ANNEX

Action Fiche for NIF

1. Identification

	
	Title
	Community Budget contribution to the NIF 

	
	Total cost
	€ 50 million :
€ 25 million from budget line ENPI South (19.080101) and € 25 million from budget line ENPI East (19.080103)

	
	Aid method / Management mode
	Project approach – centralised direct management and joint 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


Preliminary Remark 

This Action Fiche does not repeat general elements of the 2007 decision (€ 50 M - (C(2007)6280)) already approved on the NIF as they remain valid for 2008. Only new elements and repetitions absolutely necessary for comprehension are presented hereunder. A copy of the said 2007 decision is attached in Annex I. 

2. Rationale 

2.1. Sector context

In order to achieve the objectives of the European Neighbourhood Policy, reduce the social, economic and political barriers between the EU and its neighbours and to extend EU policy initiatives to Neighbour countries, bilateral and regional financial assistance foreseen under the European Neighbourhood and Partnership Instrument will promote essential reforms, capacity building and modernisation measures in the partner countries. Vital capital investments must be made to rehabilitate, modernise or build essential infrastructure needed for safe and efficient transport of goods and people; for an efficient, secure and safe production and transport of energy; for effective environmental protection, in particular to ensure the quality of water, air and soil, and climate change related issues. In addition, capital is also needed for the provision of basic social services such as health and education; and to develop private sector, in particular SMEs.

In this context, the European Commission has established the Neighbourhood Investment Facility (NIF) through the European Neighbourhood and Partnership Instrument. A first EC budget contribution to this facility has been decided, after positive opinion of the ENPI committee, by the Commission on 10/12/2007.  

The NIF focuses on Energy, Environment and Transport investments and provides also support to SMEs development and to Social Sector infrastructures. The NIF operates by providing grants to support loans to partner countries from EIB, EBRD and other eligible European, multilateral and national, development finance institutions. 

2.2. Complementary actions

The NIF provides our Eastern neighbours with financing instruments which are currently unavailable whereas for our Southern neighbours, the NIF is complementary and adds value to the FEMIP-financed operations.

Community financing provided to support FEMIP is principally geared towards private sector development whereas NIF grants towards the South will essentially support public investments in energy, transport and environmental infrastructures. The Commission, Member States and the EIB will ensure complementarity between both instruments and avoid any duplication. 

2.3. Donor coordination

This measure has been prepared in close coordination with EU Member States.

By enabling joint European operations, combining bilateral and community grant funding with eligible Finance Institutions loan operations, the NIF will generate greater coherence and better coordination between the donors, in line with the Paris Declaration principles and in compliance with the new EC Financial Regulation. The NIF will finance larger operations, better support partners in carrying out necessary reforms and investments, and bring greater visibility for the European dimension of external cooperation. 

3. Description

3.1. Objectives

The NIF's main purpose is to promote investments and key infrastructures in transport, energy, environment, with a particular focus on climate change mitigation and adaptation, and to support social and private sector development in Eastern and Southern Partner Countries. The Facility will also support the growth of the SMEs, by making available a range of financial instruments in the East and the South whilst ensuring for the South that there is no duplication but complementarity with FEMIP.

The leverage effect of the NIF grants should generate a multiplying factor of 4 to 5 times the amount of grants. The input of the financing institutions will increase the leverage effect on additional resources to be directed towards the neighbourhood beneficiary countries.

Operations financed by financial institutions pooling their loan resources in consortia with NIF support will also allow to increase risk and credit ceilings to the benefit of our partner countries and promote the financing of categories of investments which at present cannot be financed either by the market or by development finance Institutions separately.

This financing decision concerns the 2008 Community contribution to the Facility. NIF annual Community contributions will be drawn from two distinct budget lines, ENPI South (19080101) and ENPI East (19080103). These two contributions will in no case be fungible. Utilisations for the East and utilisation for the South will be strictly kept separate.

3.2. Expected results and main activities

They remain the same as the ones presented in 2007.

3.3. Stakeholders

They remain the same as the ones presented in 2007.

3.4. Risks and assumptions

They remain the same as the ones presented in 2007.

3.5. Crosscutting Issues

They remain the same as the ones presented in 2007.

4. Implementation issues

4.1. Implementation method
The content and categories of operations, the implementation and governance rules of the NIF for the period 2007-2013 have been adopted by the 2007 decision of the Commission (C(2007)6280)). Since then, additional elements have been agreed with the Member Sates as follows:

 (1) Selection criteria

First of all, NIF interventions must bring additionality. Any duplication with other financing resources already or potentially available will be avoided, in particular in relation with operations which could normally be financed without it by the market. 

For operations concerning the South, in order to ensure full complementarity, a written statement will be joined to the project proposal indicating that there is neither duplication with FEMIP operations, nor possibilities to finance it under FEMIP.

The operations supported by the NIF will be ODA
eligible, will stimulate investments in line with the strategic objectives of the Facility and will be directly linked to the priorities of the ENP Action Plans and of the beneficiary countries. The NIF contributions should be cost effective and will be allocated according to the quality of the proposals, the sector of intervention and the expected impact and leverage effect of the operations. 

Recognising that the needs to upgrade infrastructure over the coming years are likely to exceed the public sector's capacity to either finance or manage, the operations supported by the NIF should seek, where applicable, the creation of the institutional and policy conditions for sustainability and for catalyzing private financing.

Moreover, operations fulfilling the following criteria will be given preference:

· supporting higher risk activities for which access to finance is limited, such as: energy savings, energy efficiency, increasing renewable forms of energy production, and broadening access to energy services;

· improving social services and social infrastructures;

· helping to reduce regional disparities in income per capita, to improve local development capacities and to increase access to services;
· promoting substantial social returns or global public goods returns and investments for countries with limited borrowing capacities. The use of subsidies simply to increase the volume of lending to the Neighbourhood will be avoided;

· improving access to finance for micro, small and medium size enterprises; 
· supporting the development of local capital markets;

· supporting the development of a local labour market and improved opportunities for employment ;
· supporting environmental projects with cross-border effects;

· leveraging, as much as possible, important sectoral reforms in beneficiary countries in accordance with the ENP Action Plans;

· seeking to ensure donor harmonisation and complementarity of investments at national and regional level in the beneficiary countries;

· promoting sustainable socio-economic development, with a particular focus on pro-poor growth; 
 (2) The Finance Institutions Group (FIG)

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

The FIG will be convened in Brussels by the Commission when needed and in any case before each NIF 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 proposed 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 for support from NIF resources submitted to the FIG by eligible Finance Institutions will be sent to Board members by the Commission’s Secretariat before each Board meeting.

 (3) Operating Mechanisms - NIF working process

A scheme describing the general architecture of the Board is attached in Annex II

As foreseen in the Commission’s decision dated the 17th of December 2007 (C(2007)6280), part of the EC contribution might be paid into a Trust Fund after positive opinion of the ENPI committee. In such a case, EC contribution to the TF will be limited at the level of the highest individual contribution made by the other donors to the NIF.

4.2. Procurement and grant award procedures

All NIF contracts will be awarded and executed according to the applicable Commission procedures and standard documents for the implementation of external actions.

For each project benefiting from NIF support, a financing agreement, framework contract or contract will be established and signed by the Commission, on one side, and the beneficiary country, financial intermediary or supplier, on the other side, depending on the type of operation concerned.

4.3. Budget and calendar

The EC budget contribution to the NIF will be decided annually. 

For the year 2008, the Commission will allocate a budget of € 50 million, 25M € for the East and 25 M € for the South. 

The 2008 Commission contribution to the NIF will be financed half from the ENPI South budget line (19080101) and half from the ENPI East budget line (19080103). South and East appropriations paid to the Facility will be managed separately in order to strictly respect the Budgetary Authority Decision. South and East appropriations are therefore never fungible and will be used strictly separately.

The indicative amount for infrastructure operations is € 40 million while the € 10 million remaining will be targeted to the private sector. 

From 2009, the respective amounts of the contribution will be decided in relation to the existing East and South pipelines of operations. Whatever amount spent on operations for the East or South will only come from the corresponding budget lines and will be used separately. Thus, the NIF will in no ways alter the geographical distribution decided by the Budgetary Authority.

In accordance with the ENPI regulation and Financial Regulation, profits generated by the funds and arising from future NIF operations will be reallocated for further NIF operations.  

4.4. Performance monitoring

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

4.5. Evaluation and audit

The Commission foresees an annual monitoring and audit as well as a regular evaluation (every 3 years) of NIF operations.

The functioning of the NIF will be subject to evaluation in line with the mid-term review of the EU’s external activities.
Operations can be the subject of financial control by the Commission (including by OLAF) as well as by the Court of Auditors.

4.6. Communication and visibility

The European Commission and its implementing partners will abide by the visibility rules for Community financing.

ANNEX II: General Architecture of the Board
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� With the exception of countries which may only benefit from NIF interventions on a case by case basis
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