annex ii to financing agreement n° ACP/FED/2011/021-819
technical and administrative provisions

	Beneficiary country / region
	Caribbean ACP countries

	Requesting Authority 
	Secretariat of the African, Caribbean and Pacific Group of States (ACP Group) 

	Budget heading
	10th EDF Intra-ACP envelope  (A envelope) 

	Title 
	Initial contribution to the Caribbean Investment Facility (CIF)

	Total cost
	EC contribution of EUR 40 million

	Aid Method/

management mode
	Project approach – Centralised management (direct and
indirect), joint management, and partially decentralised

management.

	DAC-code
	· 41010

· 23010

· 21010
· 32130

· 16050
	Sector
	· Environmental policy and administrative management;

· Energy policy and administrative management;

· Transport policy and administrative management;

· SME development;

· Multisector aid for basic social services
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1. Description
The present follows the findings of the formulation-phase work for the setting-up of a Caribbean Investment Facility (CIF) as proposed in the 10th European Development Fund (EDF) Strategy Paper for Intra-ACP co-operation. The programming exercise has determined an initial EU allocation for this action amounting to EUR 40,000,000, which has been agreed upon with the ACP Secretariat. 

The purpose of this Facility is to contribute to development for strengthening regional integration and access to basic social services through improvements of physical infrastructure and related services, thereby supporting several EU cross-cutting themes and Millennium Development Goals (MDGs). The grant allocation is expected to leverage additional resources, in the framework of CIF, in the form of loans from eligible Finance Institutions and possibly private capital to help cover the region's deficits.

By providing such an enabling environment, and based on the lessons learnt from the first years of operation of the EU-Africa Infrastructure Trust Fund (ITF), as well as of the Neighbourhood Investment Facility (NIF), the Latin America Investment Facility (LAIF) and more recently the Investment Facility for Central Asia (IFCA), the action will also contribute to several points stipulated in the Paris Declaration on Aid Effectiveness, including harmonisation, alignment and mutual accountability. The region has been engaged in the planning of this action and will be associated to its operation.

The CIF will be part of the discussions on the innovative blending mechanisms under the "EU Platform for External Cooperation and Development", should the latter be established following the works of the Commission Experts Group. 
An initial logical framework is attached. It may be updated or adapted without an amendment to the financing agreement as long as these modifications do not change the objectives of the project.
1.1. Objectives 
The overall objective of this Facility is to contribute to economic development growth, integration at regional level and poverty reduction through the mobilisation of resources for regional interconnectivity infrastructure projects. 

The purpose of the Facility is to increase financing by leveraging funding for infrastructure projects in the Caribbean through the provision of initial financial resources to the EU-CIF. 

The CIF's main purpose is to promote additional investments and to develop the region's infrastructure and private sector in the Caribbean countries. 

The leverage effect of the CIF is expected to generate a multiplying factor of four to five times the amount of financial non-refundable contributions provided. The input of the Finance Institutions will increase the resources to be directed towards the Caribbean beneficiary countries.

Operations financed by the eligible Finance Institutions in consortia, pooling their loan resources with CIF support will also allow an increase in risk and credit ceilings to the benefit of the Caribbean countries and promote the financing of categories of investments which at present are not met either by the market or by the development Finance Institutions separately. 

More concretely, the instrument will help meet the following development challenges:

Stimulating sustainable economic growth: generating domestic investments and attracting foreign direct investment depends largely on reliable infrastructure and the services it delivers. This calls for a stable, secure and well governed economic environment. It is generally acknowledged that increases in the infrastructure stock have important multiplier effects in the economy. As such and in a bid to accelerate Caribbean development, the Facility aims at contributing to the achievement of the 7% growth rates necessary to reach the MDGs. 

Promoting competitive trade: the Caribbean region needs an efficient transport and communications system to get its goods to national, regional and international markets. Moving goods in the Caribbean is difficult and sometimes more costly than in other developing regions. Improvements in policy and regulatory reform in trade, transport and ICT, capacity building and physical infrastructure have the potential to significantly reduce transport costs and increase the competitiveness of Caribbean economies.

Fostering regional integration: the Caribbean region needs to expand its trade. This demands a commitment to integration within coherent regional trade agreements and harmonisation of infrastructure policies and regulatory frameworks. Good communication and use of e-technologies can accelerate the process.

Contributing effectively to the MDGs: The primary and overarching objective of EU development policy is the eradication of poverty in the context of sustainable development, in line with the international agenda and with particular attention to the MDGs. The promotion of human rights and good governance are also recognised as other important objectives. The EU pays particular attention to the promotion of good governance in the tax, financial and judicial area, as a means of contributing to sustainable financial and tax systems in a globalised economy.

Climate Change Windows (CCWs): Addressing climate change issues, both mitigation and adaptation, will require a considerable amount of funds. According to the EU Communication of November 2009 "Stepping-up climate finance", financial needs for developing countries amount per year $ 30 billion up to 2012 and will reach $ 100 billion in 2020. This means for Europe to find some additional $ 10 billion per year. For the EU to meet its commitments, specific CCWs have been created within the EU regional blending mechanisms. These "windows" indicate the financing and enable tracking of all climate change related projects funded by the EU, the European Investment Bank (EIB) and other European Finance Institutions through these facilities and their main purpose is to promote additional investments in projects which have climate change as their principal objective. According to the Organisation for Economic Co-operation and Development's Development Assistance Committee (OECD-DAC) categories, these projects should be earmarked as Rio Markers. They can target either mitigation or adaptation or both of them and should contribute to the objective of stabilisation of greenhouse gas (GHG) concentrations in the atmosphere. Operations could address all relevant fields in line with the ones of the facilities. 

The CIF will therefore also include a CCW to support the implementation of projects helping partner countries to tackle climate change through mitigation and/or adaptation measures. The CIF CCW will be managed in a streamlined way and will have in general the same rules and the same financing and implementation modalities as the CIF. Depending on the pipeline of operations, it may be endowed in the future by additional financing. 
1.2. Expected results 
The expected results of the CIF would be increased investment contributing to:

(1) Better road, air and maritime transport infrastructure, notably:

· Better (cleaner, faster, cheaper and safer) transport infrastructure and services within beneficiary countries and between them, providing better modal balance and promoting social cohesion;

· Cleaner, faster and cheaper movement of people and goods between and within the Caribbean countries particularly on the sub-regional level.
(2) Improved energy infrastructure, notably:

· Improved energy transit/trade/interconnections between and within beneficiary countries, aiming to enhance energy security at national and regional level;
· Improved safety and security of energy infrastructure;

· Improved energy efficiency and energy savings;

· Increased production and use of renewable energy.

(3) Improved access to information and communication technologies infrastructure and improved level of service at reduced costs.
(4) Improved water and sanitation infrastructure including:

· Improved access to basic sanitation services;
· improved sustainable management of water resources.
(5) Improved infrastructure linked to the prevention or mitigation of disasters and/or natural phenomena, through e.g. the improvement of building codes etc.
(6) Improved social services infrastructure, notably:

· Better access to health care and improved health services installations in urban and rural areas; 

· Better education facilities, increased access to education in urban and rural areas; 

· Improved vocational training facilities.
The Facility's scope of operations could be expanded to cover the activities hereunder, subject to additional financing becoming available and covering the expanded scope:

(7) Increased protection of the environment, notably: 

· Conservation of biodiversity, including the related monitoring infrastructure when needed;

· Introduction of integrated water management, including necessary related infrastructure;

· Reduction of air, soil and water pollution including monitoring infrastructure when needed;

· Promotion of low-carbon and cleaner production, including promotion of innovative and environmental friendly technologies;

· Promotion of climate change adaptation technologies, including necessary related infrastructure;

· Promotion of integrated waste management (household, municipal and industrial) including necessary related infrastructures;
· Increased protection of the environment, notably conservation of biodiversity, including the related monitoring, infrastructure when needed, introduction of integrated water management, including necessary related infrastructure, reduction of air, soil and water pollution including monitoring infrastructure when needed;

· Promotion of low-carbon and cleaner production, including promotion of innovative and environmental friendly technologies, resource efficient solutions, and sustainable consumption and production;

· Promotion of climate change adaptation technologies, including necessary related infrastructure; 
· Promotion of integrated waste management (household, municipal and industrial) including necessary related infrastructures.
(8) Creation and growth of Small and Medium-sized Enterprises (SMEs) and improvement of the employment situations:

· Better access to financing for SMEs (availability of a larger range of financial products than what is currently available) at the different stages of enterprise creation, restructuring, modernisation etc.;

· Creation of technological poles, enterprise incubators etc.

In this framework, the indicators to be developed in monitoring activities will notably include: 

· Amount of additional funding mobilised;

· Amount of loans granted by multilateral and national Development Finance Institutions; 

· Progress in the development in the Caribbean countries of key energy infrastructure with positive implications for enhancing energy security at national and regional level;

· Level of development of transport axes;

· Number of projects addressing climate change impacts and adaptation needs;

· Reduced level of air pollution and traffic congestion, particularly in large cities;

· Reduced level of water pollution in freshwater basins and marine habitats;

· Improvement of employment ratios;

· Impact of the CIF operations in the Social Sector. 

The following types of operations to be financed under the CIF are currently envisaged:

· Investment co-financing, blended with other grants and loans, in infrastructure projects;

· Loan guarantee cost financing;

· Interest rate subsidy;

· Technical assistance (financed as part of a specific investment operation or as a global envelope made available to eligible financial institutions);

· Risk capital operations (financed as part of a specific investment operation or as an envelope made available to eligible financial institutions);
· Other relevant instruments approved by the CIF Board.
The sectors of intervention of the Facility broadly include, at present:
· Energy;

· Transport (road, air and maritime);

· Information Technology (including telecommunications infrastructure where projects financed provide access to a service of general economic interest);

· Water;

· Disaster (when prevention planning is tied with infrastructure investments);

· Social infrastructure, and subject to additional financing becoming available; 
· Environmental protection and climate change, and

· Private sector growth including SMEs.

1.2.1
Project development processes

Projects may be implemented by public or private entities or entities with mixed public-private capital and may be presented by the eligible Finance Institutions, which include multilateral European Finance Institutions, development Finance Institutions or public national institutions from EU Member States, as well as regional development Finance Institutions to which the Commission can delegate budget implementation tasks, such as the Caribbean Development Bank (CDB) and the Inter-American Development Bank (IDB) as decided on a case by case basis.

Project financing may include leveraging grant resources with loans from the eligible Finance Institutions. 

The activities will aim to crowd-in lending donors and private capital in the infrastructure sector, which is by its nature loan-intensive. They are not meant to replace financing stemming from the private sector, but rather to catalyse and enhance it. 

Project proposals presented for financing under the CIF will need to be supported by the regional and/or national organisations identified as the beneficiaries.

1.3. Activities and implementation timetable
Specific activities will be decided for support in the framework of the CIF once it is launched, within the operational period of the programme and according to the governance rules of the Facility.
2. Location and duration

2.1. Location
The CIF will support projects and programmes, which benefit at least one Caribbean ACP country. Programmes or projects which are physically carried out outside the Caribbean ACP countries but which bear demonstrable benefits to at least one Caribbean ACP country can be considered eligible for support. 

2.2. Duration
The operational period will have a duration of 180 months and will commence at the date of the signature of the overarching Financing Agreement with the ACP Secretariat. 
3. Implementation 
3.1 Organisational set-up and responsibilities


The present agreement constitutes the overarching Financing Agreement signed with the ACP Secretariat. The latter may delegate responsibility of Regional Authorising Officer to CARIFORUM.   
The management modes used in the framework of CIF will be the following:
(1) Categories of operations in relation with management modes

· For investment co-financing, partially decentralised management ;

· For technical assistance, partially decentralised management when the Beneficiary country is the contracting authority and joint management/indirect centralised management when the Finance Institution is the contracting authority on behalf of the Beneficiary country (depending on the type of the lead Finance Institution)

· For risk capital operations, loan guarantee cost financing and interest rate subsidy, joint management / indirect centralised management (depending on the type of the lead Finance Institution).

In case of any risk capital operation being made by the Commission's delegate on behalf of the Commission and within the execution of the programme, this operation shall be subject to an adequate reporting by the delegate.

(a) Direct Centralised Management in accordance with Article 25 of Regulation (EC) No 215/2008 on the financial regulation applicable to the 10th EDF.
This applies to:

· Technical assistance studies relating to the definition, examination and diagnosis of the CIF fields of intervention, strategy, needs from partner countries etc.;

· Audit, evaluation and administrative costs related to the CIF management.

(b) Indirect Centralised Management in accordance with Article 26 of Regulation (EC) No 215/2008 on the financial regulation applicable to the 10th EDF.
AFD, KfW and Agencia Española de Cooperación Internacional para el Desarrollo (AECID) are concerned by this management mode, having successfully completed the institutional assessment allowing delegating them budget implementation tasks of the Commission in the indirect centralised management mode. Società Italiana per le Imprese all'Estero (SIMEST) will also be eligible subject to the positive conclusion of its ongoing institutional assessment. 

Before any other financing institution is entrusted with delegated tasks a satisfactory ex-ante assessment has to be carried out to obtain evidence of the fulfilment of the criteria mentioned under Article 26 of Regulation (EC) No 215/2008 and request the modification of the initial financing decision.

(c) Joint Management through the signature of an agreement with an international organisation in accordance with Article 29 of the Regulation (EC) No 215/2008 on the financial regulation applicable to the 10th EDF.
The EIB, the Nordic Investment Bank (NIB), the CDB and the IDB are currently concerned by this management mode. These international organisations comply with the criteria provided for in the applicable Financial Regulation.

The EIB and the NIB are currently subject to an external review in relation to Article 29 of the Regulation (EC) No 215/2008 on the financial regulation applicable to the 10th EDF. In anticipation of the results of this review related to the EIB, the authorising officer deems that, based on the long-standing and problem free cooperation, joint management mode can be proposed and Standard Contribution Agreement for International Organisation can be signed.
The NIB will also be eligible subject to the positive conclusion of its on-going compliance assessment.

Any other international organisation will have to be assessed (if not already assessed) in order to ensure that it applies accounting, audit, internal control and procurement procedures which offer guarantees equivalent to internationally accepted standards and request the modification of the initial financing decision.

(d) Partially Decentralised Management in accordance with Articles 21 to 24 of the Financial Regulation of the 10th EDF.

The Commission controls ex ante the contracting procedures for procurement contracts exceeding EUR 50,000 and ex post for procurement contracts below or equal to EUR 50,000. The Commission (or the delegated Finance Institution) controls ex ante the contracting procedures for all grant contracts.

Payments are executed by the Commission except in cases where programmes estimates are applied, under which payments are executed by the beneficiary country for operating costs and contracts up to the ceilings indicated in the table below.

The Authorising Officer ensures that, by using the model of financing agreement for decentralised management, the segregation of duties between the authorising officer and the accounting officer or of the equivalent functions within the delegated entity will be effective, so that the decentralisation of the payments can be carried out for contracts up to the ceilings specified below.

	Works
	Supplies
	Services
	Grants

	< 300,000 EUR
	< 150,000 EUR
	< 200,000 EUR
	≤ 100,000 EUR


In line with Article 22(1) of the Financial Regulation of the 10th EDF, the Commission may delegate to an eligible Finance Institution the controls of the procurement procedures and of the payments, which will be carried out following the procedures of the eligible Finance Institution for this kind of controls.
(2) Forms of operations

CIF operations supporting an eligible Finance Institution will take the form of a contribution or delegation agreement with this Finance Institution.

All operations supporting directly an operation in a partner country or an institution of a partner country will take the form of an agreement between the Commission and the concerned national authority appropriately empowered by the delegated Regional Authorising Officer.

All other operations relating to studies, audit, evaluation and administrative support will take the form of direct contracts between the Commission and the service provider/supplier.
(3) The CIF Board

To ensure overall coherence of the CIF’s operations, the European Commission will be assisted by a board (‘CIF Board’). The Commission will preside over the CIF Board, which will be composed of representatives of the European Commission, the EEAS, EU Member States and other donors. The Board will assist the European Commission with setting the overall strategy and taking operational decisions. The Board will be served by a Secretariat managed by the European Commission.

Strategy meetings of the board

The CIF Board will meet, typically once or twice yearly, to discuss strategic issues and define the overall orientations and priorities of the CIF. Each partner country and regional authorities, e.g. CARIFORUM, will also participate as members, and each eligible Finance Institution will be able to attend these meetings as observers. At these meetings the Members will define the strategy and sectoral priorities for the Facility.

The Members will also verify the Facility's consistency and compatibility with the EDF, the Intra-ACP Strategy, the EU regional co-operation, Action Plans, the strategy papers and the national and regional indicative programmes in force for the cooperation between the EU and the Caribbean Countries.

It will also study and exchange information on the needs and situation in the various priority intervention sectors in the partner countries and examine the Facility's effectiveness and results based on the annual activity reports. 

Operational meetings of the Board

The CIF Board will meet three to four times yearly, and if necessary, more frequently, to deal with operational issues. Observers from each eligible Finance Institution will be able attend these meetings.

The Board will examine the operational pipelines on the basis of projects presented by eligible Finance Institutions.

It will assist the European Commission to select individual operations presented by lead partners of Finance Institutions and to decide the type, composition and amount of CIF contributions to each operation.

It will examine studies, monitoring and/or evaluation reports. It will adopt the annual accounts and financial reports to be approved by the European Commission.

It will issue any recommendations as to the operational follow-up.

Mode of decisions of the board on CIF operations financed by the EU contribution

The CIF Board will normally operate through consensus. In the exceptional case that a vote would need to be taken, the donors’ representatives to the Board will follow the EDF Committee rules on voting, whereas the European Commission will have the right of veto.
(4) The Finance Institutions Group (FIG)

The FIG is an informal technical group chaired by the European Commission, which will also act as Secretariat. It is composed of all eligible Finance Institutions, as well as CABEI which can participate as observer.

The FIG will be convened in Brussels by the European Commission when needed and in any case before each Board meeting to prepare its deliberations.

The FIG prepares and gives a technical advice on the pipeline of operations which is established on the basis of the different lists of operations submitted by the Finance Institutions for an eventual financing from the Facility. The pipeline is presented to the Board for approval at least once a year.

Each individual operation included in the approved pipeline and ready to be presented to the Board by the lead corresponding Finance Institution, will be studied in detail by the FIG in order to deliver a technical advice to the Board.

When appropriate the FIG, on its own initiative or upon request of the Board, may give technical advice on any other matter related to the management or implementation of the Facility.

In order to ensure full transparency and avoid potential conflicts of interest, all requests of support from CIF resources submitted to the FIG by eligible Finance Institutions will be sent to Board members by the European Commission’s Secretariat before each Board meeting.

(5) Procurement and grant award procedures 

Participation in the award of contracts for the present action shall be open to all natural and legal persons covered by the Financial Regulation of the 10th EDF. Further extensions of this participation to other natural or legal persons by the concerned authorising officer shall be subject to the conditions provided for in article 20 of Annex IV of the Cotonou Agreement.

Under joint management, all contracts implementing the actions are awarded and implemented in accordance with the procedures and standard documents laid down and published by the relevant International Organisations (e.g. EIB, CDB and IDB).

Under indirect centralised management, all contracts implementing the actions are awarded and implemented in accordance with the procedures and standard documents laid down and published by the relevant Financing Institution (e.g. AFD, KfW, AECID and SIMEST subject to the positive finalisation of its compliance assessment).
In case of projects implemented in centralised management, all contracts implementing the action must be awarded and implemented in accordance with the procedures and standard documents laid down and published by the European Commission for the implementation of external operations, in force at the time of the launch of the procedure in question.
In the case of partially decentralised management, the European Commission will agree on a case-by-case basis with the other donors on the procurement rules to be used in accordance with Articles 21 to 24 of the Financial Regulation of the 10th EDF and agrees that the procurement rules: 

(a) 
of institutions having successfully completed the institutional assessment as per Art. 26 of the 10th EDF Financial Regulation (e.g. AFD, KfW, AECID and SIMEST subject to the positive finalisation of its compliance assessment);

(b) 
of the World Bank;

(c) 
of the EIB, the CDB, the IDB (and the NIB subject to the positive finalisation of its compliance assessment), 

can be applicable as they have been assessed ex-ante by the European Commission in order to ensure that these comply with international standards and thus are close to those applied by the European Commission.
3.2. Delegation of residual tasks
 by the Commission
The Commission may delegate residual tasks (e.g.: ex-ante control of the contractual procedures and/or the execution of the payments) to the lead Finance Institution for a relevant project on a case by case basis. 

In due consideration of the principle of ownership, the European Commission reserves its right to change the delegated body indicated above or the scope of the delegation, without this necessarily requiring an amendment to the financing agreement. In that case, it shall consult the Beneficiary on this change and notify to it the name of the new delegated body and/or the scope of the task(s) delegated to it.

3.3 Reporting

An annual report on the implementation of the Facility will be presented to the EDF Committee. 

3.4 Budget
The total project cost is estimated at EUR 40,000,000 which shall be financed from the 10th Intra ACP envelope, AAP 2011, in the framework of the revised ACP-EU Partnership Agreement.

	Activities
	EU contribution in euro

	
	40,000,000

	Support to eligible projects
	39,600,000

	Communication/

Visibility
	100,000

	Monitoring, External Evaluation and Audit


	300,000

	TOTAL
	40,000,000


The resources for the intervention have been decided upon in co-ordination with the ACP Secretariat in programming of the 10th EDF Intra-ACP envelope. Out of the EUR 40,000,000 an estimated amount of EUR 300,000 will be devoted to audit and evaluation and an estimated amount of EUR 100,000 to visibility activities.

The Commission may engage in discussions with EU Member States to attract additional contributions to be used in accordance with Articles 9 and 16 of the Regulation on implementation of the 10th EDF.

4. MONITORING AND EVALUATION 

4.1 Monitoring
Technical and financial monitoring of the project and of individual sub-projects will be a continuous process as part of the Board's responsibilities. Notwithstanding a regular financial and operational reporting, as stipulated by relevant agreements signed with the Commission, at close of operations, the lead Finance Institution shall discharge the Commission that the grants have been utilised in accordance with all legal and procedural stipulations under which these were authorised.

Monitoring will also be ensured through collaboration between the Commission and the lead financiers. 

An annual report on the implementation of the Facility will be presented to the EDF Committee. 

Performance indicators of each operation will include an estimation of the economic and financial value of investments as well as an indication of the socio-economic and environmental impact achieved through these operations.

The Commission may carry out Results Oriented Monitoring (ROM) via independent consultants, starting from the sixth month of project activities, which will be finalised at the latest 6 months before the end of the operational implementation phase. 
4.2 Evaluation

The Commission will carry out external evaluations via independent consultants, and financed from the resources of the CIF, as follows:

· possibly, a mid-term evaluation mission;

· a final evaluation, at the beginning of the closing phase;

· possibly, an ex-post evaluation.

The Board and the Commission shall analyse the conclusions and recommendations of the mid-term evaluation and jointly decide on the follow-up action to be taken and any adjustments necessary, including, if indicated, the reorientation of the project. The reports of the other evaluation and monitoring missions will be given to the Beneficiary, in order to take into account any recommendations that may result from such missions.

At the level of the individual operations, monitoring, evaluation and audit tasks will be under the responsibility and procedures of the eligible lead Finance Institution and will be organised according to the requirements of each project. Audits will be undertaken externally and in line with international standards. Operations can be the subject of financial control by the European Commission (including by the European Anti-Fraud Office) as well as by the Court of Auditors. 
5. COMMUNICATION AND VISIBILITY

The European Commission and its implementing partners will abide by the visibility rules for EU financing. The implementing partners will ensure that the European Union funding to the activities will be acknowledged publicly whenever appropriate. 
6. Appendices
Appendix 1 – Logical Framework
Appendix 2 – Indicative operational timetable

� The Commission may decide to delegate to a body from a different country (e.g. an agency of an EU Member State) any or all of its residual tasks (ex-ante control of the contractual procedures and/or the execution of the payments). In this case, the tasks entrusted to this body will be implemented under indirect centralised management and shall give rise to the signature of a delegation agreement between the Commission and the delegatee body, in addition to this financing agreement.
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