European Parliament fior the first scssion of the Policy
Ciroup which is provisionally plarmed {or 14 December 2012,

Y ours sincercly, v R
Py WA
. e R i i
F S
Fokion FOTTIADIS Marco BUTI StL‘-l;jEy;li.:l SANNIND
Director-Creneral Director-General THrector-Ceneral
DG DEVCD DG ECEIN G RLARG

in absence of the Direcicr-General
Joost Kerle
Daputy Oirgctor-General

Enclosure: Conclusions Paper of the Growg of Fxperrs

Ce: David OrSullivan (Turopean External Action Service)
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B Rl Ares(Z0 21274079 - 2EM10/2012

GROUP OF EXPERTS ON EU PLATFORM FOR EXTERNAL COOPERATION AND
DEVEL OPMENT

Conclusions Paper

Executive Summary

The mandate of the Group of Ezperts (GoE) consisting of Member States, the
Commission, the BEuropean External Acton Service, the EIE, and the European
Parliament (Observer) is to develop proposals on the condiions under which an "ETT
Platform for External Cooperation and Development” could usefully be established.
This means clanfication and agreement on the benefits, objectives, tasks and
mechanics of the Platform. A Commission proposal to establish the Platform could be
prepared by mid-2012 following the conclusions of the GoE. The present paper aims
at presenting the draft conclusions of the GoE following the discussions held and
consltations with financial institutions.

The GoE unanunously recemmends to the Commission that such a Platform should be
established.

The overall objective of the Platform will be to improve the quality and efficiency of
ETT development and external cooperation blending mechanisms, taking due account
of the policy frameworls that govern the EU relations wath the different partner
countries, notably EUT Development, Neighbourhood and Enlargement policies. This
includes promoting cooperatton and coordination between the EU, EIE and other
relevant financial insttutions (FIs) and other stakeholders, thereby increasing the
impact and wisibility of ETT external cooperation.

The Platform should deal with all regions of the world where the ET 15 engaged in
external cooperation and development The Platform should prowvide guidance for the
harmonisation of key pnnciples regarding blending activities (eg  financial
instrutments to be used, procedures) whilst allowing for differentiation by sectors and
regions. The Platform should focus on sectors where financial instruments can be
most usefully deployed, within and across geographical regions. The Platform should
alzo help to strengthen coherence of blending activities with ET policies.

The first set of main tasks of the Flatform will be to review and prowide guidance to
exising blending mechanisms and financial instruments to increase impact and
coherence with ETT policies and to reduce transaction costs. Second there are tasks
linked to common prnciples, streamlining of agreements, and promotion of
cooperation and coordination between the ETT, EIE, other financial institutions and
other staleholders. Third there are tasks linked to the development of new financial
instruments.

The Platform should engage, in one fonm or another, all relevant actors in the field of
external assistance. & Policy Group consisting of Cemmission, EEAS, Member
States, shall meet on a recurrent basis (for example twice per year), with the
possibility of additional ad-hoc meetings. The Policy Group shall provide guidance,
informed by the work of a Technical Group made up of the Commission and financial
institutions experts. A secretaniat, staffed by the Commission, will ensure the
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coordination of sessions of the different groups under the Platfornm, and could be
assisted by staff from ETB and other financial institutions.

The Platform, to be established as a Commission Group of Expertsl, wouldnothave a
formal legal status although its structure and role should be set out in the
Commission's report to Parllament and Council. In this format, the Flatform could
aim to start workung 1n late 2012, with the aim to give relevant guidance on blending
mechanisms and financial instruments in the context of the new ET financial
framework 2014-2020. The relevance of the Platform will be assessed by an external
evaluation after a period of at least three years.

Introduction

In the framewoerk of the mid<term review of the EIB external mandate 2007-2013, the
Steering Committee of Wise Persons recommended to study the possibility to
establish an ETT Platform for External Cooperation and Development, based on
optimal blending of resources and mutual reliance between participating finance
institutions. Following the Commission's legislative proposal for a decision on the
EIB external mandate® the Council and the European Parliament recuested the
Commission to study the development of an "EU platform for cooperation and
development"3 with a view to optimising the functioning of mechanisms for the
blending of grants and loans in the field of external action.

A number of important geopolitical events have taken place after the completion of
the Wise Perzons report. Moreowver from the ETT policy perspective the establishment
of an ETT Platform sheuld also be seen in the context of the debate on the
Commission's communication "Increasing the tmpact of EUT Development Policy: an
Agendafor Change" published in October 2011

For this purpese, the Commission created and chaired a Group of Experts (GoE) 4 of
IMember States, the European External Action Serwice, the European Investment
Bank, and the European Parliament (as an obserwer) which assessed the costs and
benefits of such a platform. This includes clarfication and agreement on the
ohjectives, tasks and structure of the Platform . In its reflecti ons the GoE has consulted
bilateral and multil ateral finance instituti ons and other stakeholders.

A Commission report to the European Parliament and the Council to establish the
Platform could be prepared by mid-2012 following the conclusions of the GoE This
paper aims at presenting the conclusions of the GoE.

! Ta be established in line with the Framew otk for Commission Expert Groups (Cr20100 7649 final.
oo (20010174, Proposal for a decision of the Ewopean Parliam ent and of the Council granting an
EU guarantee to the European Irorestment B ank against losses under loans and guarantees for projects
oustaide the Ewropean Union

* Decision Mo 10202011/EU of the European Patliament snd of the Council of 25 October 2011 and
repealing Diecision Mo 633/2009/EC, rectical 31

* Estatlished in line with the Framework for Commission Expert Groups (C(2010) 7649 final
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Objectives

The overall objective of the Platform will be to improve the quality and efficiency of
development and external cooperation blending mechanisms, talung due account of
the policy frameworks that govern the ETT relations with the different partner
countries, notably ETT Development, Meighbourhood and Enlargement policies. This
includes promoting cooperation and coordination between the relevant actors, thereby
increasing the unpact and visibility of ET external cooperation.

Specifically therefore, the am of the Platform should be to:

® Improve the effectiveness, efficiency, and transparency of financing EU
development and external cooperation actions related to both traditional blending
and new financial instruments for blending, considening the role and comparative
advantage of participating institutions.

® Increase the impact and wisitbility of EU external cooperation blending
mechanisms by increasing coherence and by formulating guiding principles on
how blending mechanisms are used to support ET External Policies including the
proposed approach to differentiation.

® Improve impact by achieving an appropriate quantitative and qualitative multiplier
effect of scarce cooperation funds from donors and lenders and adwise on the
pooling of funds and innewatve use of financial instruments. Develop
standardised methods to measure and, as far as possible, compare the value added
of blending operations. This will include qualitative as well as quantitative
indicators, also in terms of economic and sonial improvements.

o  Contribute to the reduction of overall transzaction costs and administrative burden
for partner countries, ET and Member States, EIB, other financial institutions and
final beneficiaries.

* Improve the cooperation and coordination between the Commuission, EEAS, IS,
EIB, financial institutions and other stalceholders.

Timing

The quicker the Platform can be established to carry out the tasks outlined in the next
section, the greater is its potential role in providing guidance to the existing blending
mechanisms and financial instruments and in assisting to the design of new ones in
the next MFF. From 2016, 1.e. at mid-termn of the next MFF, 1t should assess and
recommend further improvements. This includes reporting on how blending
contributes to ETT policy goals. Throughout, the Platform is to contribute alzo to an
improved cooperation and  confidence between partners. The relevance of the
Platform will be assessed by an external evaluation after a period of at least three
vears..

Scope
The Platform should deal with all regions of the world where the ETT 1z engaged in

external cooperation and development. The Platform should provide guidance for the
harmonisation of key pnnciples regarding blending activities {eg. financial
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instruments to be used, procedures) whilst allowing for differentiation by sectors and
regions.

The Platform should play a role with respect to the ET policy of a differentiated
approach to external partnerships. Geographical differentiation could be developed
by considering warious criteria. Differentiation could be achiewied, inter alia, by
offering  different levels of concessionality, talung due account also of debt
sustanability 1ssues, risk-sharing, and in terms of types of instruments offered.

The Platform should help identify sectors where financial instruments can add value
and be most usefully deploved, within and across geographical regions. It should in
particular focus on possible interventions in alignment with the Commission
Communication "Increasing the impact of EU Development Policy: an Agenda for
Change" and corresponding Council conclusions, ENP action plans, the ET policy
framework towards the Candidate Countries and other relevant policy frameworks.
Importantly, the Flatform should not only focus on classic 'econemic investments but
alzo explore possibilities for blending mechanisms to leverage investment in 'hard to
reach' areas and difficult sectors such as social sectors where little or no functioning
markets exist and where blending mechanismz could help create markets, or where
there are higher socio-economic than financial returns. This should be done whilst
ensuring the economic wiability of projects and aveiding market distortions which are
essential preconditions for successtul blending operations.

The Platform should analyse and provide guidance on sectoral issues having a cross-
regional dimension and on the development of innowvative financial instruments in the
external field The guiding principle would be to focus on ET policy prionties where
value added and impact are highest, including in areas of market failure. The Platform
should alzo provide guidance on how to ensure sufficient flemibility in diverse
situations such as worling wath private sector in development, or addressing global
challenges such as climate change and economic crises.

The Platform should help to strengthen the impact of blending activities and
coherence with EU policies. It would, for instance, review the coherence between
ET policy and the functioning of blending mechanistms whilst respecting their
devolved governance.

The Platform should also consider the criteria underpinning the ODA-eligibility of
blending activities in order to provide guidance on the optimisation of ODAbility of

blending mechanisms as applicable, and within the context of the standards defined
within the OECD-DAC setting.

The Platform should promote consistency, build shared knowledge, and promote
the use of lessons learnt and hest practices across blending mechanisms as regards
value added definition, monitoring, evaluation and impact measurem ent.

Civen the remnforced base to the aid effectiveness agenda in the Lisbon Treaty, which
calls for W5 to coordinate their policies and gives the initiative to the Commission to
promote the coordination of these policies, the work of the EU Platform and its
outcomes should provide guidance to the activities related to the area of blending and
financial instruments of those concerned by and participating in the Platform.
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Main Tasks
The man tasks have been dividedinto three main groups (n no particular order).

The first set of tasks of the Flatform will be to review and provide guidance to
existing hlending mechanisms and financial instruments, in order to increase
impact and reduce transaction and other costs:

® monitor, assess and compare the performance of different blending
mechanisms and financial instruments based on, inter alia, performance and
result indicators derived from the varous interim evaluatons and on their
contribution to BT policies and wisibility.

* evaluate the governance structure of existing blending facilihes and the
appropriateness of merging or clesing of existing regional blending
mechanisms.

o develop a results based framework for measunng impact against the ex axis
determined objectives of blending operatons and a more standardised
repotting mechanism.

& provide guidance on the contribution of blending to a differentiated approach
to aid allocation.
reduce transaction and other costs.
1dentify lessons learnt and best practices and promote these across different
blending mechanisms and financial instruments, with the geal of achiewving
maximum development impact with scarce grant funding, as part of a "cycle
of continuous improvement”, whilst leaving room for effective and coherent
response to different regions.

® provide gudance on ensuring the sustanability of investments and on
achieving gradual reduction of grant needs in the long term

® promote transparency on the use of funds and procurement procedures,
dectsion-making processes, monitoring and evaluation and share timely
information on management of funds and evaluation of results

® elaborate on and provide guidance on the design of matching mechanisms
between funds avalable for blending actiwities and partner countries
public/pnivate investment needs.

Secondly tasks linked to the development of common principles, streamlining of
agreem ents, and promotion of cooperation and coordination:

& provide guidance for the hammonisation of framework agreements of the
Commission and financial institutions on blending mechanisms invelving the
ETT and Member States funds in line with the forthcoming Financial
Eegulation

& elaborate guiding pninciples to promote the cooperation of acters and prom ote
the rattonalisation of Memeoranda of Understanding between partners

s promote the delegation of tasks to the lead financing institution and co-
fAnancing including the prometion of rules and basic principles for "mutual
reliance” for financial institutions involved in ET mechanizms
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o  promote sharing of strategic and programming documents and of pipeline of
projects between the Commission, EEAZ, the EIB and other participating
institutions

&  promote coordination in the field, as well as a more systematic and enhanced
pooling of resources and reciprocity of access and participation to blending
mechanisms

Thirdly tasks linked to the development of new financial instruments:

* in addition to "traditional" blending of leans with grants (e.g. ‘investment
grants' and interest rate subsidies) and use of technical assistance grants,
develop further other forms of blending (e.g. guarantee, first lossfsubordinated
participation, risk capital) that would constitute more innovative financial
instruments (InnoFIs) taking due account of potential advantages and specific
risks invelved and how they should be managed.

& promote best practices and provide guidance on how to maximise impact and
optimise the quantitative and qualitabve multiplier effect of ETT funds —taking
due account of sectoral and regional specificities— by attracting financial (and
technical) resources from EIB, EBRD, CEB and other European Financial
Insitutions (EFIs), Regional Development Banks, Internaticnal Financial
Tnstituti ons (IFLs), private sector banks and investors.

& consider the involvement of partner countries as co-funders in some types of
blending activities

s provide guidance on most appropriate blending activities for the region/sector
concerned with the goal of achieving maximum development impact with
scarce grant funding.

o avoid a proliferation of blending mechanisms and assess the added value of
newly proposed mechanisms using common criteria to the extent possible,
taling into consideratton differences between regions, sectors and nature of
the financial instruments used.

Structure and Participation

The Commission should have the secretariat and the Flatform should engage, in one
form or another, all relevant actors in the field of external assistance. This includes the
Commission, EEAS, the Member States the EIB, European Financial Instutions
(EFIs) - notably the EBRRD, CEB, and other nationalibilateral agencies - as well as
relevant International Financial Institutions (IFIs) participating in ETT blending
mechanisms (see annex ). The Platform will provide adwice and guidance to the
Commission and all participating actors.

At the same time, it 15 important to make the Platform workable and manageable in
practice. The Flatform should not duplicate or substitute existing structures.

A Policy Group (PG) consisting of Commission, EEAZ, and Member States, with
the European Parliament as observer, shall meet on a recurrent basis. The PG may
invite, as appropriate, further observers to these meetings. In this context, certain
members of the GoE have proposed that the EIB should be an observer. As regards
the Chair of the P(3, a majonty of the GoE proposed a co-Chair arrangement between
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the Commission and an EU Member State {on a rotating basis), as far as this 1s
possible within the rules applicablej.

The PG shall provide policy guidance on overarching questions related to blending,
informed by the work of a Technical Group (TG) .

The worlk of the Flatform would be prepared by a TG consisting of the Commaission,
the EIB, bilateral and multilateral European Financial Instintions (EFIs) as members,
and other financial institutions that participate in the existing ETT blending
mechanisms as observers. Depending upon the specific topic under discussion the PG
may alter participation of a TG in order to ensure the most approprate technical
expertise 1s avalable to the Platform.

A commitment would be expected from participating fnancial institutions to help
work out proposals related to topics in their field of expertize. A TG would work on
topics agreed upon by the PG, which could include topics suggested by the governing
structures of the regional blending mechanisms. It could also worlt on technical topics
suggested by the Commission, ETT WE, EIB, bilateral and other financial institutions.
The progress reports or results of a TG are presented to the PG for discussion and
possible endorsement. The TG shall meet on specfic topics as needed. Whilst several
CGoE members suggested that the TG could be co-chared by the Commission and
EIE, others, proposed that TG meetings could be co-chared by the Commission and a
European hilateral or multlateral financial institution on a rotatonal basis, as
appropriate and in accordance with their particular expertise.

The PG could also meet with a TG in an extended formation, for instance to jointly
discuss blending policy issues, or for an exchange on a proposal worked out by the
TG Adhoo consultation of other staleeholders (e g, other IFIs, NGOz, Private Sector,
Benefictary Countnies) should take place as necessary, upon request by the PG or
upon Commission initiative, to deal with specific tasks and focusing on high priority
sector specific or regional challenges. Consultation may also take place with the
governing boards of existing ET blending mechanisms.

Cicoassional conferences with a wide group of stakeholders could also be scheduled as
appropriate, which could be used to promote wisitbality and transparency of the work
and resultz of this EU initiative.

The Flatform as a whole would not have a formal legal status although its structure
and role should be formally endorsed by the Commission and established as a
Commission Group of Experts, repecting the rules gowverning such groups In the
future the structure of the Platform may be adapted in accordance to evolving needs.

Cutputs from the Policy Group

The Platform will not replace or duplicate existing decision-making structures.
Where formal or legal decisions are deemed necessary, it will direct 1ts proposals to
the appropriate decision-making structure.

3 The Framewaork for Commission Ezxpert Groups (C(2010) 7649 final)
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The PG will produce recommendations and guidance that will include (but not be
litnited to):

- Guidance and recommendations directed at the governing structures of existing
blending mechanizsms and to PGITG members, notably regarding the rationalisation
and streamlining of existing blending mechanisms and devel opment and operation of
new blending mechanisms

- Guidance and prnciples aimed at enhancing the coordination and cooperation
between PTG members

- Guidance and recommendations which should feed into the corresponding Council
working parties and Comitology groups. The members of the PG will take the
guidance and recommendations provided by the ETT blending platform inte account in
the ensuing decision-making processes.

The P53 will review, propose and endorse, among others:

- Work Plan of the Platform
- Proposals and worle of the TG, including parti cipants.

Worls Plan

In order to organize and structure the work of the Platform, an annual workplan weill
be adopted by the PG, cutlining key topics to be addressed by the Platform. As
regards the technical worlk, this could include a repartitton of tasks, and where
appropriate could for example allocate specific technical 1ssues to particular {groups
of) FIs for them to take the topic forward. This workplan would be flexible enough to
accommodate unforeseen demands on the Platform . It would be reviewed on a regular
basis by both the technical and policy groups.

Practical Matters and Operational Costs

4 szecretariat at the Commission for the Platform would ensure the organization and
coordination of sesstons of the different groups under the Platform, using a limited
budget for administrative expenditure within the existing overall ET budget celling.
The Commizsion could be assisted by staff from ETB and other financial institutions.

The operational costs of the Platform would vary in accordance with the intensity of
the agreed work plan. As a minitmum, costs elements would include:

3] Commission stafl time necessary to ensure the working of the Platform

(1) Travel costs at approxunately 20,000 euros for each meeting of the PG
(itis assumed that no costs will be reimbursed for TG meetings).

[iii)  The Commission would seek external support for tasks related to the
organisation of meetings and other practical activities

All other costs, notably related to participation in the meetings, are to be shared by the
Platform participants.
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Accountability

The Commission will report at least annually to the European Parliament and Council
oft the work of the ETT Platform .

Benefits of Establishing the Platform and Conclusion

The GoE, following consultation with other stakeholders, consider that there are
numerous potential benefits from establishing the Platform.  This includes the
potential for simplifying and harmonising procedures, improving coordination and
ensuring coherence with ET external policies. The Platform can also contribute to
improving and measunng unpact of blending mechanisms and, based on shared
expertise, to rattonalisaton (including recommendations for possible merger or closure
of existing regional blending mechanisms) and development of new blending
activities. These potential benefits must be compared with the costs of establishing
the Platform which comprise modest administrative costs of the Commission plus
burden of the time spent and work carried out by the participants in the Flatform .

The GoE unanimously recommends to the Commission that such a Platform should be
establizhed.

The Platform could aim to start working in late 2012 if the Commission were to
propose to the Council and Parliament to set up a structure which does not need a
specific new legal frameworle
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ANNEXES

1, Diagram of Platf orm

2. Ezplanation for conclusions: options and trade-offs considered by the GoE
3 Definition of Terms

4. Comparison of Models of Existing Eegional Blending Mechanisms

a. Participation of IFLs in existing Eegional Blending Mechanisms

6. List of Members of Group of Experts and Organizations consulted

7 Terms of Eeference of the Group of Experts

10

17424/12 MLG/cd
ANNEX TO ANNEX DGGI

15
EN
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Annex 2: Explanation of Conclusions: Options and Trade Offs Considered
The wotk of the GoE has been developed inter alia by reflection on the following
1zsues. The text 1n this annex provides additional explanation and reasoning used in
support of the discussions on the GoE conclusions, but it is not formally endorsed by
the GoE.

Scope

Broad vs focused geographical and sectoral scope: The GoE have concluded that the

broad scope of the Platform would enhance potential for value added by wide
gathering of data and walue added through introduction of newbest practices in
specific sectors. The alternative of only focusing the work of the Platform in certain
areas could make it more manageable but would limit its longer term potential and
flexibility.

Gener al Structure and Functioning of the Platform

Whilst there has been general consensus amongst the GoE that the Platform sheould
not be a new body as such, nevertheless the Flatform has an extensive set of tasks to

tackle. How to structure the Platform and effectively tackle these tasks is therefore
critical. To avoid the creatton of a new body, the objectives and tasks foreseen for the
Platform imply the allocation of dedicated resources from both the Commission and
of partners in order to make the Platform functional, in particular with regard to
complex technical topics.

In considering the most appropriate participation in the work of the Platform there iz a

need to consider overarching coordination policy direction ws detailed technical
analysis and development Whilst representatives of ETT Member States have a key

role in coordinating and developing policy guidance, it is important also to draw on
the undoubted expertise of the EIE and other financial institutions that are familiar
with different blending mechanisms and operate in different regions of the world
The aim has therefore been to design a Platform that bnings both policy and technical
expettize together, to exchange good practice and ideas, and thereby develop excellent
and relevant guidance. This has resulted in the 1dea for separate policy and technical

groups that can be brought together as necessary and flexibly consult with wider
stalceholders.

An unportant 1zsue 15 the pole of different financial institutions with respect to the
discussions within and proposals to be developed by the technical group. The role of
the technical group would be to exchange good practice and ideas, including with
respect to the situation in different regions of the world. Participation in discussions at
this technical level only aums at generating the best possible advice for the
Comimission and other participating policy actors. & clear commitment would also be
expected from participating financial institutions to actively help work out proposals
related to topics 1n their field of expertise.

For many topics to be developed by the technical group the availability of the widest

ranging expertise of actively involved financial institutions could be expected to lead
to the best possible advice. Howewer, an option could be for the policy group to define
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whether certain topics it proposes for development by the technical group, and that are
not of an exclusively technical nature, merit discussion by a subgroup constituted of
EC, EIE, and Eurepean financial instituti ons.

Legal Status of the Platform Structure

LA number of options could be considered for the legal status of the Platform or
elements of the Platform. Firstly, 1n thiz context 1t 15 essential to refer to the
consensus of the GoE that the Platform should provide guidance but not tale legally
binding decisions. Secondly it should be considered how to organise practically, the
regular exchange at technical and policy level and in wader consultation with other
staleholders. These imply that the Platform should be an advisory body which is
flexible in its configurati on.

several options should be dizscounted. If the proposed policy Group was established as
a Council Working Group, this would make it difficult, if not impossible for a
coherent Platform to be established with regular contact between the policy and
technical group and wider fonmats. It would be also very difficult to imagine setting
up a wotkable secretariat and organization of the Platform as a whole,

A second option also discounted 1s the 1dea of the policy group as a Comitology
Committes. Tt should be noted that the Platform will in any case work in parallel to,
but not duplicate the already established Comitology committess (like DCT
Committee or EDF Commaittee and their successors under the next WMEE), where IS
are mvited to provide aformal opinion on all Commission programmes, including the
(annual) proposals for additional contributions to the regional blending mechanisms.
The role of a Comitology Committee 15 specifically defined as issuing formal
opinions on proposed implementing measures submitted to it by the Commission as
provided by Eegulation 18272011 of the Parliament and of the Council of 16 February
2011 laying down rules and general principles concerning mechanisms for control by
Llember States of the Commission's exercise of implementing powers. However, 1t 15
clear that this does not fit with the role, compoesition (not only MM3) and tasks of the
Platform which will work with a technical group, produce guidance on a broad range
of 1zsues, coordinate and carry out tasks which are much wider than those of a typical
Comitology Committee.

It these are not appropriate then other options must be considered Most appropriate
appears to be the concept of Commission expert group. This iz defined as a body set
up by the Commission or its departments to provide it with adwice and expertise,
comprising at least & public andfor private-sector members and meeting more than
once. These can be established as a formal expert group set up by a Commission
decision or informal expert group set up by an individual Commission department
Formally expert groups are established to provide adwice and expertise to the
Commission and its departments in relation to the preparation of legislative proposals
and policy initiatives (Commission's right of initiative), the preparation of delegated
acts and the implementation of existing ETU legislation, programmes and policies,
imcluding coordination and cooperation with member countries and stakeholders 1n
that regard. Expert groups are essentially providing high-level input from a wide
range of sources and stakeholders in the form of opinions, recommendations and
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reports. Such expert groups would be registered and infonmation would need to be
published in line with normal rules of expert groups.

As elements of the overall Platform, the policy and technical groups could be
established as formal or informal experts group(s). Cther components of the Platform
such as the wider groupings could ocour in the form of ad hoc meetings or
conferences with no particular legal status  Participation in the Platform could be
pethaps formalised 1n writing, setting out the rights and obligations of interested
patticipants.

Such an approach not requiring a new legal structure for the Platform would have the
big advantage of being relatively quick to establish, allowing the new Flatform to be
start working much more quickly than something requinng formal legislative
decisions.

Participation of Wider Stakeholders

The GoE has also discussed the desire for a light administrative structure ws broad
coverage and inclusive parbcipation beyond financial institutions to include pnvate

sector representatives, civil society and beneficiary countries. On the one hand, it iz
evident that the membership of the Platform should be defined in a way to make it
manageable and operational whilst on the other hand, there 15 broad agreement to
include the interests and expertise of wider stakeholders and to engage them as
appropriate in wider consultation mechanisms of the Platform. These ideas have been
balanced by proposing a structure that could inwvelve wider stakeholders as most
appropriate in a flexible manner.
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Annex 3: Use of specific term s in the Draft Conclusions Paper

"Wincrrcical instrument' should be understood in the context of what 15 defined under
this concept within the new Financial Fegulation for the EU Budget {article 130(13).

innovative financial instrument' should be understood as fully falling under the
same defimtion for financial instruments under the new Financial Eegulation, but
referring to a subset of such financial mstruments that have not been used
(extensively) so far in the field of external action, for instance, guarantee or first-loss-

piece (being atype of equity)

Yregional) blending mechanisms' ar (regional) blending facilities " refers to the EC
mechanisms set up with respect to the area of blending: ATTF — Africa Infrastructure
Trust Fund, NIF — MNeighbourhood Investment Facility, WEIF — Western Balkans
Investment Framework, LATF — Latn America Investment Faolity, IFCA —
Investment Facility for Central Asia, ATF — Asia Investment Facility, IFF —
Investment Facility for the Pacific, CIF — Caribbean Investment Facility, Annex 4

provides an overview of key aspects of the main models of these mechanisms, based
on the ATTF, MIF and WEIF.

'Blending activities ' refers more broadly to a range of activities related to the area of
blending. It 15 largely related to the different forms of blending as descnibed in the
final report of the 2009 "Worlung Group on the additionality of grants in the
framework of blending mechanisms"

This report identified the following main forms of blending:

— Direct investment gramis: This instrument provides direct finance for specific
components of a project. They are the straightforward approach for assistance
targeted at meeting redistributive objectives (pro-poot pro-growth devel opment)
of in cases where a significant cross-border externality of the investment under
consideration justifies grant coverage of part of the costs. For projects which can
derive positive financial returns and do not target these objectives, standard
grants are not appropriate in order not to undermine efforts of eg. collecting
fees.

-Conditionality /perfarmarice based grants (such as Output Based Aid — OBA)
are grants whose disbursement is linked to compliance with ex-ante defined
conditions or service level perfonmance targets. Their use becomes more
pertinent the higher the donor support and are particulatly justified in countries
with weak governance where even marginal impacts could bring rewards in the
overall business environment and where the use of such instruments can be a
mechanism to align interest of the beneficianes with the overal policy
ohjectives pursued Certain investment grants to projects can be put within this
category which highlights the importance of an underlying policy linked to clear
medium-to-long term  objectives for the programme, and the adequate
involvement of the beneficiary parties.

— Interest rate subsidies: The donor support serves to cover part of the interest
payments. The partner country or project promoter thus receives a subsidised
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loan at below market interest rates rather than a separate loan and grant. Interest
rate subsidies — like investment grants - are used to enhance the concessionality
of a financing package, e g. to comply with debt sustainability requirements. If
transaction costs for obtaining a credit are relatively high, doner support could
be used to reduce part of these transaction costs without entering the lending
market itzelf (increase transparency, evaluate collateral, or assist in paperwork).
Cn the other hand, they may present a distortion effect, if access to financial
markets or to un-concessional lending from other EFls 1s warranted for the
project promoter, as they directly reduce private and public sector loans’
competitiveness. Furthermore, interest rate subsidies may lead to uncertainty on
whether the donor support completely reaches the borrower over the life of the
loan {e.g. in case of anticipated or accelerated repayment).

— Loan pguarantess offer the lender recourse in case of default In
underdeveloped markets, capital preservation 15 a crucial factor for investors.
Sharing the nsk (losses) via loan guarantees, might entice lenders to open their
financing for a specific countryfsectorfniche of companies. Losses, hence
payments, materialise only ex-post, when real defaults occur — which probably
means overall a higher gearing ratio in most cases. This assumes particular
relevance in case of portfolic loan guarantees where added diversification
further reduces the cost of risk coverage, thus optimising the budgetary impact.
With a guarantee (provided free of charge or at a relatively low price to the
lender), the interest rate charged to the borrower will be lower than without,
from this perspective the effect of a loan guarantee can be similar to an interest
rate subsidy. It may also help to lower collateral requirements. Loan guarantees
can be combined with grant support to address particular market failures.

— Stuctured finance - firstloss piece: Donor interventions can play a
significant role in structured finance projects. They are essentially needed for
investing into the highest risk tranche of the structure (first-loss piece), thereby
leveraging additonal funding from international and bilateral development
banks az well as the private sector. As for risk or mezzanine capital, the implied
donot support element needs to be determined with care so as to optimise the
participatton of other financing partners and to allow for the crowdingan of
private sector fnancing. In this context, it can be advisable to mantain some
risk sharing with the project promoter even for the first lost tranche to ensure the
required alignment of interest. The assumption should ke that a finance
msttutton investing its own money in the firstdoss piece should aim at
generating a return, while the donor support element should enable such
institution to take an additional risk.

The report of this 2002 Working Group further indicated that, while not being forms
of blending in the narrow sense, two other types of support are used widely in the
context of loan-grant blending mechanisms:

— Technical assistance can be provided during the project preparation as well as
during project implementation. Tt i a convenient way of prowiding cleatrly
targeted donor aid to add value. The assistance can also include the financing of
expetts to improve efficiency of a project andfor to facilitate a know-how
transfer in certain areas. TA for project preparation is less likely than other
forms of LGB to cause addittonality problems or market distortions depending
on the ratio between TA and loan. However, efforts should be made to ensure

16

17424/12 MLG/cd
ANNEX TO ANNEX DGG 1



that the knowledge acqured through this process 1z mantaned and spread also
after the completion of the project In several cases, the possibility to finance
such a project component with donor fund is considered to be a desirable
mncentive for the promoter to accept implementation guidance.

— Risk capital: Thiz use entails equity of quasi-equity investments which usually
carty high risks Compared to typical grants, risk capital investments must
always be made under the assumption that such investment may generate a
return. Risk capital offered {in particular) to SKIEs and infrastructure projects 1s
justified, as due to limited spreading of risks, internati onally unconnected local
markets would require higher nsk premia than more developed markets. Eisk
capital can be offered either pan passu with other investors, where risks and
remunerations are equally shared among inwestors, or on a non part passu basis.
The first approach 1s best suited in situations where there are other market
operators willing to bear the underlying nsk, but only on a limited scale. The
second approach 15 most suitable in situations where market operators are
reluctant to bear a particular type of risk and the donor support element should
be used to carve out part of the risk. In this context, attention should be paid to
prevent that teo favourable conditions crowd out private sector financing,
hamper financial market integration and meore generally bias investment
incentives. Thus, the implied support needs to be chosen with care.
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Annex 4: Comparison of Models of Existing Regional BElending Mechanism s

COMPARISON OF THE EU- AFRICA INFRASTRUCTURE TRUST FUND (ITF), THE
NEIGHBEOURHOOD INVE STMENT FACILITY (INIF) AND THE WESTERN BALKAN
INVE STMENT FRAMEWORK (WERIF)

Scape:

A1l three instruments can support infrastructure projects in the field of energy, transport
and water,

While the ITF's coverage furthermore includes the ICT sector, the NIF and WEBIF include
etwronmental projects (focusang on dimate change mitigation and adaptation). The main
difference lies in the ITF's restriction to regional infrastmichire.

The MNIF and WBIF may also support natona projects, as well as private sector
dewvelopment (manly SMEs) and social projects.

TNpe of support:
ITF, NIF and WEIF may provide grant co-financing in the form of a direct investment

grant, interest rate subsidy, techmca assistance and insurance premia The NIF may dso
provide nsk capital and loan guarantees.

One difference between the ITF and NIF is the de facto usage of direct investment grants
versus interest rate subsidies. The ITF manly provides interest rate subsidies, whereas the
MIF direct investment grants. While both types of support decrease the investment cost for
the beneficiary, subsdies to the interest rate for a specific loan are provided to the
respective finance institution and investment grants covering parts of the project cost are
provided directly to the beneficiary.

The WEIF may furthermore provide incentives to financial intermediaries.

FEligible fincnce institutions & co-financang:

In order to be able to present financing requests, eligihility has to be confirmed In all
instruments candidates are nominated by members of the operational body and confirmed
by decision of the same body. All instruments also encourage finance inshitutions to present
projects as a consortium.

The ITF allows a development finance institution, a bank, a member state agency or a
public body wath international devel opment project expertise to be eigible; wathout any
specific shareholding requirement.

The NIF only allows finance institutions where Member States altogether own the highest
share of the capital.

The WEIF allows {1) the Mational IP4 Coordinator (MIPAC) to subrmt projects or (i)
Multilateral Internationd Financial Institutions (EIB, EBRD, CEB, WEBE Group) and
Bilateral Development Finance Institutions to submit projects 1f the submission 1s
accompar ed by aletter of support of the NIPAC

Funding:
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All instruments are funded by EU and Member States resources. The WEBIF furthermore
includes grant contributions from other bilateral donors (Morway) as well as from the CEB,
the EBRD and the EIB grant resources.

The ITF pools both the EU contributions from the EDF and the Member States in a single
Trust Fund.

Under the NIF Member States contributions are also pooled in a Trust Fund, but
contributions from EU budget are not channelled wia the Trust Fund.

In case of the WIF, fund: for the Southern and Eastern Meighbourhood are separatelsy
earmarked.

Under the WEBIF contributions from the donors are pooled into a Jont Fund, but
contributions from EU budget may or may not be channelled wia the Jont Fund.
Contnbutions from Multilateral International Finanoal Institutions are not channelled wa
the Joint Fund.

Ovearall architeciire:

All instruments follow a threetier stucture conssting of a srategic, operatonal and
technical hody. In the case of the WERBIF the role of the strategic and operational body iz
carried out by one Commuttee,

The strategic body overviews the activities of the individud instrument and its role is to
ensure consistency of the instrument's operations in line wath the underlying objectives. It
may furthermore define certain priorities.

The operational body's main mle is to decide on the approval of projects. It furthermore
ensures appropriate reporting of achivities, wsibility and may amend the underlying rules as
well as decide on new financiers to become eligible.

The technical body is the mandatory channel for project proposals. It serves as a forum for
technical discussion and coordination in wew of improving the matunty of project
proposals and giving its recommendation on the speafic requests to inform the operational
body.

In all instruments a gecretaniat 15 responsible for orgamsing meetings, preparation of related
documents and owerall coordination.

Regarding the composition ofthe bodies, similanties are found on the strategic, operational
and technical lewvel:

Ot the stratesic level, the NIF's Strategic Board is chaired by the Commission, the ITF's
Steering Comtmittee 15 co-chared by the European and AU Commission and the WEBIF's
Steering Comrmittee 15 co-chaired by the Commmssion and on a rotating basis by a
contributor.

In the NIF's Strategic Board the Commission, Member States and other donors participate,
with the partner countries and fnance instituti ons attending as observers.

The ITF': Steerning Committee consists of 29 EU members— 27 Member States plus
Commussion and EIB — and 29 AU members. The WEBIF's Steenng Comrmittes 13
composed of representatives of the Commussion, the partner IFIs the Member States and
the Contributors to the Joint Fund, sach with up to two representatives. Beneficiaries are
patticipating as ohservers.

At the pperationdl lewel both the MIF's Cperational Board and the ITF's Ezecutive
Committee are chaired by the Commission, composed of Commission, Member States as
well as other donors, with the finance institutions also attending Under the WEBIF the
Steening Committee fulfils the role ofthe operati onal body.
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When decisions are made over dllocations of Trust Fund resources, only contributors may
vote.

At the technical lewel, the MNIF's Finance Institutions Group (FIG), the [TF's Project
Financiers' Group (PFG) and the WEBIF's PFG are an informal group of the eligible finance
institutions. However, while the Commmizsion attends and chairs the NIF's FIG and the
WEBIF PFG (as co-share wath [FI) meetings, it 15 not present in the discussions of the ITF's
FFG.

Under the MIF and WEBIF, the Commission is responsble for the Secretaniat, whereas
under the ITF this role 13 assumed by the EIB.

Project identificedion, screening & approved:

Finance institutions are encouraged to coordinate and designate alead finance institution,
in charge of preparation and presentation of the grant request. In all instruments project
proposals are first discussed in the technical body and then submitted to the operational
body. Under ITF and NIF projects are presented by finance inshtutions exclusively,
whereas under the WEIF are presented by the MNational IFA Coordinator (NIPAC) or
finance institutions 1f accompared by aletter of support ofthe NIPAC,

Before submission to the operatona body proposals are rewiewed by the fnance
institutions, the secretariat and the technical body. In addibion to a peer-review assessment
process between finance insttutions, under the NIF and WEBIF requests for investment
support are screened under the lead of the Commizsion in its role as chair / co-chair of the
FIG/PFG.

Grant requests to the ITF, NIF and WBIF are approved by the operational body.

ITF and MIF foresee aprowisional approval (named "clearance in pnncple" at the ITF) and
afina approva.

Both the Operational Board and the Ezecutive Committee seek to take decisions on a
consensua hasis

In the shsence of a consensus, at the ITF a double ma onty decides, at the NIF common
EMFI woting rules apply and at the WEBIF final responsibility for deciding on the allocation
of funds foll ows the management responsibilities of each funding source.

Praject implemeniation aid fallow-up:

The specific project implementation and contractualisation procedures of ITF, NIF and
WEIF may be found in the Annex.

The main difference between the NIFMWEBIF on the one hand and the ITF on the other
hand, 1s the use of standard Commission umplementation procedures established by
individual agreements under the NIFWEBIF and the direct disbursement of approved grant
contributions from the trustee (EIB) to the lead financier in the absence of such indiwidual
agreements under the ITF.

In 4l instruments primary respongbility of follow-up, montoring, evaluation and audit
tasls lies with the lead finance institution and 15 cammied out according to their respective
standard procedures. The WEIF has establiched a system of monitoring through a MIS
under the leadership of the Comtrission.
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Annex 5. Participation of IFIs in existing Regional Blending Mechanisms

Institution

Regional Blending Mechanisms involved in

Role {full memher
allowed to present and
lead projects / ohserver )

EIE — Eurcpean Investment Bank

ATTF, NIF, IFCA, ATF, IFP, CIF, WBIF, LATF

Full member

EBED -European Bank for Eeconstruction
and Development

HIF, IFCA, ATF, WEIF

Full member

CEB - Council of Europe Development Bank

INIF, WEIF

Full member

NIB - Nordic Investment Banlk

NIF, [FCA, ATF, IFP, CTF

Full member

AFD - Agence Frangais de Développement

ATTFE, NIF, IFCA, ATF, IFP, LATF, CIF

Full member

Kifw

ATTF, NIF, IFCA, ATF, IFP, LATF, CIF, WEIF

Full member

AECID - Agencia Espafiola de Cooperacidn
Internacional para el Desarrollo

ATTF', NIF, IFCA, ATF, IFP, LATF , CIF

Full member

SIMEST - Societa Italiana per le Imprese
all'Estero

ATTF, MIF, IFCA, ATF, IFP, LATF, CTF

Full member?

OeEB - Oesterreichische Entwicklungsbank

ATTF, NIF, IFCA, ATF, IFP, LATF, CIF

Full member

COFIDES - Compaifiia Espafiola de
Financiacién del Desarrollo

ATTE"

Full member

SOFID - Sociedade para o Financiamento do
Desenvolvimento

ATTF, MIF, IFCA, ATF, IFP, LATF, CTF

Full member®

FINNFUND - Finmsh Fund for Industrial
Cooperation

ATTF

Full member

! The participation of AECID at AITF isstill to be confirmed.
2 Satisfa fory ex-ante assessment 10 be camied outbefore EC could delegate budget imple rentation tasks

3 idem, footnote 3.

* The participation instead of AECID is cwrrently discussed

3 idem, footnote 3.
g idem, footnote 3
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PID'G - Private Infrastructure Development ATTF Full member’

Group

BIO - Belgian Investment Company for AITF Full m ember”

Developing Countries

LuzDev - Luzembourg Agency for ATTF Full member

Development and Cooperation

ATDB - African Devel opment Bank ATTF Full member

WEB - The World Bank WEIF Associate member

Canbbean Development Bank CIF Full member

IADE - Inter-Amencan Development Bank LATF, CIF Chservers (LATE)
Role CIF to be determined

CABEI - Banco Centroamericano de LATF, CIF Chservers (LATF, CIF)

Integracidn Econdmica

CAF - Development Bank of Latin Amenca LATF, CIF Chservers (LATF, CIE)

QECD - Crgamsaton de Coopération et de

Developpement Economigues

ADPB - Asian Development Bank ATF TFP Chserver

{observers)

NOTE: All the references to the fuvestment Facility for the Pacific (IFP) and the Caribbean Investment Facifity (CTB) are yet to be confirmed,
as their establishment process is still ongoing.

NOTE: The EDFI members, who are already individually represented in some of the facilities, are included in the table. Cther EDFI members
are: CDC, DEG, FMO, PEOPARCO, NORFUND, SEI-BMI, SIFEM, SWEDFUND.

i Idem, footnote 3

zlldem, footnote 3. One project has been approved by the AITF Ex Com, as in the AITF no contracts/ delegation agreements are directly signed with the EC
dem, footnote 3
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ATTF

LATF
FCA
ATF
IFP
CTF
WEIF

Africa Infrastructure Trust Fund
Neighbourthood Investment Facility
Latin America Investment Facility
Investment Facility for Central Asia
Asia Investment Facility

Investment Facility for the Pacific
Caribbean Investment Facility

Western Balkans Investment Framework
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Annex §.

List of Members of Group of Experts and Organisations consulted

Sroup of Experts

EIB

Catherine COLLIN

Alessandro CARANMO

EU Member States — Mational Experts

Belgium

Philippe GERARD

Ariane MEUNIER

Patrick DE BOLUCH
Bulgaria

Etelka TCHERNAKOWA,

Rositsa DIMITROWA,

Czech Republic

Pavlina SOLCOWA,

Roman HOLY

Petra POSTLER OWA

Denmark
Yibeke GRAM MORTENSEN
Sermany
Andreas HARTMANMN
Daniel MIEROW
D, Olaf DEUTSCHBEIM
Karin HOCHHALS
Stephanie EWWERBECK
Estonia
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Kriistina ABEL
Greece
Paraskeyi KYRIAKOPOULOU
Maria DIAMANTOPOULOU
llias ZACHARIADIS
Spain
Rafael MAT OS5
Rodrigo TILWE
Cristina PEREZ GUTIERREZ
France
Mathilde BOUYE
Etienne PETIT
Faténe BENHABYLES-FOETH
Walentine DELCOUSTAL
Laurent GALLISEOT
Jean Marc BELLOT
Italy
Annarita LIFFIELLO
Elisabetta PUGLIESE
Cyprus
Demetrios THEOPHYLAKT OU
Latvia
Reinis TROKSA
Lithuania
Ernestas GRABALIS
Olga SUMILOWA
Luxembourg
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Tim KESSELER

Arsene JACOBY
Hungary

Balint SZIJJARTO
Malta

Kewin WVELLA
Netherdands

Heleen BAKKER

Claudia PIETERSE

Allard POSTMA,

Kim SOLBERG
Austria

Karin RY SAYY

Reinhold GRUBBER
Portugal

Eunice ROCHA,

Manuela FERREIRA
Romania

Luminita BALAN

Anca [ONESCLU
Slovenia

Robert RAMPRE
Slovakia

lveta LUKACOWA
Finland

Anne AF URSIN

Mina KATALA
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Sweden

Line WIKSTROM

Stefan ISAKSS0N

United Kingdom

Steve BULLOCK

Jonas GOLTERMANMN

QOBSERVERS

European Padiament

Bettina DE SOUZA

Alix DELMASNERIE

Candidate Member States — National Experts

Croatia

Miljenko UGARKOYIC

Mike NODILD LAKOS

Mina BOROWALC

Ceonsulted Organisations

European Bank for Reconstruction and Development (EBRD)

Council of Europe Develapment Bank (CEB)

Mordic Investrment Bank (MIE)

African Development Bank (AfDE)

World Bank Group (WBG) and International Finance Corporation (IFC)

Agence Frangaise de Développment (AFD)

Kreditanstalt for YWiederaufbau (KR Bankengruppe

Agencia Espafiola de Cooperacidn Internacional para el Desarrollo (AECID)

Societa ltaliana per le Imprese all'Estero (SIMEST)
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Sociedade para o Financiamento do Desenvolvimento (SOFID)

Desterreichische Entwicklungshank (OeEB)

Compafiia Espafiola de Financiacion del Desarrollo (COFIDES)

Finnish Fund far Industrial Cooperation (FINMFUND)

Private Infrastructure Development Group (FIDG)

Belgian Investment Company for Developing Countries (BIO)

Luxembouryg Agency for Development and Cooperation (LuxDew)

CDC Group ple (CDCY

German Investment and Development Company (DEG)

Metherlands Development Finance Campany (FMO)

French Promotion and Investment Company for Economic Cooperation (PROPARCO)

Industrialisation Fund for Developing Countries (IFLD

Morwegian Investment Fund for Developing Countries (MORFLUNDY

Belgian Corporation far International Investment (SBI-BMI)

Swizs Investment Fund for Emerging Markets (SIFEM)

SWEDFUMND International AB

European Development Finance Institutions (EDFI)

Inter-American Development Bank (IDE)

Banco Centroamericano de Integracidn Econdmica (CABEN

Development Bank of Latin America (CAF)

Asian Development Bank (ADE)

Organigation de Coopération et de Développement Economiques (OECD)
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Annex 7.

. EUROFEAN COMMISSION

._1{,3:';}
o

TERMS OF REFERENCE (REV. SDEC 2011)

GROUP OF EXPERTS ON THE EU PLATFORM For EXTERNAL
COOPERATION AaND DEVELOPMENT

I. THE MANDATE

In the framework of the mid-term review of the EIB external mandate 2007-2013, the
Steering Committee of Wise Persons (SCWP) recommended to study the possthality
to establish an ETT Platform for External Cooperation and Development, based on
optimal blending of resources and mutual reliance between participating finance
institutions. Following the Commission's legislative proposal for a decision on the
EIB external mandate- the Council and the Eurcpean Parliament recently agreed to
study the development of an "ET platform for cooperation and development" with a
view to optimising the functioning of mechanism s for the blending of grants and loans
in the external regions.

Forthiz purpose, the Commission should create and chair a Group of Experts (GoE 18
of Member States. the Furopean External Action Service. the EIB and the
Commission which would assess the costs and benefits of such a platform. In its
reflections_the group should consult other relevant actors, including European
multilateral and bilateral finance institutions.

Such a plattorm would continue to promote synergies, mutual reliance arrangements,
based on the comparative advantage of the different institutions, while respecting the
role and prerogatives of the Commission and of the ETR in implementing respectively
the BT budget and ETR loans Based on the findings of the gsroup of experts, the
Commission should report to the European Parliament and the Council by mi1d-2012
and if appropriate make a proposal for the platform.

0. THE CONTEXT

The Commission established over the last years a number of financial blending
mechanisms under IPA, ENPI, DI and EDF for combining EU grants with loans
from the EIB and other European multilateral and bilateral financial institutions {such
as, for example EBRD, he World Bank, CER, NIB, AFD, EffiWf, OeER, AECID,

B COM(201M174. Proposal for a decision of the Ewropean Parliament and of the C ouneil granting an
EU guararntee to the Ewropean Investment Bank against losses under loans and guarartees for
projects outside the European Union.

¥ To be estabilished in line with the Framew ork for C ommission Expert Groups (C(2010) 7649 final
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SIMEST, SOFIDY. These mechanisms are in general specialized by region, and
include, inizr alia:

o MNIF (Meighbourhood region),

s WEIF (Western Balkans),

o TATF (Latin America),

s JFCA (Central &sia),

o  ETT-Africa Infrastructure Trust Fund (TTF, Sub-Saharan Africa),
*  Suppott to FERIP (Mediterranean region)

o GEEREF (worldwide).

o  ATF (Asia, adoption process advancing)

o Canbbean / Facific (foreseen for end 2011)

The concept to create an ET Platform for External Cooperation and Development 15
coherent with the overall policy frameworl laid down in the European consensus on
devel opment adopted 1n 2005, which stresses the need to improve aid co-ordination.
In this context, the ET 13 committed to increase itz external aid effectiveness, in line
with the Paris Declaration on Aid Effectiveness (20030 and the Acera Agenda for
Action (2008) and the outcome document from the Fourth High Level Forum on &id
Effectiveness 1n Busan, beanng in mind that blending instruments shall reman
subordinated to overall ETT development, neighbourhood and enlargement policies
and objectives in the field of external cooperation like poverty alleviation, according
to regional ET prionities. In particular, the establishment of an EU Platform should
also be seen in the context of the debate on the Commission's General Development
Policy Green Paper, launched late 2010, and the resulting Commission
communication 'Increasing the impact of EU Development Policy: an Agenda for
Change' published in October 2011

In addition, new and pressing existing challenges are to be addressed by the ET in the
context of itz external relations, notably the [nancing of socie-economic
devel opment, the achievement of the MDD Gz, private sector support, climate change,
neighbourhood policites as well as accession prionities. In connection with
devel opment policy, these stem from the Treaty on the Functioning of the European
Tnion which sets the reduction and the eradication of poverty as the primary objective
of the Thion’s development cooperation policy. In relation to climate change policy
the UM climate change conference 1n Copenhagen (2009, has underlined the need to
find solutionz to finance the fight against climate change in developing countries.
Article 21 paragraph 2 (d) of the Treaty also stresses the need to "foster the
sustainable economic, soctal and environmental development of developing countries,
with the primary aim of eradicating poverty'. In connection with the European
Heighbourhood Folicy, article 8 of the Treaty on European Tnion specifies that * The
Union shall develap a special relationship with neighbouring couniriss, aiming io
esiablish an area of progperity and good neighbourliness, founded on the values af
the Ukian and characierised by close and peaceful relations based on cooperation”
Thizs includes addressing worldwide existing challenges such as e g energy savings,
the promotion of renewable energy or combating climate change.
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The recent Commission Communication on the next Multianoual Financial
Framework 2014 — 2020'7 underlined a number of principles underpinning the ET
budget including to leverage investment through innovative financial instruments.

. OBIECTIVES OF THE GOF,

The GoE would adwize the Commission in prepanng proposals for the possible
establishment of the "ET Flatform for External Cooperation and Dewvelopment",
starting with the definition of the concept, scope and objectives for such a platform.

Key success criteria to be taken into account for the design of the Platform include
the following: -

s  Contribution to, and coherence with, EU policies and policy objectives

o Improving effectiveness, efficiency and coordination of financing ET
development and external cooperation actions related to blending or other
innovative financial instruments, considering the role and comparative
advantage of participating Institutions

& Leverage of EU grant funds with financing from financial institutions and
other public/private sources of finance.

# The reduction of transaction costs and administrative burden for partner
counitties, EUT and Member States.

In thiz context, the GoE should consider, inter alia, the SCWE repor‘t18
recommendations and the recommendations of the Mid Term Evaluation of the ACP
Investment Facility/EIB Own Resources activity in ACPs.

The report to be prepared by the GoE should analyse avalable options and should
express recommendations on the composition and scope of the Platform. More
specifically, the GoE should address the following points:

® The potential benefits and costs (value added) of establishing such a Platform
o Tdentification of the stakeholders and their possible role within the Flatform.

* Definition of the geographical, sectoral and policy scope of the Platform and its
contribution to a differentiated approach to development partnerships. For
instance, the GoE should study how to ensure wvia the Platform sufficient
flexibility in diverse situations such as support to traditional inwestment
infrastructure, worling with private sector in development, or addressing global
challenges such as climate change and economic crisis. At the same time,
blending of EXT grants and resources from EFIs should focus on countries / sectors
where it 13 most adequate on wvalue added activities, on increased impact of
development operations and less administrative costs for the actors involved. This
would enable increased financing oppottunities for specific sectors or countries
that would otherwise not have been possible.

Wog, Budget for 2020", COM20113500 final of 2862011
1 Repott and recomm endations of the Steering C ommittes of “Wise Persons™ in the context of the
Mid Term Rewview of the EIB external mandate, Feb 2010
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Timin
The work of the Wortling Group of GoE will be completed once a final report has
been agreed.

The GoE should finalise a report by spring 2012 so as to allow the Commission to
report back to the Council and EP by mid-2012.

[Please note that whai follows refers to the Objeciives af the EU Plgiform itself and
therefore the Chair preposes that this will ne longer be part of the ToR of the GoE
but will be included as part of the separate Objectives paper that will he provided to
and discussed with, the GoFj.

In order to optimise the functioning of blending mechanisms around an ET Platform
for External Cooperation and Development, the GoE report should address how to
make the Platform effective 1n addressing the following, non-exhaustive, list of
possible issues:

Uiz of blending instrumeants to suppaort U palicies and objactives:

o Identify possible extensions of scope and the use of blending, in line with
outcomes of the General Development Policy Green Paper debate and in
line with the recommendations of the December 2009 report on Blending
Ifechanisms (e.g. guarantee, risk capital and revolving funds, PFP, private
sector financing, etc). The objective would be to further support EU
polictes and objectives in the field of external cooperation and ETT
accession and increase the impact on growth, investment and jobs in
beneficiary countries. At the same time a proliferation of blending
facilittes should be avoided, and the added wvalue of facilities shall be
assessed using common critena to the extent possible, talung into
consideration differences between regions, sectors and nature of the used
instruments.

o Based on the experience with blending mechanisms, notably the existing
Commission facilites, further aptimize/improve procedures  and
mechanisms (in line with the Pans Declaration on Aid Effectiveness
(20050) and the Accra Agenda for Action (2008) and the outcome
document from the Fourth High Lewel Forum on Ai1d Effectiveness in
Busan). This should also help enhancing European wvisibility, impact and
the effectiveness of European cooperation.

o Identify ways to ensure the qualitative and quantitative additionality, non-
financial leverage, and benefits of the grant element of funding to blending
operations, in line with the principles on additionality of grants defined by
the expert working group in Dec. 2009,

o Take into account regional, local and sector differences and specificities as
well as set policy objectives such as supporting regional integration.,

o Ezplore possibilities for blending mechanisms to also leverage investment
in “hard to reach’ areas and sectors such as social sectors to address market
failures, and to ensure wider benefits for populations.

o Consider how to incorporate a comprehensive results framework for
measuring and communicating development impacts.
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Improve consistency and impact of instruments addressing global
challenges, like the economic crisis, climate change and energy
efficiency/renewables.

Improve further consistency and impact of facilities and instruments with
regard to development and external co-operation objectives of the EU as
well as geographical policy aspects (1.e. European Neighbourhood Policy,
Enlargement). This should also take into consideration the differentiated
approach to development partnership as laid down in the recent European
Commission communication on increasing the impact of EU Development
Policy. This includes the development of a frameweork for measunng
against the ex ants determined objectives of blending operations and a
more standardised reporting mechanism, incl. ex post evaluations.

Clarify criteria and regulations of ODA-eligibility of financial blending
inztruments

Tdentify how to further enhance ownership by beneficiaries and partner
countries.

Contribute to ensuring the sustainability of supported investments with the
view to gradually reduce grants needs 1n the long-term {exit strategy).

Improve coordination and harmonization of donor activities and ensure
additionality of blending with other sources.

Tdentify ways to favour more systematc and enhanced pooling of
resources and delegation of tasks.

ECIRT rooperation and IR cooperation

0

Tdentify ways to improve/deepen mutual reliance agreements to ensure
harm onised and efficient procedures for beneficianies while endeavounng
to promote ETT best practices and standards.

Tdentify ways to improve “ex-ante”, policy alignment of IFT s operations
(project pipeline level).

Foster synergies between finance institutions, e.g with regard to
coordination in the field or with regard to managing pipeline of projects.

The above elements should help enhance and ophmize lending and operational
capacities of finance institutions.
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