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This document has bpaparedn the basis of the requirements and information communicated to us, with reference to their context, ¢
taking into account the current legal and economic environment.

The findings presentade been prepamtthe basi of Ernst & Youngds me tldigedhe deciionoc e s s e
whether or not to implement these findings, as well as the methods of such implementation, is theEespdie T et
thelnfrastructure Trust Furig)(IT

This document is issued in accordance with the contract entered into between the European Investment Bahkhecting on behal
Executive Commitiaed Ernst & Young.
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Executive summary

Executive summary

Ernst & Youngasengagetb conduct the rélim evaluation of theAftitanfrastructuiiustFund.

The Infrastructure Trust Fund (ITF) was created in 2007 in the framewAfricaPattadgthip famfrastructure. The Edfnprises
13 donors 12 Member States ancBhepean Commission. It aims to:

Support regional investment projects in infrastructure in four sectors: energwricaregpart, ICT

Offer a blending mechanism through four financing instruments: interest rate subsidies, technicgiagsistatgice, direct
insurance premia.

Provide support based on a governance structure organised around three maibadid2attme Eligp Infrastructure
Steering Committee providing strategic direction, the ExCom represented by the Dopeehaantimei€sion providing an
approval body for ITF grant operations, and the Project Financier Group (PF@\esoppoeadfafancing institygank of
which is appointed by a Derar,identify potential grant operations to be subn@ited torEBypproval

As stated in the Terms of Reference (ToR), the purposetefrthsvalidation iSita s sess t he péfrfidablTFovarnce of
the period 20AD against key OECD/DAC evaluation criteria to make recommendationsviorkthef fheuddF aatiowfor

preparatiooft h e f i n alTF redevaade,leffettiveness) efficiency and expected impacts and sustainability (through the review of
monitoring system and the preparation for the final evaluatiorgdsagsdxanthis evalualibrevaluation covers the period to the

5 July011.

The evaluatigroces$eganin July 201iththe development of an evaluation framexdepkh Ifield work was condutieidg
October and November 2082 inteevirsand field visits to four African countries.

The evaluation has focused on the implementation of the ITF at a programme Tpertbjectieeeclvas toassess individual
projedd, however projéetel informatibas been reviewed forrbfeptas part of ease studanalysis.

Overall there are many elements of the ITF which are valuable and clearly assist in the development calnfrastfuotlireyiis Afri
required (as is much more) to continue to support these infrastructure programmes. On thellshdeptbatitRdudilivering
results (although it is still very early in the infradtnelbpmeptocess). €hconclusions and recommendations support the ITF, while
focusing on areas and opportunitegrave functioning and focus s#t.furth

The main findings and conclusions are presented below in line with the four evaluation criteria, followedrynarsdatiorsy of rec
Overall the main conclusions are:

Relevance:
o The original objectives of the ITF, whilst still relevant, are too broad, do not sufficiently show the flpputfanmgs, output
and impacts and do not refeatvolving context as wellaent and future challenges, eg the role of ptorate se
investment, good governance and risk management.
Effectiveness:
o The ITF is at an early stage in terms of physical progress of infrastructure projects, and as such measuogsoutcomes and in
at the project and portfolio levels is not possible.
0 Thee has been good progress in identifying projects and in approving grant operations (although &atsdetiabursement
slow).
0 The value added by thadThear particularly in the case I$dicthas enabled HIPC countries to be granted
concesshnal loans, the terms of which are better aligned with debt sustainability requiraiseatpafteedariy clear
financial and economic case for using IRS as an upfront payment.
0 Leverage across the ITF is also clear at 12:1, ie 12 Ewrdesdiagad per Euro of ITF funding.
o Itis not clear whether the ITF substitutes monies éhatddzhbave provided anyway.
o There is a consensus that the current offer of financing instruments might be broadened and include new innovative ways of
financing that further respond to the marketpaetcigarly risk management instruments
o The functioning of #agious bodies of the ITF is working well, howexistinfp&teering Committee for tA&IER)
Partnership for Infrastructure sffieesoom for improvement.
o The ITF portfolio could benefit from an independent review of grant operation documentation, particulantgrelating to complia
with criteria and cost effectiveness, which would ensure the appropriateness of grantioiper&fiermbjaatbzes.
0 Better engagement of smaller financiers in taking on a Lead Financier role could assist in a sharing ofithe administrative an
coordination workload undertaken by the Lead Financier. The use of intermediated loans feslitatepthtential to
involvement of smaller PFG members
o EU Delegations in African countries and RECs need to have a more formalised and frequent interaction with the ITF
Efficiency:

! please note that this differs from the Terms of Reference for this project and was agreed in discussion ouith dlcérigederbrbalCof the ExCom.
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Executive summary

o The Administrative Fee for the ITF Secretariat / Fund Managssappdies

o The administrative burden of financiers is kept to a minimum. This flexibility is considered a positivéhattjiality. However, t
and comprehensiveness of submission peguéaiblsF-or example, few submissions appear to efetititipr@gect risks
and mitigation strategies. Furthermore, the eligibility criteria are not complete in view of the currentsand future challenge
regional infrastructure

Impact and Sustainability

o Two types of monitoring processes need to bsluistirguhe project level (the responsibility of the lead financier) and also at
the portfolio level by the ITF Secretariat. It is not the objective of this MTE to examine the project manjitoriimg arrangement
place by lead financiers, the objestizad is to establish a common set of indicators that can be aggregated, whilst taking into
account the different stages of projects and sectors, and define some common ITF requirements for financiers.

o Further work is required to agree common irgiddtmsiming of the final evaluation.

Overall the main recommendations are:

Relevance:

0 Review intervention logic and objectives of the ITF;

o Maintain the regional connectivity objective; and

0 Investigate measures to engeyavate sector participation.

Effectiveness:

Revisit and broaden the leverage effect calculations;

Increase the focus on vatiged of the ITF grant operations;

Address the potential risk ofsobsidy, particularly relating to the Interest Rate Subsidy (IRS);
Encourage use of upfi®kS;

Set a clear strategy for TA funds in the context of the ITF;

Improve attractiveness and relevance of Direct Grants;

Formalise better coordination mechanisms between regional and national infrastructure;
Formalise better coordination mechanisess figtanciers;

Encourage smaller PFG financiers and engage with financial intermediaries;
Refine the role of the Steering Committee;

Introduce an independent review mechanism for grant applications; and

Clarify the role of the RECs.

Efficiency:

o Improve thquality of grant request submissions;

o Investigate options for better managing donor disbursements to the ITF;

0 Better address good governance, maintenance and sustainability in projects; and
o Improve the consideration of risk management.

Impact an8ustainability

o Improve monitoring, evaluation and the results framework.

O OO O OO OoOOoOOoOOoOOoOOo

In addition to outlined above, there are a number of challenges to the ITF which may require some furtheaygoesdeyatien, and
changes to tiiecus and evolution of the ITF, partioséaliy to improve creditworthiumses3 A to build capacity for PaRsepand
the use of risk mitigation instruments.

Relevance

The objectives of the ITF have not changed since 2007 however the conteribived

The ElAfrica Partnershiguinfrastructure has been established as part of the overAftitiadEategy, and targets the development
of largeegionahfrastructure networks in AfricdT Fiseone of several funding instruments to enable the implemergatioegyf the

The objectives of thediid-focused only on the delivérg ekpected outputs of the ThEséave not evolved since inception in 2007.
The three expected outfartd therefore its objectaesas follows:

Mobilisation of resosifoe regional interconnectivity infrastructure projects
Increased collaboration between African States and European donors in the area of infrastruahae development
Increased ladinance mobilised from European Development Finance Institutions, thereby leveraging additional finance

Regi onal infrastructure devel opment is key to sahdagiemslsi ng t
connectily is relevant and important. Stronger donor coordination has become a necessity, since figatergtineeds aitable
resources, which often means that no single financier is in a position to fund a large infrastructure @tbedF@ritéstses

have provided an effective forum. Indeed effective coordination by finesugpipsted préjects simplifies processes for national
governments and beneficiaries in dealing with financiers.
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However there have been changes anteet of African infrastruetngeinfrastructure finanoirey the pagtreeyearsChallenges
have emerged, particularly in relation to the need to look beyond public sector financing in order to bedgm thiisnfrastructu
occurred in the context of the global economic and financial crisis, the publication of the Africa Infragmostio ¢ AT0M)irh®ia
establishment of PIDA, and the ongoing work of the ICA and the African Union.

ITF funding instrunsehave been better defined to reduce amioigeitain relevant in an evolving context and consider new
opportunities. New members have been integrated into the Project Financiers Group (PFG), increasing coordieratiancbetween fina
creating bt partnering.

The objectiveifistrated in the Logical Frameworkheitlimancing agreements between EC and the ACP states), whilst still relevant, are
too broad, do not show the flow of inputs, outputs, outcomes and impacts, and te@erforaient@nd future challefiges.

evolving context and challenges must be addressed by the ITF in order to ensure orguiligngéduacoasideratiorclude

increased participation of the private sector, good gdugynanimditutional and regulatory frameworks, and risk management to
attract investors.

Further, there is still no monitoring and evaluation framework in plaoetoesgmiolémpacts of ITF funding to be measured.

Effectiveness

ITF ismaking progress towais achieving itexpected outputs

The ITF is at an early stage in terms of physical progress of infrastructuragsoieicts)eastiriexpectedutcomes and impacts
of projects (and even more so from the ITF as ia whiof@)ssible. However, it is possitdsesexpectedutputs from some
projects, and measure progress. doilerogress has been made there are some areas for further impraremenftprivgress
and initial outputithe ITF

T h e r&sbuécs allocation towards African infrastructure has increased with 48projects e n t igranfunding &5 . 7 m o f
at 5 July 201The profile of these grant operations (approved and completed) is as follows:

Does not include 4 grant operations that are fACleared in Principlebo
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Instruments Sector Geography

Interest Rate Subsidy: 12 Transport: 14 West Africa & Sahel: 15

Technical Assistance: 35 Energy: 24 Central & East Africa: 3

Direct Grant: 1 ICT: 6 Southern Africa: 15

Insurance Premia: 0 Water: 3 East Africa: 13
Multisectar 1 African continent: 2

Coordination is being encouraged through interadtieh€ AviandatterlfPIDA, information sharing and specific coordination in

the context of grant operations (e.g. Lake Victoria WATSAN case study). In addition, effective coordasaberrof financiers
achieved through the nomination of a Lead Financier which has simplified processes for beneficiaries.

The ITF has been successkeveraging finance, resulting in total leeticaé? and PFG leverage ofé&4it 5 July 2011.

Privatesector involvement is being eagexim the PFG, for example thrilwgimclusion of PIB&GaPFGmemberand many

other PFG members also follow the objective of supporting and promoting private sector involvement isSatfia@stnucture in Sub
Afria

However despite these achievementsyéad¢seareas for improvement:

Delaysn disbursement and the perception of funds being tied up could have a potential detrimental impact omsdditional contribt
being made, as Donors find it diffjogtifyoadditional contributions when funds appear abundant
The leverage calculation method requires some refinemaltétosaédeverage measures

ITF added value varies according to the instruments mobilised and their specific characteristics

Thereal value addedtbhg ITF is variable depending on the individual project and ITF instruments mabitiasd.Sfatyth@ofs,

the total of ITF grant operatiorisi®)Cconstitute a limited proportion of the total overall cost of (i&g§a@gctesulting in a
leverage effect &(11.2 when focusing on projects in their investmetiitepimesbod employed by the IE€rviewed stakeholders
have stressed that numerous projects would not have gone ahead, would have fandd Helaydeen significantly reduced in
scope in the absence of ITF funding.

IRS@2 projects f or )isdkewinstiumafthesITFand cadn nalvibé tgkerZellhgrlacross the life of a loan or as an
upfront paymeiihe alueadad bythe ITHas particularly been noted where IRS has enabled HIPC countries dortmesgaomtad

loansthe terms of which are better aligned with debt sustainability retharéR&ihizs particulpdymitted HIPC countries to meet

IMF conditis in 8 separate grant operations, accouidiig.fonin IRS, and a leverage factor of 9. The question is whether the ITF
substitutes monies that Donor 6s would have proviaéa anyway
respective refinancing rates (e.g. for KfW intervention rate of the German Treasury, for the EIB refinatatimgcyafehisf its capi
mechanism, howevgnot transparent to other parties.

TA(35 grant operations as at 5 July @@dforts fierent stages of project preparation and implementation, enables proper project
planning and preparation, and develops dafpactypically used to improve the project preparation or to focus-effectore aondt

efficient procuremeHbweverthere is not always a systematic link to a project investment. Furthermore there is no strategy as to what
ITF seeks to achieve in granting TA support.

Insurance premia had not been used as at the cut off period for this evaluation, rapagerationeCgeared in Principle. Its lack of

use is mainly due to poor clarity regarding its eligibility and how it could be applied to projects. Howeves, searee Rit€htiaémber
growing need for risk mitigation instruments of this kindwehbidragree with based on our experience.

Direct grants as at 5 July 2011 had only been granted once since 2007. The only example of direct grantgasrttightghted huge
generate leverage effaod to include private funding (although the one case may not be representative overall).

ITF has also been effective in accelerating the financing of regional infrastructure projects due to itsffliesitztity srod dues.
Many stakeholdersphasised that the ITF generates limited administrative burden.

There are examples of good coordination externally with other instruments and internally between
European financieréwhilst some difficulties have been encounteretut the ITF could beng$ from
increased formalisation of these coordination mechanisms

The ITF has deveddp unique identity in African infrastructure in terms of its regional interconnectivity focus and its blending of grant m
with long term lodramEuropean finansi¢o leverage additional funds.

The ITF Secretariat has developed a close and effective collaboration with instruments and initiatives asttiveture African infr
developmerfurtherhie ITF has provided an opportunity to bring EuropearndigetheierEhis enhanced coordination has taken place
through combining efforts across 48 grant operations, morec¢héne20ramittemeetings, and numerous PFG meeting that cover
strategic and operational issues, and implementation chajiengeAdican infrastructure projects.
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The coordination of PFG andPR@ members involved in the same pdejpets]s otie effectiveness of liaison procedigady

the Lead Financier and on t he ipractces/(suchwasihforntaton shariog psocebuees av site n
visits) as well as difficulties (limited coordination generaiimthdetage of thei® Corridor projebive been observed, but the
regular participation of the same stakeholderstsrtgmdgeto ease the coordination.

The ITF governance structure predominantly follows a bottom up approach with limited strategic
direction

The ITF governance strudtasthree levelgshe Partnership Steering Committee to provide the strategs; tHeé€ctidonto

represent the donors and make decisions on grant operttedPEGawtlich discusses projects that may potentially benefit from ITF
fundingandi$ i r st and foremost the si ngThefurttomng ofyhis ptrodturetis@ssistedithroagh y r
the activities of the ITF Secretariat, which acts as the common link.

The ITF governance structure isiclézaf it ibased on a clear definition of tasks between the different bodiesmBetimggiilar
the ExCom and the PFG dilequent and igpdate review of grant operattanmentionediet PFG constitutes a frame of cooperation
among DFls allowing information sharing and progedTFeg@vernance has evolved since 2007.

Howeer, irpractice, thgovernance systéstiows aottorrupproject identificatapproachand there does not appear aclear top

down strategic approach from thfriEBPartnership for InfrastrucBieering Committddne ITF governance stractthough it
involves a range of relevant stakeholders, is largely influenced by a limited numbehofdiedea@fnancier on 44 of 48 grant
operations

Efficiency

The administrative efficiency of the ITpears reasonable

The management feethe ITF Secretariat / Flarthlyer of 4% based on the cost accounting methedatdgis common to all Joint

Actions which the EIB is involved in and has been #ppexaddwas confirmed as appropriate following the cost analysis review
peformedy the ElRfter two years of ITF operdtienevaluator could not carry out a full benchmarking of the ITF fee versus other trust
funds for the administration of which donors appear to pay substantially different fees (rangingvieonth2%aiog@d6§. 8rvices

provided by the ITF Secretariat and the Manager, the 4% rate seems reasonable.

Considering the current governance structure aimmumihPRughes of
ITF ways aforking. A common grant operation request cover sheet has been developed and improved. Furthermore, the nominatic
|l ead financier for each grant operation mini tniospyltheirtomne dupl i
recogrsedwork procedures. This flexibility is considered a positive attribute as it does not add unnecessary burdeweioatinanciers, ho
the same time, Financier procedueasot always transparent to other.parties

The grant operatio approval process is acceptable but could be strengthened to better justify ITF
added value.

ExCom members apply a sufficiently rigorous approach to the approval of grant operation requests, whiclbyhas HEEn facilitated
application cover shesaipiate that is better aligned to the eligibility and development criteria. Furthermore, in ExCom minutes, ther
evidence of ExCom members challenging grant operation requests prior to approval.

Nevertheless, the quality of grant operation papaitelzetaeegrant operatisaquestsFor many grant operations, certain criteria
have not been addressed on the cover sheet, and justification in supporting documentation is, at timesusot sufficiently rigo

The governance structure lackadependent review of grant operation documentation, which would play the role of ensuring th
appropriateness of grant operations in reaching ITF objectives.

Further, project objectives and expected outputs are often clearly defined but expautetnpatcisnags not always quantified,
making it difficult to follow the chain of results and establish the monitoring and evaluation arrangeméntar&yndatyy, there
available on monitoring indicators to quantify projectGivegréis€l Fis in itsnidterm staget is all the more importaestiablish
appropriate monitoring arrangements both at project and portfolio level to prepare for the final evaluation.

ITF projects disburse well when compared with other national popeets Hhdhciers. However delays in disbursement and the
perception of funds being tied up could have a potential detrimental impact on additional contributions béimditrdiffieudtst@onors
justify additional contributions when fundsabppédant. This in turn may have an impact on the ability of financiers to advance project
preparation if there is any doubt regarding the availability of funding.

Mid -Term evaluation of EU-Africa Infrastructure Trust Fund 1 Final Reporti May 2012 9
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Monitoring and sustainability

A better monitoring at fund level should be implemented

It isimportant to distinguish between two types of monitoringi prav@ss@syhichis undertaken at the project level which is the
responsibility of fi@motemwith the assistance ofiehd financiand potentially other financiermandoringt the portfolio level by
the ITF Secretariat, with the assistance of lead finsnerthe objective of this M&katmin¢he project monitoring arrangements
put in place by lead finan(@eid hence monitoring@bgect levels they hawvthe flexibility to aghsir own internal processes.

HoweveRPFG and ExCamneetings have raishd need forcear andefined approach to monitoring and eval&Bdor(Me ITF,
and have particulatidressethe subject of measuremdiitrobutcomes and impact monitoring, both in the context of individual projects
and at the aggregate ITF portfolicClerehon indicators will facilitate the aggregation of data frortherdjEqetiiolio level.

The need for proper financialgaarent of the ITF will go beyond 201fetitied end date forlifie Thereforeat is difficult to

determine during the-teich evaluation how the portfolio of ITF grant operations should be monitored when the funding is ceased. T
areincreasedal | s f or measuring the fivalue for moneyo of beTF fund
put in place post 2015 to measure outcomes and impacts at a portfolio level. Currently, apart from the Iid& Beeretaviat, there
other monitoring body identified that has the potential to be operEfiohht fBstretariat has established a Project Monitoring Tool

and GIS, amongst other tools, which should permit the ongoing portfolio monitoring.

Mid -Term evaluation of EU-Africa Infrastructure Trust Fund 1 Final Reporti May 2012 10



Objectives, scop and approach to the evaluation

1 Objectives, scoperad approactto the evaluation

This report provides analysis of the Infrastructure Trust Fund (ITF) based on the evaluation questions iontliapdriratite incept
draws conclusions and recommendations based on our analysis.

This report has beerppred based on:

Documentary Review

Field work related to ITF activities;

Interviews with stakeholtjeand

A number of meetings with the reference group at regular points through the project.

Rather than enter into a long methodological diseisdijgttives and scope of this project can be found in Section 8.2 and the overall
approach as well as limitations to the work conducted can be found in Section 8.3.

® See Sectidhi6for a list of types of documentation consulted.
“ See Section 8.5 for a list of stakeholders interviewed.
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2 Evaluation of the relevance of the ITF

2.1 Intervention logic

EQ Alls ITF implementatitiased orclear and consistent intervention logic?

The bjectivegand expected outconoéghe ITF as an instrument of #AdriEd Partnership have not evolved since inceptiol
The three expected outfaassidered as the objectaresas ows:

Mobilisation of resosifoe regional interconnectivity infrastructure projects
Increased collaboration between African States and European donors in the area of infrastructure development
Increased loan finance mobilised from European Defalapieesinstitutions, thereby leveraging additional finance

Therehave been changes in the context of African infrastructure owvbrebgepest The objecti@istrated in the Log
Framework withhre financing agreements betthe&Cand the ACP statewhils still relevant, are brasm not show tlausa
chain from inputs to outputs, outcomes and ang#utseforenightnot refleéccurrent and future challerigesre is still noo
ordinatechonitoring and evaluation frarkemwplace to enablgcomeand impacts of ITF funding to be measured.

2.1.1 The ITF has natdefined or detailed different levels of objectivemceits inception in
2007

The strategic intent of the ITF wasicfmagramme incepiio8007howevethis was not translated into specific obfectivesund

to allowprioritigtion ofnstruments, asdt a results framew@takeholder views have supported our observation that the ITF has not
developedpecifiobjectives and clear goals fordlgeapnme to delividditionalla review of the ITF documents reveals béie is
common definition of ITF objectives used across presentations and o#tEmsommuni

Theevaluation team has develagstthtegic intervention logic for theokNEver The diagranbelowis predominanthasedon the
Logical Framework within the Financing Agreements between the EC and theic@PtStiseknowledge of the evaluator, is the
onlystrategy document that defireeobjectives of the ITF.

Figurel - Strategic intervention logic for the ITF

Overall objective:

Contribute to economic development growth, integration at regional level and poverty reduction through the mobilisation of resources for
regional interconnectivity infrastructure projects.

N N N N
[ nputs® ‘ Intermediate outputs ‘ Expected outputs ® Expected outcomes * E;;ggggg
v v v %

Interest rate Loan Financiers Financial Procurement Energy projects that P
subsidies agreement loan closure and selection Investment enable nétwork extension, ConFt’r(l)lzllgrltun ©
Mobilisation of Increase distribution to Reduction
T | rural areas and improve MDG:
resi?\t‘égggngrerc?\gv‘i?yna cross-border connections ( S)
Pre- Technical Funding FProJecl/ infrastructure projects Eh J
Technical Enabling Grant . and. ) Inance Investment nhance
Assistance environment agreement fg?jé?éhs(y financial asgggng\%m Legal Transport projects that economic
studies slruc?urmg reduce costs and improve development and
the quality of services trade
Direct grants Increased
forsocial and Grant Financial Mechanism in collaboration between ICT projects that ensure Positive social
environment agreement closure place to monitor Investment African States and aJJequate access to an
al project 9 S&E impacts European donors in the affordable technologies by environmental
components area of infrastructure supporting regulatory impacts
development reform, capacng building
broadband
infrastructure Enhanced
Insurance development . tregmtnal )
Risk Premium integration in
rant
gﬁerl%wl%/es assessment calculation (IS IaEslaEi Increased loan finance Water and sanitation anca
= mObI|I[S)ed f‘rom q mnetworks that {mgrov?
uropean Development e management of water .
n F‘\[['\gn%e Ilnstitu[i[c)ms‘ VFESO‘UIngSS at Iocbal, " |m0%ggresﬁiglg?n
RPR/017/06, 6 ereby leveraging national and cross-border I
. po additional finance basin level, and also . cregiona
2E&Y analysis access to drinking water infrastructure
3RPR/013/09, pg 16 and pg 11 and adequate sanitation

facilities
4 Interconnecting Africa: the EU-Africa partnership on infrastructure, COM(2006) 376, pp 7-8

S Interconnecting Africa: the EU-Africa partnership on infrastructure, COM(2006) 376, pp 3-4, and Criteria for Assessment of Grant Operations

Monitoring and evaluation

Source: Ernst & Young analysis bakedical Framework within Financing Agreements between EC and ACP States

The above diagram represents the iot@nadintidogic fothe ITF programriie intervention logicfhagdevels:

Inputs the four instruments currently offered byethe ITF.

® Financing Agreement betwedfuittpean Commission and the ACP Group of Statesfridael Ethstructure Partnership: EC Contribution to the Infrastructure Trust Fund,
RPR/017/06 EDF IX, RPR/015/07 EDF IX, and RPR/013/09 EDF 10

® Financing Agreement between the European ComuhissiohGP Group of States, TH#drEEd Infrastructure Partnership: EC Contribution to the Infrastructure Trust
Fund,RPR/017/06 EDF IX, pg 6.
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o] Interest rate subsidies: the provision ofsatu@mount to participating letadensble such lenders to makéciondoan
finance available at reduced interest rates f(usually me
0  Technical assistance: [(provision ofsulumip) finance technical assistance including preparatory work for eligible
infratructure projects including environmental impact assessments, project supervision, and targeted capagjty building (reinf
the technical and administrative capacity of people in Africa).
o] Grants: direct grants for project components which haiat delvsiaatrable social or environmental benefits or to project
components mitigating negative environmental or social impacts.
o] Insurance premia: inftidlage funding of insurance premia necessary to
Intermeidte outpuisthe intermediate steps necessary to implement the activities of the Fund ($ecabatyiia By2
instrument type
Expected outplitthese outputs have particularly been defined through rdinewonfighegreements betE&amd ACP
States as well as the ITF Criteria for AssesBmogrtsalls f@rant Operations (CAPGO) document, and define the key expected
outcomesf ITF interventiolBese expected outputs have not evolved since the initial financing agreement in 2007.
o] Mobilisation of resources for regional interconnectivity infrastructure projects: seeking to bridge thedstaratiurg gap for inf
projects with a regional focus
0 Increased collaboration between African States and European Donors in sheeie® afenélapment: thesITF
designed to bring together Eurogeaiopment Finance Institutiéiig With African governments and beneficiaries to
develop regional infrastructure based on the principle of African ownership. This could also be appliedtg imternal coordinat
terms of encouraging efficient coordination between donors aneffiretiaiasnt
o Increased loan finance mobilised from EDBl$taereby leveraging additional findif€grant operations are designed to
be complaened with loAgrm finance from eligible DFIs, resulting in an increased number of infexstr frltusegron
regional interconnectivity financed by DFlIs.
Expected outconighese outcomes are specified both rastreifdAgreemerds well as the Communicatonthe
Commi ssion to the Council a n tta: thenEdAfri¢a Partoepslsi m f P ardlandaimd utr el n
expressed in terms of the four different priority sectors.
Expected impattthese represent the development criteria for ITF funding asydibecG¢iGO document developed in 2010,
and reiirced in the Communication t he Counci | and the Eur opArieaaParfPerdfip i ament f
Infrastructurebo

In the ealuatiomuestion B2SectiorB.2.2further analysis is presented ocatisal links between each instrument and the expected
outputsoutcomeand impacts

2.1.2 ITF objectives are relevant to the EAfrica Partnershigor Infrastructure

The ITHs positioness an instrument of theAifi¢a Partnershigy Infrastructurehichis one of eight partnerships under th202311
Joint Africa EU Strategy. The Partnership is based on thénitijégtafered by the shmrm action plan in the field of infrastructure
(FSTAP) of the African Union and NEPAD.

The ITF has defined eligibility criteria, which frame its scope of fotaisiegtion regioimdtastructure projedeken together, the

ITF is directedearly at supporting theAfita Partnership for InfrasteudurthermoreefTFAstates thafi The key obj ect i
Trust Fund is to contribute to achieving the strategic objectivédrmfatiRaihbrship through targeted funding amkewyatprthe

regional and continental deficit in infrastructure. African ownership and project sustainability will be dfi¢hguldirsd prindiphnd
poverty reduction wild.|l be key.9 criteria for project selectio

2.2 Context(strategic relevance)

EQ A2After 4 years of implementation, is the ITF still relevant in addressing the objectivesAffitae EU
Partnershipfor | nf r astructur e, given the changing cont ex
infrastructure deslopment (e.g. effect of global financial crisis)? Will it remain relevant into the future?

The EtAfrica Partnershiipr Infrastructure has been established as part of the overahftidag Stdtegy, and target
development of large infrastrunttserks in Africa in four key séctGi Transport, Energy and WatelTHiseone of seve
funding instruments to enable the implementation of the Partnership. The |Tfotdegétdrasiascture investments.

ThelTF is strategicallyevant to the EAfrica Partnerstigrinfrastructurelowever there have been changes in the context
infrastructure over the plasteyears, and the ITF has not developeec#icstrategy to reflect this new re@lfigllenges ha

" Communication from the Commission to the Council and the European Paulig@06rit bftéBonnectirdrica: the EAfrica partnershipiofrastructure, COM(2006)
376

& Communication from the Commission to the Council and the European Paulig06rt bftéBonnecting Africa: thé\ffida partnership on infrastructure [COM(2006)
376finali Not published in the Official Joltt@lfeuropa.eu/legislation_summaries/development/sectoral_development_policies/r13013_en.htm

|TF Trust Fund Agreement
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emerged, particularly in relation to the need to look beyond public sector financing in order to bridggaihd iérasis mtaver
in the context tfe global economic and financial crisis, the publicatidriof th@rastructure CountrgnDstic (AICDhe
establishment of PIDAltha ongoingork of the ICA and the African Union.

ThelTF @inding instruments haegerthelesseenbetter defined to reduce ambiguity, remain relevant in an evolving
consider new opportunitiesy members have been integrated into the Project Financiers Group (PFG), increasing co
financiers and creating better partnering. Further, there has been increasing readiness to look for negingpie tusdi
finandll inermediariess a potential methodrtoourage better participation of the smalteeRB&s arekpand the outreach o
ITF to smaller scale investments.

Howevethe evolving contartl challengesust be addressed by the ITF in cedisute ongoing relevaiibese challenges incl
how tdncrease participation of the private gectwnsiderationgoodgovernance issues angroinginstitutional and regul
frameworkas well agssk managementteate an environméat tilattracprivaténvestors.

2.2.1 The importance and challenges of regional infrastructure development inSafttaran
Africa

Given the volume and fragmented natureSeh&#m African countries (48 in n@@herwhichave a population of leas th

millioly, there are particular challenges in addressing the infrastructure gap. Regional integration has been idaudifisdaby the AICD
ilikely the only way to overcome . Ancirgegratdd appchiwidl assist in @mablingp ar t i
deeper economic integration, and therefore allow countries to benefit from economies of scale. It is in Ahtsasdmgext that PID
establishett.

The benefits of regional integration are clear. Forp@Vegnegional infrastruatare providsufficient economies of scale to
contribute to reduced costs of production. For transport and water, regional collaboration allows better irttesgrdted manageme
development of crbssder public goods.

More geerallyinfrastructure sharing addresses the problems of smaltkaténgimiipcatios Joint provision increases the scale of
infrastructure construction, operation, and maintenance. And it reduces costs, pools scarce technicacity] anahagaties cap
larger market.

Furthermore, regional infrastructure could theoretically attract private sectothiptepgsdtsinity to serve a larger regional market
would makextensive dpont investments more attraddoeever in nig, the complexities of regional infrastructure (multiple
legal/regulatory environments, etc) make it less attractive to private investors than national projects.

Some of the factors that make it difficult to meet regional infrastructure needsatevdiscus

Small scale of individual countriesSubSaharan African economies are generally small, with 20 countries that have a GDP of less
than $5 billiddAThe small scale means governments have difficulty funding the large costs associated with infrastructure.

Mutual dependence Some countries have more to gain from regional integration than others. 16 African countries are landlock
depending on theg@ighbours for effective road and rail corridors to the sea, as wetloasirentatrfibre optic backbones that link
them to submarine cables. Coastal countries depend particularly on sound management of water resources upstream.

Concerns of governce and regulatory frameworksinvestmernt African infrastructure projects is usually considered more
risky, due to political instability, underdeveloped human resources and financial systems, poverty, and dernupsioprd&mternmen
predevebpment policies in the long run so that economies can prosper and infrastructure investments can generate the expected ben

Building a political consensusRegiondhfrastructure is only one aspect of broader regional integration. Evisnbifiakpiact

and presents a clear economic case, political obstacles may constrain or block its development. Regiorakiifuastancture requi
dependence between countries, particularly in the case of water and energy source managemesd. tol beilel ipodtical
consensus among neighbouring states that may have diverging national agendas or even recent histories of conflict.

Establishing effective regional institutionsAfrica has no shortage of regional political and technicellbdidigS( executive
continental bodies), The result is a high degree of complexity, unclear responsibilities for strategy and prajechcEvaiopment
financing strategies. This lack of clarity has slowed progress on coherent regioealisticapeggrammes for integration priorities
(such as regional infrastructure and trade integration), and technical plans for specific projectansiffatitns srgioresded to
promote a collaborative drosder infrastructure devedsp program and to ensure an equitable distribution of benefits.

Y“Africads Infrastructure: A Time for Transformation, Chapter 6, pg 143.
™ programme for &sfiructure Development ireA&riprogramme designettelop a vision and strategic framework for the development of regional and continental
infrastructure (Energy, Transport, Information and Communication Technologiesi{tOmylandWed@ssources).

ZAfricads Infrastructure: A Time for Transformation
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Setting priorities for regional investmentsThe infrastructure needs ofSailaran Africa are significant, and therefare it is
challenge to determine which projects should bearepciedity. Additionally there is also a large backlog of infrastructure investments
as well as limited borrowing ability. There is a need for better sequencing and priority setting of regiereffqutejeatsh® guid
regional integration ager8Litable criteria for prioritisation therefore may include predicted economic returns, spatial targeting, and st
for private participation.

Developing regional regulatory frameworks$hysical integration of infrastructure networks will berdgyfectbesharmonized
regulatory frameworks and administrative procedures have been put in place to allow the free flow of serbicetercross national
Building physical infrastructure by itself will not yield high economic returns in regloeaiptppmdnta Improving the legal,
regulatory, and administrative environment is necessary to

Facilitating project preparation and crodmrder finance- The added complexity of regional infrastructure projects as
canpared to national projects makes them costlycamdtimiag to prepare. This is particularly true when projects are large in relation to
the size of the host economy, depend on financing from downstream beneficiaries and involve a figidinantiersof pote

2.2.2 Private sector investment is needed to enable regional infrastructure development.

The private sector, including multinational enterprises, can play a role in providing finance and expeftastriactieectepvibesn
of host csountries. If the African Infrastructure financing gap is to be addressed, policy maiersatieslitcemobicapital and
innovaté

The enormous gap between available infrastructure and the needs of the African population cannot be brided|doyepublic resourc
Similarly, regional infrastructure requires greater financing, whiclprositieot ftem one source aldite meet tise needs,
encouraging private investment in infrassatessential element in bridging the financing gap

Private sector participation can widlegbenefitsExamples include the mobilisation pfrthev at e sect or 6s techno
managerial competences in the public ifEarepbwer plants, and ports and airports have significano fatgmttalided and
operated by the private sector.

Despite thgrowing consenghat privateestor involvemenessentigb bridgthe infrastructure gap, private investment has not yet fully
materialised and private sector participation has remained limited to some 10 to 15% of infrastructurerfinattiactjvitthéeleco
bulk of irestments?

The number of failed pyibii@te partnerships in the infrastructure sectors attests to the challenges facing\pulicybenaders.
possible reasons as to why private sector investment has been limited to date are p2idadhitisectdresses the current and
future challenges for the ITF.

2.2.3 The objectives of the ElAfrica Partnershidor Infrastructurehave set the framework
for the ITF

The EtAfrica Partnersliigp Infrastructurasestablishecognisinifpe context set out in the preceding sections (2.2.1 & 2.2.2) but COM
(2006) 376 specifically ntted:

Significant obstacles to reducing poverty and achieving the Millennemh®@ealsl@dDGs) in Africa, including limited access to
transport, telecommunications, and energy anavdtEkssgvices. The development of suitable infrastructure and related services
would enable increased economic growth and stimulate gadelantegration.

During the 1990s, there was a reduction in the financial resources allocated to developing infrastructugoveAfricenty Africa
and EU Member Statesattherefore necessary to increase support and build on priogdafe syt been made thanks to
cooperation between the European Commission, African governments and other donors.

The recognition that Africa could bendfiyerperience in terms of a methodsimlyas that from the FEamepean Networks

- TENSjor identifying priority projects and the principles for toiisémsos the harmonisation of regulatory frameworks.

A desire for coherence between investments at continental and regional level and national strategies forfthstuEustopment of i
and combating poverty.

I'n order to ensure the success of the Partner shitaesand t was
other international initiatives and organisations such as the World Bank andd:tmttﬁﬁs Thisemoordination is intended to
encourage ownership of projects by beneficiaries, in particular through political commitment by governmgatetoaaqmalyimg good

¥ 0ECD Principles for Private Sector Participation in Infrastructure, 2007

¢ Kaufman, Engading Private Sector in African Infrastructure;QEBBBfrican Investment Initiative, 2008

15Communication from the Commission to the Council and the European Paulig@08iit bftéBonnecting Africa: thé\ffida partnershipiofrastructure, COM(2006)
376

& Communication from the Commission to the Council and the Europeah Faulig@er Interconnecting Africa: thé\ida partnership on infrastructure [COM(2006)
376finali Not published in the Official Joltt@lfeuropa.eu/legislation_summaries/development/sectoral_development_policies/r13013_en.htm
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all infrastructure sectbndine with the Financing Agreements dleéirtg@@ contribution tolfé’, he objectives of tlagteras an
instrument of tB&JAfrica Partnersiigpinfrastructure can be summarised as follows:

Mobilisation of resources for regional interconnectivity infrastrugture projects
Increased colladation between African States and European donors in the area of infrastructure development;
Increased loan finance mobilised from Elrepalapment Finance Institutleereby leveraging additional finance.

2.2.4 The ITHs relevant to its original lgectives, butneeds to refine its strategy to remain
relevant into the future, in light of the changing context

ThelTF has evolvéd operatioria order to better address the contextual changes and navAfgaditieafrastruct{see section
9.2) However, these objectives, whilst still relevant, are too broad and therefore not sufficiently detailed tobebabknconnections
inputs, outputs, outcomes and impacts. Some of the challenges are discussed below.

Infrastructure projects are capitantensive, complex and are long in duration

Projects involve high initial investriwerg payback periods and disparate commercial rates of return across sectors (estimated by th
AfDBat between 5 and 10% in the water sector, compa%&%h o 1power sector and3B% in teleconjfg)'l'his tends to generate
high contractual and regulatory risks in a context of political volatility and external shocks.

Infrastructure investment invobresacts which are more complex and of longer duratrnoghatheectors of the economy. At the
same time, it needs to both be financially viable and sustainable, whilst meeting user needs arti Boessl objetitives. are
particularly highlighted icdéise of regional (rather than natiajetyqr

The Infrastructure gap must be addressed through a regional focus

As mentioned, regional integration has been identified by the ARCD stkdgdsy t he only way to overcon
in the gl*bAnmtegratedmoach wiljassist in enabling deeper economic integration, and therefore allow countries to bene
from economies of scale.

Unfavourable institutional and regulatory framework conditions

Private finance will not materialise unless the balanceskstagnetiurns is deemed appropriate by lenders and investors. It involves
an increased focus on the part of governments amddegutatorgi r par
framework conditions.

National governmb& have a role to play. Bsientiafor Governmentis establish adequate policy and regulatory frameworks and
contractual arrangement s, and for the wultimate appemEigeonsi bi l
institutions, including the relevant regulatory bodies.

The role of ITF TA in supporting capacity building for improving the creditworthiness of customers imgaaiahiereatbardg

and the private sector to become involved in such projects. TA is particularly important in impioyio§ phejeoegioradters.

Credit rating improvement is a long process that requires effort and reform of public finances, accountingagemexpenditure ma
taxation as well as cash collection from customers.

Although a number of project promdtecthaile a creditngand will get the rating for their home country by default, there are however
instances, like the Nigerian national oil company (and NNPC), or the Port Autonome de Pointe Noire (PARrKMatereahe project
achieveratig which is higher than its home country because the
and their customers (oil companies/oil exporters).

This is further complicated when projects dverdersand requires fumieerk and agreements between countries.

The ITF can potentially play a role in imipsiititgonal and regulatory framework coratitiossme considerations are provided in
SectiorY, Recommendations.

Weak management and financial capacities

Management and supervision of contractual arrangements may be carried out by local entities, exposing thekinvestors to the
management and financial capacitiesoverdign entities.

TA grantén the context of the ITF can and should corgimaldet@xternal expertise to be proencedraging capacity building,
knowledge sharing, and robust planning. Many organisations do not have the capacity or experience to iniplsizertngrojects of th
character, and therefore the ITF is essential.

" Financing Agreement between the European Commission and the ACP Group ofStatel)ffdstrEtiure Partnership: EC Contribution to the Infrastructure Trust Fund,
RPR/017/06 EDF I1X, RPR/015/07 EDF IX, and RPR/013/09 EDF 10

8 ¢ Kaufman, Engadimg Private Sector in African Infrastructure;QEPBBfrican Investment Initiative, 2008

 OECD Principles for Private Sector Participation in Infrastructure, 2007

®Africads Infrastructure: A Time for Transformation, Chapter 6, pg 143.
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Additionallyjvgn the large resourequirements and the budgetary and borrowing constraints of African governments, private sectc
investment and participation in all sectors of infrastructure is essential. PPPs are seen as a growing harslaggsoapportunity f
private investmentrifrastructure and economic development of Africa. However managing a successful PPP programme requires a |
of specialised functiovithin government conceptualise, evaluate, structure, appraise and select tisughogesptscts are not

suppded by the ITF currently

Currency risks

Revenues come mainly from user fees or government subsidies in local currency, exposing investors and Emgiersstoiforeign exch
funding is in foreign currency, a true constraint for internationblitralestéos national operators in a context of poorly developed local
financial markets.

Furthermore, regional infrastructure will often seek the invimitemeiratl infrastructure operators, which are particularly sensitive to
commercial riskivolved in working in unfamiliar local environments

Emerging local currency debt markets

SubSaharan African domestic bond markets are coming into focus of foreign institutional investors, privateSamtanflows to Sub
African having grdivefold between 2000 and 2008, thus creating an opportunity for capital market financing of infrastructure developn

However, many African bond markets suffer from a comparatively weak regulatory environment, inadequatamdddafinfrastructure
capacity. The level of development in local markets is dispersed with litlerdemtvadtivgsdue to capital controls, underdeveloped
market culture to attract private investors (local currency bond markets are often inadequmsiecanthda@{sonai@ly nonexistent),

and the lack of harmonised tax treatment. While there are pockets of collaboration on developing capitatematietslin Africa, i
support is largely fragmented.

The G8 initiative on Good Financial Governaitee(#087), the Third Higdel Forum on Aid Effectiveness in Accra in 2008, as well as
the G20 High Level Panel on Infrastructure Action Plan to Support the Development of Local Currency Borall Mavketver2011), all
for the harmonisation dinecal assistance and developing local currency bond markets.

While there aresources in place at international level (e.g. World Banfoamegidimabdevelopment bamKahd modest levels of

support for the development of local currehayabkets to date, these have nevertheless been extremddniimitec: countries

would benefit from more comprehensive technical assistance support to put in place preconditions and brédldobasic infrastruc
successful financial deepeningeiof gbecific capital markets, including by leveraging existing sources of financing and improvin
coordination and coherence (e.g., development issuance strategies and liability management tools, coordirgatedndeselopment pro
across different fixezbme markets (bond, loan, etc.), primary and secondary market architecture, strategies to broaden and diversif
investor base, coordination schemes for central banksdé6 and

Anticipated growing needs for risk mitigation imaments

Members of the PFG hexplained that they faced increasing risks in a number of countries and anticipated growing needs for r
mitigation instruments, not olFmrtonstrained count/®ésk mitigation instruments for infrastructurgfoameplit into guarantees
or insurance products.

A guarantegerovideshe holder of a debt obligation the timely payment of principal and interest, through the payment of the amounts b
guarantor in case of default. In case of an insurantetteotitoéder of a debt obligatiosured upon evaluation of the claim and
determination of its liability by the insurer.

Ri sk mitigation instruments may benefit debt perigdefadtom s (| en
debt servicer equity investors seeking protection against investment risk, covering losses on their investment. Theeermre variations b
instrumentdepending on the origin of theatb&diriggers the payouts of insurance degenthaccurrence of the risk.

Some instruments differentiate betweruslef the loss as political or commercial. Many instruments cover only part of the debt or
equity investment so that risk is shared between the guarantor or insurar @negiiéylendsstor.

The Box below contains some characterisation of risk mitigation instruments.

The instruments can be divided according to the type of risk mitigated:

Credit guarantees cover losses in the event of a default. They are themselves differentiated, into twslcgteganése
allow debt issuers to improve their credit rating and hence their market access and the terms of thretherecasés
credit risk is split between the guarantor for the part that is guaranteed and the borrower for the restagleecgnarant
widely depending on the risk sharing structure between the creditworthy guarantdfdhcréduit igndemtees allow
borrowers to obtain debt terms similar to those of the guarantor through the coverage of the entire deluif sedetauin
These guarantees are provided by specific insurers or some public agencies,

Export cadit guarantees or insurance cover losses for exporters or lenders financing projects, and are linked & the
suppliers, project developers, or lenders. These instruments cover both political and commercial risk (tagsetkker, ca
Coverage is generally limited to a specified percentage for each risk, but can be nearly complete. Comprehensive

Mid -Term evaluation of EU-Africa Infrastructure Trust Fund 1 Final Reporti May 2012 17



Evaluation of the relevance of the ITF

guarantees provide the same protection as credit guarantees, guaranteeing debt service in the event of a default.
Politicalisk insurance and partial risk guarantees (or political risk guarantees) cover losses caused by specified p

o Poalitical risk insurance (PRI) covers traditional political risks for equity investors and debt providersailéyr
transfer restriction; expropriation; war and civil disturbance. Less usual political risks can also Ealcds
insurance, such as: breach/ r epudi-payment wheroafbinding deti
award by an arbitral or judicial court cannot be enforced.

o Partial risk guarantees (PRGs), also used as an abbréviatio si mi | ar i nstruments
debt providers, and cover a wider range of political and regulatory risks than PRI. They typically cover |
g o v e r n nmygaprterdt of itsnconiractual obligdtioaddition to the traditional political risks, they may cover:
contractual termination payments; changes in laws (notably fiscal laws), or incentives, etc; the contraciit
counterparts, and arbitration award default.

Themi t i gation of political ri sk has seen recemte sohsiu
stemming from government actions that may adversely affect infrastructure business operations such as:

0 Adverseegulations taken by the host government of the infrastructure, or the government default on.contrac

o Local currency devaluations, negatively affecting the revenue earnings in local currency of infrastructunse
and debt seice remain to be paid in foreign currency).

o Inthe few African countries that enjoy sufficiently developed financial and capital markets, the use ntyoanthk
issuance of public and private debt or of cross currency swapdigatingetpenmisk of devaluation. However in
Africa, the only way to mitigate this risk is to allow for the contractual tariff indexation on foreign erd
currency costs components. Therefore taking a PRG to cover agkinstalfe ih ost gover nm
indexation contracts, can indirectly contribute to cover the substantial risk of devaluation.

The use of innovative instruments by insurance providers has been expanded in the recent yearstivatef regi
development banks, providing risk protection that allowed private insurers to enter new markets (e.g. wrepiogdsf
infrastructure operators, enticing insurers to cover a larger share of the credit aitk); riffegugrantees for privati
transactions; or the provision of PRG to fullfuretpdtyprojects; or providing political risk insurance coverage to
securitisation of local loans in order to boost the rating of debt isgumotthietpio set up their own guarantee facilities b
seed capital (or technical assistance) to the government.

There is a consensus among stakeholders that the current offer of financing instruments might be broadenedvaié include new in
ways of financing that further respond to the marketnbeds: PF G as a whol e woul d wel come wid
of the range of instruments available for grant @perations

2.2.5 The ITF hascrementallyevolved by taking int@ccount the changing context

2.2.5.1 Participation and interaction with regional and continental initiatives

The ITF Secretariat haskedlosely withnfrastructu@onsortiéor Africa (ICA) and wider stakeholders and has sought to develop ways
of working anechnical initiativegie AfDB(a FFG membeand host to the ICA Secrétanahe context of th&@consultations and

the PIDA monitorirsgyndertaking@ojecteviewing oth&frican infrastructpreject preparati@gilities (of which ¢haremorethan

50). This review wilamine many issues includingvrage time for implementation, sector, geography, and contribution to existing
strategies in an effort to rationalise and apyplstlevant instrument available.

In 2AQ theEIB, Afcan Development BankBANew Partar s hi p f or A NEFAR PBFsantizéTF fnblised the n t (
project data and status sheet for common informationzzenﬁmm. now been trialled on thaftFfation management system
amongnembers of ti-G

2.2.5.2 Introduction of new PFG members

The PFG has been strengthened through the inclusion of two rietieferiviagesinfrastructure Development Group (PIDG) and the
AfDB, nominated by the Netherlands and the UK respectively.

PIDG is a mudtdbnor trust fund mobilipirglic anprivate sector investment to assist developing countries provide infrastructure
vital to boost their economic development and comb@0 pareawif PIDG funds are currently committed te imSjdct

Saharan AfridaIDG is intentionally different fronfirinerersupporting Donors némdh mechanism to support private sector
involvement in infrastructure projects. PIDG is not meant to compete with DFIs, but rather tot mopolennitesstrmengh

2! Quoted in tHRFG technical n@®me Considerations with respect to the provision of Risk Mitigations Instruments and especially InsuracuredXteofit @ E)ih the
Africa ITé&
2 Infrastructure Consortium for Africa, Annual Report 2011, pg 48.
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mechanisms such as PFRs.integration of PIDG into the PFG represents a move towards increased pries@seictor involv
ITRsupported projedtds important to recognise however that PIDG is not the only opiidhtiofavsirage private

participation in infrastructure.

The inclusion of Afed8an active member of thei®B@ove towards better coordination with African instieusiping of t

African ownership and according totheflE€ Wwill ow nth esthreergtstae ni n.2§ of the projects

The integration of PIDG and theiaf®Bositive move for ther¢€Bgnisinthat the private sector must play a stronger role in African
infrastructure and that African ownership is arutiouitd ohte | ocal. fiflowner shi po

2.2.5.3 Increased coordination amongst ITF financiers

Stronger donor coordination has become a necessity, since financing needs are greater than available reseansespwhich often m
single financier is in a position to fund afasg@dtire project. In this sense, PFG members renepbesge cooperate, and

the PFG meetings have provided an effective forum. Effective coordination by fmgpoeedqordjéets, whereby the procedures

of the Lead Financier amwWellsimplifieprocesses for national governments and beneficiaries in dealing with th& &imaaciens o i n t
of contacto has been rHewewthe I#FRcouddenefisfrom betteecpordmatisniwithi other EWJ iesaumantse .
and no#PFG financiers (see Evaluation QuestRecBa3.3.

2.2.5.4 Active consideration of new programme elements

ThelTFhas demonstratad eagerneds evolvever time. New opportunities such as investigating the potential involvement of financial
intermediaries (in order to optimise the financing environment and promote increased )Aftioad evehapshéntaofalysiso

clarify and define how exjstistruments can better address needs, as well as clarifying eligibility and development criteria through
development of the ExCom CAPGO document, all show this willingness.

As an example, the involvement of Financial Intermediaries in theeddiftehdobeen raised in relation to a number of proposals. It
has been argued that intermediated loans can bring the following benefits:

Better efficiency in managing smaller projects-acidemeltinvestments, which would otherwise be prethitesbdree
constraints and lack of outreach;

Strengthening regional financial institutions;

Facilitamgthe involvement of some smaller PFG members;

Access to specialist knowledge (sectors, specific investment instruments etc);

Local presence ametworks (country and/or region); and

Risk sharing.

2.2.6 Howeverthe ITF needs to focus on defining a results framework

The ITF has not wpstablistd a clear definesults framewarkthe portfolio levielrthermore, the ITF is yet to develop monitoring
indicatorenabling measuremertheffund s p e r dt the porffaticclevel. Monitoring is speeKamaliyeth evaluation question
D1 Sectiob.1

2.3 Project relevance (operational relevance)

EQ A3: To what extent does the ITF portfolio of projects address ITF objectives and meet the eligibility and
development criteria?

A review of the portfolio of ITF grant operations demonstrates relevarjeetivitk BEFnell as the eligibility and developme
articulated in the CAPGO document. This view is supported through a more detailed analysis of the 10 case study pr

However, some criteria are more relevant than others dependojgobintigeigstion. For example, projects in water and
tend to have more social and poverty reglatgohimpacts than a transport corridor, which in turn tends to have a str
trade and development focus.

Further, the abilitydemonstrate relevance to all development criteria is variable, depending on the type of instrument
cycle and the quality of documentation. For example, TA projects in veareaolyretegssarily linked to an investmieinty i
more difficult to quantitatively demonstrate relevance to development criteria. An assessment as to quatitytio¢ dol
portfolio of projects is presented in evaluation question £2(section

 Financinggreement between the European Commission and the ACP Group of Sthtea, |fiflasfiucture Partnership: EC Contribution to the Infrastructure Trust Fund,
RPR/013/09 EDF 10, pg 10
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A higHevel review tife portfolio demonstrateghiefitF grant operations addresdTieotjectiveandthe eligibility and development
criteria articulated in the CAPGO dodeonéihistrative purposes, theiteBlene®.5illustratethe extent to which the 10 case study
projectgé‘ address the eligibility and development criteria:

Geographic: traf®rder infrastructure project or a national project with a demonstrable regional impact on two or more countries;
Sector: Energy; Transport (rail, road, air, maritime and inland waterways); Water; and Information Technology (including
teleommunications infrastructure where projects financed provide access to services of general economic interest);

Project contribution to poverty reduction: positive impact in the attainment of the poverty reduction objectives;

Project contribution to ecandevielopment and trade: positive impact in the promotion of economic development;

Economic viability of the Projects: Economic and Financial Assessments that state estimated financial agaiecomemic rates of r
monetary benefits, and debt susligynadnsiderations; and

Social and Environmental Impact: ensure appropriate and/or legally required assessments of social and eavieonmental impacts h
been undertaken, and ensure impact assessments carried out respond to international e @@naitrtrentderhivers States of

the concerned Project Financiers.

We have noted variability in the quality of supporting documentation for grant operation requests, which affsgsoé tti®orough an
relevance of the whole porifolio.

In terms of the relevance of the portfolio, in addition to the above focus on the 10 case studiedehmfetowing

All48grant operatidfisneet the PFarticle 1 eligibility critétimg into one of the four priority sectors

Somelevelopment criteria are more relevant than others depending on the project in question. For example, projects in water and
sanitation tend to have more social and poverty-reldtetiégmpacts than a transport corridor, which in turn tendsdodeve a s
economic trade and development focus.

The ability to demonstrate relevance to all development criteria is variable, depending on the type of ifistreipern¢end stage o
cycle. For example, for TA projects in very early stage cycle and not necessarily linkedtts muamvesiraedifficult to

quantitatively demonstrate relevance to development criteria. Decisidheseyampiroperations must be baskeijlohevel

assumptions.

* See Methodology (Section 1.3) for an explanation as to how 10 case study projects were selected

®However this, and other fAways of workingo a ttirguppagpdovabamicsiraptementaterc i f i cal |y i n Eva
Note: an assessment of the extent to which the case study projects addresses the expected outputs of thevilFaisopréaseredriBl, Seetipard is therefore

not the topic of this evaluation question.

®Does not include 4 grant operations that are fACleared in Principlebo
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3 Evaluation ofthe effectivenessof the ITF irachieving
Its objectives

3.1 First autputs

EQ B1: Twhat extent are ITF objectivespected outputs and outcomes achieved?

The ITF is at an early stage in terms of physical progress of infrastructuragpsojetis\eastiriepectedutcomes and imp
is not possible. However, it is posskes®xpectedutputs from some projects, and measure progregsogvésiehas be
made there are some areas for further imprspauiically:

The EUG6s resource allocation t owazFrdesprAe‘sre'rctaigTargurrdih@
at 5 July 2011.

Coordination is beémgourageitirouglnteractions with ICA and Riil?kmation sharing and specific coordindmmoonte
ofgrant operations (e.g. Lake Victoria WATSAN cabeadddign ffective coordination of financiers has been achiev
through the namation of a Lead Financier which has simplified processes for beneficiaries.

The ITF has been successdfieraging finance, resulting in total leverage of 12:1 and PFG leverage of 6.4:1 as al
This represeni&81mof grant funding forjgets in their investment phase, genétabingf PFG financing @idn of other
nonrPFG financing.

Private sector involvement is beingagezbyrthe PFG, for example thitheghclusion of PIB$a member

Despite achievements, thegalsoareador improvement:

Delaysn disbursement and the perception of funds being tied up could have a potential detrimental impact omsi
being made, as Donors find it difficult to justify additional contributions when faddsatappear abu
Therarecurrently limited opportunitiesdodination of infrastructure prajitisofPFG financiebgyondhe context of
individual grant operations, such aélsenitforld Bank and the Development Bank of Southern Africa

The leveragelcalation method requires some refinement to allow for measurement of private sector leverage.

3.1.1 The ITF has made sonpeogresstowardsthe expected outputs

Sectior2.1lintroduced a portfelide intervention logic that enables an assessment of ITF inputs (activities) agaitmitexpected
outcomeand impact§Vhilst the ITF is in its early stages of implementation in terms of compleinfrastrpbiysieahnd therefore it

is difficult to look at expected outcomes, a review of ITF activities reveals that progress has been madetecrasgmeseral expe
which are detailed below.

3.1.1.1 Mobilisation of resources for regional interconnectivityrastructure projects

Resources have been mobdiseédunding increased since the inception of the ITF. The number of donors has increased from 10 to 13
contributions have risen from 0170.2m in 2009 to 0340.2m as

The increased €ling to the ITHas resulted @n increase in grant operation apprilad¢deeigrants foi 1 1n? weBe approved in
20168, up from fogrant operatioaad(15.5m in 2007, bringing the overall total of approved grant owmiuinsaeratic?ﬁsand
ut225.7m as at 5 July 2011.

Furtherin recerdinalysipresented to ExCom, it was found that ITF projects disburse favourablytmpcojagtavisen compared
toproject data from AFD, AfDB, EIB arigeléfgéction 4.2.5 for more information.

3.1.1.2 Increased collaboration between African States and European donors in the area of
infrastructure development

There are different levels of collaboration with the ITF, reflecting the three governance levels described.

TheAfrican Union Commiséid#G is involved in the ITF to the extent thab-theyr the Partnership Steering Committee, which is
intended to feed prioritisation and strategy considerations down to the ExCom. The Partnership Steering Gadhraiitge afovers a br

Does not include 4 grant operations that are fiCleared in Principlebo
% NB: 4 of these grants requiradmeval subsequert thuly 2011. This amount does not include 3 grant operatior2do8nh200&quirechpproval in 2010.
®Does not include 4 grant operations that are fACleared in Principlebo
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representativesiimding the AUC, EU Member States, the EC andntldehBfmet three times during the period covered by this
evaluatian

The ITF Secretariat Waskealosely with ICA. 11@Ghe EIBADB, NEPAD, IPPF #mel TF finalised the project data and status sheet
for common information exchange. This has now been trialledformtiadidhfnanagement syateomg members of RS

Complementarities between the ITF and the IPPF have been debglthisdd@iFRiast initiallgesigned to atd improve project
preparation and implemen?&tidmwnstream of a project whereas the IPPF works upstream. Four projects -firmocec hijytce
IPPFFurthermorgjorkshoplsave beearganise(e.g.March 201@hen the AfDB and the EIB worked tagesune projects like the
GIS) Closeworking relationstiipse also been set up between the IPPF staff and the ITF Secretariat.

Parties interviewed have praised the ability of the ITF to bring stakibtleoldexkriogeragéhem to cooperate on regiand
continental issues. On an individual grant dpesistidhere is interaction between the European financiers and African governments, but
this is not formalised beyond specific projects.

Effective codination betweluropean financiersddressed in greater detail in Evaluation 88estion

3.1.1.3 Increased loan finance mobilised from European Development Finance Instituih@nsby
leveragng additional financing
As a5 July 2011TF grant operatitiad facilitated the blending afiftdstructure projaatsheir investment phassulting ia total

leverage effect of 11ZFhis represents a ratio ol 6Mterms of PFG menflmamcindeveragelt should be noted tbalculation
methods défracross funds, limiting the vallieeabenchmarking.

27 noPFGpartiehavefinanced componentprofectshat benefit from ITF grant fu(®@bBngrojects approved or cleared in poyciple
5 July 2011)his situation generally concerns mewsnfor projects occurring in their country, or private companies managing the
concerned infrastructure.

NonPFGfinancing partiésvolved in more thame project are financlerewn to PFG members and with thbghave good
relationshipgrfinstace the World Bank is involved in 8 projects and the DBSA in 3 projects.

In terms of positive steps, RPiist not a European DFI) has been nominated as financier by the Nésheolarrdprasénted on
the PFGIt will seek to increase privattosenvolvement in -§lipported projects, particularly through broadening investment
opportunities through PPPs.

3.1.2 Although there is good progresthere remain opportunities for improvement in order
to optimise the value provided by ITF funds

Despite positipeogrestoward®bjectives, the following are poteatiabpportunities for improvement towards achieving ITF expected
outputs

3.1.2.1 Coordination betweenAfrican States and European donois the area of infrastructure
developmentis not fuly effective
There is often a focus on single projects without looking at master planning, and focus on priorities dfraspaesatanfiegezh.

through the case study analysis, where stakeholders praised the ITF for enablingopsijesrtdtanbee doroadly, regionally and
strategically. This is particularly the case in the Water Sector, where a water and sanitation focus ha#¢enegibioahanpactim

Engaging regional and national financial intermediaries wWauld@ Rltovketter appreciate local risks. In particular, TA could support the
enhancement of skills and processes of relevant local commercial and development banks, so that these qatieilagsofoe effective
national and international capitatieployed in S@aharan Ada infrastructure projects.

In this respect, capacity building of local financial intermediaries would assist in reducing the gap betwteal pisiceifced and a
infrastructure investments. Regional developmentcbamgshsDevelopment Bank of Southern Africa, the West African Development
Bank or the East African Development Bank, could be integrated more at the operational level, potentialfyitatmmtoamannual i
ExCom meeting.

See also Evaluation QoesB3 on ITF coordination for more detail.

3.2 Leverage effect / added value
EQ B2: How critical have ITF grants been for enablisigpidtted projects to proceed? What is ITF added value?

The real value added by the ITF is variable dependindividuakproject and ITF instruments mélufisked.case study projel:ts,
the total dffF granbperationgi{30 myonstitute limitedoroportionf thetotal overall cost the projec(él,826 m), resulting ir| a

% While in some early instances this resulted in some TA projgaislatetheimvestments
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leverage effect of 14 (11.2 vidersing on projects in their investment phesédwled stakeholders have stressed that ntmerous
projects would not have gone ahead, would have faced delays or would have been significantly reduced in e€dpE [in the absenc
funding.

IRS has bearanted to2p r 0 j e &6.5 asfa®July 20111 and is a key instrument most relevant to the ITF blending ptilosophy and
can now be taken either athesife of a loan or as d@noup paymenthksallowed financial terms to be aligned tasdainiasility

conditions IHIPC countriés 8 separate grant operations, accountibg4fén in IRS, and a leverage factor Tie9question is

whether the ITF substitmtesn i es t hat Do nor 6sThevsuhbsidyds shlibbetakreniffe@nt lerdiersdon thenk psig a y

of their respective refinancing rates (e.g. for KfW intervention rate of the German Treasury, for the EIiB mefpi@tg). ratisof
mechanism, howevenot transparent to other parties.

TA representin35 grant operations as at 5 Julyseppbyts different stages of project preparation and implementation, er ables proper
project planning and preparation, and develops capacity. However, there is not always a systematic lirdntofkerihrejewirgivestm
there is no strategy as to what the ITF seeks to achieve in grantipgiisdappart the early grant operations

Insurance premia had not been usethascat off period for this evalpptitentiallgue to lack of clarity rdgey how it could he
applied to projects. But some PFG members see a potential growing need for risk mitigation instruments of this kind.

There was one exampleRifecGrantas at 5 July 20This one examplawevehnighliglsthuge potential to generate leverage ¢ ffect
and tattracprivate funding (although the one case may not be representative overall).

ITF has also been effective in accelerating the financing of regional infrastructure projects due sratfleyefifityeandes
Many stakeholders emphasised that the ITF generates additlonaéddministrativeden.

3.2.1 ITF funding leverage

The most recent @ifhual repazbntains a calculatiolTéfleverage since 2007, wash27 (total famcing) andZ (PFG financing)

as at 31 December 2Gd9shown in Tabldtds worth noting that as at the end of the evaluation period (5 July 2011), the ITF achievec
leverage of 12 (total financing) and 6.4 (PFG fiflaedinghcial leveragedfis defined as the catalytic effect of a grant amount in
mobilising ngrant investment in a proygath has reached its investment gi@dse calculated by dividing the overall artiwnt of

cost of thogwojects by the amount of ITF related grants.

Tablel - Leverage effect of the ITF funding according to ITF agpos(figures at year end)

Leverage effect on tote ~ Leverage effect on PFC

financing financing
Cumulative 12,7 7,2
2007 34,6 14,9
2008 11,2 3,9
2009 14,9 9,1
2010 10 7,3

Source: ITAnnual Reports
In terms of the 10 case study projects, the following results regarding leverage effect were observed:
Table2 8 Leverage effect of 10 case study projects

Projects in their investment phase

Project ITFQ m TotalProjectCost(l i Total Leverage
Caprivi Interconnector 15(IRS) 302 20.1
Beira corridor 29(IRS) 189 6.5
Port de Pointe Noire 2 (TA), 6.6 (IRS) 128.4 14.9
BeniATogo Power 12.25IRS) 73.2 5.9
JKIA Extension 5(TA) 184.2 36.8
Rehabilitation of Great East Road 25 (IRS), 1 (TA) 250 9.6
Lake Victoria WATSAN 14 (IRS), 8 (TA) 212 9.6
Seychelles Submarine Cable 4(DG) 27.2 6.8
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TOTAL 121.8 1366 11.2

Other projects (not in their investment phase)

Project I TF ( 0 m TotalProjecCost( U m Total Leverage
Ruzizi Il 4.2(TA) 460 109.5
Satellite-enedecine 4(TA) TBD TBD
TOTAL 8.2 460 56

The above table shows total ITF grant operatiddsmfith or a total project cosild2@n This results in a total leverage effect of
11.2 for projects in their investment phase, and 56 for other projects (not in their inheshisesemdesbe 10 case study projects
are representativetiod entire portfolio given their territorial and sectoral coverage, in addition to douedifterenft ttypes of
instruments, and overall leverage effect.

Many interviewed stakeholders have stressahiinaimerousase studgrojectsnaynothave gone ahead, would have faced delays

or would have been significantly reduced in scope in the absence of ITF funding. Even if the project coutie lebsegomnefahead, t
ITF funding would have forced the promoter or project sponsocedairclgsgents of a project over others, encouraging an isolated
project approach, rather than a programme approach.

On the Caprivi Interconnector and Corridor Project the ITF is deemed by project promoter Nampower to haveahden both additic
instrmental as the project might not have happened if it were not for the extra fuBSdimtadyaitablease of the Great East Road
Rehabilitation in Zambia, parts of the investment would not have occurred witiiouh the I€F woul d have been m
works contracts the Kampala Water Lake Victoria WATSAN project, isolated lots would have had to be prioritised rather than adopt
integrated water management approach.

ITF has also been effective glaaating the financing of regional infrastructure projects due to its flexibility and uncomplicated procedur
Many stakeholders empkdsdisat the ITF generates very laddétbnal administrativedenAlso, mject promoters appreciated the

shot timeframe for the availability of ITFartidsiarly in the case of the Beira Corridor prgjemtndtke approached private banks,

which required long periods of evaluation, and the World Bank was not in a position to offer fyotiteiHidS®Mo bkeady

pledged. EIB, via an ITFfik&the gapreducinthe approval period.

A wide range of stakeholdensy financiers pieoject promoters, agree thdt fhidieXikility through the blending of loans and grants,
technicalssistance artie IRSas well as ttability to applleir own procedures without adding administrative burden, is the greatest
added value of the ITF.

3.2.2 Effectiveness and added value of ITF funding instruments

Case study analysis

Value for money for Den®rclosely linked to added value sfigpbrtDonors want to ensure that their contribution to the ITF is not
providing free money, and therefore want to know that the ITF is providing value above and beyorndediabcoattdyefyonding
sources. The analysis of the added value of the ITF for each of the 10 case study projeétsriexdrgsamtesLimmarised below
In building the case for ITF intervention fmogsgtive have sought to take into consideration the amifterfsictering what would
have been the case if ITF funding had not been.gdropdedular we have looked at the following factors in determining value for
money:

reviewed which HBRG cdinancierarerenvolvdin the given project prior to ITF intervention;

previous involvement of PFG financiers in a given project, i.e. maturity of project at time of ITF intervention;

the purpose for which the instrument is being used;

the availability of private financinactiseness of market, and

financial contribution of ITF as a proportion of total project cost.

Table3 8 Valueaddedand importance of 10 case study projects

Project Comment on vakededand importance of ITF

Caprivinterconnector IRShas been partly given as an upfront paymehewhichimpacted total disbursement, but impact has b
greater
High leverage effect but predominantly public funding
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Project Comment on vakededand importance of ITF

Ruzizi Il TA component small compared to total project cost
Nonfinancial leverage in terms of strong interest from a nuralier tié€thnical studieere complete
According to stakeholders, projectmadgtthheadvithoulTF funding technical and institutional capacity st

Beira corridor IRSusedo meet HIPC conditionality
When calculating fAtr ue the dresence ofatgee finandert/ed is projeah priort
ITF intervention
It is debatable asathether World Bank funds should be included in lexgatige cainsidering their long tern
presenceelated to this project

Port de Pointe Noire IRSprovided throudimect loan to PAPN (Porte Autonome de Pointe Noire)
Project promoter expressed belief thatfulthave been procured from elsewheBeieggional debt markets
but may have r erseuwalltoe dapipr csacmhor e fipi ece

BenirTogo Power IRSusedo meet HIPC conditionality
It is also questionable as to whether World Bank funds should be included in leverage calculation cor
term presencelated to this project

JKIA Extension TA grangiven to suppé¢ethnical and capacity building
Perceptiothat loans would have been forthcoming without ITF intervention
It isdebatablas to whether World Bank funds should be included in leverage calculation considering tF
presenceelated to this project

Rehabilitation of Great Ea No private secteverage
Road Blend of TA and IRS

IRS to meet HIPC conditionality

LakeVictoria WATSAN Absence of ITF would have reduced scopeafrwdrksr e sul t en@ aill ® m@mpe ofagihe c
IRS to meet HIPC conditionality

Seychelles Submarine Ca Only direct grant magehe ITF to date
3% dividend to be directed towards soeiabmhispending imelocal community

Private sector involvement

Satellite-eedecine Value adetidifficult to determine given nature of 4 horizontal studies

On the whole, vahdkdis deemed variable according to the individual circumstances of the grant epdeadiapp&@isienore
evident for the Caprivi Connector and Ruzizi Ill, and less so for Port de Pointe Noire and JKIA Extension, as example

Furthermore the analpjses | ed t he evaluator to question t heguldpresaneo
of other DFIs and role in the projects prior to the interventiom dhikhédi®e provide a recommendation to reviedetitegion of
leverage effect.

Instrument level analysis

Anassessment of effectiveness, value added and value f®mpnoeitsd in this chafaereach of the four instrunmerddable
througlthe ITF:

Interest Rate Subsidilke provision of a grant amount to a participating lendehenenatede lorgrm loan finance available

evel

in flexible ways that reduce the total amount of debt service to be paid by the borrower. Such subsidie$ieanpfienefore be app
or aver time, and will be granted so as to avoid market distortions. Financing operations benefiting from iméirbstirate subsidies

line with the EU position on debt sustainability in Low Income Countries.

Technical assistanireluding preparatooykafor eligible infrastructure projects such as environmental impact assessments, project

supervision and targeted capacity building (reinforcing the technical and administrative capacity of local staff in Africa).
Insurance preméasdefned in Article2.4 of the BHi i msiade ifuading of insurance premia necessary to ensure the launch of

i nfr ast r uThis defingionpvassybseguenslycclarified by th&BgExGontan support with this facility mitigation

measures covering praedteholders and Project Financiers on all kinds of risk, thereby fulfilling an important catalytic role to mobil

financing for projectshth.
Direct grasitplanned for project components which have substantial demonstrable social dresrafitemmenpabject
components which can mitigate negative environmental or social impacts.
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These instruments can be provided individnalombinechanneiforthe financing of re@ianfrastructure projects. See Ahdex
for a complete list of projects that benefit from one or more grant operations.

Each of these instruments is discussedbelever firstiye wilexamiathe risk of ovsubsiting andrdouble subsidies.

In all public lending there is a risk stibsetising. Most PPPs around the world at some point have been criticised for allowing parties
earn excess profits when compared to accepsaiflpublie sector retunrthe case of the ITF instruments, this risisobsiadésing

is loweras often the projects are targeted at public sector.gn8tetsoi@ned utilities), where any-smmidycouldbe recycled

elsewhere to the public good.

The ITF has to date been used to work alongsitbmatiiendirgpurces In most cases, the lead financier (and others from the PFG)
has decided to makéoan to projeats their own accquartdsubsequentiie ITF has provided additional sugipgrthe instruments.

In the case of TA, grfandindgrom the ITF has limited potémtiabult ia double subsidy. TA is typically used to improve the project
preparation or to focus on moreféadive and efficient procurement. In thisAcaseally drives efficiencies in subsidies and
minimises the poteritadouble subsidy

In the case of IRS howevepdtential fatouble subsidygeeater With respect to the IRS, this is currently utilised to cover a portion of
the interest pagnts on the loans from the PFG memberadd$his r t her subsi dies to those that
(although some ITF members do not do any IRS on their, camal lisanspsidered part of the overall structuring of financing for
infragructure developmeTihe question is also whether the ITF sulstitutes e s t hat Donor 6sinfagallithd have
resources within DFIs are both fungible and limgalsi@irdas split between the different lenders on thehe#asiesgdective

refinancing rates (e.g. for KfW intervention rate of the German Treasury, for the EIB refinancing ratehsfnitscbapiisinetc). T
howevers not transparent to other parties.

3.2.2.1 Interest rate subsidies

Figure 2resents the external factors influencing the ITF expetsghdraughout the overall grant operations stages with the IRS
mechanism:

Figure2 8 IRS causal chain

Political and
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regulatory
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Source: Ernst & Yoanglysis

Table 4ssesses, for each expected output of the ITF, the cttiR8las madewardsts achievment, based on case studies
undertaken

TableddEv al uat or 6s assessment of I RS contribution
ITFExpecte@utpig Effectiveness of the IRS mechtmatrhieve the output Eval uat.
assessment
Mobilisation of resources fol +

regional interconnectivity
infrastructure projects

Increased collaboration IRS can be coordinated with project preparation facilities in order to limit the risks neutral
between African States and financing through TA studies. The nature of the instrument also favours coopgnaticiebe!

European donansthe area of
infrastructure development

HowevelRS isalsoa mechanisrthat posesisk of ovesubsidisinglue tointernalkalculatior
processes and mardhmst are natisclosedmongst financieddten for confidentiality reasor
line with banking practices
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Increased loan finance IRScangenerate important leveragesffR& have generaggnificant investments resulting neutral
mobilised from European 12grant operatiofts an amotimore thafil 56m

Development Finance
Institutionsherebyeveraging
additional finance

Howevemithe frame of the ITF, IRS only leverages public funding.

Source: Ernst & Yoanglysis

IRS constitutsa fundamental aspect of the ITF activities

Many stakeholders stressed that the IRS is a fundamenttiespRzra€ularly in relation to HIPC countries and maimatgby the
sustainability obligatimsefaasfor manyHIPC countrieisis essential in order to make financial institutions willing anesiile to

Africa. . In HIPC counttlesre is a minimum concessionality afe38%t (the financing must have a minimum of 35% grant element
and therefore the country governments would not have been able to borrow without an IRS to bring the grantemuimednent up to th
level. IR8Iso providésomforito financiers to increasesibeof the loan.

The below table shows the projects that have benefited from IRS gsaa$ epdratidy 2011, and have also cited meeting HIPC
conditionality requirements as a justificéttiegyfant operation.
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Table5 8RS applied to HIPC countries

Project I TF ( Gm TotalProjecCost( 0 m  Total Leverage PFG leverage
Felou Hydropower Plant 9.3 102.5 11 4
Beira Corridor 29 189 6 2
Benin Togo Power Rehabilitation 12,25 732 6 4
Rehabilitation of the Great East Road 38.7* 246.6 6 5
Kampala Wafietake Victoria WATSAN 14 212 15 12
Access to Douala 5.7 60 11 11
Tanzania Backbone Interconnector 243 374.6 15 6
Mauritania Submarine Cable Connection 15 21 13 5
TOTAL 134.9 1,278 9 6

* represents 3 separate IRS grant operations, which have been summed

As can be seen above, thereightprojectsolutof a total of 12 IRS grant operatibesg an IRS hbesen applied to meet HIPC
conditionality borrowing requirements. This representil@4ddalrofjrant operationgptalleverage factor of®d a PFG leverage
factor of.6The leverage factor of grant openatigyes fromt6 15(2 to 12 for PFG levera@egrefore compared to the overall PFG
leverage effect of 6.4 as at 5 July 2011, IRS to meet HIPC conditionality bghalghigivele\eerage effect.

Howevein the case tRS, thepecific contributmfrthe TF fundingwards project outcoiseot always obvious as it is hidden within

the donor financing. In the case of the Kampalal\Akaeyictoria WATSAN projectR8leasfacilitated@dditional investments.

According to intervideans ofboti30mwould have been providesiead of tli4m actually provided, includinid4he IRS grant

from the ITF. The World Bank could have provided alternative funding, but this could have added complexityr@spag @forld Bank
thePFG. Undé¢he Ugandan Government strategy, 39% concessionality was required, meaning that the loan would not have been apy
in the absence of the IRS grant operation.

Another particular success of IRS is the flexibility of the ITF to modify its rules by ajleéniRS to be taken
upfront

The Caprivi Interconnector project obtained special expnpiddRS8 as an upfront rate subsidy, which has effectively been
deducted from the loan amount up front for monies from the EIB and KfW (looking more) likitheABibe ot €&fgimty support across

the life of the project as per more normal IR8 fidmWhile this has not impacted the total disbursement fromfihenti&, the
impact has been greater. Calculations are that RS @fctually waiBim as a consequence of the upfront disbursement.

There are advantages and disadvaofagdront payment like in this specific case. The advantages are:

WUpf ront payment allows for quicker di sbursement of the fun
remainingithirthel TFfor long periods and.

lIt has the effect of providing a greater subsidy, by increasing the Net Present Value and the Internal Rate offiReturn on a project.
Table below shows the impact offentipayment based on a simplified case.
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Table6 6 Upfront payment impact

Assumption / Output Value

Capital Cost of Project USD 100m

Interest Rate 8%

Repayment Period 10 years

Capital Repayment USD 10m / annum (assume stiaghépayment, i.e. equal amounts

year until capital is repaid)

Operating Cd5t usD2m / annum
Revenue USD 20m / annum
Total IRS Available USD 20m

Project NPV (IRS Smoothed) USD31m

Project NPV (IRS Upfiont) USD35m

Source: Ernst & Young, example calculation for the purposes of illustration.

In this case, tlimpact of an upfront IRS is around 12% on NPV, and would add significantly to the financial and economic case,
not impacting on the actual amount of funds disbursed. Additionally, there is the potential to allow fach@vertbelsselies to
resuli in the case of Caprivi, this could have been achieved, by lowering the amounts of the loans.

[The disadvantages are:

llt reduces the control the ITF has over a project. Once money is disbursed, there is limited contirolestenehemomiject /
forwards, and, in the event of a real problem with the project / Investment, there could be considerabigalepitgmgenn obtaini
(although this is the true of other investments also)

It could excessively subsidise a project and allow for additional profit to be taken. However, in the case of Caprivi, the potential for
excess profit has been limited through the creation of a fund into which (through a set formula) additiohatofit must be pa
recycled to improve elétraccess in Namibia.

Overall, there is a clear financial and economic case for using IRS as an upftoifgtieymant. sontkisadvantagethesecould
belargely manageable.

IRSis however criticisd by some stakeholders

Almost all the IRS granted projects concern the energy and transport sectors, as in two of the case studieg projects (the !
Interconnector and Corridor Project in Namibia and the Great East Road Rehabilitation project in ZambiaprOgrignbee ilRS has be
the water sectand irthe ICBector

IRS does have the potential to distort financial roatkatsy where privately raised funds are applied. As discussed above, the IRS is
currently only applied to loans provided by members of thE RFGs subsi dy is wuswually calcul ate
of interest and the loans provided.

However, perhaps as the ITF evolves into providing support to private entities / sponsors and in cases whiemdimgris commercial
used there is the potential for more distortion. Commercial funders will generally price their loans at soteebiataliste(@vant in

LIBOR or JIBOR), plus a margin to reflethisstould be country risk, project risk, credit risthetpoirtt of financial close, these
interest rates are generally fAswappedodo t o alelloanw If ommercialor r o we
lenders are involved in providing funds, it is possible / bketydbasideration of the IRS will be given in the terms for the loan and
consequently, these banks may seek to inflate the rate of margin above thHeamenadatantbthen gain additional profit not on the

loan that they make, but on the selapTisis would not be apparent to members of the PFG and would be difficult to protect against.

3.2.2.2 Technical assistance

Figure Presents the expected outputs, as defined by the evaluator

3 We assume no inflation on costs or on any other revenue or capitaplteitys for si
* This assumes that the IRS is paid in equal amounts each year and is deducted from the interestathizngyeapital each year
* This assumes that the IRS is drawn down to cover all interest payments in full in the early years until fsunzts tame zes oh@viRSh in this case is during year three).
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Figure3 0 TA causal chain
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Source: Ern&tYoung
Tabler assesses, for each expected output of the ITF, the ctirarithd@idamechanidmas madwowards its achievement

Table7r-Eval uat or ds assessment of TA contribution t

ITF Expected Outputs Effectiveness of the TA mechanism to achieve the outputs Eval uat
assessment

Mobilisation of resources for regione TA represents the majority of ITF grant operations (72%) but only 27% of th +
interconnectivity infrastructure projer amountt has enaldéhe ITF tenrictthe project pipelinésearly years of operation.

Increased collaboration between Afr Therenave been examples of challengesriinatinBA,evidenced in tieplication o neutral
States and European donors in the ¢ taskdn thecaseoft he i Gr eat East Roado projec
of infrastructure development on projects also financed by thegbEcurred (4 projects).

Increased loan finance mobilised fra The leverage effect may be limited when TA is too far from investment (9 out 2: -

European Development Finance not linked to an identified invesatheittmost of these were at an egdyddtthe ITF
Institutionshereby lexagng additional TA is in theory able to encourage private funding by enabling the environment
finance of PPP structurjrigt TAgrant operatiohavenotfinanced such initiatives

Source: Ernst & Yoanglysis

TA grants are perceived @&sucial by many stakeholders as it enables proper project planning and preparation to
occur.

TAhas allowed consideratioch focus on all project elements and resulted in a programme rather thaimgeegittHevidiF was

not available, severadjects would have focused on only specific components. The ITF allows them to engage consultants as and v
they need them. It also enables promoters to packaghdunsm for planning and tender documents, and longer term for capacity
buildingTA has added flexibility to be able to accelerate certain parts of the project when required.

For théruzizi Ill hydropower plant project, the TA studies financed by the ITF, encompass technical, environmental social and
institutional and financial aspd¢he projects and even its bankability. These TA funds have also been instrumental in gathering
international and bilateral development finance institutions around the project.

In the wake of the EU and the ITF technical studies, the WorldHards thellas numerous bilateral development organisations,
have expressed their interest: KW (Germany), AFD (France), FMO (the Netherlands), CTB (Belgium), DBSA (South Africa), ADA
(Austria), etc.

The Thas also helped the project promoter an@d¢isorhaking organs in the choice of the best financial arrangements and
shoHisting and selection of preferred investors structuring of the PPP model for managing the operation it ttegpfiedject, raising
and signing contracts betweenwes ptants operator and major clients.

Forthe Port de Pointe Noire prdjact,also proving instrumental in improving the management of the Port authority and thus
decreasing the credit risk for the lenders.

In Uganda, for the Lake Victoria WAKSAINala Water project, the TA has been used to develop an integrated master plan for
project preparation, study of different options and hydraulic analysis (notably the consolidation of watetesplhmsgastewater mas
towards integrated master planmdndjagnosis, restructuring and modelling of the entire water distribution network of Kampala).
Therefore, TA is helping to improve knowledge related to the wider impacts from waste water, climate chesgatued other variabl
than financing isolagethll projects of a lesser impact.

Furthermore, TAs enabled feasibility studies to be undertaken or updated, reducing project preparation and implementation delays.
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It appears that there is no particular strategy as to what TA is intended to actliemegh the ITF

Most of the TA grants have been used to fomdspment phases of the projects (feasibility studies, engineering studies), On the 34 TA
grants analysed (grants approved, completed or cleared in pdobipk®HE, with availalgest descript®)nl18 focus on the
financing of ppeoject implementation activities (feasibility studies and environmental impact assessments).

Whilst TA represents 27% of the total funding amount, it represents the majority of grant dperatiapshé’2¥plained by the
relatively small number of projects and actual opportunities for financial institutions to be involved &rah visiialstrwitire Afr
projects, as well as the pressure to build the pipeline.

Due to thisoncentratn of grant operations towardh&@ATF is regarded amongst some stakeholders as a project preparation facility,
which is not its intended nature and does not correspond to its objectives. Of the 34 TA grant projects graipivaokrafiaoncern
financing advisory services for projects with investment yet to be identified.

Capacity building is important, however it is not always linked to an investment (of the 10 TA grants fied linkesthoean, iderfti
them have a focus on caphaitding ECOWAS Electricity Regulation, Mozambique Backbone CESUL, AXIS, Capacity Building fo
BOAD).

WhileTAcan take many different forms with varying levels of effectiveness, and taking into account that TA reprelsents 72% of the nu|
grant opations, the ITF should deteritsifecusireasThis is all the more important, considering there are other facilitieBAwhich offer
funding which may be potentially overlapping wilste3€Etion 3.3.1)

3.2.2.3 Insurance premia

Thecontribution of thrsurance Premium mechaioisards expected outputs cannot be measured atdbihstade ontynegrant

operation that has been Cleared in P(@tH)leAs such at this stage conclusions are hard to draw and commentary is based on
interviewsnly.

yo T AAEAT EOI EAO AAAT OOAA 111U 11AAS8

Insurance Premium (IP) mechanisnotieedn used as at the end of 2010. KfW submitted the first grant request for an IP type of gran

during the 16th ExCom meeting of 23 Marébr 204.1Kainji Hydropowejelt in Nigenahich was cleared in princigeCom
requested, th@dtt he PFG prepares a paper on risk mitigation mechanis

At the time of submission, the ITF application indicated that there were two approaches to determining tfiebpssmiiomapproach
value from earligitha European Export Credit Agency or commercially. The application fiidfatemthgitnclude the insurance

with a European export credit agency, then the premium amount would be(rZitBe&snani&dl/ had to pay for a commercial risk
mitigation instrument, then the premium amount coultbo® up to

KfW stated thatitwastau al | 'y Kf Wés senior management who requested this
was put forward was the extremely high risks related to Nigeria, which made a loan financing without enask impigsgibfeinstru
Kf W insisted that, even though other alternat raatee paympdants,ons | i

debt reserve accounts or project finance mechanisms existed for other projects, such options asbéehiowehismmojefet.

...but might meet growing needs for risk mitigation in the future

AFD representatives supported KfWbds initiative aticigateexpl ain
growing needs for risk atitig instruments, not only in IMF constrained countries. AFD therefore considers this request as a poter
precedent for future projects.

The reason for the lack of use of the IP is believed to be a combination of lack of awarenesslitggarditegktokligierstanding
as to how it can be ugediscussion on the trend towards increased use of risk mitigation instruments is praddedhanSeetion
instruments of this type are valuatdee needs to be dbgehe IFT to develop their use.

3.2.2.4 Direct grants
Table8 providesraassessment, for each expected output ofdingaéTéontribution of the Direct (Br@ynechanism

TableB-Eval uat or s assessment of DG contribution t

ITF Expected Outputs  Effectiveness of the Direct Grant mechanism to achieve the outputs Eval uat t
assessment

Mobilisation of resource Only one operation of this type has occurred as at 5 July 2011, resulting in a limited i -
for regional mobilisation of resouréagthermore, the one project relates to a national project with an dr¢
interconnectivity impact.

infrastructure projects

Increased collaboration +
between African States
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ITF Expected Outputs

Effectiveness of the Direct Grant mechanism to achieve the outputs

Eval uat

assessment
and European donors ir Direct grants, by allowing States to bring sovereign guarantees, may ensure the participatic
the area of infrastructur  sources in thEojects.
development
Increased loan finance Direct grants have the potential to generate significant leverage effect, with the significant a +

mobilised from Europea directlyo the project.
Development Finance
Institutionghereby
leveraging additional

finance
participation was agreed.

However,ndy one grant operation of this type has a=atréduly 2011

The unique case of DG has allowed sppudie partnership to occur, by contributing to the go
share in the consortium. In this case, EIB amuhAdDBete definitely approved only once t

Source: Ernst & Yoanglysis

Direct grants, which are limited to environmental and social projects, meyeratelarge leverage effects, but

this mechanism hasnly been used ooe.

TheDGhas been used for the Seychelles Submarine Cable project. It has been awarded to the Seychelles governrteent in order to c
the financing oP®Pinvolving the government and two private companies. The amount of the grant represents 10% of the total amot

the project. The leverage effect of this direct grant is thekddovevieigthis high leverage faetgrot necessarlbgrepresentae

of direct grants in general.

The SeychelleH'F grant was critical in order to allow the implementation of the project. Without the ITF, the Seychelles government

have had to fund the missing amount with its own resources which woukbHavihgedelafscreasing the cost of the project

With regards te social dimension of the project justifying the grant, the ITF has required that 3% of the government dividends fro

project results will have to be used fmmuorercial IC&wlopment initiatives, such as linking schools to thélmetanitoring or

control mechanisms to check this condition have been estttiish&& rgingon the monitoring and control of the Lead Financier.

Figure fgresents the exterfaattors influencing the ITF expected pudpotsed by the evalyédothe Direct Grant mechanism, based
Cabl

on the ASeychelles Submarine

Figure4 o Direct grants causahain
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Theexistence of only afigect grant tends to stestiser dack of demand for this instrumnenpoor understargbf how it can be
appliedHoweverin the only case when this instrument has been used, the ITF had to createvaéicifieanditions in order to
comply with its own criteria of attribution. Nevertheless, grants can be crucial, in allowing the finananegsifipvegtaterbat

grade, but realisable with the assistance of a grant element, ensuring that grants are not wasted on projents et taanisenefi

andthat projects do not matezidlie to lack of finance.

3.3 ITFinternal and externatoordination

EQ B3: To what extent is the ITF coordinated between Financiers, as well as with other instruments and initiatives that

exist for African regional infrastructure projects?

Mid -Term evaluation of EU-Africa Infrastructure Trust Fund 1 Final Reporti May 2012

32



Evaluation of the effectiveness of the ITF in achieving its objectives

The ITF has sought to develop a unique identityiifraginactuie termsf its regional interconnectivity focus and its bIendir:t
money with long term loans of European financiers to leverage additieredlratsr fintle iTF to beomplementary with o
existing instruments.

There is an interdependeriaegional infrastructure projects on other projects (such as national) and initiatives (powe
corridors, RECSs).

The ITFSecretaridtasdeveloped close aneffective collaboration with instruments {REPABnwider African iditres such a
the(ICA)Cooperation activities Haeen pursuemich as the GIS, which is a project pipeline information exchaFige bigidight s
a good level of interconnebdtween the ITF and the relevant political initiatives whicheonttiibo t he | TF & s

of grant
er

pools, transy

redi bi

The ITF has provided an opportunity to bring European financiers together. This enhanced coordination hasotakéminzace through
efforts across 48 grant operations, more than 20 ExCom meetings, and numerath&®FEGveestiategic and operational isisues,

and implementation challenges of regional African infrastructure projects.

Regarding the coordination of PFG aRB@&anembers involved in the same projects, the effectiveness of liaison procﬂrduEs relies on

Lead Financier and on the indivi (bucldsinformationsitating prdacedtires eresi

vigit§) n a n

as well as difficulties (limited coordination generating delays) have been observed, butpatoregéitdrepsative stakeholders in

the projects tends to ease coordination between them.

3.3.1 The ITF has sought to develop a unique identity in African infrastructure fundingsand

complementary with other existing instruments
There are a large numbeciitiss which are aligned (in part or whole) to the ITF.

Figure presents thecopepositioning afselect numbeirfatilities fundindgrastructure projects in Africa.

Figure5 0 Selectedacilitiesand theistageof intervention in the projects lifecycle

DEIEIEDIIED

AFRICAN CATALY ROWTH FUND

PIDG IntfraCo Africa

WATER AND SANITATION PROGRAM

Source: Ernst & Young based on public documentation

Many different instruments or facilitisgrfiladctivitieto meeffricd s s i igfrastrdcture devetopmeptsThefinancing needs

for infrastrugte in Africa make all the existing funding sources (about 50 project preparation facilities available)faoaglementary insc
needs exceed capacitiEspite this there are opportunities for rationalisation of existing fac#itiesentiiclmg reviewed by the

ICAthrough the AfDBhisdedicateceview will examine miasyesncluding the average time for implementation, sector, geography, and
contribution to existing stratéigieee is currentljimited overvi@s to what each of these instruments is designed to achieve and which

is most appropriate for a given set of @rmavsThe ITF is one of the few facilities which focuses its activities on regional projects,

however.mongst those analysed:
Only theNEPABPPF acteegionallflike the ITF);
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The PIDG TA Facility and P&\kmited to funding TA projects and intervéméhgargparation phasend usually at a high

level (e.g. policy stages).

Other PIDG and IFC facilities support thes@cheatie financing infrastructure pi@|BetsDevCo for instance provides funding

for expert consultants to prepare projects for private {fividstneat on supping private sector investt).

Other PIDG and IFC facilities support teespatatin financing infrastructure projects. PIDG DevCo for instance provides funding
for expert consultants to prepare projects for private investment (technical assistance focused on supipegaigeptivate sector

As regards the other EUrfigridstrumentse ACEEUWater anACREUEnNergy Facilities have been introducecontéxef

the EU EDF. These facilities are related to national programmes and are-fizedqa@aatsi®20m tai30m.Concerning

the RIPs (Regional Indicative Programme) and the NIPs (National Indicative Programme), their scope of oadarention is much bt
than infrastructure development. However, infrastructure development constitutes a significamtt RHrs aritieNdiftere

objective®©ne obstacle however could be the implementation timing of these initiatives, since for example, RIPs are set forth for
years, meaning there is less opportunity to incorporate new projects.

As an example, the Benin NIP riigkesf r ast ructure and regional interconnectic
Africa includes among one of its four priorittoleso the fide\
connections, no coaton nor at the RIP/NIP definition stage, nor during their implementation, between the RIPs and NIPs and tt
ITF despite this common scope of activities. In theory, RIPs are able to provide technical assistance grahnts to support regio
infrastructuregjects in Africa and thus facilitate ITF projects development investments.

3.3.2 There is a dependence of regional infrastructure projects on other projects (such as
national) and initiatives (power pools, transport corridors, regional strategies), but nafgpec
coordination mechanism is in place.

At the sulegional level, Africa's RECs comprise groupings otoopetidistp address joint development issues, atwl Givase

free trade blocks and customs unions. A key responsibility isndeadde#sging sector or regional specific issues such as river basin,
power pool and transport corridor managemsat.activities are coomlihaisnational projectshich togethémpact regional
developmenAAs an example, the Tripartite of COBMEIBADC is seeking to coordinate and harmonise the Regional Transport Master
Plans, the Regional Energy Priority Investment Plans and the Energy Master Plans.

As mentioned aboegional infrastructure development (and thereforenbbagitaityesfahel TH is dependent essentiahational
projects, which do not fit the eligibility criterion for ITAsfandingordination is key to ensure that national projects add to the regional
context, for example powes pElglon national generatf electricity to allow fordatarection, similarly in the context of transport.

Within the context of the ITF, the RECs specific role is to address regional strategies, harmonisation gicheboedunationf re
and standards. Considgthis level of engagement, the appropriate level of involvement in the ITF is at the Partnership Steering Comn
level.

As regards the EU Delegations in African countries, their involvement and knowledge of the ITF is limitegodekbjiéaghe role th
through their lokalowledge. More generally, the lack of EC representatives within the PFG reduces the opportunities to coordinate tt
with other EWfrastructurmstruments in Africa (see further analysis on this issue in thetegdiotheekffectiveness of ITF
governandeevaluatioguestiorB4 Sectio.4.

3.3.3 Attight and effective collaboration between the ITF and the NEPAD IPPF

The mandate of the NEPAD IPPF is to assist African countries, RECs and related institutions to prepare éigigiguality and viabl
infrastructure projects and programmes, develop consensus and broker partnerships for their impleerangatidis itheebuae

Africa's economic marginalisation by ensuring sustainable regional economic development and integratiomtoraugfricaoperation a
countries, donors and the private sector.

Cooperatiobetween the ITF and the IPPF have belmpeevFitgtthe ITF is designed to act downstream of a project whereas the
IPPF works upstredour projects are currentifinemcedviththe IPPHR-urther working-aperation is in place sucjoias workshops

have (edlarch 2010 when the AfiBthe EIB worked togetiresome projects like the. GI8%e working relationshipse also

been set up between the IPPF staff and the ITF Secretariat.

3.3.4 An effective cooperation within theontext of the ICA

As introduced émaluatioguestiorA2 (Section2.9, the ICA acts as a catalyst by enhandmg c el erating the devel
infrastructure. The ICA also works to help remove some of the technical and policy challenges and barrné&astoubtuldirmgndore i

to better coordinate the activities of its members and otherseignoifisasf infrastructure finance, such as China, India and Arab
partners.

In practice, the ICA ensures the coordination between the DFIs involved in infrastructure development enE®@idalaingell as th
together the83G5 initially) WB EC, EI B and Af DB. I't appears that the EIB
activities (such as working groups, forums etc). The ITF is clearlyeiCikeadlifior scaling up the infrastructure finanaag in Afri
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The effectiveness of cooperation between institutions involved in infrastructure financing in Afifcavesytiaide hese of the

GIS. This toethich is beinget up between the EIB, ITF, AfDB, IPPF and the ICA Secretariat is isieal psopeceg@ipeline
information exchange sysienmentioned elsewhere in this.r&p@stconcrete example of cooperation among the main financiers
illustrates the effective cooperation that has been established.

3.3.5 PIDA as a road map for infrastructuldevelopment strategy in Africa

PIDA is a contingvitle programme to develop a vision, policies, strategies and a programme for the development of priority regiona
continental infrastructure in transport, energpuimdasy water and I6ZEed oa wide range of consultation at all levels.

PIDA mergevarious continental infrastructure initiatives, such as the NEPAD Short Term Action Plan, the NEPAD Medium to Long
Strategic Framework (MLTSF), and the African Union Infrastructure iMaatsePlarie one coherent programme, covering all the

four key infrastructure sectors. Halfigvelopdan infrastructure investment programme at short, medium and long term, built around
key prioritiesThis plan is accompanied bynatementaticstrategy and priority action plan. PIBé&weilashe AU/NEPAD key
planning/programming document guiding the continental infrastructure development agenda, policies, andinnthestthexts priorities
mentioned sectors for the-2030 periodt will also provide the muehe ded fr amewor k for engagemen
partners willing to support regional and continental inftastructure.

However, several interviewed stakeholders expressed concern that PIDA, althoughnbshgitegia fedevework for infrastructure
development in Africa, would not actually brivglagdstdproject lexetl improved-oadinatian

3.3.6 The effectiveness ofcoordination between PFG financiers has been enhanced,
howeverreliesstronglyonthe LAA & ET AT AEAO AT A 11 ET AEOEAOAI
staff

The ITF has provided an opportunity to bring European financiers together. This enhanced coordination hasorakémirgace through
efforts across 48 grant operations, more than 2hé&e@ms, and numerous PFG nsdhahgover strategic and operational issues,
and implementation challefogesgional African infrastructure projects.

Lead Financiers are responsible for-tiniSnatiarEffective coordination depends more on the individuals than the procedures in place.
The PFG has not establishedpd¢ific procedures to be used for the coordination with othdn$irett;srh. projectsesits own
coordination mechanismsm#ipg on the financiers involved in the project.

In the casTogof Piolwerid Remiami | i tati ond gndKe\W lacetratidnaldthe warkert anc e,
exampleThey have split the work for procurement. More gexiepatigtizes observed in terms of coordinatioARK@ members

include common fielddiba visits, definition of a regular frequency for progress meetings, and regular information sharing (by email, pl
or videoconferences).

Liaison between PFGnbers and othi@mancial parties to-Blipported projeatsy be complicated by the fact tHatt¢rreoften
onlyinvolved in one projecftirdhcial parties (not part of thetR2w€&Yeen involved indbjpportedrojects (35 projects approved
cleared in principlgb July 2011These are mainly natignaernments, or private companies managing the infrastructure.

Tabled 6 Number ofrant operations institution is involved adinancier

NonPFG Financiers involved in more tha Involved as dmanciefNo.grant operations)
project are institutions well kitowime PFG
members and with miteywork regularly World Bank 8
For instance, as shdw the table on the ric DBSA 3
the World Bank is involved in 8 projects ¢ IEC 2
DBSA in 3 projects. —
European Commission 2

Coordination effectiveness is assisted by the fact that most financing institutions/agencies regularly wock totpedher, know ea
procedures and ways of functioningaatveloped relationships among theiitbiafthe PFG and #&G membershis is true
within the ITF but also outside the ITF frame.

However, these are challengeghe case of tBeiraCorridor project (which involved five finandets)ation was not strong and
through our interviews it is apparent, resulted in delays to this project.

3 African heads of state recently endorsed the launch of RI&A Afriben Union Summit in Addis Ababa in February 2012. Heads of state welcomed the PIDA programme
and noted that its projects address a key ga pgotlls#otenhanceltHe paystegmton of Afidch, bdost a 6 s i nt
intraAfrican trade, and raise African competitiveness in the global economy.
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TablelOshows the numbefirdinciers involved per project (based on the 35 prjjectedr cleared in principlé&daly 2011):

Tablel06 Number of Financiers involved per project

No. ihanciers involved in the project Number of projects
8 2
7 1
5 4
4 7
3 6
2 7
1 8
Total 35

Source: Ernst & Young based @etFétariat documentation

This table shows that there are 20 grant operations that involve at least 3 financiers, including 7 graclvepBratiansrthat inv
financiers. Only 8 grant operations have involved a single PFG financier.

The importance of coordination has been highlighted in the High Level Panel report to the GX0,remphasisiigthe bet t er
betweefMultilateral Development Bankiswith bilateral and national development@f&aﬂcﬂwe remaiteo much duplication of
development effoltts this regard, the ICA initiative is presented as an illustration of good practicethEhiS2@pesses how

critical the coordination among the stakeholders is in order to improve theféffieatreicts® projects funding.

3.4 Governanceystem

EQ B4: How effective is the ITF governance system in order to reach its objectives?

The ITF governance struislrased otthree levelshePartnership Steering Comnittieieh provides ovestditegic directipthe
ExCom(which represents ttanors and makdecisionselated tgrant operationandthe PFG which discusses projects that may
potentially benefit from ITF fyrsdiddgd i r st and f or-agfenwys tf dlith eppefihelF Secrefanipgponts tal
three levels of governance

The ITF governance strugsuctear in theoiy, that its based on a clear definition of tasks between the different bodies. The regular
meetings of the ExCom and the PFG allow a frequent review of grant operate@rabldheopEf@tion among DElewing
information sharing and reaeldiscussi@m grant operations

ITF governance has evolved sincei2@8ins of thrclusion of AfDB and PIDG as members of tHeviRR@r, in realitg have
observed the following limitations in the governance structure:

Thegovernance systémiows @redominantly bottarpproject identificatepproachand there does not appear aclear tojglown
strategic approach from théfitEPartnership for Infrastru@teering Committéehe ITF governance structure, though it involves a
range of reVvant stakeholders, is largely influenced by a limited number of financiers.

Finally the governance structure also lacks an independent review of grant operation documentation, whiaf emsddin 1y the role
the appropriateness of grant operatieasthing ITF objectives.

* Analysis based on 35 projects, as complete data on financiers provided ITF Secretariat only covered pdriodt tpanefddndsin@0Oconsider the additional grant
operations approved or cleared in principle at the ExCom meeting of 5 July 2011,.
* High Level Panel on InfrastrucReeommendations to GBhal Report, October 2011, page ii
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3.4.1 The governance system structuredthree corelevels

Figure6 - ITF Governance

Definition of orientations
on strategy
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Source: Ernst & Young (based on TFA and analysis)

The governance structure of the ITF is defined by the ITF AgreeomeR8 Ajgril2D07hdis beefurther developidthe Operating

Principles of the Blftica Partneiptfor Infrastructu®et eer i ng Commi tt ee,

t ahcelhe ERG@pamatind Ru | e s

Methodology. The approval of Grant Operatimessigiabf the TFis the responsibility oBkR€omwhich is the governing body of the

ITF. It is assisted by the ITF Secretariat, hosted by the ITF Manager (the EIB) amddeldghthds ieenciahanagement of the

Fund. Th®FGis an informal group composed of financing bodies nominated byae@achcBoasrthe single entry point for any
request for ITF suppéfter discussions and assessment, the PFG reaclesascanto which Grant Operation requests will be

submitted to the@m.

Table 1@resents a synthesis of the roles of each body involved in the ITF governance.

Tablell- Synthesis of each ITF governance Body's role

Role in ITRanagement, portfolio consistency and strategy

Role in project design

SC Provide strategic guidance

Define priorities

ExCom Responsible to ensure the implementation of the PSC strategic
Management of the Fund

Ensure the consistency gbahigolio of projects

Approve Grant operationsraantagé¢he pipeline of

projects

PFG Give opinion on operating methodologies

Actas entry point for request for ITF support

Identifandtechnicl discusprojectstheir merits anc

eligibility vs I Tfteria

Issue opinion on tlemission of grant operation

requests to the ExCom

ITF Sec. Dayto-day management of the Fund in support of the ExCom

Informal administrative support to the PFG

Suggest projects to be included in the PFG pipel
no oftial role in looking for projects)

ITF Manager Financial management of the Fund

Source: Ernst & Young (based on TFA,

governance

3.4.2 The EUAfrica Partnershipfor Infrastructure Steering Committee is the body

responsible of the strategic guidance of the ITF

bodi e

According to its operating procéﬁum mandate of the PSC is to twstedination betwePartnership members, to guide the
development andetasurethe effective amdficient implementation of the Partnership proG@matently the PSC is the body

responsible for:

Isauing policy guidance and prositatggidirectioto the Partnership and its implementing instruments, such as the ITF;

3 Operating principles oBbéfrica Infrastructure Partnership Steering Committee
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Serving as a forumtfar exchange of information and coordination amongst its members as regards the needs of infrastructure, the
related services and the regulatory framewdeksuring appropriate responses to the evolving priorities in Africa;
Facilitatingoordinatinbetween ANEPADNfrastructure ProgranmtineNIPs and RI®s other infrastructure

initiatives/programmes,

Revi ewi ng the Parcoondmatisnith ophér sontmental @rogeammes ana mitlatives, and liaisitgamith the
otheiinternational initiatives that support infrastructure;

Seeking to mobdliesources necessary to reach the Partnership goals;

Monitoring progress of operations implemented by the Partnership and report on past, ongoing and plannésiodi¢kigities on the bas
partnership annual report; and

Provi@ advice to tHexComreceiving regular summarid@$-attivities and commenting dif Bfnnual Report.

Members of the PSC comprise representatives fcbamdh&Uhember states, the EC, the EEABaAdC, as well as RECs. In

addition the EIB is an observer mdP@femeetings occur once a year. There have been three PSC meetings since the launch of th
Partnership, in 2007, 2009 and 2010. The joint statemeatsthssgedclusiontbése meetys shova similamgendawhich

addresses

Procedures;

Promotion of capacity building;

ThelTF;

PIDA and cooperation on other initiatives;

Private sector;

Action Plan, Road Map and Monitoring and Evaluation plan;

Implementationtieé EDFRctions in support of theAida Partnershigp Infrastructyiend
Other specific issues (such as preparation -#ffacaEummit).

The I TF is only one ibutesimtendadpmvide recBnd@ndatiens onithe gaeriiesfaagyreenal® of at t
on which thB'Fshould be focused. These recommendations address issues such as the cooperation and coordination with rele
stakeholders (e.g. other DFIs, ICA, African institutions, private sector organisationsiamidahthéade in the PEGYed as

sectordiocus

PSC meetings occur with very large representation, gecmualiyeS@rganisatiodse to the need to cover all aspects of the
Partnership operational capacities and the parity principleeb&tivaed the EU.

Based on intervigwsappearasthougtihe PSQas not been fully effective in perfthmstgategic rolésiintendetb play within the
ITF governance structdee to its wide scope of intervention and the natuee of its siz

3.4.3 TheExComis the central body of ITF governance

The ExCom is composed of:

Voting participants (AMemberso): one namedlm(I8ponesient ati ve
2011);
Nonvoting participants (fAiObserversodo): one r epnhets®tlitiat i ve of

ThelTF Manager and ITF Secretariat, withtingrstatus.

According to the ExCo mforithe EC igthe cloafr of the ExCoendneetirg® during theefirstMeanob Bust Fund
operations. The Chaiintendedo be subsequently rotated amongst Members representing Donors that have made a Contributic
commitment @m or more. However, in pratiie&C is still acting as Chair of the ExCom meetings.

The first ExCom meeting took place on 27 June 2007. Since then, there have been regular meetings, withiththéastope (included
of the present evaluation) taking place on 5 July» E&Clo(h8neeting). This means that the ExCom meets more or less quarterly, which
provides a regular opportunity to review and approve grant requests on a timely basis subsequent to theiGubmission by the P

The agenda of the ExCom meetings is singtan betetings. It is based on three main activities:

The approval of the Minutes of the prdee@ormg meeting;

The review of decisions for grant operations requests, where the ExCom matkeapisalgmigjects submitted by the PFG;

and

The management of lffiéin accordance witdneeds. This latter ageitelaincludsvarious items such as the review of
procduresdiscussion and approval of the ITF annual report, the approval of the annual financial statements presented by the Fu
Manager, discussion on ITF st(stegh as the evolntad the funding mechanisragiew and discussion of the ITF project

pipeline, overview of the Fund activities, or presentation of new initiatives.

% As stated in the Joint Stateonethie EW Africa Infrastructure Partneishffmeeting of the Steering Compitielis Ababa, Ethiopie22November 2008
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Voting rightsithin the ExCom are determinéedt bgles ®fFrocedomehich state thite ach contri buti on equi v
contribution shall give the relevant Donor one v&eQorth&hese voting rights take effect from the date dEx@ofinséeting

following the reception bythrManager of the Donor's Contr i buitTheoefore,dMembers f i cat

have no more voting rightsfafieyears if they have not made new contribution. However, this is limited by the fact that, in practice, ti
decision making process within the ExCom is based on consensus among its Members. The potential drawbadioof having Donor:
voting rights after four yearsrisfoingimitedbut could be enforced)

In its task, the ExCom is supported by the ITF Secretariat. Composed of féwit feeptm(@/alenthe ITF Secretapabvides
administrative support for the day to day managementlts thekS clude:

Support to the ExGamnsuringffective operations;

Development of a regular dialogue with all Donors;

When requested, collaboration with African Partners (such as the AfDB or NEPAD;

Organisation of meetingidingxCom meetingsd minutgshis role, in practice, has la¢so extended to PFG meetings);
Preparation of tfié-annual report;

Monitoring of tHEFactivities; and

Ensungthe visibility of tid=

The ITF Secretanidalys an intermediary rotea@roverall governance system of the ITF. It painicjpdtes meetings of the ExCom
and the PFG, as well as meetings of other African infrastructure development initiatives, sleRRDtHENHBPAISo acts as a
permanent contact centre for any stakeholder intdrel§iéd in

3.4.4 ITF Project FIART AEAOOGS ' O1 OpropoBes bl Bajedtd or 171 glant
operations
ThePFG brings togethewjectinanciers, nominated by each Donor and agreed by tHerdie€drmanciers are the source of the

grantoperation requests, which disgussn accordance with their own methodology, prior to submitting them to the ExCom for approva
In 2011, members of the RE@

COFIDES (Corresponding D&pain)

LuxDevelopment (Luxembourg)

AFD - Agencérancaisee Développement (France)

Europea Investment Bank (European Commission)

Ministry of Economy and Finance Greece (Greece)

OeEB Oesterreichische Entwicklungsbank AG f{Austria)

SIMEST Societa Italiana per le Imprese all'Estero (ltaly)

KfW- Kreditanstalt fir Wiederaufbau (Germany)

ADB African Development Bank (United Kingdom)

SOFID (Portugal)

BIO- Belgian Investment Company for Developing Countries (Belgium)
FINNFUNBFinnish Fund for Industrial Cooperation Ltd.;(&mdand)
PIDG Private Infrastructure Development GroNptfigr&ands)

There have been 22 PFG meetings since the beginningTdfebe tidetings occur four dinfies per year. The agenda of the PFG
meeting ifocusedn the presentation and discussion of projects potentidtly gdigibperaion request In each case, thead

financier presents the prajhith is then discussedtivitother members of the PFG. The decision to prepare a grant operation request
is made during the meeting, or further informedioested fam the néxmeeting. The remainder of the meeting is dedicated to other
business of the PFG such as the pipeline of projects, ditteisdh strategy (generally a sectoral focus), briefing on new initiatives or
(e.g. changes of the funding mechanisms$suwerslated to the operating principled btitee PFG itself.

3.4.5 The lack of EC representatives in the PFG meetings is a subject of debate; thematic
working groupshoweverOl DAT 6 OEA AEOAOOOEI T O

Though it is represented by the EIB, the EC isafidh@d?FG, and is therefoteactive ientifying projects to benefit from ITF
funding nomsuringoetter alignment with EU polig@ssome stakeholders, this is problematioadte addresse8ome consider

the EC has the most exhaustiveledge and vistbthe overalingeof EU funding instrumeautsl therefore is iprameposition to

assess complementary of furtdowever, the participation of the EC in the PFG would be considered, by some stakeholders, as not be
in line with the principle of separation between Dénarciensl

Whilst not forming part of the ITF Governance frimetvagkia t i ve begnrestabljsised at theaend of 2010. They are organised in
coordination with PFG meetings and both PFG members and the EC participate. These thematiairegttiygbaEe@and PFG

chair. This allows the members of these thematic wpskilogggrbeyond the project level and to make an assessment and an analysis
of projecheeds at sectoral level. In these meetings, it is also possible to develop some issues which require technical knowledg
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objective of these meetings is to iget#ifjial stdectors (in the sector of transport for inatahtiee types of projdws are eligible
for ITF support and are of interest to both the Financiers and the EC/iThis isthadea vi ew t o prioritising
theT F  p i farthel sectoral projélts

3.4.6 The characteristics of ITF governance allow, in theory, funding to be directed to
relevant projects in order to reach its objectives
These main characteristics are the following:

The financiers knoweligibilitgriteriaso they caassessvhether a project meets ITF requirements and then present this project to
the PFG. Generally, projects proposed to the PFG address ITF criteria after necessary justification.

A first peer review (PFG) by thefintiraiers giroposed grant operations is a good practice before stdii@omg énd allows
presenting and selecting relevant projects.

Infrastructure needs and therefore potential infrastructure projects in Africa are well known by the PFG members.

3.4.7 PFG fosterglose cooperation amongjnanciers

The ITF has brought financing organisations closer together as it has prweitit adogpeetionhis trend may also be observed
with the implementation of the Mutual ReliancgMRigthaugh not directly related with the ITgsadréwfinanciers wosef®

As a principle, this delegation of tasks and responsibilities is based on mutual recognition, not on harmesid@MBR] gocedu
creating substantial synergilevérage efficiency and effectiveness of development cooperation at the operational level. Even if it is has
been directly generated through the ITF, the principle and the practice of the PFG is clearly in line wéthcthoperatidnof clos
between the DFlIs.

TheHighLevelPanel(HLP)on InfrastructuBevelopmenécommends thiatd e v el opment agenci es coopera
basis and use the concept of o6l ead bankoéelilme MRIuscpreseatedwsaay t o
model of such cooperation. This recommendation of the HLP also confirms the relevance of a governance skGctore such as the
fostering cooperation among Financiers.

3.4.8 ITF governance structure involves a range of relevstakeholders but it is largely
influenced by a limited number of them

The regular presence of all financiers in the PFG provides important added value, as it brings efficienoatiomd stéeatiye infor
TheyPFG meetingdlow an effective scnegraf projegtsritical questiotts be raisedacilitatgpeer group review, networking, and to
follow up with-inancing.

Thefunctioning of the PB@itended to limit competition between financiers and to favour coordination. Theproetexuotid®yelo
generates a high degree of competition between the DFIs which ot¢heischeyanid F.Howeverdespite the huge needs in

financing African infrastructure, the actual nbarlald@rojects is low and financial institutioraréfi@esome competition when

there is an opportunitfirtancea project. The Caprivi project, in which EIB, KfW and AFD are all involved at the same level of financ
engagemenidbm) with an additional funding of thélbRisfan exampletbfs

Tablel2- Grant operations by Lead Financier

The PFG is dominatedhrgefinanciers (AFD, KFW, EIB). C
11 institutions which participate in thetti?E€&have beer
consistentlpctiveas Lead Financigince the begiing (AFD

Number of projects in which the institution is
involved as Lead Financier

KFW, EIB)with three more becoming active retenbev, EIB 24
AfDB and PIDG). AFD 13
The following table presents the number of approved ' sy 7

which eacfinanciehas acted as thead financier (on t#&

grants operations approved or catrgii¢te date ®July 2011) LuxDev 2
ADB 1
PIDG 1
Total 48

* Minutes of tieintI TF PF@ndConmission Femati®iscussion omahsportl2Novembe?010QBrusselsand thdoint ITFPFG and Commission Thematic Discussion on
Energy at the meeting of the Project FinancigBr@seis, 7 June 2011

‘0 AFD, EIB and KfW have set up a mectuabisaden and deepen thepecation and coordination, particularly focusingforati@rgpof development projects. The
three institutions have jointly elaborated a model for a better division of labour in the frarakbeedokkuntigh&eae Initiative (MRI). The objective of the MRl is to
delegate central tasks in project preparation, implementation and monitoring to the maximum possiblerexteichtésthelisstjtgiatly resuming the responsibility as
Lead Financier.
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It is an objective of the ITF to encourage financiers othethtbemahe ones to increase tlesidfinancing involvemeérie

Secretariat has playdewroleincludingheAfDB and PIDG in the PFG, as well as with Lux Development. But currently, there are very fe\
institutions able to finance Kripannfrastructa projectdt is also important to recognise that the significant influence of EIB, AFD and
KfW reflects their strong history of presenceSahasab African Infrastructure Development.

TheSaiteel | ite Medicined project atract;mg smalfardanengnstitutionsi This progett wast i o n
in the pipeline of the ESA (European Space Agency) but lacked {Denciuegropgsed wittime PFGo become thesldfinancier

of this project. After assessing the projPetvlLfinally took the lead financier. This dx@mgderemains an exception laigthlights

the challenges in encouragingllefinancierso take the lead financier Béyond this specific case, the ITF Secretariat tries to
encouragsmakr stakeholder®® becoménvolved in financing but itdmg had limited success to date (althougbsthien
Development Bank may potentially beceméawcanci er 0 i pr ohecfiRuzi z

3.4.9 There is a lack of delineation between ExCom and PFG roles at times, which poses
concern regarding the independence of the decisimaking process

Financiers hatefocus on the bankability (they also consider the social and econoadfithenpagjtsts while donors mainly bring a
politicabr strategidsion. Thidivisiormllows having a specific vision of the financial and political terms of a project without overlap.

The PFG is a good wor ki ngsbptlratherfemcourages comsensivhiggrantropetatiori requeésts 6 o0 n
should be submitted to the ExCom for approval. Wk@mthgué&stions conformity to criteria, the PFG provides the necessary
justification and analysis to enable the funding ajoptieataonsidered.

Separatiobetween financiersd the ExCaisan important characteristioeveliin reality, there asrtaimepresentativego attend

both PFG and ExCom meetings with di &inhduded provisidalicetd5.4).avoillo addr
conflict of interest when there is a vote involving PFG Members who are also M@uobéreaitheeaE Gr ant Oper ati on
which they are the Lead Financier or in which they have ai d'peat‘ﬁairtio no

3.4.10 Governance structure lacks an independent review of grant operation

The ITF governance system, considering the bodies involved in the ITF governance as well as the limitdtsepanatibe tfeoretica
political a rdoes rolsetamagioass sféndebemdbmnt e2gew of grant operation requests. Such a review would:

Guarantee the independence of the governance bodies;
Enable a stronger and more reliable check of compliance of grant operations with criteria;
Ensure theaal coherence of the portfolio of projects.

Examples of such a review may be observed with the Technical Advisory Panel of the PPIAF, which undertakesjemhdom reviews c
applications; and Global Partnership on Output Based Aid (GPOBA) mifer lirzdeparsient revagproach (albeit at application
stage)

The PPIAF set up an independent Technical Advisory Panel which suppomnte@e Rrogain | (the Body invol vi
and which defines its styad@gntation) to ensuredbality and relevance of PRhaRced activities. This Technical Advisory Panel is
comprised of up to six members selected for their expertise on issues relating to private participatiaieueiofiasfremmniees.

In practice, the Techhfdvisory Panel is responsible for:

Providing advice on issues relating to private involvement in infrastructure in developing countries;
Reviewing and commenting on the PPIAF afrdtegy;
Evaluating the impact of PPIAF's annual work programaredRposghvaluation of selected activities.

In the case of the GPOBA, the Programme Council (with the same mandate as the PPIAF) is supported by afEkpetendent Panel of
comprised of up to three recognised practitioners in the field iointloé ipfoagsructure services or health or education services in
developing countries (which is the field of GPOBA activities). The Panel of Experts evaluates and endordesfiprdiegts for subsi
submitted to grant requests.

In the case of the ITiE, ExXCom has the role to review the documentation of the projects before approving any grant operation request
the PFG. However, as can been see in evaluation question £2tHgegtiality of grant operation request support documentation is
variable and lacking in some areas.

“L Article 4. 5. 1 of the TFA
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4 Evaluation of efficiency of ITF

4.1 Administrative efficiency

EQ C1: What are the costs atlboffice administrative support with respect to ITF implementation?

The 4% management fee for the ITF Secretariat / Fund Manager appears reasonbblehhtavkivey the ITF against
mechanisms is not possiliie4% Management fee over the life of the fuletenwasied Hieoutsebf the ITF, and is basea
cost accounting methodaldggh is common to all JoinhAatibich the EIB is involved in and has been éﬁ)proved.

The ITF Secretariat has playamh@ortant intermediary role, which could assist in improving ITF attractiveness and
developed.

Considering the current governance structur e anmm thr
ITF ways of working. A common grant operation request cover sheet has been developed and improved. Furth

|l ead financier for each grant operati on mi nilitynto applpthetr
work procedures. This flexibility is considered a positive attribute as it does not add unnecessary buodervéordirnhisct
time, it does not always encourage transparency of Financier procedures.

In measuriragministrative efficiency, the following has been considered, firstly the activities undertaken by the [digSegretariat in the
administration of the portfolio of ITF grant operations; and secondly, the administrative impact of lli€agmampreceddstespfor
project (lead) financiers.

4.1.1 Administrative costs of ITF Secretariat / Fund Manager

The financial and administrative management of the ITF is covered by a 4% Management Fee ox01theTpésidele2807
deducted from eachdp@ontribution to the ITF and spread over the lifetime ofdhe dansgquence ofddeninistrative feesing
amortised until the end of 2015, the current termination date of the Trust Fund, this now represents closer to 3%.

The management fetréated under General administrative expenses, and is recognised in thecstggerhensiok income on a
prorata basis over the remaining lifespan of the Trust Fund. Expenses are@ amortisedh e | i fe of the | TF wul
being ecogni sed for the year 2010, and U8.3m (also in 2010) be

In line with Article 8.4.2 of the ITF Agreement, cost analysis was performed after two years of ITF operaiioacfUhiscasts based
for 2007 to 2010 of the Secretariat and Fund Manager as well as cost projections for the peribe Bxkrata28iand Fund
Manager, like all EIB staff, complete weekly tinvesichetoyide thbasis for the allocation efvirious costs elements mentioned
below, meaning that administration costs of the ITF arérbasediivour.

ThelTF management fee is determined usBustiecounting methodology, which is common to all Joint Actions ehids the EIB
The alculation is based on Standard Full Cost Rates (without inflation), which cover:

Basic Salaries & Benefits of all EIB Staff, itt@idin§ecretarjat

Other Administrative Cost of the ITF Secretariat: missions, consultancy, cost of Br&loimgmeetings,
Information Technology: computers, networks, infrastructure; applications

Facilities Management: office space, security, printing, malil

Coordination & Managenopatationahanagementpordinatioandstaffingnattersand

NorOp er at i o n ahnagEmestimmitteedrimBnicationteanslatigraccountindgiumanesources

The additional workload necessary to naanattelonor trugtindin comparison to a single donor fund needs to be considered when
assessing ¢happropriateness o 486 fee.

Table 13showsihe oj ect ed oper asdetermireth 20090 st s (i n G 6000s)

Tablel30 ITF operating costs

Item 2007 2008 2009 2010 2011 2012 2013 2014 2015 Cumul.
Basic salariésbenefits 179 339 629 652 837 837 837 837 837 5984
Other administration 11 14 82 183 97 77 67 67 117 714

IT and FM direct 48 87 165 176 282 282 282 282 282 1884

“2 As informed by the EIB.
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Coordination and Mgt 82 153 259 259 259 259 259 259 259 2050

TOTAL 319 593 1135 1270 1475 1455 1445 1445 1495 10632

Source: Review of Management Fee, EIB as Manager of ITF

Of which Aother administrative costso:

Item 2007 2008 2009 2010 2011 2012 2013 2014 2015 Cumul.
Missions 11 12 52 75 60 60 60 60 60 450
Meetings/dala manger 0 2 1 7 7 7 7 7 7 43
Consultants 0 0 29 101 30 10 0 0 50 219
Others 0 0 1 0 0 0 0 0 0 1
TOTAL 11 14 82 183 97 77 67 67 117 714

Source: Review of Management Fee, EIB as Manager of ITF

Theabovecalculationserepresented to ExCon200%ndwere based on certain assumptions, incluBi@yshe addi t i onal <co
ofi20Gnfor which the Manager had not yet received a Contribution Certificate. The forecast showed that the overaliecost coverage c
lifetime of the IWeuld be 91¢othe end of 20115

However the actual financial management of the ITF (e.g. disbursements, monitoring, repayments, etc.) wilbfythbeyond the dat
unwinding of the ITF due to the actual terms of the underlying operations. This has noirbeglodatisitetediate. The Manager
will have to verify at that time whether the fees alreadyilteceeretiéuturevorkof the ITF

4.1.2 Comparative analysis of fund managers / secretariats

Donors agree paysubstantiallyifferent fees to multilateral financial institutions for administering trust funds (e.g. EBRD: 2%, IMF: 7'
World Bank Group: 5% for most trust flimek TrustFundsalso differ widely in terms of sourcing, purposes and administration (e.g.
single dwoor TFs, muttonors TFs, baekecuted TFs, recipgxacuted TFs, financial intermediary funds). Given this widestrray of

fundsit is not possibie benchmarthe 4% fee for the.IHBwever given the range of services provided by thetdfikt Secte

manager the rate of 4% seems reasonable.

4.1.3 Administrative burden of financieris kept to a minimum through ITF ways of working

Projects financiers agree that ITF is a simple instapeestethue particularly to the flexibility of finemepmy their stand
procedures and procesgiéls limited additional ITF administrative burden

When asked to quantify the additional workload necessary for ITF process, financiers claimed that it wais gegygbla%epresen
more than amparable fundsmurces

A number afterviewed stakeholdmmiparethe ITFavourablin relation tthe administrative burdeottoér facilitiethe ACREU
Water andCREUEnNergy Facilities, with suggestions that the ITF workload is 20% less.

4.1.4 ITFSecretariat intermediary/brokering role

The Tel emedicine and Axis projects were good exaimpringng of wh
promoter and potential Financier together.

The Secretariat has an oppgrtordevelop this role through close liaison especially with ICA, the PIDA proBessvisingttieeHL
G20Ensuring closelevel of interactiwiil assist knowledgghaingon opportunities and reduce the risk of duplication.

4.2 Grant operation stting up, approval and implementation

EQ C2: To what extent do the PFG and the ExCom apply efficient, timely and rigorous internal grant operation
evaluation/approval procedures? To what extent is ITF implementation efficiently monitored?

It appears th#te ExCom members apply a sufficiently rigorous approach to the approval of grant operation reque
facilitated by an ITF application cover sheet template that is better aligned to the eligibility and devéhepmerdrdfixei
minutes, there is evidence of ExCom members challenging grant operation requests prior to approval.

Nevertheless, the quality and comprehensiveness of grant operasiovarapdrstweergrant operati@nFor mangran
operationscertain déria have not been addressed on the cover sheet, and furthermore justification in supporting d
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times, not sufficiently rigorous.

Further, project objectives and expected outputs are often clearly defined but expected outaneesdralvisysmcguanti
making it difficult to follow the chain of results and establish the monitoring and evaluation arrangeméentsr&jnm
available on monitoring indicators to quantify project progress. Howeveretatightightthat is require now at-teenmitiage
establishgappropriate monitoring arrangements both at project and portfolio level to prepare for the final evaluation.

ITF projects disburse well when compared with other nationaEprofeeas dihanciers. However delays in disburseme
perception of funds being tied up could have dymgetimtiahtal impact on additional contributions being made, as Donor
to justify additional contributions when fieadsabppdant. This in turn may have an impact on the ability of financiers to
preparation if there is any doubt regarding the availability of funding.

It was out of scope to review the individual project appraisal and grecddigerscef individual finan€lergroceduresnobst of

thePFG financieare audited and approved by tHEhEf&fore, this evaluation question will particularly focus on the methods and ways of
working that lead to the approval of grantropegai@sts. The extent to which the ITF is monitored efficiently will be addressed
specifically @valuation questidh, Sectidb.1

4.2.1 A key podive feature of the ITF is its flexible ways of working

A number of stakeholders have expressed the view thakeyfealuttes of the ITF in comparison with other financing instruments and
funding sources is its flexibility and ability to emuolee tm remain relevant in addressing the changing context of African regional
infrastructure needs. This particularly relates to the absence of rigid procedures or processes enforces, evhprijsteaithancier
apply their own. This has assiskegping the additional administration burden of the financier to a minimum.

The advantage of this flexibility was highlighted at the 2010 Thematic Discussion @istranpportededeport oBU Blending
Mechanisms for Development Fiflamddch argues a key strength of blending facilities comes from their flexibility, and the
encouragement of local ownership.

This flexibility and adaptability to change is appreciated by members of the PFG who are key in identifyinfpgtotetdicd regiona
projects to be funded by the ITF. By not adding unnecessary process and procedure, the application processsfandfd- funds beco
attractive as funds are easier to access. CFM, the promoter of the port component of the Bgirai€edritierIpfojectthe ease of

access to and rapid availability of ITF financing, aith acelerate the implementation of the project.

4.2.2 The processes leading to approval or rejection of grant operation requasbsvs
evidence of rigour but theuplity of documentation is variable

I'n line with the ExCom fARul es o felatedrtthecekgibility catéria. The eeisida to @aprove a p p I
the underlyirgrant operatioamains the responsibility gbrtjectinartiers; the ExCom only takes decisions on the requested grant
elemenfrom the ITF

Theoveralprocess for grant processing in the ITF is represented below:

0. Identification of opportunity
1. ApplicatiorCover Sheet: Requests for emsfiogeration must Iseipported by a Cover Sheet tppevedy the ExCom,
containing key information forgeatoperation and summarising the underlying project. In addition, relevant information containec

in the financing proposal preparedlégdieancier in aactance with its internal project approval procedures shall be appended to
each Cover Sheet.

2. Opinion of the PFG: Based discussion @figibilityhe proposed grant operation request amongst the PFG, the PFG issues an
opinion on eaghantoperatiomequest, for the informatiddhe ExCom, explaining why the project is considered suitable for grant
support. In exceptional cases where there is disagreemethebRiarthe opinion to be issued, the ExCom will be informed
thereof.

3. Decision ofétExCom (PFG + 1 mortpproval gfantoperations can be obtained in two ways:
a. Followingpresentation of individrehtoperation requests at any meeting of the &xCom;

b. Following an annual presentaticidalidateist obrantoperatiomequesf%‘.

43 . . . N .
Nunez Fer r elmnoatve ApprBaehes t@ BUBleMEanisms for Development FinanceCEP S Speci al Report, 18 May 2011

44 NB: This method has not been employed to date
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The processing of a grant approval request f oownéterpal 0j ect
loan approval steps, avoiding atdplajyect implementation.

4. Implementation of infrastructuretpmjleisbursement of funds throughout life

5.  Monitoring & Evaluation at project level, consolidated by Secretariat ai feptolfcédlyehddresseevaduationguestiod],
Sectiod.]) througlsemi annual progress rg[sypa pojectompletioreport (PCR); aadbvelopmeipacteport.

To demonstrate that the approval process shows elegremisaaf present below some examples wksx@adimehas requested
additional justification from the PFG regar diExGomaneepngoj ect ¢
minutes, PFG informal workieg,rand stakeholder interviews:

A key element of the Ex@@ss€ssing grant operation requests is the justification of regional impact and integration. One particuls
examplevhere additional information has been reiguesiemo Kenyatta International Airport (JKIA) exphatisivcase,
prior t@pprovinthis grant operation request, the ExCom meeting requested a clearer identification of the regional impact. Additic
data was provided in the form of figures of the international and regional traffic. The ExCom also notedatia émonomic justif
the significant Brant was missing and requested more information on the economic value added, noting the that TA requests sti
require an economic justification.
Sustainable economic impact and environmental impact are also areas where thedsx&bmdragobgst justification.
0 Onpresentation of the application to the ExCom for the Caprivi Interconnector project there was strong questioning of seve
project elements. As a result, the ExCom approved the grant operation in pringijgstbdetethee HiEad
financieprepare a more detailed paper with regard to the impact on sustainable development, the environmental impact, tf
impact of the Zambian energy market, and a detailed analysis of the possible capitaksatiate afubsidyter
o Forthe Benifiogo Power Rehabilitation project, the ExCom questioned the economic viabilityeo$ ticeapesject
environmentaspects arngrovisions for maintenance, prior to thepgramal
o For the Strategic Regiondtdmaental and Social Assessment (SRESA) Study for Mozambique Regional Transmission
Development Project, the ExCom noted that the documentation should better reflect compliance with ITF Assessment Crit
The lead financier agreed to review and catrtplemérmation, and provide an updated version of this grant proposal for
approval by written procedure.

4.2.3 The PFG identifies projects through a flexibleottom-up project identification
approach

The identification of projects amongst the PFG |&otieiysattorrupapproach. Whilst this flexible approach encourages debate during
meetings, and results in opportunities being identified by financiers who are vafsidannifrastuittture needs, it is important that

this approach does netlsight of larger regional and continental priorities as defn@d@iy &hD in coordination with &ELCs

other regional bodibevertheless thettorup approach appedcshave workeédtheearlyphases of the ITF with pressure to fund
projects

4.2.4 The quality of supportdocumentation fa grant operation requests is variable, and
requires improvement in several areas
A review of supporting documentation for the portfolio of grant operti®fdlceviegl®bservations:

The majorirant operations address most of the development criteria through their grant operation request supporting documenta
However there are several grant operations where the lead financier has not chletikectthallteigibility and development
criteriaSpecifically:

o Approximately 70% of grant operation requests make specific references to the strategic context of thetiproject in grant oper:
request support documentation, whether it be in support of the EU, NEPAD or REC priority plans, or cotyidor/power pool pric
projects. Links to strategic initiatives in ITF grant operation request documentation is therefore adeqaate, however for cert
projects these links have not been formalised.

o The most frequently addressed developtagim the documentation éscibntribution to regional economic development
and trade and the environmental impacts (100% of the projects). This is understandable, given the emphasis placed on regi
impact by the ExCom in their approval process of grant operations, dnthel$actittmtgabhigregional infrastructure is
the keyTFobjective.

o The contributionthePoverty Reduction criterion box is checked on the ITF Cover Sheet for 75% of the projects. Poverty
reduction is more likely to be easier to justify for a Water & Sanitation project, than for Transport, Esergyieimd ICT project
inherently have a sgremonomic and trade focus. Given the small propossigppairi@dF projects in the Water sector, it is
not surprising that compliance is less than 100%. Nevertheless, poverty reduction remains an eligibilitheriterion which must
addressed for a graperation to be approved by the ExCom.

0 The contribution to economic development and trade and the economic viability criteria box is checked on the Cover Sheet
Application for 98% of the projects. This is not surprising given that the epgrovagdrgyaot operations concern the
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transport or energy sectors, which both have a very strong economic development and trade orientation. This said, econom
viability is supposed to cover Economic and Financial Assessnosetsibenefits, &abt Sustainability. However in
reality these three topics are not adequately addressed in a large proportion of supporting documents.
o0 The Environmental impacts criterion box has been checked on the ITF Cover Sheet for 88% shthddbejéibis; This
given the increased attention gitleestmatters.
o Provisions for project mainteriauaplications ahe most poorly addressed criterion in the documentation, with only 57%
compliance. This fiyurén the grant operation documentatidreraaplained by the view that it is of secondary importance
to the other development criteria. Nevertheless, it is a development criterion thatedusblieatEssligible for grant
operations. Itis a concern that 18 grant operatimsnhapproved by the ExCom, despite the criterion not being addressed
in support documentation.
Grant operation/pro@jectives and outputs are often clearly defined but expected outcomes and impacts are not always quantifiec
making it difficultatddw the chainrefultand establish the necessary monitoring and evaluation requirements atlattearly stage
at project and ITF levels.
There is rarely data available on monitoring indicators to quantify project progress, which is thegeogtahdedpafation
phase grant operatidtsvever it highlights the attention that islsgbieniterm stage in establish appropriate monitoring
arrangements in order to be prepared for the final evaluation.
The studies referred to in gpeTation request supporting documemtaiarot always available amond§EtBecretariats
recordsTherefore it has not been possialidiatevhether project documentspieaificallgddressea particular development
criteon
The objectives Tokgrant activities are generally less explicittttentfoer instrumerithis is particularly the case for TA grants
that are not yet related to a specific project.eRefieatioquestion BSectioB.2 for a detailed discusesldted td Aprojects
Grant operation requestslargely based on assumptions, especially for the economic criteria. The assumptions on which economic
ard financial rates of return are based have not been made available to the evaluation team, and therefore rdecomment can be m
regarding the economic viability of projects.

Members of the ExCom have therefore suggested a more systematic focienge thfeagomojelct to the ITF Assessment Criteria for

future proposals, suggesting an amendment of the cover sheet template. The Chairman has also requested luat $eweral occasions
PFG improve the quality of the submission papers and focler ionprtiaegional dimessidra project and otlaspects of

(CAPGget by the ExCom. In response, at the oétheeR-G, the Secretdraddrafted revised Cover Sheets, which were submitted

to thePFGbefore being communicated to the ExCom. The main objective of the prommednshaadbat the criteria used by the

ExCom to assess grant operations requests are clearly addressed in the Cover Sheet and/or in its supporting documentation.

As aeminder the evaluation team has not reviewed the individual processes and procedures of the PFG financiersuas that was deel
of scope of this evaluation, in keeping with the spirit of trust in financier methodologiesHandtpeocadti@dportfolio level, a

review of grant operation supgddcumestdemonstratethat mmnagement of risk is not adequately considered in grant request
approval documentafinaluding political, corruption and development risk).

In the PFG Operatinghdeblogy, the only mention of risk management/mitigation is in the context of grants to cover Insurance Prem
order to mitigate project risks. This is also the only reference to risk in the CAPGO document. Of the 1Mobssustpesprojects
to explicitly refer to project risks and mitigation strategies, and in even in these cases the subject is adt@sspdehensively

Tablel4d Coverage of risk management in case study submissions

Project Mention of risk amitigatiostrategies

Beira Corridor Documentation outlines key project risks, covering governance risk, credit risk, and sustagtatskty/aisk.
supported by a mitigation strategy and comments, but this importantly does not cover governance or ¢

JKIA extension Airport charges are approved by the government on an ad hoc basis, leaving the financial viability of
exposed to political risk. The Kenyan government will provide a deficiency guarantee to ensure the
KAAThiss the only risk considered however.

BenirTogo Substantial social risk due to the open issue concerning the resettlement of population living within t
transmission backbone to be refurbished. Given the weight of the sncbldissue the potential impact
project cost and schedule, the pending Environmental and Social Impact Assessment and the corresp:
Action Plan must be r evi eThsdtheaanldrislkacpnsideced roweves. y

Port de Pointe Noire: Noravailability of the PAPN&6s own financial re
the investment dtfinced by the PAPN is equal to the minimum fees payable contracturaigssiprihieold:
over the construction period. Moreover, a payment mechanism agreement will make it possible to cc
cash flow, including the concession fees.

Risks to implementation of the project: Mitigation- ftratieggrnationfifm of consultants is responsibl

Mid -Term evaluation of EU-Africa Infrastructure Trust Fund 1 Final Reporti May 2012 46



Evaluation of efficiency of ITF

Project Mention of risk amitigatiostrategies

implementing and monitoring the works.

Market risk: Traffic volumes could fail to reach the levels projected by the concession holder. Traffic
mod el equate to the ammineets A seosiivityhestl ofiteermddel sloowsnthar
weaker traffic growth rates, the projectds pr

Source: Case study project cover sheets and supporting documents

Further, debt sustainability is one of the elements of Financial and Economic eligibility of an ITF grant Qpdmtionefithe CAPG
statesiel i gi bl e projects shall be assessed ag a igioms[inclutingée Debtp act
Sustainability framework, where applicable]. Projects should demonstrate that they will not have a signifitiaist regeedstoeffect

t he benef i Elowaverythe ceviawnof granteopedation supporting tiooureeatded that this factor is not adequately
addressed by financiers in preparing for grant operation approval.

4.2.5 ITF disbursements are timely for a mudtonor fund, however Donors are concerned
about funds being tied up

The PFG and ITF Secretariat itadertaken a study into the elapsed times of first disbursement for ITF grant operations. It has bee
measured in terms of the elapsed time between the date of approval of grant operations by the ExCom and dfeHest disbursemel
approved grants.rEmmparison purposes, disbursement delays for the ITF grant operations have been compared to a control gr
consisting of infrastructure project data (353 projects) from AFD, AfDB, EIB and Kfw.

The overall finding from this study waishiiesementId F projectsas favourable in comparisopnejicts of the control group, both

for investment projects and technical assistance. This is despite the fact that all ITF projects are regiddahprefectstend co
considered as more complx tiational projedisis important to recognise however that the projects within the control group are
implemented by the same financing institutions as the key members of the PFG, and therefore sigimifiddrut diffenepeeted.

Intermsfo di fferences across instrument s, while the TA projec
disbursements, it should be noted that they have much msshengmstiursement of fuimdthe ITF, the average TA Granbigisiou
about’2m, while that of an IRS is @lho&itm . In terms of ficlassical o I RS, it i s i mp

time from first disbursement up to final disbursement. Based upon the 10 ITFh&Shgramtaphetd at the time the paper was

written comprising a total commitmenl4dt.5m, the expected average time from commencement of works (approximately first
disbursement) to end of works (approximately last disbursement) ranges from 18 to 4@iofotithe)theyéRS allocation will be
progressively disbursed.

Based on 11 projegint operations for investment projects are approved by the ExCom approximately 33 days prior to the approval ¢
investment component byi tmea nhoards, sggesting the coordination and communication between the PFG and ExCom is adequate.

Howevethere are some challenges which require addressing:

It has been noted that first disbursements for investment projects take longer than the 18 months, whichasttire time period se
Art. 6.1.2. of the ITF Agreement. As a nesoltear @frant operations have had todygpreved because thisd®@imit had

been exceeded total of 5 grant operations had bapprozed (as at 5 July félﬁovering 2 IRS and 3 TA grants, and
representing?17 m in funding.

Additional grant operations may require a sapyileova or extension, resuttihg issue of the soundness of the Rule, or of the
management of the grant operation.

The ITFcouldencountechallenges when seeking additiont@ibutions. The lapse in time of disbursements results in large amounts of
funds being fitied upo as committed but not yet dtiormlwn dowl
contributions to be made to the ITF as kasgh in the fund is abun@antverseliFinanciers need assurance, at the time of developing

a project, that grant money is available. Donors postponing new contributions based on a misperception antelmasyin disbursem
result iffinanciers ptgoning the development of -lpamtblended projects, as they requitertongssurance that grants will be
available when needed in a challenging and unpredictable business environment.
This raises the question as to whether Article ZBA&go@es amendment. This article addresses the payment of contributions, and
states thafi P| ed ged cu@0000600i (tvai rhillion @uso) oo léss to be paid in one instalment, within 6 (six) months of the date
signature of the Contribution Gegtifidledged contributions exce€dB@000 (two million euro) to be paid in one or more instalments

of minimum1000000 (one million euro) each. The first instalment shall be paid within 6 (six) months of the date of signature c
Contribution Cérii c at e, and the final instal ment within 18 (eighteen)

* This repprovahcludes one project which has bappneved twice.
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The findings from this study have been supported by experience from ICA Members. The ﬁ?:WaArfnuaiheRpperttwo years
(2009%nd 2010) eported on its Membersdé6 di sbursements in African 1
made in the same year. While ICA Members include a wide range of bilateral donors and multilateral lerders natiorhé report ¢

as well as regional projects, nevertheless the report highlights thelveilliegeseimdimproving disbursement rates on infrastructure
projects across Africa. Total disbursements in 2010 expressed as a percentage of 2016 toeleciusind#fernts reported by

bilateral ICA Members, while the equivalent percentage for multilateral Members was ##/edoiraleat Tisbursement rate in

2010 is calculated as 7% (contributions in @O af and disbursementiBaf mj‘.7 For the period 2007 to 5 July 2011, the
disbursement rate of the ITF isTHé&4actors leading to disbursement delays include political risks on complex regional infrastructu
projects, insigient regulatory harnatios between countries andvéladx institutional capacity of borrowers. This further illustrates the
environment within which the ITF operates.

“8 Infrastructure Consortium for Africa, Annual Report 2010 and Annual Report 2009
“"|TF Secretariat data:Aftica ITF Situation 31/07/2011 and PFG Pipeline
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5 Evaluation of monitoring arrangements and
sustainability

5.1 Monitoring arrangements

EQ D1: How adequate are the monitoring arrangementseidsting required by ITF for facilitating the final
evaluation of ITF? What lessons can be learnt (from project financiers or other stakeholders/funds to improve
montoring for the second half of the ITF programme?

It is not the objective of this MTErfermtith the project monitoring arrangements put in place by lead financiers,
flexibility to apply their own internal processes and they differ between financiers.

The focus therefore is on portfolio monitoring, and specifitBiljnthdders that can be used-byppbrted projects, enablin
Secretariat to manage the programme and prepare the final evaluation.

PFG and ExCaneetings have raiskd need fordear andefined approach to M&E for tharidfave patlarlyaddressethe
subject of measurement of ITF outcomes and impact monitoring, both in the context of individual projectslaRgattfbk
level.

Common indicators will facilitate the aggregation of data fronherdjEgiedtio level.

An important outcome of the final evaluation of the ITF is to provide, at the ITF portfolio level, a meastge/fok
consideration will also be determining quantitatively the impact/leverage effect that ITF éinaheipgojest haca whole. S
the ITF be terminated at the end of 2015, a final evaluation of the ITF should be undertaken, regardlesshysi
infrastructure projects. If delayed, there is a risk that project stakehotdavaielaairbwill be difficult to contact. If the IT
be extended beyond 2015, a decision as to the timing of the final evaluation should be determined by ExComili
determined by several factors, including the stagstsuofian / operation of infrastructure projects and the ability to me
bearing in mind that financiers usually undertaken project final evaluations two years after the completion of works.

5.1.1 Expectations in terms of monitoring and evaluati@re not clearly defined in ITF
documentation

Monitoring and Evaluatitt&E is the last stage of the grant operations pfolessng projedtientification/selection
submission/approamatidisbursement/implementation.

M&E isddressed as follawefficial ITF documents:

the ITF Agreement (Art. 7.2 and 9.3) requires the productchM&&eleaits (i.e. initialh@nth; mittrmandfinal

evaluatiofsbut the focus is more on the functioning of the ITF rather than the ongonogipodogsaraf evalugtingects on

an individual or collective basis.

The Operating Methodology of thset&E&imply thdApproval of a Grant Operation Request implies that the due diligence,
approval, implementation (including tenderinghgreomdteraluation procedures of each Financier are considered valid by the
PFG:

These statements imply that Financiers are responsible for defining indicators, and monitoring and evaluggog andndividual p
neglects consideration of M&Eaafgaegate level.

The PFG and ExCom have noted on several occamedddheefined approach to M&E for the ITF, and have particularly raised the
subject of measurement of ITF outcomes and impact monitoring, both in the context of andivadubepaggretgate ITF portfolio
level?®

Whilst the majority of ITF supported projects are in their early stages of implementaticatileely idnpantiderdnlyafter several
years of operation, it is important to establish a comfopads@sisment in the immediate future, particularly in preparation for the final
evaluation of the ITF at the portfolio level.

It is important to acknowledge however that each financier has its own methods and approaches to M&E, amdrtivedditional admi
burden of measuring the ITF as a whole should be kept to a minimum. Therefore, the objective of M&E df thinhitEdsstd establis
of indicators which, where feasible, can be aggregated and assist in communicating what | Treaglobakleesits at

“8 See Minutes of th"EOx e c ut i v e C oFmameéwbrk ferMpnitaingd €k al @ati on ( M&E) of the | TFo
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At the project level, it is the responsibilifynaittierto identify appropriate indicators and baselines. This procdss stubwdi a
common set of ITF indicakodicators at the Project level should be definéuléovittgecategories of measurement:

Inputd indicators in terms of financing, nature of grant and technical assistance provided;

Outputs for infrastructure projects, indicators of achievement of physical deliverables as well as tafaguajedtdimhnci

disbursed; typically captured in monitoring and Project Completion Reports;

Outcomek expedtions fromompleted projects which are assesaeiiexe during apprai sal (e. g. El
pillars etc.) andyeast through ewmation reports, case studies etc. Outcomes relate to the short to medium term achievements.
Development Impaateasured dsnger term effects such as contributions to economic growth (regional trade, exports, employment
change in GDP etc), enviroraineenefits (additional quality such as energy efficiency, carbon footprint etc) and social improvements
(access, equity, affordability etc).

5.1.1.1 Currently monitoring at the ITF portfolio is limited

Monitoring and evaluadiothe portfolio levatusratly based on information in cover sheitesananonthigrogresseports. These
aregatheretly theTF Secretariand uploadeu ihér Project Management Tool (8MThese documents contain the following:
ITF grant operation reqomatrsheetdncludesupporting documents and PFG/ExCom minutes providing initial data on individual
grant eligibility, justification, and sustaiaadility;
Sixmonthly ITF monitoring report, which provides updates on the statud fjnaditsidirtiicsl monitoring information in terms
of outputaregenerally not covered. To our knowldgdlee latest versidtihese reporis retainedand as a resydtevious six
monthly reports are not available to enable progress to be tracked @nih cepsisten to be verified.

An agreed templamongst the PFG and ITF Secretariafagditéde the aggregation of data from @tfectIF portfolio level

wherehe use of common indicatorddenable some aggregation of outcomes ans) atgrarwith other indicators such as regional

and sectat balance in operations, leverage of funding, etc. The key is convergence on a set of basic project indicators that faci
aggregation of project outputs and outcomes.

A proposal of mandatamgindicators is provided in tdleend 19. This work is based on our work with other Tarsd Fagudson
the following areas:

Increase irumber of people with access to ithpesviee
Cost reductions for consuamet
Employme(gectoral) generatkdingonstruction and during operation

Furthermore, possible mandatory-ggetdic indicators are provided in Table 18

The TF Secretariat has agreed iwéthciers and the ExCom (at its meeting of 16/09/@2@Hpwing reporting deliverablesse
three reports are to be prepared by the Project Financiers (Lead financier) for the ITF Secretariat to assemble for ExCom.

Semiannual Monitoring reptiiths aprogress report, providing updates on all opeyatioti@tive and qualitative elements of

the ITF, e.gontributionslisbursements, pipeline, new approvals, porfidleegisting report seems to satisfy both the ExCom

and PFG, so it could remain as it is with ad hoc improvements jorésensdtaord

Project Completion Repdrich ig report on the physical, operational and financial implementation of each project and TA operation
triggeed bythe final disbursement of the grant.

Report on Development Impact. This is the miogadifitany M&E system, as coancetelevant indicators must be identified

exante in order to be niegfully trackedgast. Eaclinancier follows a similar set of indicators for infrastructure, and it is suggested
to find the "common denom&iatmong them (in terms of indicators anddithiaigdptimum harmonisation is reached

withoutompelling Financiers to adopt new criteria or procedures.

5.1.2 ITF needs a framewolfor the final evaluation

Thefinal evaluation of the i#stprovidean analysif outputs, outcomes amgbacts of ITF fundide propose trstandard
OECD/DAG@valuation criteria, which follow the evaluation criteria used -fernthevatudtidie followedl namely: relevance,
efficiency, effectiveness and impasstathability.

Each of these evaluation criteria is elaboratedAmpm®.]1, with associated questions and indicators. Some of these indicators are
ongoing omitoring indicators (denoted by #).

Potential tools to be developed for the final evaluation (based on experience and lessons learnt) are:

Case studies and field visits (particularly for projects where impacts are mmeadikedplio be
Interviewat the fund/portfolio level, and

9 Information management system used by the ITF Secretariat to monitor financial progress of grant operations.
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Benchmark interview with otherifenglsNIF and WBIF, which will be more mature in their implementation by the final evaluation
stage.

5.1.2.1 Timing of final evaluation

Should the ITF be terminated at the end off@@l®valuation of the ITF should be undertaken, regardless of the progress of physical
infrastructure projects. If delayed, there is a risk that project stakeholders will not be available comtéichendiffiatlptoject
documentation yn@ot be readily available

If the ITF were to be extended beyond 2015, a decision as to the timing of the final evaluation should be dethrencmdds; ExCom
This will be determined by several factors, inclogimglétien of infrastrugtuogects, the ability to measure impacts.

5.2 Sustainability

EQ D2: How will the benefits of the ITF continue to be monitored when the funding is ceased?

The need for proper financial management of the ITF will go beyond 2015, the date of tiwe [d@odiegtigf there

insufficient project and portfolio monitoring practices in place to set the founldd&ioridorpasthereforat is difficult
determine during the-t@ich evaluation how the portfolio of ITF grant opevatibree shooied when the funding is ce
However, structure will need to be put in pist2015 to measure outcomes and impacts at a portfolio level. Currently,
ITF Secretariat, there has been no other monitoring body atiéwtsfittb thotential to be operationfl poBhe Secretariat
established a Project Monitoring Tool and GIS, amongst other tools, which should ppamfotivaarigwing.

5.2.1 Monitoring of impacts post 2015 need to be considered

Thisquestion seeks to determine the long term sustainability of monitoring arrangements for ITF projects innbagvent that the 1
programming is ceased. If the governance structure and reporting framework of the ITF is removed, the qreestibrbes whether the
sufficient and robust internal monitoring and reporting processes in place so that the benefits of the Brthedntbeetracked int

The requirement for the proper financial management of the ITF (e.g. disbursements, monit@iog, wédpgprstend the
completiodate of the ITF due to the underlying operations. At this stage, a decision has not been made as to what the ongoing fir
management and therefore monitoring arrangements will be when the funding is ceased.

Consdering the immaturity of pspjieds difficult to determine during thermmidvaluation how the portfolio of ITF grant operations
should be monitored when the funding is ceased. It will take several years following the completiosuoé phejeetidnaiea
economic and trade impacts, which constitutes the key objectitéioatRarférshguinfrastructureloweveia structure will need

to be put in place ga315 to measure outcomes and impacts at a portfolio levehaShikergletential to cover al\fEth
Partnershifor Infrastructure funding arrangsnentEuropean Development Funél@Rreesources including EU Water and Energy
Facilities, as well as the ITF.

Currently, apart from the ITF Secretaridtatheeen no other monitoring body identified that has the potential to be eétational post
The Secretariat has established a Project Monitoring Tool and GIS, amongst other tools, which should peamitgteg tregoing monit
ITF at portfolio leveNevertheless, as stated in Evaluation QueéSectitxb.), there needs to be a focus now on developing a
minimum set of indicators that can be codsatigattfolio level.
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6 Conclusios

6.1 Relevance

Regi onal infrastructure devel opment is key to adchdagemslsi ng t
connectivity is relevant and impdrtenbjectives of the ITF as an instrument ofAlfiecEPartnersHar Infrastructure have not
changedince its inception in 208@wever thehave been changes in the context of African infrastructure abeedegrasihe
objective@resemdthrough a Logical Framework thighiimancing agreements between EC and the AQRhilsttes) relevant, are

too broadio nosufficientlshow théow of inputs, outputs, outcomes and iammhcis not reftatirrent and future challenge

The ITF has demonstrated an ability to evolve in ortesstbeadbanging context of African regional infrastructure needs; however
these experiences have not resultedddefiritioof cleaobjectiveat different levelairthemnonitorinndicators at the portfolio level

have not been developedfz is still no monitoring and evaluation framework in placetocoemzdntel impacts of ITF funding to

be measured.

The strategy of the Trust Fund should be informed and gudeering tBemmittee which is to provide oversight to thafwater EU
Partnershifor Infrastructutgowever this process has not been effeetiracentorkof PIDA provides an opportunity to build on.

An overvieuof the portfolio of ITF granmatipaghrough grant operation request documetatmstrates relevatodd F objectives
as well as the eligibility and development criteria articulated in the CAPGO document.

Howevethere are ongoing and future challenges that the ITFombspeed tto in order to ensure ongoing relevdgiog. the
infrastructure gap cannot be met by public financing alone, and therefore the ITF necessarily has a roleatumgsytdn taking me
encourage private sector investment in infradtwtiemaore, @od governance and risk management are challenges that cannot be
avoided when financing infrastructure prograthtoegate have not been well covered within the ITF grant operations applications.

6.2 Effectiveness

6.2.1 First outputs

The ITF is an early stage in terms of physical progress of infrastructure @E®jsets) aredsuriexpectedutcomes and impacts
of projects (and even more so from the ITF as ia whibf@ssible. However, it is possitdsessexpectedutputs from e
projects, and measure progress. ghilerogress has been made there are some areas for further imprremesftprisgress
and initial outputsthe ITF

The EUb6s resource allocation towatdsrApries granfuidindgas @R 2 15u @ mi
5 July 2011.

Coordination is being encouthgaagtinteractions witielCA and PIDiformation sharing and specific coordmidigon

context afrant operations (e.g. Lake Victoria WATSANIgakeadditionffective coordination of financiers has been achieved
through the nomination of a Lead Financier which has simplified processes for beneficiaries.

The ITF has been successfileraging finance, resulting in total Ievera§’8 afdlPAG leverage of 6.4:1 as at 5 Julff@011

grant operations in their investment phase).

Private sector involvement is beingagezbwith the inclusion of PIDG in tlenBEBough other means

There are areas for improvement also:

Delays imlisbursement and the perception of funds being tied up could have a potential detrimental impact on additional contribu
being made, as Donors find it difficult to justify additional contributions when funds.appear abundant

Therarecurrently limitepportunities fyordination of infrastructure prajdtisofPFG financidogyondhe context of

indivilual grant operatiofisere needs to be greater coordination of infrastructure projects between the regional and national level.
The leveragelcalation method requires some refinement to allow for measurement of private Gelgt&rHE arabmtal

leverage is measured, in terms of the nufureseieragefor eactiEurcof ITF grafinding~urtherthecalculatioof

leverage neetisconsidewhich neRFG cdinanciers were involved in the given project prior to ITF intervention; and any previous
involvement of PFG financiers in a given project, i.e. maturity of project at time of ITF intervention.

6.2.2 Value per instrument

The alueadded bythelTFhas particularly been noted where IRS has enabled HIPC countries ¢orimegsantlins the terms
of which are better aligned with debt sustainability reqUieeofe#8sgrant operatﬁﬂ‘nsccounting fat34.8nin grant operations,

®ie for every G fr om eftagecéfrom M seurcésur t her 012 has been | ev
Does not include 4 grant operations that are fACleared in Principlebd
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and a leverage factor ba®e facilitated investment in HIPC colmssigeral of these examples, intztsiakeholdegtated that
their project would not have gone ahead if the ITF IRS had not been applied.

There is paricularlglear financial and economic case for using IRS as an upfront payment. The advantages of upfront IRS are:

WUpf ront payment all ows for quicker disbursement of the fur
It has the effect of providing a greater subsidy, by increasing the Net Present Value and the Internal Rate of Return on a project.

Howeverhere remairsriskofoversubsidl t i s not c¢cl ear whether the I TF substitut
Resources within DFIs are both fungible and limited. The subsidy is split between the different lenders oespieetivasis of their
refinancing rates (e.g.KM8/\ intervention rate of the German Treasury, for the EIB refinancing rate of its capital etc). This mechani
howevers not transparent to other pamigsang it very difficult to determine asyhsidy.

Technical Assistance can take difeergnt forms with varying levels of effectiMenegresents 72% of the number of grant operations
(although a small percentage of fasdsichthe ITF should determsi®dus. This is all the more important, considering there are other
faciities which offéAfunding which mayoverlapping with the ITF.

Direct Grants have only been used once during the evaluation period. The only example highlighted hugéepetegeattiecenerate
and to including private funding. Howewerythist be representative of Direct Grants as a whole.

Insurance premia had not been used as at the cut off period for this evaluation, apart from one grant ojpeipt@rt€leakedfin Pr
use is mainly due to poor clarity regardingility eligithow it could be applied to projects. However, some PFG members see a potential
growing need for risk mitigation instruments ofithistkimd would agree with based on our experience

6.2.3 Expanding the current instruments

Private finance will materialise unless the balance between risks and returns is deemed appropriate by lenders and investors. It invi
an increased focus on the part of governments amldegutatpei r par
framework conditions.

National governments have a role to play. It is essential for Governments to establish adequate policy anHisregulatory framewo
contractual arrangement s, and for t heinvaolMes éstatdishieg the eppropristes i bi |
institutions, including the relevant regulatory bodies.

There is a consensus among stakeholders that the current offer of financing instruments might be broadenedvatideinclude new in
ways of financing thahkrmrrespond to the marketnéedsh e PFG as a whol e would wel come wid
of the range of instr&®ments available for grant operationso

6.2.4 Addressing the governance structure

The functioning of the existing Steeringtt€arfonithe EAfrica Partnershigr Infrastructuodfers room for improvement. EU
Delegations in African countries and RECs need to hdeensatiedr@nd frequent interaction with th@HG& in terms of projects,
and PSC in terms of coordireniib stratejgiven their key role both on the ground and in regional priority and strategy setting.

The ITF portfolio could benefit from an independent review of grant operation documentation, particulanereltirgiterizomplia
and cosffectiveness, which would ensure the appropriateness of grant operations in reaching ITF objectives.

Betterengagment o$maller financiers in taking on a Lead Financier role could assist in a sharing of the administrative and coordin:
workload aletaken by the Lead Finantles. use of intermediated loans has the potential to facilitate the involvement of some smalle
PFG members, encourage local presence and networks (country and/or region), and strengthen regiongﬁ financial institutions.

6.3 Efficiency

The management fee for the ITF Secretariat / Fund Manager appears reasonable.

Currently and as in the past, Donord@gagesubstantially different fees to multilateral financial institutions for administering trust fund:
(e.g. EBRD: 2%, IMF: 7&jd\Bank Group: 5% for most trust funds). The trust funds also differ widely in terms of sourcing, purposes
administration (e.g. single donor TRelomais TFs, baekecuted TFs, recip@rdcuted TFs, financial intermediary funds). Given this

wide array @fust fundst wasiot possiblebenchmark the fee. However, given the role of the ITF Secretariat, the fee seems reasonable

Considering the current governance str uct ukeptto@midmui Riodgle s o f
ITF ways of working. A common grant operation request cover sheet has been developedaatiddinmiggesdp the eligibility
and development criterieclearer. Furthermore, the nomination of a lead finaaxtiegrfamteoperation minimises the duplication of

2 PFEG technical n@®me Considerations with respect to the provision of Risk Mitigations Instruments and especially Insuracmeéxtedfia HH)iAftia 1Té-
¥SeePFG Notvel| ¥ement of Financial I nt er medfi Memarsa mdu o ofnaruitttse floTF | BHxXe cswtpipwea t @o |
Intermedi aries as channels for the | TF initiativeo prepared by AFD
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wor kl oad, and the financiersoé are afforded tahpesitielateibuiebsi | ity
it does not add unnecessary burden for financiers.

Howevethere remains room for improvement in the quality and comprehensiveness of submission papers. For manyaprojects, certain
have not been addressed on the cover sheet, and furthermore justification in supportingsdotmess@tisuficiently rigorous.

For examplef the 10 case study projectsfamgppear to explicitly refer to project risks and mitigation strategies, and in even in these
cases the subject is not comprehensively ad@tasgedg and explicitly deating the contribution of the proposed grant operation to

the development criteria and compliance with the eligibility criteria should assist in streamlining the agEaGomrowsndsri
Furthermore, the eligibility criteria are noteconyidst of the current and future challengesah irdgastructure fetter improve
consideration of riskgcouragprivate sector engagen@idressingoodgovernancesee recommendation ¥.3.1

6.4 Monitoring arrangements and sustainability

It B important to distinguish between two types of monitoringi pnomeisseisg is undertaken at the project level which is the
responsibility of the lead financier, with the assistance of the promoter and potentially other financides pordfalisdd¢kehiat t
the ITF Secretariat, with the assistance of lead financiers to provide the required information.

It is not the objective of this M&amoinéhe project monitoring arrangements put in place by lead financiers, as thigjliate the flex
apply their own internal processes and they differ between financiers. The objective instead is to estabirglicatoesntinan set of
can be aggregated, whilst taking into account the different stages of projects and sestonge eochrdefinElF requirements for
financiers.

The focus therefore is on portfolio monitoring, and specifically to identify indicators that cangpousddbyjd€s, enabling the
Secretariat to manage the programme and prepare the fomal evaluati

The PFG and ExCom have noted on several occasions a lack of a coordinated and defined approach to M&E for the ITF, an
particularly raised the subject of measurement of ITF outcomes and impact monitoring, both in the contizaatliatitidual proje
aggregate ITF portfolio level.

Common indicators will facilitate the aggregation of data frontherdjdetpanfolio levéhitial thoughts on these indicators are
presented in Tables 18 and 19.

An important outcome of the finahtémalof the ITF is to provide, at the ITF portfolio level, a measure of the ITF impacts. A key
consideration will also be determining quantitatively the impact/leverage effect that ITF financing haahadubiolihe project

Should the ITF be teated at the end of 2015, a final evaluation of the ITF should be undertaken, regardless of the progress of phy
infrastructure projects. If delayed, there is a risk that project stakeholders will not be available contdtbdfdtffithltvere to

be extended beyond 2015, a decision as to the timing of the final evaluation should be determined by ExCemiinbdue course. Thi
determined by several factors, including the status of construction / operation of infrasimmddiiueeapitifedts measure impacts,

bearing in mind that financiers usually undertaken project final evaluations two years after the completion of works.
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7 Recommendations

A table showing the linkages between findings, conclusionsiandagoesns pided in Annéror! Reference source not found.

7.1 Relevance

7.1.1 EQAL: Review interventional logic and objectives of ITF

In light of contextual changes, including African continental initiatives, the global fitlaacehleriefsrsrastructure investiment
ITF will need to develop a more detailed and clear intervention logic.

The initial logic containedehdgical Framework within Financing Agreements between EC andiiOfteStatésd here is a solid
basis, but further work is required to update and provide more detail. This further analysis needs to tnknoniteringpnech f
also dr& on the elements that have been recommended for the final evaluation and are discussed below.

The evaluation team proposes that the ExCom review, modify and adopt the intervention logic. This shoull tals@detexnsidered i
of the work of pAfican bodies and initiatives such as PIDA and the G20 High Level Panel on Infrastructure.

The intervention logic should be reviewed on an annual basis to ensure ongoing relevance.

7.1.2 EQAZ2:Maintain Regional Connectivitgbjective

The ITF should continue tsupuits overall objective of regional interconnectivity, engage closely with continental programmes such
those of ICA and PIDA, as well as encourage and participate in initiatives (such as the Thematic sector gfoaps)dhatielecourag
sectoal issues, regional priorities and sequencing, master planning, and knowledge sharing.

The regional eligibility criteria should remain broad in its definition, covering both regional tprogeatsotiga¢laydsle countries, as
well as nationaiojects that have demonstrable regional impacts.

7.1.3 EQAZ2: investigate measures to encourage private sector participation

The ExCom should further investigate measures to encourage private sector participation in terms of existirgPRstruments (TA
guaantee mechanisms with IP, direct grants, etc).

The ITF can assist through actions that seek to improve the capacity and performance of national public sembony, @nhcourage au
regulatory institutions through building their institutional thapadegw we changing thelwastfit rationale of actors in the target
country and setting incentives for reform.

The EU can support good governance by targeting either the governriiegtfondsahneugh 1stete actors.

7.2 Effectiveness

7.2.1 EQB2: Ruisit and broaden leverage effect calculation

Incorporate a dedicated private sector leverage calculation and monitor this at a portfolio level to be askeitothsasedéeprogr
propose the following calculation methods:

PFG | oan | everage: numbenioftrFgrantfundngPFG funding generated b
NonlPF G | oan | ever aP§F@loan fundimppedgedsiibsequert tb approvabbi Badrant funding

Grant | everage: n dunding pledged subhsequeht to apbvaltodfdaéhgaaht fugding n t

Private sector leverage: private sector funds generated as a résiltTif gaght funding

These should be considered and developed separately for investmemirphesstmedt phase projects and developed for each of
the instruments as well as across the portfolio
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7.2.2 EQB2: Increase focus on valadded of ITF grant operations

The ITF can deliver greater-adidi¢hrough focusing on its differentiating features:

Its regional interconnectivity fodastifying bankable projects that have the greatest potential to improve development outcomes for
the maximum population across several countries

Its internal coordination mechahtbhmsise of the Lead Financesassists in streamlining the way in which project promoters and

the ITF Secretariat deals with the PFG financiers. The ITF needs to build on examples of good coordinagouecperienced to dat
better formalize how coordination takes place, sditaatdenshared across grant operations.

The ITF hathe potential to deliver greater value by better measuring the current valui#eitbgravidesstanding which grant
operations and contextual characteristics provide gred®eopail®rfer alternative methods to calculate the leverage effect are
presenteih this report.

7.2.3 EQB2: Addresthe potentialrisk of oversubsidy particularly relating to the IRS

There should be greater formalisation of the coordination arrangements betvireémeficameixt of grant operations, and this should
address a minimum level of transparency. This is all the more important considering there are strong expetiatibas from Donors
potential for double subsidy should be actively addresszerby fina

In order tomprove the accountability of the use of public funds witthierésedlibe some transparency on the respective margins
and a discussion on the minimum level of effort of the different donors. It is likelytthatahthedbike i Grants, although based on
current activity and evidence it is difficult to confirm this.

Further there needs to be very careful consideration given to the use of IRS when funding private enterpréssudrsidyhen providi
privateifnanc e . I'f the I RS where to be used to fsubstingtiotsee 0 c o mi
pricing of interest to minimise the scope for commercial lenders to earn rent from the IRS througle theidgdn@agiedthdés

include information requirements (eg pricing sources), benchmark levels which are to be utilised (eg pricark flemdinggjor inter
indexes) and wider transparency arrangements.

7.2.4 EQB2: Encourage use of upfront IRS

Encouragesebsi e use of wupfront I RS to enable quicker disbsrsement
will provide a greater subsidy, by increasing the Net Present Value and the Internal Rate of Return on #iqrdjgdp #ueling sign
financial and economic case while not impacting on the actual amount of funds disbursed.

The potential for excess profit could be limited through the creation of development funds into which (tlddigbrelsptdiirmula)
woudbpai d, and recyolbed, projeaveur of Apro

7.2.5 EQB2: Set clearstrategy for TA funds in the context of ITF

TheExComshould consider setting a strategy and specific objectives for use of TA funds in the context of the ITE.Skibygy need to set th
as to which activities will be financed, across the project preparaframtiiézcygetemmendations on the role of TA are set out in
Section 7.5.1 and 7.5.2.

7.2.6 EQB2:Improve attractiveness and relevance of Direct Grants

The use of investment gramtspecific social or environmental aspects of projects that are often critical for the success of a project, sh
be developed.

In this regard, the social conditionality of direct grants is supposed to contribute to good practicesrefvgmyerbaencerithe
however to impirmymonitoring of projects in order to ensure that this criterion is actually met.
In this respect, the ITF couldosbrk ai se wi th NGOs PpPponoodbdéenedi maxbpfd weasstd bet 6pi

ensure that its projects incorporate the voices of beneficiary populations. More generally these directggraciisredidd akstobe
take the form of equity financing.

7.2.7 EQB3 Formalise better coordination mechanisnsetween regionaland national
infrastructure

The PFG shouldrmaliseoordination mechanisms with the RIP/NIP programmes and facilities, to ensure that the important natio
infrastructure projects are being addressed and not adversely impacting the baribiityiliy regibfegigdrojects. ITF LBdHEsIn

terms of projects, and PSC in terms of coordithtitrategyshould consider more regularf@nthlisednteraction with EU
Delegations in African countries to ensure coordination with natiesal boundari

Interactions should furtheébbealisedith other regional institutions such as RegionBbBlearet Water management bodies and
Transport corridor committees.
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7.2.8 EQB3: Formalise better coordination mechanisms between financiers

The ITFshouldind e coordinati on mechani sms as an fshomgihcRid®erdirtaton i on cr
withnonrPFG financiers.

In the context of grant operations, this should cover the sharingoojafsitatiom combined sitesits and planning days to take
stock of project progress.

7.2.9 EQB3Encouragesmaller PFG financieend engage wittlinancialintermediaries

Smaller financiers should be encduoaigde othelead financier role, to assist in a more equal distribotidoad and cover the
broader interests of the ITF Bonor

Engaging regional and national financial intermediaries would allow the ITF to better appreciate locaArisisldisyzrbcuthe
enhancement of skills and processes of letevaommercial and development banks, so that these could become effective gateways fo
national and international capital to be deploy&hhagurbAfrica infrastructure projects.

In this respect, capacity building of local financial intewoettiasissist in reducing the gap between perceived and actual risks for
infrastructure investments. Regional development banks, such as the Development Bank of Southern Africagltpmdiegst African Dev
Bank or the East African Development Banle odelgtdied more at the operational level, potentially through an annual invitation to an
ExCom meeting.

7.2.10 EQB4: Refinghe role ofthe Steering Committee

There is a need to revisit the role of the Steering Committee, for the provision ofguicleacstratigd TF, in order to direct funding
to projects that are relevant to reach its objectives, and for the Steering Committee to encourage thesutesafiamefh@ddear re

The adoption of the PbRpAhe African Heads of $taffebruard012 provides an opportunity to build upon.

7.2.11 EQBA4: Introduceanindependent review mechanisifior grant operations

An independent review of grant documentation would:

Guarantee the independence of the governance bodies;
Enable a stronger and more redlads& of compliance of grant operations with criteria;
Ensure the global coherence of the portfolio of projects.

We would suggest the creation of an expert panel to further challenge and develop projects to maximise theis.outcomes and imp

7.2.12 EQB4:.Clariy the role ofthe RECs

The Executive Coitteeshouldtlarifithe role of the RECs in the ITF as well as the opportunities for coordination and interaction. It shou
equallyormatie opportunities for interaction with sectoral regional insjitrntise RECs.

7.3 Efficiency

7.3.1 EQC2: Improvéhe quality of grant request submissions

There is a need to improve the consistency and quality of documentation supporting grant requests. A éovmttar@ABIGs2ly foll
document should address poteatiaérns of the ExCom when approving refpdisitmally, there is a needcmrgorate new
ii mpl ementation criteriao into the CIARR@&ngdocument, correspo

Measures taken to encourage private sectanamntolv

Coordination mechanisms in place (PFG-BR@Ghon

Risk management considerations

Governance and sustainability;

Measures taken to reduce the risk of doublsulysiggand

Arrangements for sustainable servicey (latilgdingrovisionfor maintenance of infrastructure)

7.3.2 EQC2: Investigateptions forbetter managng donordisbursementdo the ITF

When compared vttt rust Fundperated byther organisatiqissich as the World Bainkje may be someedo changehe Trust

Fund Agreement. Other organisations allow for the contractual commitment to provide funds, but then difowdiothigetransfer o
fund managep follow once a project (or group of projects) have been approved (in this caSadbydEsd@g@mnents provide Trust

Fund managers with the certainty that they have funds to commit while giving Donors the option to providedquisdiyhen they are
the ITFearer tohe point afisbursementvhile this would have no impact oatéhef disbursement, it is successfully used in other
programmes to more clearly show when further funds are requ
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7.3.3 EQC2Better address good governance, maintenance and sustainallifyrojects

The I'TF should chngovdernamcer prorangaeamemtgo® as a specific #i
tha when grant operations undergo approval, they must demonstrate at a project level what initiatives are telere tasteduce gover
This should includensoassessment of the level of governance risk and a clear mitigation plan.

Furthermore, there needs to be a reinforcememterlookkdduringe fApr ov
the grant approval process.

7.3.4 EQC2Improve theconsideration of risk management

There should be a more systematic assessmsiin dig¢igkoject approval stagkclearer presentation to EXCase risks should

follow standard risk management approaches and may best be cdnstdBdiicadiaEconomic, Social, Technical, Legal and
Environmental (PESTLE) elements. In this case project risks would be outlined and detailed and a probaigilityeand impact of o
indicated those with high probabilities and high / mediurcomighdlcen be required to outline mitigating measures as part of the
application process.

Therefore these considerations need to be i nteguddessedin as an
the grant operation reqoegér sheets, and presented as part of the case for funding

7.4 Impact and sustainability

7.4.1 EQDZ21: Improve monitoring, evaluation atite results framework

The ITF needs to establish a minimum common set of indicators at project level that coulpdrtfelgytegealtedling amwount
the different stages of projects and sectors, so that the Secretariat can better ramtyebasia dayvell as prepare for the final
evaluation in 20IEhese indicators should be proposed and adopteH®yrtbmbers in consultation with ExCom.

A proposal of mandatory core indicators could focus on the following areas:

Increase in number of people with access to improved service;
Cost reductions for consumer; and
Employment (sectoral) generated chmiingction and durioyperation.

The ITF Secretariat should reinforce its monitoring at portfolio level, and develop (with the assistances)faperéiitaténancier
monitoringndreporting tool©n the basis that the functioning of the ITikchalhge however, there is only limited need to increase the
size of the ITF secretariat to allow for improved monitoring which could be (and should be) limited tordne full time equivale

Decisions regarding timing of the final evaluation will lpemdéttp aiethe decision as to whether or not the ITF is terminated in 2015.
Should it be terminated, the evaluation team would recommend that the final evaluation go ahead as plametitime28dBntegardles
of physical completion of the inftasérprojects. Should thén6ievebe extended beyond 2015 it is up to the ExCom to decide an
appropriate date, given that potentially few ITF supported projects will be phykically complete

7.5 Current and future challenges

Many of the conclusions divave are based on the conclusions from our work. However, based on the generalities of the wo
conducted in this evaluation and the experience of the team there are a few additional recommendatioasttt@atdrisidelt.import
These are intéed to be helpful in considering the future direction and continued evolution of the ITF to support infrastructure challen
Africa.

7.5.1 UseTA to improve credit worthiness
The ITF could contribute to supporting the creditworthiness of infrasirerstfeegcusitities buyers of power) through:

TA to support assessments and work towards achieving a credit rating or an improvement in credit ratifigged This support is of
through other facilities as well, however, directly working with tienafitiariggecific element of the ITF could be beneficial and

is essential in achieving greater private sector participation.
TA however needdé&seen as complementary to other forms of direct support to credit worthiness. While TA tpasupport achievin
rating or improving a rating is important, these changes will take time to impact a specific investmenangialsugbpdurther fi

is required through:

o Direct credit support or financial struendng;

0 Setting up partial risk guarantetr®eqrattern of those created by the World Bank and providing a backstop to borrowers in

case of default (custonoteatngd rating being boosted by th

This TA however should only be related to a wider ITF investment
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7.5.2 UseTA to improve capacity buildgin PPPs

Technical assistance provided by the ITF could betbandfidial e s s i n g A fcapacity ahallengewevernmtlee cdantéxs

of the ITF, this should be linked to a transaction and or loan and undertaken to suppwhagmomécturgpecifically, TA could

help by:
Setting up of local PPP units to concentrate expertise, supplementing government capacity with externakspedialists to struct
manage PPPs,
Working towards standardised procedures and documé@&R&minésed on proven experience for use in African countries, in
order to achieve efficiency gains (e.g. template for financing documents contracts and operations, and maaiterpnce agreement:
with concession agreements, etc).

This TA however shaully be related to a wider ITF investment

7.5.3 Expard the use ofisk mitigationinstruments

Obstacles to private sector participation could be overcome by risk mitigation and credit support instrurkentsndmgrder to ma
available to infrastrucprogects under suitable terms. These would however require a redefinition of the trust fund agreement.

Encourage the implementation of pilot projects to test new funding approaches aimed{aanyotjistygépicl from

private sources foestment in infrastructure.

Provide capital grants to mitigate the risks linked to business costs, by developing specific instrumeatsing aiddgess the foll
increased capital equipment costs,
operational expenses and maintenance costs

Some otheoals to overcome risk include:
Foreign exchange liquidity fadilftyreign exchange liquidity facility can help reduce the risks associated with borrowing money in &
different currency by creating a line of credit that can be drawn on wheretiserpoojegtand repaid when the project has a
financial surplus. The cost of such a foreign exchange liquidity facility is expected to be cheaper thateeithiepaliman guaran
insurance.
Pledgefundan equi ty capit al iatéfpriprejetts thd ard taorsrdall foreequity bneesterpte corsiger, despite
having a strong internal rate of return (IRR). In this model, public finance sponsors (which could be denelepesl @ountry gover
international financial institutiong)epeosmall amount of equity to anchor and encourage much larger pledges from private
investors, such as sovereign wealth funds, large private equity firms and pension funds
Subordinated equity futlds means that the repayment on the equity ipobfawéran the repayment of other equity investors.
Subordinated equity would aim to leverage other equity investors by ensuring that the latter have firdiatadipoofihe distribu
thereby increasing theiratiflested returns.
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8.1 Mid-Term Evaluation ofTFTerms of Reference
BACKGROUND TO THE EVALUATION

Description of the Infrastructure Trust Fund

1 The EU Africa Infrastructure Trust Fund (ITF) is an instrument to help impAéicarinfresiucture PartneiBhépManager
of the ITF is the European Investment Bank (EIB) and has been mandated by the ITF Executive Committee to undertake the
procur e ment -TedrnoBEvaluatiore The MAFi$ goverkad By the Trust Fund Agreement (TFA) first sgp@d on 23 April
(and since amended from time to time). Charts describing the ITF mechanism and its governance structuite as well as the curre
version of the TFA are attached as Appendix E and should be regarded as integral to these terms of reference.

2 The ITF iotachieve its objectives by providing grant finance for Eligible Projects (TFA Article 1.Howdeich are trans
infrastructure projects or national projects with a demonstrable regional impact on two or more countrigspfavtgelst one count
mus be among the list at TFA Schedule 1. ITF resources, which come from contributing Donors (TFA Article 2.2), are allocated
iGrant Operationso which can take four forms: iai(/At erest r :
Article 1.2). Project Financiers nominated by contributing Donors solicit Grant Operations from ITF (THA&hntieles1.3) and are
of the Project Financiers Group (PFG) (TFA Article 5). The EIB provides the ITF Secretariat (TFA Article 7).

Rationalefor and Purpose of the Evaluation

3 The TFA envisages independetemmicnd final evaluations of the ITF, to be organised by the Executive Committee, which is the
I TF6s governing body (TFA Arti cl e sepdtswlll seammdrisedthe impdctokeGrahtF A s t
Operations financed by the Trust Fund in the African countries, paying attention to human resources2jrandligibility (Article
devel opment (Art 4.3.3) criteria.o

4 The purpose of the-eith evaluation iagsess the performance of the ITF over the pefiochgabdist key OECD/DAC
evaluation criteria and to make recommendations for the future work of the ITF and for preparations for the final evaluation.

Scope of the Evaluation

5 The evaluation will calelTF activities and all ITF projects approved and cleared in principle, from first signature of the TFA until .
December 2010. It will look not only at the grant operations portfolio but also at ITF governance striohggesudastegic direct
procedures, and ways of working in practice (inchelatgdTaetivities of PFG members).

Governance of the Evaluation

6 The evaluation is commissioned by the Executive Committee and will be conducted by an independent eval(afidn boasultant te
Ewl uatoro). The Evaluatordéds primary point of cauptact wil/l
comprising volunteer members of the Executive Committee ;:
the Evaluator by formal written notice. The purpose of the Reference Group is, on behalf of the Executivet@emmittee, to assur
overall quality and usefulness of the evaluation, and the adherence of the evaluation process to the OECEiESC Evaluation Prir
by advising the Evaluation Coordinator at key stages in the evaluation process. The TORs for the Referenas Group are attache
Appendix A to these ToR.

EVALUATION OBJECTIVES AND TASKS

Evaluation Objectives

7 The evaluation will assess the oeeralfppor mance of the | TF and make recommendat
as an instrument of theAii¢a Infrastructure Partnership to accelerate the financing and implementation of regional infrastructure
projects, rather than cseasing the performance of ITF projects themselves.

8 The assessment will review the evolution of the ITF portfolio in relation to eligibility criteria in TFA&lApioEnt aitdria dev
in TFA Article 4.3.3.
9  Without being subject t@taduation itself, the Evaluator will need to be cognizant of the overall and evolving context in which the
ITF was selp and operates:
(a) The changing context, including
i) the evolution of theAgtita Infrastructure Partnership aimrihAfriecBU Strategy, the Infrastructure Consortium for
Africaand the Programme for Infrastructure Development in Africa;
i) the effects of the global financial crisis;
iii) the findings of the Africa Infrastructure Country Diagnostic;
iv) the evolution of EUtermce with grdoan blended fundimgchanisms.
(b) The views of a range of stakeholders, including EU @moriokstPEG members (including the African Development
Bank), kemembers of the Partnership Steering Committee,-Eldjoffividinanciers of regional infrastructure projects (e.g.,
World Bank, Development Bank of South Africa), and prormatpmodetl projects.
10 The evaluation will also
(a) help prepare for the final evaluation, including (but not limdessesba@himpact and sustainability efugported
projectsafdtow t o pay fiattention to human resourceso (Article
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(b) assess the efficiency, effectiveness and awareness caisimyiaicdtion activities by ITF Secretariat, Financiers and
Donorsiline with Article 10 of the TFA.

Evaluation Tasks
11 The Evaluator will undertake the following tasks

(a) Construct the chain of results: inputs/outputs/results(oytectses)/

(b) Create Athe framewor ko possiblegnwamest ori ng of i nputs, act
(c) Adapt and propose, if necessary, the methodological apmaetiofipr

(d) Identify a set of evaluation questions (taking as a startisggo@istioins in Appendix D), linked on one hand to the
expected effegtutputsoutcomes, specific impacts) and on the otheobj@etites specified under(§ appropriate
judgement criteriadach question and relevant quantitative and qualitative ireicatorgddon,;

(e) Collect and analyse primary and secatalfoyttie period 2QUA0 necessary to answer to the above questions;

(f) On thiasis of these data collegtimpose a baseline for thecuadhation and any necessary strengthening of monitoring
systems;

(9) The conclusions must be justifids@tton the findings;

(h) Formulate recommendations based on conclusions;

Evaluation Criteria

12

13

The evaluation will be based on the following criteria
(a) Relevance in relation to African regional infrastructure priorities and programmesliimithettogcbbhererice between
I TF supported projects and other projects t abjegtewdsi ng cl os
(b) Effectiveness in achieving the ITF objectives (including but not limited tehich EkEehas leveraged project finance,
facilitated €inancing by PFG members, or has been a critical factor in allowing projects to proceed).
(c) Efficiency in the use of resources, which primarily are ITF grant funds, but also gtéafiitinet |imdedito timeliness of
project processing.
Impact and sustainability are two additional important evaluation criteria to be constdemed\ajithéanidh relation to ITF
supported infrastructure projects. But for most of thes# jwréjedy too early to make an assessment of impact and
sustainability. With a view to facilitating the ITF final evaluatierm teeatn@tion will assess the adequacy of project monitoring
(including, but not only, in relation to imEadtaimability) and make appropriate recommendations if necessary.

Methodological Approach

14

15

16

The Evaluator should draw as appropriate on EuropAid evaluation guidance at :
http://ec.europa.eu/europeaid/evaluation/methodology/index_en.htm

It is expected thla¢ tmigterm evaluation will use a range of evaluation methods including
(a) Review of ITF documentation (including rules, procedure€poBxaiterelocumentation and minutes, monitoring reports,
annuateports, website material, PFG documentation);
(b) Analysis of information on the full portfolio of projectsfeeatipaapproved and cleared in principle by the Executive
Committee);
(c) Interviews (fatodace, by telephone, in focus groups or byeaths) with key stakeholdweasiding representatives of
contributingonors, PFG members, project promoters, key Africamstegimres;
(d) Case study analysis of up to 10 projects, to be prop&seduasydhas representative. The following thretiatn
exclusiveriteria must be used to ensure the representativeness of the selected projects:
i) Sectors: at least two projects in each of the transport and energy sectors
i) Type of grant support: at least two grants providing Technical Assistance gtéots pruoyatifepiterest Rate
subsidy
iii) Cdinancing and coordination among the PFG members and other agencies: at least two grants involving more than o
PFG Members and at least two involving parallel or joint finanditgfimdimciers as e at least two where the ITF
project needs coordinating with projects financed by other agencies within a coherent regional programme (e.g. power pi
transport corridor etc).
(e) Field visits to at least 2 Africapgiohs for interviews, forrinstaith project promoters and African regional institutions.
The | TF Secretariat will facilitate Evaluatorsd contacts

REPORTING, DELIVERABLES AND TIMETABLE

17

The Evaluator will deliver the followpntspwith provisional deadlines after contract signing date. The evaluation should commence
before the end of June 2011 and should be completed within 33 weeks.

(a) Kick Off Nofmesentation to meeting of Reference Group f{®memiksnencement)

(b)Draft Inception et (8 weeks from commencgment

(c) Final Inception Begl12 weeks from commencgment

(d) Presentation of Draft Findings Conclusions and Recommenuzeiing o6 Reference Group (22 weeks from

commencement)

(e) Draft Final Rep@5 weeks from commencement)

(f) Final Report (30 weeks from commencement)

(9) Final Report presentation to the Executive Committee in Brelsefsaf®3commencement)

(h) The Evaluator should be prepared to make the presentation ofttteetfieabtepong Committee, subject to decision

by the Executive Committee. The date and location of this potential presentation are not yet determined and will need to b

communicated at a later stage; the venue could be in the EU or Africa.
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The contenf these outputs are discussed below.

Kick Off Note presentation to meeting of Reference Group

18 At this meeting the Evaluator will propose, and the Reference Group will discuss and validate
(a) draft evaluation questions and possible judgeméasedtefizgical framework and linked to objectives covered under
§710
(b) methodological approach
(c) ITF projects proposed as case studies
(d) proposed work plan including field work

Draft Inception Report

19 The Draft Inception Report will contain
(a) Thevalidated evaluation questions. Each question sttooltifenied by explanatory comments, judgement criteria,
quantitative and qualitative indicators;
(b) Methodological approach to data collection and analysis
(c) Detailed work plan, includingieldms.

Final Inception Report

20 Provided that the Final Inception Report responds adequately to Reference Group comments on the draft, éiter Evaluation Coorc
will issue a formal letter of acceptance of the Final Inception Report to the Evaluator.

Presaentation of Draft Findings, Conclusions and Recommendations tmeseting of the Reference
Group

21 At this meeting, the evaluator will present, and the Reference Group will discuss provisional findings, conclusions and
recommendations, including the figlmhrfirsdings.

Draft Final Report

22 The Final Report will comply with the format at Appendix B to these ToR. The quality of the draft Finald@dpothevill be assess
Reference Group, including using the Quality Assessment Grid at Appendix Thio tiegadroRequirements are that
(a) Findings are based on reliable data, which has katkeoss
(b) Conclusions are clearly and unambiguously based oriedalgatiahithemselves flow logically from, and are justified
bysound analyseasd interpretations based on carefully dessimegtions and reasoning.
(c) Recommendations flow directly from the conclusions amegtistiddeais for addressing weaknesses and/or reinforcing
strengths.

Final Report

23 The Final Report must take account of comments on the draft Final Report from the Reference Group and ttar .Evaluation Coorc
The Evaluator may either accept or reject the comments but in case of rejection they must justify in thenegithesport (or an a
reasons for rejection.

Final Report presentation to ExCom

24 The Evaluator will make an-aigilial presentation of the Final Report findings, conclusions and recommendations to the Executive
Committee.

8.2 Recap of the objectives and scope of the eatibn

8.2.1 Objectives

The purpose of thistmidr m eval uati on i s t o-Affica lfsastracture fTrbse Fund ever tloerperBdin200F o f
against key OECD/DAC evaluation criteria and to make recommendations for the future ndoftr gfrépardtiom for the final
evaluation. o

The main objectives of the evaluation are therefore to assess the overall performance of the ITF to date, aohm&kethecommenda
| TF6s future.

The evaluation focuses on the contribution of arTiRsument of theAftita PartnersHigr Infrastructyr® accelerate and

leverage the financing and implementation of regional infrastructure projects, rather than on assessing theppgecisnance of IT
themselves.

The evaluation assesiesavolution of the ITF portfolio of projects in relation to:

Eligibility criteria defined in ITF Agreement Article 1, and
Development criteria in ITF Agreement Atrticle 4.3.3.
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As per the ToR, the evaluation also seeks to achieve the following objectives:

Assist in the preparation for the ITF final evaluation (including how to assess the impact and-suptzoniziiljiyopédiFand

how to pay fiatt e-Aricle®.8ofthelTFhAgreement);r esour ce s o

Assess the efficiereffectiveness and awareness raising and communication activities by the ITF Secretariat, financiers and donors
line with Article 10 of the ITF Agreement.

8.2.2 Scope

The ToR for the evaluation def i ne sectstappeoved and pearedairsprirciple; fomifistg i
signature of the ITF Agreement until 31 December 2010. It looks not only at the grant operations portfolerbanedso at ITF go
structure, strategic directions, rules, procedures, and waygiothwdikintiFe | at ed acti vi ties of PFG m
the evaluation Reference Group (RG) and ITF Secretariat, the coverage pet@achfevdheatiod was extended to 5 July 2011, in

order to take into account projects thatdraep@ved recently and maximise learning from experience to date.

Importantly, this evaluation &ssetsing the performance of each individual ITF project.

8.3 Evaluation approach, limitations and use

8.3.1 Evaluation criteria
Evaluation questions have foegrulated in line with the four main evaluation criteria outlined in the ToR:

Relevance: the extent to which the ITF (its role, strategy, alignment and geographical reach) is relevatheddteridgectives o
Partnershiferinfrastructure,tbeo nt r i but i ng donorsé6 objectives and African r
Effectiveness: the extent to which the ITF objectives are achieved, leverage has been generated, knowledge has been developec
retained and transferred, I@F governance supports its effectiveness.

Efficiency: a measure of how resources/inputs (funds, expertise, time, etc.) anetpotsespedidly through the efficiency of

the ITF organisation and processes.

Impact and sustainability: tigeneit criterion is not assessed as it is too early taiidemtégndsustainablienpactsHowever,

the miderm evaluation analyses the monitoring system with a view to facilitating the final evaluation of the ITF.

The complete list of evaluatiestigns is detailed in a@néx

8.3.2 Approach and tools

Inception phase
The inception phase gave us the opportunity to:

Undertake initial interviews with a sedéstakeholders: ITF Secretariat staff and members of the Reference Group.

Perform documentary research (particularly of online documentation and documentation provided by the ITF Secretariat).
Conduct an ITF portfolio review with regard to tlyeaelibilsirelopment criteria (articles 1 and 4.3.3 of the ITF Agreement).
Conduct a first analysis of the strategies that provide the context for the functioning of the ITF.

Data collection phase
Anin-depth document revidvas been conducted over the pasitisn which focused on:

Reviewing ITF project applications (cover sheets and supporting documents) related to the full portfolio aégesgetis in order
extent to which they address the development criteria and eligibility critpriavide wétdaslation for monitoring.

Understanding the internal workings of the ITF, ways of working and governance structure.

Understanding the changing context, including the evolutigkfrodaheaderskidp Infrastructuaad the Joint Afried

Strategy, the Infrastructure Consortium for Africa (ICA), and the Programme for Infrastructure Development in Africa (PIDA).
Identifying the stakeholders at project level (case study projects only)

The following broad categories of documents hawéelesh(a more comprehensive list is presentedify.annex

ITF Agreement, role and responsibility do¢wmeritsad Financier, PFG Operating Methodology.

ITF application cover sheets and supporting documents made available by the ITF Secretariat for the full portfolio of projects.
PFG meeting agenda, minutes and pipeline of projects.

ExCom meeting agenda and minutes, ICA, African Development Bavet¢AfiBEtructure Development Group (PIDG), EIB,

ITF and ExCom presentations.

Specific papers developed by ExCom and PFG on specific discussion points

Minutes of dtbc meetings
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Press releases and other ITF communications.

Interviews were conducttddtie members of the reference group subsequent-odf e &iirlg.
For the field phase, data was gathered through two main means:

Interviews with a range of ITF stakeholders, including the ITF Secretariat and other institutions éuiidin Ghaddericer sh
involved in the dayday management of the ITF, stakeholders involved in the ITF strategy, institutions wi\fdkad in the EU
Partnership for Infrastructure, financiers of the ITF, stakeholders from other fundingvegiruregiasahidirastructure
projects in Africa.
Interviews in the context of case studies at a project level, including field visits. The case studies wetrepopsséahtase by
submitted to the Reference Group for comment througfh tloéekéoid the sample was validated during a Reference Group
meeting on 19 July 2011. Case studies were selected based on the following criteria, as outlined in the TOR

At least two projects in each of the transport and energy sectors;

At least two grapt®viding Technical Assistance grants;

At least four grants providing Interest Rate subsidies;

At least two grants involving more than one PFG Members;

At least two grants involving parallel or joint financingWiiharariers; and

At least two granthere the ITF project needs coordinating with projects financed by other agencies within a coherent regione

programme (e.g. power pool, transport corridor etc).

the participation of several members of the PFG in the grant operation or iesstmeetlyimguding the AfDB.

A list of the interviews undertaken is provided8rbannex
A total of 82 interviews have thus been performed

Case study intervie®S interviews undertaken out of total 65 planned (85%)
Noncase study interviews: 27 interviews undertaken out of total 37 planned (73%)

Four countries / ITF funded projects have been visited:

Beira Corridor (Mozambique)

Lake Victoria WATSAN (Uganda)

Caprivi Interconnector (Namibia)
Rehabilitation of Great East Road (Zambia)

Several reasons explain why some interviews were not conducted:

At times unreliable contact details for stakeholders
Nonresponse of some stakeholders (despite several attempts)
Site visits some unavailability at the last minute

Analysing phase

Data gathered through interviews has been processed to conduct detailed analysis and feed the indicatorsaatéen out in the ev:
framework, according to the evaluation criteria.

Context analysis has been conducted throughout the evaluation process. This enabled a more thorough coeseleratrae of ITF futu
in a highly evolving context.

8.3.3 Limitations
No particular problems have been encountered by the evaluation team.

Howevethere are some limitations, which can be observed, particularly:

Stakeholder interviews potentially biased towards project financiers due to several factors;
o They tended to be the most responsiiew stakeholder g
o All EIB Loan Officers (and in most cases, Monitoring Officers) were interviewed for the 10 case study projects, as
requested by the Secretariat
o All Project Lead and other Financiers were solicited for the case study projects, with songe3poojécts involvi
different Financiers.
There may be some inconsistency of figures across documents sourced: at times, figures in some cover shewgjs differ from suppo
documents, which differ from status update reports;
Progress of physical infrastructlogvisrapact on ability to address certain evaluation questions in their entirety, e.g. monitoring,
impacts, achievements;
Challenge in sourcing appropriate quantitative benchmark data; and
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Required reorganisation of judgment criteria or indicategsiestiossifnave been merged to provide a more logically flowing report
(B3 and B5 merged into B3, elements of C2 merged with D1)

As a reminder the evaluation team has not reviewed the individual processes and procedures of the PFG fieameidrsuds that was
of scope of this evaluation, in keeping with the spirit of trust in financier methodologies and procedures.

These limitations are known to the evaluation team, and therefore consideration of these points has beengramewsiensormulatin
and recommendations to ensure they are based on a balanced view.

8.3.4 Recipient of this work

The intended recipient of this work is the European Investment Bank as the Manager of the ITF, with whord thi® evaluator entere
contract. Direct recipientiefindings and recommendations will be the ITF Secretariat, Project Financiers Group, Executive Commi
and Infrastructure Partnership Steering Committee. Indirect beneficiaries of the reports will be other préjtafinanciers and
stakeholders.
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8.4 Evaluation questions

Proposed evaluation questions:

Sub questions:

Relevance

A.To what extent is the ITF relevant to achie
objectives?

AL Intervention logicls ITF implementation based on a clear and ct
intervention logic?

A2. Context (strategic relevancAjter 3 years of implementation, is the |
relevant in addressing the objectives ofAlfiec&Partnershgy Infrastructure
and more broadly the/&EfJr i ca Strategy, gi ve

needs ah priorities in terms of infrastructure development (e.g. effec
financial crisis)? Will it remain relevant into the future?

A3. Project relevance (operational relevante)what extent does the
portfolio of projects address ITF objentiveeet the eligibility and develog
criteria?

Effectiveness

B*. How far has ITF assisted in achieving the
expected outcomes of the-Bllica
Partnershipgor Infrastructure and Energy?

B3 and B5 questions have temibinednd
reformulated irdne single evaluation questior]
coordination.

B1. First aitputs: To what extent are ITF objectives / expected outy
outcomes achieved?

B2. Leverage effect / added valew critical have ITF grants been for er
ITRsupported projects to prd@eWhat is ITF added value?

B3. ITF coordinatiofio what extent is the ITF coordinated between Fina
well as with other instruments and initiatives that exist for Afric:
infrastructure projects?

B4. GovernanceHow effective is th& Jovernance system in order to ree
objectives?

Efficiency

C*. How far have | TF
(including rules, governance structures,
procedures, strategic direction, and how they
have operated in practice) been optimal in
channelling ITGrant resources to where they
add most value?

C1. Administrative efficiencwhat are the costs of back office admini
support with respect to ITF implementation?

C2. Grant operation setting up, approval and implementatishat extent ¢
the PF@nd the ExCom apply efficient, timely and rigorous internal gra
evaluation/approval procedures? To what extent is ITF implementati
monitored?

Impact and sustainability

D. How adequate are the monitoring
arrangements ibringing about the
implementation of projects that have long ter|
benefits and achieve the objectives of the fu

D1.How adequate are the monitoring arrangements instituted and requit
facilitating the final evaluation of ITF? What lessbasezant (from proj
financiers or other stakeholders/funds to improve monitoring for the sect
ITF programme?

D2.How will the benefits of the ITF continue to be monitored when th
ceased?
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8.5 Listof interviews

Interviews conducted in the frame of the case studies

Name Position Company / Institution Location
Olivier Ratheaux Investment Officer, Non Sovereign Financing Department AFD France
Celine Boulay FinancidWlanager AFD France
Frédéridlaurel Water and sanitation department AFD France
Sabrina Guerard Senior Project Manager, Water and Sanitation AFD Uganda
Stéphane Carcas Chef de projets Infrastructures AFD France
Freddie Kwesiga Resident Representative, IMF, Zambia Country Office AfDB Zambia
Karim Mhirsi Principal Investment Officer AfDB Tunis

Lise Weidner Principal Transport Economist AfDB Tunis
Themba Bhebhe Country Programme Officer, Zambia Country Office AfDB Zambia
Adelino Mesquita Executive Board Director/Membe Bafatite CEM Mozambique
Arun Pai Advisor to the Board CFM Mozambique
Mads Tiemroth Consultor Financeiro CFM Mozambique
Lene Mollerup Adviser / Secretariat for Mixed Credit DANIDA Denmark
Bob Aheuero Team Leader EGIS Kenya
Cristina Mejia Garcia LoarOfficer EIB Luxembourg
Diederick Zambon Loan Officer EIB Luxembourg
Dimitri Mayaux European Affairs Officer EIB Luxembourg
Floris Vermeulen Loan officer EIB Luxembourg
Geoffroy van der Straeten Head of Banking Unit EIB Luxembourg
Isabel Costa Loarofficer EIB Luxembourg
Mark Leistner Loan Officer EIB Luxembourg
Michel Marciano Head of Public Sector Unit EIB Luxembourg
Philippe Brown Loan Officer EIB Luxembourg
Rasmus Lauridsen Loan Officer EIB Luxembourg
Roberta Micillo Monitoring Analyst EIB Luxembourg
Sandrine Grbic Monitoring Analyst EIB Luxembourg
Stephen Hart Water sector expert EIB Luxembourg
Claude Kayintekore Directeur Energie Electricité des Grands Lacs Burundi
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Name Position Company / Institution Location
Alfonso Cabirillo Deputy Secretary EU Delegation Mozambigue
JohrSeryazi Operations Offi¢enfrastructure EU Delegation Uganda
Jordi Cadilla Chargée Infrastructures EU Delegation Rwanda
Mehdi Mahjoub Engineering Advisor EU Delegation Zambia
loannis Tzartzas Energy officer EU Delegation Rwanda
Michel Arrion Chefde Delegation / Ambassadeur UE EU Delegation Rwanda
Sigvard Bjorck Head of Sectidnfrastructure EU Delegation Zambia
Giorgio Parentela Telemedicine Task Force Manager European Space Agency Paris

Anja Nina Kramer Senior Project Manager, Watesamithtion KW Uganda
Christiane Schmidt Principal Project Manager KW Germany
Klaus Gihr Head of Energy and Environment Division Kfw Germany
Dev Hurpaul Director, LuxConsult SA Consulting Engineers LuxConsult Luxembourg
Mario Poli Team Leader for GER project LuxConsult Zambia
Michael Gotore Managing Director Nampower Namibia
Rainer Jagau Finance Nampower Namibia
Sara NM Naanda Finance Nampower Namibia
Jean Jacques MOMBO Chef de projet PAPN CongeBrazzaville
Michael N Mulenga Director and CH®pad Development Agency RDA Zambia

Felix Massangai

Treasury Department, Ministry of Finance

Republic of Mozambique

Mozambique

Mrs. Piedade Macamo

Deputy Director in National Treasury Department

Republic of Mozambique

Mozambique

Adolf Spitzer Seniotnfrastructure Planner Republic of Uganda NWSC Uganda
Isaac Arinaitwe Manager Planning and Design Department Republic of Uganda NWSC Uganda
Johnson Amayo Chief Manager Planning and Capital Development Division Republic of Uganda NWSC Uganda
WillianT simwa Muhairwe Managing Director Republic of Uganda NWSC Uganda
Charles Hammond CEOQ Cable & Wireless (Seychelles) Limited Seychelles Cable Systems (SCS) | Seychelles
Tsiresy Randriamampionona CEO AIRTEL Seychelles, Telecom (Seychelles) Limited SeychelleGable Systems (SCS) Seychelles
Principal Secretary for Information, Communication & Technology / Societe Sey
Benjamin Choppy d'investissement Seychelles Government Seychelles
Other interviews
Interviewee Position Company / Institution Locations
Matthieu Bommier Chef de projets, Division environnement et équipement AFD France
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Interviewee Position Company / Institution Locations
Alexis Bonnel ExCom and PFG AFD France
Lydie Ehouman Transport Economist, AfDB AfDB Tunisia
Alex Rugamba Head of Lydie Ehouman AfDB Tunisia
Patrick Opoldarkwa Transport engineer AfDB Tunisia
Chef de la division des infrastructures BDEAC et interim du directeur des étudg
GilBlas Soptgame financement BDEAC CongeBrazzaville
Irma Weenink Senior Programme Manager DBSA South Africa
Alwyn Coetzee Senior Investment Analyst DBSA South Africa
Gary Quince Director Sustainable Growth and Development EC-DEVCO Brussels
Eleftherios Tsiavos Unit- Multicountry programmes EC-DEVCO Brussels
JeanLouis Lacube Head of UnitQuality of Operatidios'Infrastructure EC-DEVCO Brussels
JeanPaul Joulia Head of UrniitEnergy EC-DEVCO Brussels
Pablo Leunda Martiarena Head of sectbEnergy EC-DEVCO Brussels
Anastase Zacharos Energy unit EC-DEVCO Brussels
Peter Fernandes Cardy Head oRegional Programmes, ICA, infrastructure expert ICA Tunisia
Bernhard P.Tilemann Special advisor, Secretariat of Infrastructure Consortium for Africa ICA Tunisia
Laurence Carter IFC Director, Infrastructure Advisory Services IFC USA
Yves de Rosée Head oSecretariat ITF Secretariat Luxembourg
Anja Schorr Assistant ITF Secretariat Luxembourg
Ludovic Poirotte Assistant ITF Secretariat Luxembourg
Amélie D'Souza KfW Brussels Rep Office KW Germany
Bamory Traore Manager, NEPAD Infrastructure Ph@patation Facility NEPAD IPPF Tunisia

Wim Bekker

ExCom

Netherlands Ministry of Foreign Affé

Netherlands

Maurice Moukoumbouka

Directeur divisionnaire, finances et informatique

PAPN

CongeBrazzaville

Hichame Selmaoui Project Director PIDA Tunisia
Michel Berd SOFRECO PIDA SOFRECO France
Smita Biswas PIDG UK

John Hodges PIDG contact person for the ITF PIDG UK
Remigious Makumbe Director, Infrastructure Services SADC Botswana
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8.6 Documentation consulted

Africa Infrastructure Country Diagnostic

ICA Annual Reports

The AfricBU Strategic Partnership: A Joint Africa EU Strategy

MidTerm Evaluation of&fdca Infrastructure Trust Fund ToR

ITF Agreement

Joint statement on E@Africa Partnershigp Infrastructirgnd meeting of the Steering Committee
Joint statement on theAflita Partnershigy Infrastructur8rd meeting of the Steering Committee
Road Map: Implement théfida Partnersiiip Infrastructure

EUAfica Infrastructure Trust Fund Annual Report (2007, 2008, 2009, 2010)

Figures for Annual Report 2010

ITF Audited Financial Statements 2008

ITF Brochure January 2011

ITF Flyer January 2011

ITF Project Map

ITF Basic Presentation March 2011

ITF Press Releases

Financial commitments for infrastructure in Africa for 2008

Mandatory cressectoral indicators

Development Outcomes Report on Progress

Calculation of Interest Rate Subsidy Amount

12month review of the ITF Agreement

Grant Operation Proposals

ITF Cover Séts for each project proposal

Supporting documentation (e.g. impact assessments, project summaries) for each project proposal
Operating Methodology of the Project Financiers Group

PFG Pipeline (various versions)

Rules of procedures of the ExCom of the ITF
PFG meeting agenda and minutes

Guide of the financial institutions in Africa

Review of Risk Mitigation Instruments for Infrastructure Financing and Recent Trends and Development

ExCom meeting agenda and minutes

EU Blending Facilities: ImplicationsiferGavernance Options

Working Group on the additionality of grants in the framework of blending mechanisms

Minutes of selected Experts Meetings

Guidelines for the role of the lead financier
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8.9 Glossary of Terms

Acronym Meaning

AFD Agence Francaise de Développement

ACP AfricaCaribbeaRacific

AfDB AfricarDevelopment Bank

AU African Union

BDEAC Banque de Développement des Etats de I'Afrique Centrale
CAPGO Criteria for Assessment of Proposals for Grant Operations
DBSA Development Bank of Southern Africa

DFI Development Finance Institution

DG Direcgrant

EC European Commission

EIB European Investment Bank

ESIA Environmental and Social Impact Study

ERR Economic Rate of Return

EU European Union

ExCom ITF Executive Committee

FRR Financial Rate of Return

HLP High Level Panel for Infrastrugawelopment

ICA Infrastructure Consortium for Africa

IFC International Finance Corporation

IP Insurance premium

IPPF NEPAD Infrastructure Project Preparation Facility

IRS Interest Rate Subsidy

ITF EUAfrica Infrastructure Trust Fund

Kfw Kreditanstalt fir Wiederaufbau

LGB LoarGrant Blending Mechanism

Lux Dev Agence Luxembourgeoise pour la Coopération au Développement
MDG MillenniuDevelopment Goals

MDTF MultéDonor Trust Fund

NEPAD New Partnership for Africa's Development

NGO Nonrgovernment organisation

NIP National Indicative Programme

PFG I TF Project Financiersd Group
PIDA Programme for Infrastructure Development in Africa
PIDG Private Infrastructure Development Group

PPF Project Preparation Facility

PPIAF PublidPrivate Infrastructure Advisory Facility

PPP Public Private Partnership

PSC EUAfrica Partnersiigp Infrastructuséeering Committee
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REC Regional Economic Community

RG Midterm evaluation Reference Group
RIP Regional Indicative Programme

TA Technical assistance

TFA Trust Fund Agreement

TPC Total Project Cost

ToR Terms of Reference

uUsbD United States of America Dollar

WwB World Bank
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8.10Evaluation Ethics

As stated in the evaluati on manu that etiichl subjacts it ¢hé lord runpfofeher e ar
particularly difficult in evaluation of development cooperation. The assymetrical power relations, the preipédencacafaditiesr

of thinking and acting, the often perverse incentigeasyatel aid, and the ecalisral differences contribute to make aid evaluation

di fficult and subject to intricate ethical cwillgeispored socethical her e f
considerations relevtarthis type of evaluation.

Considerations that the Evaluation team will be cognisant of throughout the evaluation process includedtffifoltbeiép(tdodifie
Bank publicati on, fiEval uation Ethics, Politics, Standards,

Stakeholder potential issues:

Attempt to drive the findings in a certain direction to achedktateneesult, or to use the findings in an ethically questionable
fashion

Decline answering certain questions, despite their substantive relevance

Diredy modify findings in a draft report document or account of meeting minutes

Pressure the evaluation team into modifying findings

Suppress or ignore findings

Pressure the evaluation team to violate confidentiality

Legitimate stakeholders to be omittedefnoracess

Omit or distort information, or provide excessive irrelevant information to obstruct an efficient evaluation
Use delay tactics or provide excuses for not being able to acknowledge a commitment

Downplay findings or claim their irrelevance thexaitgation has changed

Findings are used to punish someone other than the evaluator.

Evaluator potential issues:

Evaluation Team discovers behaviour that is illegal, unethical, dangerous, etc

Evaluation Team is reluctant to present findingsrigipeddied reasons

Evaluation Team is unsure of their ability to be objective or fair in presenting findings

Although not pressured by stakeholders to violate confidentiality, the evaluator is concerned that repoxtimgdcertain findings
represent sha violation.

Evaluation Team collecting their own information Aoff t he
Evaluation Team does not respect confidentiality of information

Evaluation Team does not respect cultural sensitivities

To date, the following specific measures have bdgrthakEvaluation Team to minimise the risk of the above problems eventuating:

Consultation of the ITF Reference Group in identifyipgojeetrspecific stakeholders to consult

Consultation of the Lead Financier for each project to sekeifipttiers to interview in the context of the case studies

Sole accountability of the Evaluation Team to the ITF Reference Group, in terms of advice and validation of reports

All reports submitted in pdf format to eliminate risk of direct maaifdiation of

Consultation with, and validation received from, the ITF Reference Group in selecting the 10 projects for case study analysis

Ernst & Young is a member of the French and European Evaluation Societieshiaadraaeaork and Global Gadenduct
Overview he Global Code of Conduct provides a set of guiding principles grouped into five categories:

Working with one another

Working with clients and others

Acting with professional integrity

Maintaining our objectivity and independence
Respeting intellectual capital

The Code applies to everyone in Ernst & Young, regardless of individual role, position and practice. The &Epalsatiah team has
commitment to promote, support, and behave according to the principles contained in the Code.

Mid -Term evaluation of EU-Africa Infrastructure Trust Fund 1 Final Reporti May 2012 75



Annexesi Technical

9 Annexeg Technical

Mid -Term evaluation of EU-Africa Infrastructure Trust Fund i Final Reporti May 2012

76



Annexesi Technical

9.1 Final Evaluation: Proposed evaluation questions and indicators

Relevance

Potential evaluation questions and indicators telassese are outlined below.

Tablel50 RelevanceEvaluation questions and indicators

Evaluation question Indicators

Is the ITF still relevant in addressing the objectives-Afritee  Evolution of context

2 . . o
Partnershiprinfrastructure? Achievements with respect to objectives set

Has theintervention logic been reviewed in light of-ttwent Construction of an intervention logic followémm reichluation
evaluation?

How present has the EU been in developing regiong Increase in EU financial resources pleddddcan regional infrastruc
infrastructure? (through EDF, ITF *

Efficiency

Potential evaluation questions and indicators telessese are outlined below:

Tablel6d Efficiency Evaluation questions and indicators

Evaluation question Indicators

Are the costs of back office administrative support sufficien Coverage of ITF Secretariat administrative costs

by the ITF? Will this be the case beyond 2015? Evolution of role of ITE Secretariat

How efficient and timely iappeoval process of the ExCom?  Elapsed time between project proposal for funding by P
approval/rejection by ExCom #

Effectiveness

Potential evaluation questions and indicators &ffastigesess are outlined below

Tablel70d EffectivenessEvaluation questions and indicators

Evaluation question Indicators

To what extent has ITF funding leveraged funds amor PFG loan leverage: numbérodfPFG funding generated by one euro
financiers? Other financiers? Private sector? grant funding #

NonPFG loan leverage: numbeti of nofPFG loan funding pledc
subsequent to approval of each euro of ITF grant funding #

Grant leverage: numbel of additional grant funding pledged subseq
approval of each euro of ITF grant funding #

Private sector leverage: private sector funds generated as a result «
euro of ITF grant funding #

How timely are ITF disbursements across the pedject cyc Elapsed time between ExCom approval and first disbursement #
Elapsed time between ExCom approval and final disbursement #

Financial status of progress (disbursements) #

Are financial and economic rates of return (real or estimal Average financial rates of return vs. expected #

with the géctives articulated in the initial ITF application® Average economic rates of return vs. expected #

What has the ITF achieved in terms of additionality? Reflow¥ generated by the ITF per type of ITRamttu

** Not to be confused with the Investment Facility definition, where it refers to cash being returned/reinfegsted in a revolving
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Evaluation question

Indicators

To what extent have the chosen recommendations resultin
MTE been implemented?

Proportion of recommendations implemented #

Achievement level of KPIs related to implemented recommendations

What mechanisms/initiatives have been placento ensur
effectiveness of Financier relations? Amongst PFG financie
nonrPFG financiers?

Examples of effective PFG financier/donor relations *

Examples of effective cooperation between PF@&@ifmamciers *
Evolution of participatiothematic sectoral discussions *

No. of thematic sectoral discussions held #

ACoordination arrangementso ad
CAPGO document? #

What mechanisms/initiatives have been put in place to ensu
cooperatiowith African regional bodies?

Number of initiatives/fora that bring together financiers with Africar
sector experts, etc *

Evolution of liaison with financial intermediaries, RECs and regional
banks (in the context of an ITi gparation, and in general) *

How effective has PFG been in maximising participation of fi
and cdinancing opportunities? Private sector financiers?

Number of PFG financiers taking lead financier role on ITF grand ope
Number aofinanciers (PFG and-RéiG) per ITF grant operation #
Cofinancing rate per type of ITF instrument #

Evolution of liaison with appropriate and relevant private sector org:
the context of grant operations, and more broadly #

To what extelnave eligibility and development criteria been re
by the PFG and ExCom?

% of eligibility and development criteria addressed on ITF grant oper
cover sheet #

% of eligibility and development criteria adequately addressed ir
dacumentation provided to the ExCom #

How effectively has project monitoring and evaluation been «
and implemented, in order to facilitate the final evaluation at
level?

% of ITF grant operations that have defined an M&E framework #

% ofindicators that can be fed #

How efficient and timely is the approval process of the ExCo

Elapsed time between project proposal for funding by P
approval/rejection by ExCom #

How adequately does the ITF contribute to improving the lec
regulatory and bureaucratic environment necessary to encot
private sector in regional African infrastructure projects?

% of grant operation requests that address provisions for good gove
project support documentation #

To what extent ithe PSC provided strategic direction to the E

Number and % of PSC recommendations implemented by the ExCor

Number arfdequencygf PSC meetings

Source:

Impact and sustainability

Ernst & Young analysis

Potential evaluation questions and indicsessoimpaahd sustainabibitse outlined in below.

Economic, social and environmental

Tablel80 Impact and sustainabilifigvaluation questions and indicators

Evaluation question

Indicators
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Evaluation question

Indicators

How adequately are social aspeats addressed by ITF g

operations?

Contribution to attainment of Millennium Development Goals *

Contribution to attainment of poverty reduction objectives as
regional/national Poverty Reduction Strategy Papers *

Estimated numbers of peoplelow the poverty line receiving an impro

service

How adequately are economic aspects being addressed b

operations?

Impact of project on the promotion of economic deve(spmesectol

specific indicators on social and economic contribution)

How adequately are environmental aspects being address

grant operations?

impacts #

Compliance with legally required assessments of social and en

To what extent h&fsican ownership been achieved?

No. of ITF grant operations referenced in PIDA / NEPAD Action Plan:

Physical outcomes

Source:

Ernst & Young analysis

Tablel90 Outcomes and impacts (physical outcomes): Evaluation questions and indicators

Evaluation questions Sample Projects

Outputindicators

Outcomendicators

How have energy projects
enabled network extension,
increased distribution to rure
areasimprovedrossborder
connectionsesulted in cost
reductions for consumers ar
generated employment?

Power generation

Transmission -

pipelines

high
voltage lines, oil and ¢

Power output (MW) #
Renewable power (% or MW) #
Energy efficiency (MW saved) #

Length ofietwork extension or netw
rehabilitation #

Improved maintenance #
Reduction in network loss #

Employment during construction

No. of countries connected; power traded t
adjacent countries #

Stability of power supply #
Carbon footprint changes aefficiency #

No of people connected to distribution sys
gaining access #

No of people with sustainable and reli
improvements in service #

Improved coverage of rural areas #
Cost reductions in tariffs #

Employment during operation

To what extent have transpc Ports, airports
projectincreased volume of
trade, increased access to
centres of production, marke
and services, reduced trans|
prices for consumers and
generated employment?

Railways, roads

bridges

al

Expandethcilities and operating caps
#

Improved handling procedures #

Length of networks, bridges bui
rehabilitated #

No. of border posts improved #

Employment during construction

Volume of freight, passengers through po
airports etc #

No. of couis connected #

Logistics performance indices (cost and de
reductions etc) #

Usage (vehicles, public transport passe
volume of freight etc) #

Cost reductions/km; time savings #
Revenues generated #
Evolution of service quality #

Employment duriygeration

To what extent have ICT
projects ensured adequate
access to affordaaied
improvetechnologies by
supporting regulatory reforn
capacity building and

linksserving a region

Telecoms backbones ¢

Length of backbones installed #

Employment during construction

Access - no. of people connected to tele
system; traffic #

Improved capacity #

Reduction in cost of service #
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Evaluation questions Sample Projects Outputindicators Outcomendicators

broadband infrastructure Employment during operation
developmerdand generated
employment?

To what extent have water a Water and wastewa Capacity of production/treatment (m? Improved environmental conditions in a r
sanitation networks improve treatment plants basin, pilot projects that can be replicated,
the management of water resilience improved #

resources at local, national
crosshorder basin level,

Length of networks built or improved

Distribution networks & No. of persons/hhs gaining access t

sewerage schemes, or improved services # Improvement in population with access

reliable and sustainable service #

improvedccess to drinking Employment during construction o
water and adequate sanitati Improved health statigticteiborne) #
facilitiesresulted in cost Savings in water; cost reductions, reliability #

reductions for the consumer

Employment during operation
and generated employment’

Source: Ernst & Young analysis, based on Discussion Note for the Executive Committee (16 September 2010)oArferame Euedfatidion
(M&E) of thaF
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9.2 Contextual developments in African regional infrastructure since 2007

The ITF is currently operating in a different context from when the Fund was first implemented. Some of tire kispcidvetbpments
below.

The ICA has provided an importasttucture and directiorio guide the work of the ITF

The Infrastructure Consortium for Africa (ICA) seeks to help improve the lives adzbempnbdbmitiiaredl of people across the African
continent through support to scaling up investmastrtatimé development from both public and private sources. Like the ITF, the ICA
was launched following the G8 Gleneagles summit in 2005. ICA bilateral members include the G8 countries @anidéy, France, Germ;
Japan, Russi&nited States, Unitéoshgdom and multilateral institutions such as the African Development Bank Group, Europear
Commission, European Investment Bank, Development Bank of Southern Africa and the World Bank Group.

There are three key pillar initiatives currently being undemtal@A:
a) Enhanced Coordination
b) Facilitating Regional Infrastructure Programmes

¢) Increased Knowledge and Information
The level of interaction of the ITF with ICA initiatives in discussed in more detail in Evaly&éemticRi8stion B3

The ITFhasincrementallyevolved in response to the findings of tAéCD Diagnostic

The AICD diagnostic represents the key data collection and knowledge progranonassistae 200Tenting and refocusing aid for
infrastructure. The AICD attempted to collect comprehensive data on the infrastructure saadrgyipdiecatransport, irrigation,
water and sanitation, and information and communicatign (Ecfeid provide a comprehensive analysis of the challenges faced.

Thisstudys howed that for Africadés infrastructure to redSOh | evel

93b is required (which representslabot4i of t he regi onds GDP) . I'n comparison, the
USD 45b a year on infrastructure, summarised below:

Table2006 Breakdown of infrastructure spending and gap

Investment Source Annué investment (US % of total spend
b)
Required investment 93 -
Current estimated spend Local tax payers and local infrastructure users 30 66.7
Private sources (mainly ICT infrastructure) 9 20
International donors 6 133
Official Developmefssistance (ODA) (mainly water 4 8.8

transport infrastructure in fragile countries)

NonrOECD sources (mainly oil and gas related infrastru 2

Spending gap 48

Source: AICD: A Time for Transformation

It highlights therefore a significanf r ast ructure financing gap, of approxi mat e
infrastructure gap would be enough to hit the 7% in growth stipulated by the UN Millennium Development Gaigld tstibé amount ne
poverty across Africee Tontribution of the ITF to the USD 48b per annum requirement is Euro 175m in grants which has leveraged |
2.2b in regional infrastructure as a result of direct blending. Furthermore, an ZtidittsbEenoprovided for the preparatory
phase®f other infrastructure projécts.

The AICD has supported the view that regional and continental integration is key to bridging the infrasterctnotedaghatt has b
Africads infrastructure net wo rglantriemand aeeatsaiactegided by miasing rbgéohal linkg.  t |
Most countries allocate only 1.5% of GB% af €heir national budgets to support the provision of infrastructure. This effort represents
approximately USD300m a year for an averagemtittiy,insignificant in comparison to infrastructure needs. As a result, many of

%% AICD{A Time for TransformatiBoster, Brice@armendiat al, 2008
% EUAfrica ITF Annual Report 2010
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Africabés individual economies are not i n a posgrowth.dthast o s urp
therefore pointed to the keyofcREC,sg to coordinate and pool funds for regional projects.

The public sector can only meet approximately 10% of the infrastructure needs of Africa. Furthermore, |asiteglyrésmeces incre
governments to turn to the private sector fol bapfale it is essential to mobilise private sector financing, which to date, has delivered
below expectations across infrastructure projects in Africa. Furthermore, the private sector can playastpositive, e justnfr

through fillinget funding gap for projects; but also by creating a more competitive environment; and providing technological and man:
expertise.

The AI CD studies have also highlight that b r iertbmgnancegof tAef r i c a &
relevant institutions as it is about raising additional finance. Some institutional reform has been achieesditsvith tharticular
telecommunications sector. However, elsewhere the benefits are more limited and expelilmatcmokeivate financing
opportunities have been most successful in certain key areas (mobile telephony, power generation, poitsptheilst(veagdimited

power and water distribution).

The institutional reform agenda has also leelemditon terms of the greater focus on the quality of governarmentm state

enterprises: AiThe recognition that the privatrethassea®@inedr wi | |
enterprises are here to Jtagrefore some other means must be found to imprové wittesbae notable excepdibeen their
traditionally |l acklustre performanceo.

A more in depth focus on how the ITF can encourage private sector funding and partjppatashprofés presented in
Evaluation Question 8dctioirror! Reference source not foyndthis report.

NEPAD / PIDA is providing the strategic framework for regional infrastructure

The launch of the Programme for Infrastructure Development in Africa (PIDA) has been regarded by a numllee akegtakeholders as
coordinating initiative for African Infrastructure projectsstatiythas has been undertatceidentify the pitpiinfrastructure needs

for the African continent. RVB#\ designed &ssist in the identification and prioritisation of regional infrastructBi®Avrogts.

presented ihort, medium and lemgn investment programme covering the perigdatoi@@ds officially been endorsed by African

Heads of State in February.2012

PIDAbuilds on the workbEPAD ( New Partner ship f,eince 2001t thecirtibtive tHdoaigh evhich ghene n t )
overarching vision and policy franfewadcelerating economigpaation and integration among African countries has been provided.
The key instrument of NEIRABrms of infrastruciarthe NEPAIPPF, which is a project preparation facility, playing a catalytic role in
mobilising rearces for the preparation of regional infrastructure projects and programmes. The extent to which the ITF is complem
with this and other instruments is assessed i8.8ection

The recent High Level Panel recommendations to the G20 provide some key recommendations for the
future of regional African infrastructure

The G20's 2010 mydiar action plan on development resulted from the group's Seoul GbdeBneasnfastructure as one of the
nine development priorities. It seeks to build on the momentum created by existing initiatives to developmegecapauitines,
and facilitate additional investments. The action plan calls fatite dbcomiprehensive infrastructure action plans by multilateral
development banks, and it recorachtred formation of a Higlel panel to review ways to encouragscddeganfrastructure
investments.

In 2010, a Higlevel Panel for Infrastruddeneclopment was established within the G20, comprising high profile individuals with specifit
expertise in private investment and infrastructure development. The panel was instructed to provide regidioalsealomgrapndations

and diversifying fiogug for infrastructure needs, including pubficb§erand private sector resources, and to identify, with multilateral
development banks, a list of concrete regional initiatives.

The Panehadeconcrete recommendations to the G20 on how putdic hendsed as a catalyst to generate greater levels of private
investment for infrastructure in &ffimaexample, through the Sokoni initiative, which is intended to enable greater availability of futur
public funds to be used for specifiogrofrastructure projects. Furthermore, even though the High Level Panel has not sought to look ¢
proepoor infrastructure or safeguards, there is a focus on the importance of transparency and buﬁ%ing local capacity.

The High Level Panel on InfrastrRetcoenmendations to G20 report of 26 October 2011 includes many recommendations that may
relevant to the strategy and direction of the ITF. Key points include the emphasis on the current insufkiatdatpigebie af ba

major cause of thedening infrastructure gap, more so that the absence of funding. In order to address this insufficient pipeline,
essential to contribute to building local capabilities. Furthermore, it is noted that success in infrastspeauialipfd2BRent e

o Regional Economic Commungiesthern African Development Con{BWBIG)Common Market for Eastern ance8oatihiccCOMESA), Community of Satielran
States (CENAD), East African Community (EAC), Economic Community of Central African States (ECCAS), Economic ConStaiaiy(BCOWABridaab
Maghreb Union (UMA) and Intergovernmentgl duitberielopment (IGAD)

*% High Level Panel on InfrastriicReeommendations to GEMal Report, October 2011
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dependent on well designed projects, and therefore effective projeé? préparaggests that TA has an important role to play in
building the pipeline of bankable projects.

A second key point of this report is the importance ahcapgtiogriate enabling environment to encourage private sector participation.
This point is not at all inconsistent with other views expressed throughout this evaluation. Key enablitysimoptoisuaeendexibi

processes to accommodate RPP il ead §° hoastreamlire prpceduras; dnd pilot projects to test local capacity to deal with a
large number of donors and multiple processes.

HIPC Debt Sustainability framework to assist in understanding IRS

This is a framework that takesdeount the characteristicsofow o me countri esd® economies and t
debt distress to the size of the debt burden, exogenous shocks, and the quality of policies and institutieast Mmatadisinguis
frameworks is that it is fodwakdng rather than retrospective. It looks atemreptgjections of debt burden ratios under a baseline
scenario as well as several alternative scenarios. It further provides country risk ratingsldmsgenoindaaiyve débrden

thresholds. Finally, it recommends a borrowing strategy and possible financing responses from lenders. Tdfipartimuddmprocess is
interest to PFG financiers, as it provides information to creditors on déppsaspaiciabéind risks, so that they can modulate their
financing accordingly. Furthermore, this framework could provide more guidance to ITF in defining the stietelyg asd objectives
IRS.

AEAOA EAO AAAT A OO6OITT#AO OOAOOI 6066 &I AOGO ET OAA
Since 2007 there has been a growing focus on aid effectiveness, which has been amplified by the globahdimaamgal crisis, turn
attention to justify each dollar spent given the rising needs for investment with diminishing resoonzsfodine omteaithti

effectiveness seeks to improve the way aid is delivered and managed to ensure it has the maximum positiveriympact, reducing po
achieving value for money. Donors to the ITF are therefore demanding more evidence of Wwhatd Tisddridsaghieve.

The Global Financial Crisis has impacted investment in African infrastructure on the whole, particularly
the private sector

The global food, fuel and financial crisis significantly slowed economic$mbathrirA8ida, framaverage of about 6.5% over the
period 2062008 to 2.8% in 2009. Africa also saw a 20% drop in private sector investment in 2009 from the shocks of the financial cri:

The ICA has noted the following key impacts of the crisis on Africadinfrastruct

The risk profile throughout the world, and therefore for each project, has changed;
There is increased volatility in pricing, which has an impact on the ability to accurately estimate totaquitjegircost, often
additional financing gduasg need to be filled at short notice;
The onus for development has fallen more to equity players and Development Finance Institutions (DFIs);
Project finance requires collaborative blending of equity and debt;
DFIs have to operate in a more coordiaateet when deploying teams and capital;
Need for DFI's to establish a broader pl atf 0r62m to work mor
DFIs need to work more closely with private sector players;
Strengthening of regional gtitat as larger infrastructure projects are likely to have cross border characteristics;
Projects are still being implemented, however:
o Timelines are moving out;
o Marginal projects are falling off the radar; and
o0 Greater focus on operational efficiencies.
Akey success factor is strong and sustained Government support in all instances.

The financial and economic crisis has amplified the already widening gap between available resources fandxiearatiagsistance
needs. This situation has heightie@atbed for stronger donor/financier coordination and a more comprehensive approach to accelera
access to financing, maximising the leverage effect and enable greater flexibility to adapt to changing conditions.

The situation exacerbated by thedinargis has also encouraged the adoptiormgadribaiending (LGB) mechanisms, as there is a

need to maximise the leverage effect of grant elements and encourage both public and private financing by aalkialglgrojects mor
From the EU perspetihe financial crisis has turned the focus to achieving policy goals more effectively (particularly aid effectiven:
optimising financing packages for beneficiaries, promoting donor cooperation, and enhancing visibility of EU aid.

Unpredictability te cost of inputs has impacted the ability to accurately estimate total project costs and therefore financing neec
particular example of thiswas ttedTpbpor t ed Beira Corridor project in mibzambiq

* High Level Panel on InfrastriicReeommendations to GEMal Report, October 2011

60 High Level Panel on InfrastricReeommentians to G20Final Report, October 2011, page 6

®% A presentation by Macquarie Bank consultants to a PPIAF/ICA Secretariat workshop; March 2009
%2 Which has been stated between AFD, Kf\W and the EIB
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component of project) initial estimated project cost of USD 152.5m was found to be insufficient. The progettycrestisexstsubsequ

USD 210m (Euro 142project cost considered by the EIB). The main reason for the increase in rilystweatopabmarmal and
unprecedented increase in prices of materials, labour beyond what would have been foreseen by normal conmitettiisl, prudence. De:
CCFB managed to implement the works as scheduled, thanks to the IRS made available by the ITF.

9.3 Private sector participation for the ITF

Increased focus on private sector participation

Private investment in African infrastructure projects is inherently risky, due to political instability, undersiewralepeantiuman
financial systems, pgverhd crime. Governments must promiésglopment policies in the long run so that economies can prosper
and infrastructure investments can therefore generate the expected benefits. If there is no backing foirpinfedstpaticigation
there is little chance the project will be successful. For these reasons, private investment in African infasmucfiii@s has not
expected.

Private sector involvement is one objective eifitteafRéartnershipinfrastructure, and it issane facing the entire continent and all
funding mechanisms. This however demonstrates the need for the ITF to contribute towards improving timgesitpatigresss only li
can be made in bridging the infrastructure gap with only publi. sector fund

In terms of the ITF, in the context of the Great East Road Rehabilitation project, EU and LuxConsult perseieekindicated that
commercial case for private sector boirdwérg is not enough traffic on the GERR to allow for somefdollsctosrusers, and

there could be competing routes shortly on rail, etc, for freight entering Zambia. Furthermore, it has bleere neeedrisdxt that t

more ITBupported projects in the water sector. Water has been one of the teufyitetbtespit@te sector to penetrate, not only
because governments are wary of tendering theseseproetsects t
bankable without significant government backing.

There are many ob&tadb private sector participation in African infrastructure, the most significant of which is the need for instituti
reform, and particularly the creation of enabling legislation as well as the establishment of credible @ydoapdditicadrmgadat
transparency and good governance practices. Institutional reform, whilst beyond the scope of just the ¢Gleanetnesprirthg dial

EU, Donors, the AUC and RECS, can be addressed through ITF activities. For example,ceeappled Appisipriately can assist

in creating a better enabling environment for private sector participation, through strengthening local ceigscity and competen

Furthermore, enabling legislation for effective PPPs to take place and thevhieffieiencierently costing Africa an estimated USD

17b per ye@8 have to be addressed to create the type of productive environment required. A focus on PPPs however requires
identifying those sectors where the return 6fwhpitaér public privaté is greatest in terms ofdeng returns in relation to human

welfare, productivity and economic growth.

Various ITF discussions have recognised there needs to be more dialogue between donors and the privatasaetsrcar- donors/fin
play a big role in mitigating risk and can assist in creating PPPs. Furthermore, direct grants can be uses $aidsqed/aguity. T
sector participation will not be appropriate for all projects, and projects must be asdepsaseonss @seo whether the private

sector should be involved.

The members of the PSC support initiatives aimed at providing greater coherence and visibility at a cootinagéahfeicaihand enc
countries to reinforce efforts in this area. They oatiréanvietensified contacts and cooperation with relevant private sector organisations
for their involvement in the funding of regional infrastructure in the context PPPs.

How does PIDG engage with the Private Sector?

PIDG helps to overcome the olsstaclgrivate sector infrastructure investment through a range of specialised financing and projec
development facilities and programmes.

DevCo: mulionor PIDG Facility established by the International Finance Corporation (IFC) and the UkKIat&epsdnant fo
Development (DFID). DevCo supports infrastructure transactions in the poorest countries by providing furlthnts fr expert consu
prepare projects for private investment.

EAIF: set up in 2001 as the firsdondti PIDG facilitysien US$501 million debt fund that makesrtohgans for private sector
infrastructure development irs8béran Africa. While EAIF lends on commercial terms, it aims to support projects that promote econor
growth and reduce poverty, benefit bpagatipn groups, address issues of equity and participation, and promote social and cultural right

GuarantCo: a facility funded through the PIDG Trust and FMO, which provides local currency guaranteescts inflastructure proje
income countrieonder to mitigate credit risks for local lenders. Coffeantizotial guarantees which serve as credit enhancements to

& AICD{A Time for TransformatiBoster, Brice@armendiat al, 2008
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facilitate local debt instruments. GuarantCo's two key objectives are to encourage domestic financingoefisaitlatst pronnetservi
local capital market development.

InfraCo Africa: identifies investment opportunities and develops them to the stage where they can attractidoaidsiEnaad intern
(known as ‘financial close’). By taking on the high costofadriysktage project development, InfraCo Africa makes infrastructure
projects happen in situations where the private sector would not otherwise be willing trfi@ile Wfiiceeatms to recover its
development costs, with profit whereoneralitiv, through the sale of its project ownership rights to incoming private investors.

Infrastructure Crisis Faeigbt Pool (IdpP): directly addresses the continuing liquidity crisis in emerging market infrastructure financing
caused by ththdrawal of major commercial financial institutions from emerging markets during the recent global financial crisis.

Technical Assistance Facility: Through the issuance of technical assistance grants, and through the proaisiog, of advisors, t
secondments and workshops, TAF provides mechanisms for deteerirendhmediderm projects of technical assistance and
capacity building.

Mid -Term evaluation of EU-Africa Infrastructure Trust Fund 1 Final Reporti May 2012 85



Annexesi Technical

9.4 Approvals and CIP as at 5 July 2011

1) Approved and-going Grant Operations
Grant Operation Region Sector Type P.FG L('aad Co-Financiers (ClEnl e
Financier Amount approval
Felou Hydropower Plant West Africa & Sahel Energy IRS EIB WB, OMVS 9 335 000{ 10/07/2007
WAPP - CLSG Interconnector West Africa & Sahel Energy TA EIB KW, AfDB, WB 3 000 000| 16/10/2007
Ruzizi Hydropower Plant Central & East Africa _ |Energy TA EIB 4 200 000| 29/05/2008
Beira Corridor Southern Africa Transport |IRS EIB WB 29 000 000| 18/12/2008
OMVS Gouina Hydropower West Africa & Sahel Energy TA AFD thd 1000 000| 18/12/2008
WAPP - Coastal Backbone Interconnector |West Africa & Sahel Energy TA EIB thd 1750 000| 27/03/2009
Update of the WAPP Masterplan West Africa & Sahel Energy TA EIB n.a. 1450 000| 22/10/2009
. . - IRS AFD EIB, BDEAC, 6 600 000 10/11/2009
Port de Pointe Noire Central & East Africa | Transport TA AFD PAPN 2000 000| 14/12/2009
ECOWAS Electricity Regulation West Africa & Sahel Energy TA AFD n.a. 1700 000| 10/11/2009
Benin - Togo Power Rehabilitation West Africa & Sahel Energy IRS EIB Kiw, WB, CEB 12 250 000| 10/11/2009
Mozambique Backbone (CESUL) Southern Africa Energy TA EIB AFD, thd 700 000| 14/12/2009
Jomo Kenyatta Intern. Airport Extension Central & East Africa_ |Transport | TA EIB AFD, WB, KAA 5 000 000| 14/12/2009
Expansion of Port of Walvis Bay Southern Africa Transport (TA Kfw 3('::2 EIB, DBSA, 450 000( 14/12/2009
Sambangalou Hydropower Plant West Africa & Sahel Energy TA AFD thd 350 000 14/12/2009
Kibuye-Goma-Birembo Interconnector Central & East Africa |Energy TA Kiw thd 800 000 15/04/2010
Mount Coffee Hydropower Plant West Africa & Sahel Energy TA EIB thd 1500 000| 15/04/2010
—— - IRS EIB 25 000 000| 29/06/2010
Rehabilitation of the Great East Road Southern Africa Transport TA EB AFD, ADB, EC 1000 000]29/06/2010
Rehabilitation of the Great East Road Southern Africa Transport |IRS AFD 13 700 000| 05/07/2011
" ) IRS AFD 14 000 000| 29/06/2010
Kampal a Water 1 Lak 4Central & East Africa |Water TA KW AFD, KW, GoU 3000 000 29/06/2010
Lower Orange River Hydropower Southern Africa Energy TA EIB thd 1 600 000| 29/06/2010
E:‘g:g'tzg Banks in Energy Transition Central & East Afica  |Energy  |TA  |AFD na. 2000 000| 29/06/2010
g;“sste';he African Intemet Exchange | agican Continent icT TA  |Lux-Development |tbd 5100 000| 19/08/2010
Satellite eMedicine for Africa African Continent ICT TA Lux-Development _|tbd 4 000 000| 23/08/2010
Capacity building for BOAD West Africa & Sahel Energy TA EIB n.a. 900 000f 23/08/2010
Access to Douala Central & East Africa_ |Transport |IRS AFD 5 700 000 16/09/2010
Namibia Transport Master Plan Southern Africa Transport [TA EIB 560 000 09/11/2010
Tanzania Backbone Interconnector Central & East Africa  |Energy IRS EIB AfDB, WB, JICA, 24 323 000 14/12/2010
Korea EDCF
Seychelles Submarine Cable Southern Africa ICT DG EIB AfDB, SCSCL 4 000 000| 14/12/2010
ga“f:))JANET (Study for the West African | ¢ic. 21 Continent IcT TA  |AFD tbd 1350 000| 14/12/2010
Mauritania Submarine Cable Connection ~ [West Africa & Sahel  [ICT RS |EB L;Zj';:rfc"m 1574 000( 03/02/2011
Mozambique Backbone (CESUL) Southern Africa Energy TA AFD EIB, thd 1500 000| 19/02/2011
WAPP - CLSG Interconnector West Africa & Sahel Energy TA EIB Kfw, AfDB, WB 1750 000| 23/03/2011
Multi-modal Rail Expansion of the Port Dar | 4 atica Transport [TA  |Kiw tbd 257000 23/03/2011
Es Salaam
Transboundary Water Supply Calueque |q o ihern Africa Water  |TA  |kiw thd 2400 000| 25/05/2011
(Angola) - Oshakati (Namibia)
Muchinga Hydro Power Southern Africa Energy TA PIDG thd 2 619 000 05/07/2011
WAPP IC Ghana-Burkina-Mali West Africa & Sahel Energy TA AFD thd 1200 000| 05/07/2011
Kazungula Bridge and Border Project Southern Africa Transport [TA AfDB thd 1000 000| 05/07/2011
Maputo Airport Southern Africa Transport [TA AFD thd 1600 000| 05/07/2011
206 218 000
2) Grant Operations clearguiintiple:
Grant Operation Region Sector Type P.F <€ Lt.ead Grant Amount eTPC date of CIP
Financier
Geothermal Risk Mitigation Facility Central & East Africa  |Energy DG KW 30 000 000 1 000 000 000| 09/11/2010
Development Program for the Niger Basin: .
Kainji Hydro Power Plant Rehabilitation West Africa & Sahel Energy P Kfw 6 000 000 170 000 000| 23/03/2011
Itezhi Tezhi Southern Africa Energy IRS EIB 30 000 000 300 000 000| 23/03/2011
Transmission Line Kafue-Livingstone Southern Africa Energy IRS EIB 6 200 000 70 300 000]_05/07/2011
Energy TA EIB 350 000 05/07/2011
Africa Sustainable Energy Facility African Continent Energy DG EIB 5000 000 50000 000] 05/07/2011
Energy TA EIB 3 000 000 05/07/2011
80 550 000 1 590 300 000
3) Completed Grant Operations:
Grant
Grant Operation Region Sector Type P.F © Lgad A @t G_rant o Amount
Financier Amount disbursed
cancelled
Ethiopia-Kenya Interconnectdvlid -Term evgCertirah &East/Africa |nfiEsérggture| TAust HKW 1 Final Reporf i May 20580 000 337 415 212 5
Caprivi Interconnector Southern Africa Energy IRS EIB 15 000 000 15 000 000 0
Gibe Il ESIA * Southern Africa Energy IRS EIB 1 300 000 22 400| 1277 600
EASSy Central & East Africa__|ICT TA EIB 2 600 000 2 600 000 0
19 450 000 17959815 1490185
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9.5 Contribution of case studies projects to ITF expected impacts

Project contribution to poverty reductic

Project contribution to economic developme

trade

Economic viability of threeets

Social & Environmental Impact

Beira Corridor Project (Mozambique)

Project documentation has not spe
expected outcomes in relation to pi
reduction, however it is mentioned th
port of Beira, which is the second c
Mozambiquwith a population of aroi
6000 0 O , i s the fo
economy. The rail line has the poter
impact positively a population of o
million living in the provinces thasses.

In 2007, almost 40 % of GDP was generated |
export of goods and services, much of this tr
through its ports. The port of Beira acts as a ¢
for the Beira corridor, which provides access
and by rail to the interior of the country as we

landlocked Zimbabwe, Zambia,

Malaad

potentially DR Congo. However there a

quantitative expected outcomes with

resp

economic development and trade available in

application documentation.

For the port component, there is an ex
ERR is 16%, whilst for the rapament,
the expected ERR is 18 %. The fin
model provided to the EIB during apj
indicated a base case expected real fir
internal rate of return (FIRR) for the
line alone as 14%.

For the port component, the dumping of the dredigédonatigutes a risk for flora
fauna and for coastal erosion, in particular in view of the huge quantities t
(about 8 million m3). The implementation of Environmental Management PI
the SES has therefore been incorparated it | B6s | oan cond

For the rail component, in 2004 CFM undertook and disclosed an Environn
Management Plan (EAMP). The recommendations of the EAMP are bii
concessionaire. The requirements are, inter alia, incorpoeatearkstadhtracts t
concessionaire has with contractors as well as the procedures manuals
concessionaire. CFM, the promoter of the port component, prepared anc
Resettlement Action Plan (RAP) in 2004. CFM is responsiblenfomirtie quies, th
cost of which is included as part

JKIA upgrading and rehabilitation Project (Kenya)
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Project contribution to poverty reductic

Project contribution to economic developme
trade

Economic viability of traeets

Social & Environmental Impact

There is no particular reference to p
reduction outcomes in the ITF appli
documentation, however it is mentione
the expanded facility at full capac
estimated to require 1,087 staff up frc
current 712 staff employed by KAl
result in 375 new direct permanent jok
1,875 indirect employments resulting
indirect, induced and catalysed activiti

Once again there are no specific quantitative €
outcomes with regard to economic developm
trade, howewthe following qualitative argumen
provided.

Long distance tourism and other export
significant industries in Kenya, making adeq
transport accessibility particularly important.
acts as a national hub distributing throughau
intercontinental traffic flows, African intern:
traffic, as well as domestic flows. Nairobi Airpc
throughput of 4.8m passengers in financie
ending (March) 2008, accounting for 71
passenger throughput of Kenyan airports.

Accoding to the recent economic impact

prepared for AFD, which takes into account al
the airport, the project will result in 3,666 ne
full time equivalent jobs plus 5,195 indire
induced jobs.

The project, which is expected toate!
and economic rate of return of 12%
generate
accommodating future traffic growth
would otherwise have to follow alterr
less convenient travel arrangements
travel at all, as well as endure cong
and loger passenger processing ti
while in the airport. Even with a
pessimistic demand scenario, supf
traffic would grow only by 3.5% per
(instead of the already conservative
would result in an economic return of 7

economic benefits

Assuming airport @jes remain at curre
levels in real terms (assuming charge
revised with inflation), the project will 1
small, positive financial return of about

The ITF specifically will address technical and capacity building support for
provide support to the relevant environmental agencies to enable them to t
and monitor the longer term effects of similar projects.

A limited EIA on the Project, including public consultation, has been carried ¢
an environment@hpact license has been issued by the National Em
Management Authority NEMA. According to this EIA the project is not consid
significant adverse impact on the environment, and does not involve any re
this EIA has sorshortcomings, in particular with regard to alternatives, lar
quality and noise, biodiversity and cultural heritage, a review and update of
ongoing JKIA expansion project has been included in the terms of referenc
consil tant and its satisfactory comp
loan. Furthermore, the Bank will require the promoter to implement E
Management Plans and mitigating measures as defined by the revised I
regilar monitoring and reporting.

BeninTogo power rehabilitation

There is no particular reference to p
reduction outcomes in the ITF appli
documentatiompwever it is mentioned
the project will positively impact

employment as the'kforce for the annt
maintenance of the line corridors a
access roads will be recruited by
among the population living near the |i

Once again there are no specific quantitative €
outcomes with regard to economic developm
trade, however the following qualitative argum
provided.

The project consists of three components ai
refurbishing and extending thertigsisn network
of Togo and Benin. The project will enak
promoter to substantially improve the reliat
supply, to reduce the use ofeffisiency loce

The projectds oV E
been assessed y b calculating th
incremental discounted transmission
Based on a 10% discount rate and 25
average lidgpan of the investment,
projectos di s co3n
EUR/MWh. This specific cost is reasc
for a Zear investment peogme of thi
nature.

Environmental and Social Impact Assessments (ESIA) of th©hightkarakou
and Sakétganzowbuando have been reviewed

typical impacts of overhead transmission lines. The two projects doehexgx
significant social impacts as they require the resettlement of 123 familie
people) along the line routing of Oftgb@kmu and of 61 families (about 682 |
along that of Sak&nzow®uando. The Resettlement Action PlanspfefBsed fo
both lines clearly identify the measures that need to be implemente
compensation to the families and the communities concerned. Implementatic
for the three components will involve NGOs and will be closelyyntbaitove
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Project contribution to poverty reductic

Project contribution to economic developme
trade

Economic viability of traeets

Social & Environmental Impact

generators and to decrease network losse
promoter is mostly dependent on elerhjmiirts
from Ghana, Ivory Coast and Nigeria, as well ¢
making it highly vulnerable to changes in
conditions and availability.

On average, the access to electricity is limited
of the population; access reaches 50% in urbz
and remains below 2% in rural areas.

corresponds to the average figures fBatswaran
African countries. For the next decade the
demand is projected to grow at an average rai
p.a.

The project will generate signif
economic benefits. For the two p
components OnighBarakou and Sakéi
Tanzowduando these benefits includt
the improvement of reliability of supy
the reduction in use ofdffoiency loca
generators and c) the reductioetebrk
losses. The reduction in network los:
significant and estimated at 24.3 GW!
the corresponding benefit, valued ¢
average generation cost of 72 EUR
(import + CEB production), isBURKea

national environmental agencies.

Port Autonome de Pointe Noire (PAPN) Project (Republic of the Congo)

There is no particular reference to p
reduction outcomes in the ITF appli
documentation, however it is mentione
temporargmployment required during
works has been estimated at around
manyears. For operation and mainten
the project will safeguard some
permanent jobs within the PAPN an
concession holder.

Once again there are no specific quantitative €
outcomes with regard to economic developm
trade, however the following qualitative argum
provided.

The project will provide support to a compan
commercialiyn public sectothin the framework
a publiprivate partnership that includes the av
a private concession for the container termir
project will help to create a favourable environ
economic development by upgrading infras
vital to the extatrirade of the Congo and of the
region.

With a base scenario for container
(national traffic + 6% per annum
volumes of trasBipment traffic guarant
by the concession holder), and assi
constant unit revenue throughout the
the project, the resulting return for the
in real terms is 19%, a particularly hig
for this type of port investment. The
has received no precise information ¢
hol de
operating costs or maintenarsts, @nd i

concession
is therefore impossible to calculate
financial return for the terminal ope
which should normally be in the reg
10%12%.

The economic rate of return of the
can be considered as being similar
financial rate of retufor two reasons:
The project has no impact on local -

The PAPN will appoint an environmental manager (supported by an intern
office), and the construction firm will be required to draw up special plans for
handling waste, partcly dangerous waste.

As regards the port operations, the main risk is water pollution. Although a s
MARPOL convention, the PARRe many African partdoes not comply with
provisions. The project will be an opportunityotinpéuirthe port into compliance
its MARPOL obligations. The firm of international consultants will di
Environmental and Social Management Plan (ESMP) for the port.
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Project contribution to poverty reductic

Project contribution to economic developme
trade

Economic viability of traeets

Social & Environmental Impact

and transhipment traffic could be han
in other ports at a similar cost, and b
paid by the concession holder refle(
increased levels of productivity anc
reduction in m&nance costs achieved
a result of the project.

Satelliteenhanced Telemedecine and eHealth feESharan Africa

Whilstthere are no quantitative outc
targets set in terms of poverty reductic
is a key focus of the infrastructure, wl
intended to deliver a variety of servic
education, clinical services, surveillan:
management to the -Salharan cens
and health workers.

Satellitdbased communication technolc
could address the lack of access i
region and provide a viable option fi
expansion of a télealth programme. T
would allow policy makers to exten
reach of their healtetworks to more
their population, particularly those in r
areas who are most vulnerable.

A quantitative economic analysis to assess the
of satellitenhanced Telemedicine and eH
activities across sb#haran Africa was carried ol
PriceWaterhouse Coopers in 2008. For mos
interventions, the study focussed its i
assessment on only those populations whic
outside the mainstream telecommunications n¢

The results of the study suggested that basec
potentialapplication of Telemedicine and et
services considered from a number of case st
there are large potential economic benefits ge
in terms of lives saved, reduced impact of
healthy years preserved, and the improved w¢
impact on individuals

In the long term, newly developed el
and Telemedicine services will be mair
only if they are economically sustail
Development of suitable economic n
for londerm sustainability is a m
challenge. In combinatwith the thre:
other horizontal studies, the stud)
sustainability, liability and busines
considered mandatory in order to

political consensus and endorsemen
the stakeholders, decision makers,
donors, by creating evidence on the
term effect of nowadays investr
Furthermore it is mandatory to conc
demonstrate whether and how bus
opportunities and liabilities (in tern
externality, commercial services etc) ¢
produced on this infrastructure wi
possible retunf the investment.

Alongside the direct benefits from health interventions, implementation of prc
lines of the case studies would provide significant wider social and econc
These potential applications could be expectedse both technical and genera
and knowledge in the communities into which they would be introduced, ther
the economic and social capabilities of these communities.

Finally, the impact of these interventions could help theémprog&ved attractiven
of more remote locations by lowering the risk of disease and increasing ac
health care. This should lead to an increased willingness by skilled workers
to access these areas to promote econeitic acti

Rehabilitation of the Great East Road

There is no particular reference to p
reduction outcomes in the ITF appli
documentation.

The Great East road is strategic given that it ¢
Zambia with Malawi, but also economic in
repesents a lifeline along which nearly all agri
inputs and outputs travel in the highly ferti
productive Eastern Province of the country.

The project is expected to generate savil

The rate of return at 12% discount re
the most economically attractive solu
16%.

The project is, in any case, categorised as requiring a full EIA under applic
legislation, the Environmé&ntaection and Pollution Control Act 1990 as well a
Regulation of 1997. Therefore, an EIA procedure, in accordance with applice
needs to be undertaken and submitted to the Competent Authority (Environi
of Zambia) for appal.

The project road also crosses the Sinda National Forest for a distance of 9
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Project contribution to poverty reductic

Project contribution to economic developme
trade

Economic viability of traeets

Social & Environmental Impact

transportation operating costs, in travel time as
reduce the risk of road accidents. The road w
local (about 50% of trips), regional/inter region
and international (5%) passenger and freigh
This road section is the key transport link for
Province (population 1.7m ahvetimut 90 per ce
rely for their livelihoods on the agricultural sect
project feeds the Nacala Corridor, which, wh
upgraded, will offer a significantly shorter route
the sea for Zambian exports and imports the
existing roes through South Africa and Tanzani

trigger additional domestic regulation as well as Bank due diligence. The e
any strategic environmental assessment has been undertakarifisdo be c

Caprivi Interconnector

There is no specific reference to pt
reduction in the project documen
however it should be noted the
NamPower generates higher than mc
income through wheeling power -<
NorthiSouth within SAPP, tiNamPowe
has expressed its willingness transfe
such excess (caped at the equivalent
grant/subsidy) into a development ac
to be used for rural electrification or re
projects in the North of Namibia (pri
project area).

To addres the anticipated electricity shortf:
Namibia, NamPower has identified several prc
secure energy supplies for Namibia and positi
as an energy trader of note in SAPP, enabli
offset thermal surpluses and/or deficiencies
hydro resources in other SADC countries. Tt
immediate one being the Caprivi Interconnec
justification for subsidising the Caprivi Intercc
are the huge economic benefits in the magn
Euro 170 million (NPV to Namibia and SARF
warrant a subsidy.

The objective of the Caprivi Link Interconnec
provide an interconnector between the Na
Zambian and Zimbabwean transmission ne
Diversifying supply o
reliance on a single supphert also positior
NamPower strategically to optimise energy
between SAPP member countries.

By offering a subsidy to NamPower, tl
helps facilitate the investment intc
economically preferable option and it
compensates NamPower i@ higher
investment cost and for the fact tha
future share in the economic benefits
project is uncertain today.

As the southern African region is in
energy deficit there is a premium or
term Power Purchase Agreements. |
case of the Caprivi Interconnector the
of securing hydro based energy from z
would make the project financially
viabé. The alternative to this would |
buy coal based energy for Zimbabwe,
is not politically acceptable to the DFI:
construct their own coal (base load) .
diesel (peaking) power plants which i
environmentally and financially otiegtra

NamPower has calculated that a subs
hydro power from Zambia of Euro 1.

A stable and functional SAPP would make it more attractive for particularly z
asAngola and DRC to commit to constructing hydro power stations (see outli

A strong and stable SAPP considerably reduces the incentive for all SAPH
build small, relatively inefficient and polluting, fossil fuel projects fatspeaking 1

Caprivi Link reduces transmission losses and thus increases energy efficienc
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Project contribution to poverty reductic

Project contribution to economic developme
trade

Economic viability of traeets

Social & Environmental Impact

(i.e. 0.18 USD cent per kwh), would
the project financially viable.

Kampala WatérLake Victoria WATSAN

This project particularly seeks to ac
issues faced by the urban poor.
situation of the urban poor is partic
challengindn the informal settlements
than 10% of the population has acces
house or yard connection with the m
using public stand posts, protectec
unprotected springs and uncontrolled
Costumers of public stand posts pay £
times He subsidised price to prit
vendors while using springs and we
drinking water bears considerable |
risks due to poor sanitary and hy(
conditions. Overall, an improved s
security of Kampala as the main re'
area of National Watemd Sewerag
Corporation (NWSC) is crucial for the
utility to live up to its social
environmental mission mandate

There is no particular reference to ecc
development and trade outcomes the
application documentation, as this ie patttbulal
focus of the project, however it is recognised tl
Victoria has a very important function as an e
resource.

in

The financial impact of the prop
investments for NWSC results
improved  coefficiency
distributingand selling drinking water
higher quantities. The expected benefi
increase in revenues due to higher trei
capacities, an extended supply area
higher customer base, and reduced
losses  through restructuring
rehabilitation thie distribution network.

of treatir

Lake Victoria is an economic resource and source of drinking water that is s
several countries, giving rise to a regional interest regarding sound practi
supply, sanitation and waste managemeimipitvement of sanitary condition:
watershed protection contributes to environmental protection.

Kampala is the largest of the urban centres on Lake Victoria and is experier
intense urbanisation pressures as the other towns aroundéwelbpkeent of ne
infrastructure and replacement of existing assets has not followed the pace
growth or the needs of economic development throughout Metropolitan Kam)

Ruzizi Hydropower Plant

There is no particular reference tdyp
reduction outcomes in the ITF appli
documentation.

The new investments seek to contribute allev
great energy deficit of the region, and the fur
the project is aimed at supporting initiatives
Economic Community of the Gedats Countrie
(CPEGL), a subgional organisation compose
Rwanda, DR Congo and Burundi.

The ITF grant is being used to fir
additional and complementary studies
preparation of this project, mainly for
on its economic and finanaibllity and it
institutional arrangements, including
flow management and interaction wi
existing plants and additional tect
studies for the interconnection of Sout
and North Kivu and their interface wi
CEPGL interconnecteiivoek.

Studies prepared by Fichtner in the first phase and finankéghhyirE@ided
preliminary assessment of the social (including the need for resettl
environmental impacts of the pfdjecfichtner study provides important b.
information and analysis that will be used in a full Environment and S
Assessment (ESIA) study for the Ruzizi Ill project that will be undertaken k
The ToRs for this study are currently under preparation.
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Project contribution to poverty reductic

Project contribution to economic developme
trade

Economic viability of traeets

Social & Environmental Impact

Seychelles Submarine Gab

This project contributes indirectly to p
reduction through economic develof
The government ds
financed through the ITF grant gent
dividends to the government w
according to the terms of the grant, ¢
be directk to providing Internet acces
schools and hospitals, therefore cri
social and economic benefits to the cc

By providing cefficient broadband telec
infrastructure that will address the present an
needs for connectivity eaplacity, the SEAS ca
will remove a major barrier to the Inte
development and, therefore, to the economrr
social development in Seychelles. In addi
enabling significantly higher availability and tl
quality of service, it is egeththat the decrease:
capacity prices would have a direct effect
consumer Internet prices which are expecte(
over 35% in the year of introduction of the cabl

The base scenario for the project profi
results in a real (with & ldiscount rate
financial return (rFIRR2.8R%6 and a FNP
(r = 10%) of USB.5m. The econon
return (ERR) of the project is expectec
significantly higher, due to po:s
externalities, particularly in the for
increased availability of rnat®nal
connectivity, resulting in lower con:s
prices and higher uptake of communic
and particularly Internet services
corresponding to a total economic va
USD 108m (ENPV)).

The results of the ESIA study shows only moderatetempareny and reversi
i mpacts on the environment. Dur i
positive, but limited to some employment opportunities during refurbishin
Station and the cable shoring work. More importantasjthe €t 6 s br c
most of it generated indirectly, including those associated with the efficier
international transmission bandwidth that may prompt projects on the comn
of tourism, financial services and fisthing education, with a global positive ef
Seychelles economy.

Furthermore, the governmentos equi
dividends to the government which, according to the terms of the grant, shoi
to preiding Internet access to schools and hospitals, therefore creating
economic benefits to the country.
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9.6 Analysis of value for money for each case study project

Project ITF amount (Euro m) TPC (Euro m) Total leverage Rating of ITF importdhce

Caprivi Interconnector 15 302 20.13 Very important

Value add and importance of ITF

Nampower has self financed around 53% of the project cost with each of the EIB, AFD and KfW funding Euily, 36 Id&chas/uiditinteal a furthet Buro . However, the basis of I
their equity is funded through a N$500m bond issue, with further balance sheet financing and a small loart Bank thENRenid@pMérile the ITF has leveragedhasglelyeiaged public money in the main, and has or
leveraged 1:10 of private capital.

As commented above, the IRS has been used for up front interest payments. While this has not impacted filventolel Hifhbthisempatt has been .g@aleulations are that the IRS of Euro 15m is actually worth EL
a consequence of the upfront disbursement. Borrowers get their grants quicker, it fundamentally impacts misjeetllovsnibmidisharsement of monies to be mader@d@pleted quicker. There seems to have beer
sufficient funding in place to make this project work. However, the ITF money has allowed for the econnatiby tmptutess tmargigional economic benefits from the constructi®@aeétherlioknversations with
Nampower, without ITF funding the project would have been below the hurdle rate for projects of this type.

Project ITF amount (Euro m) TPC (Euro m) Total leverage Rating of ITF importance

Ruzizi lll 4.2 460 109.5 Veryimportant

Value add and importance of ITF

The ITF financing has been relatively modest with regard to the overall cost of the project (Euro 460m)o&techriicalcassistarde.
It however has had significadtrential leverage effects in terms of raising interest from international financial institutions and bilatesthdbdnorgasvediicient institutional framework for the project.

It is worth mentioning involvement of the various IFIs, since in the wake of the EU and the ITF technical studies, the WorlceBaslquheeAdD8baateral development organisations, have expressed their interest
(Germany), AFD (France), FMO (the Neshe@aB (Belgium), DBSA (South Africa), ADA (Austria). So the PPP will allow with the involvement ofptfieapeaijbereholders i

According to stakeholders interviewed, the European Union delegation or the project promoter, titenohbizvprbgen wossible without the ITF funding these technical/institutional capacity studies, and it would
difficult to have other IFI's finance this type of studies.

& Qualitative ratidgtermined Ieyaluation teafhis is base on a qualitative assessment of the value add and importance of the grant operation in eepv@jéthevstatuthef T intervenedieapisence and role of different financiers.
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Project ITF amount (Euro m) TPC (Euro m) Total leverage Rating dffF importance

Beira Corridor 29 189 6.52 Important

Value add and importance of ITF

Interest rate subsidy of EUR 29 m, which allows the Mozambican Government to meet the necessary HIPC coaditisriaiippremiitemeognise meaesuring leverage of ITF that DANIDA and ORET were involve
project prior to the intervention of the ITF. Only ORET was financing dredging component in the beginningoagid &pakize preceds in 2006. Therefore it makes senBAMIBIA financing of Euro 3m and ORET's
10m be discounted from the leverage calculation. The same goes for World Bank IDA finaricisgliffidalirtog6stify that the ITF leveraged this financing considering the IDA has thedBamadBaddor since 1985, a
Mozambique joined the Bretton Woods Institutions.

Furthermore, in a sense, the intervention of the ITF delayed the implementation of the project, as the scthgeimedwerdenedfaardincreased nurfib@naérs required coordination and collaboration.
Nevertheless the project promoter praised the ITF for the ease of access to and rapid availability of IT§dmassemdiaivreduineament to accelerate the implementation ofdhethejedevipoint.

Project ITF amount (Euro m) TPC (Euro m) Total leverage Rating of ITF importance

Port de Pointe Noire 2 (TA), 6.6 (IRS) 128.4 14.9 Less important

Value add and importance of ITF

EIB: Euro 29 m (43% of the debt); Agence Fdaecaig®e®v el oppement ( AFD) : Euro 29 m; Banque de Bitancng by heRARN: Buro546ens £t at s de

Interest subsidy from theAElda Infrastructure Trust Fund: approximately Euro 6.2m to emeesschality of the AFD loan, which is the direct loan to the Port (the AFD didn't want the loan to gsdlstatglnttoed€on
make the financial profitability closer to the economic profitability of the project). It hathtat been@artgoiese Treasury has challenged that concessionality of the loan, arguing that 2.5% over 35 geens cezsinogl
It was, however, according to the PAPN criteria, which has accepted the loan.

The EIB does not plan to subghdisate of its credit to the PAPN since this credit benefits from the sovereign pricing of the Congolesestateawhichaligidkadhat its commitment to the project is judged acceptable
and that the IMF (which in the case ofdGeadjok the external debt ofastated companies to the one of the state) does not have any objection to the terms of the credit envisaged by the EIB.

ITF grant for technical assistance Euro 2.0m, to finance capacity building for thedingtimgadtaffdbftice Port Authority, thus helping to improve the management of the Port Authority and Becréaserthe trédi ris |

=> Qverall ITF assistance has been a windfall for the Port authorities who were not bepssecth . tinet ITF however the project promoter stresses that would haverggientd trebsoiarkets where it would have
in a position to levy funds independently, given that the PAPN is the only company in Congo Brazrfindleces itsptiitiathe private debt markets (and the only such African company in francophone Africa)with tl
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Project ITF amount (Euro m) TPC (Euro m) Total leverage Rating of ITF importance

BeniATogo Power 12.25 73.2 5.98 Lessmportant

Value add and importance of ITF

The total project cost is estimated to be Euro 73.2nrfiaadcsctby EIB (47.8%), World Bank (24.6%), Kredit Anstalt fur Wiederaufbau (19.1%) and the Promoter (853 iriheipropitseateirm, subsidised loan will
allow CEB to complete investments which are fundamental to improve reliability in the electricity supplyeadteprfastoofdehin and Togo. As HIPC countries, both Benin and Togo are constrerfechirciegnes stk
they can bear for their respective public sector investments and therefore the ITF interest rate subsmytenaksignificant im

World Bank through IDA's involvement in the power sector of Benin and Togo dates beekfinarat] andENGINEERING AND TECHNICAL ASSISTANCE PROJECT ii@fiDP daveB Etemabilitation. It is therefore «
to justify that the intervention of the ITF leveraged World Barffthénaflocegiespite the importance due tortdéRR€i@aalitgquirements, leverage effect should be revised downwards given the history of World Bank i
Power sector in Benin and Togo.

Project ITF amount (Euro m) TPC (Euro m) Total leverage Rating of ITF importance

JKIA Extension 5 184.2 36.8 Less important

Value add and importance of ITF

The total project cost is estimated to be Euro 184fimeemwéddy AFD (35.9%), EIB (32.8%), World Bank (7.0%), with the balance (24.3%) financed by own fundfitéidfioprd&ecd 5as geare from the ITF for technical
assistance and capacity building and environmental activities in close cooperation with AFD. During theajaint WRDEE i ppfenaiml areas were highlighted that might benefit fronsterutericapasiy building as well a
addressing environmental issues. This additional support is therefore intended to provide technical angoefaciAsuitdelfangpprovide support to the relevant environmental agenciesddetiabbgpiiramse and mor
the longer term effects of similar projects. The real impact of the ITF in leveraging funds is questionathlelayid deamzpfeans ASD, WB and EIB would have been forthcoming without ITF intervention.

Once againis difficult to justify that World Bank funds of Euro 12.8m have been leveraged by the ITF interventidmmsababka iWanlddghinkupgrade plans for JKIA over many years through the Air Transport Bonor
ordination Group (ATDTCG)

Project ITF amount (Euro m) TPC (Euro m) Total leverage Rating of ITF importance
Rehabilitation of Great Ee 25 (IRS), 1 (TA) 250 9.62 Important
Road

Value add and importance of ITF

All of the funding for this project has been publiclyaouteeAFD, EIB, EU and AfDB. There are no private sector funds. All of the commitments for funding seerntiee lsavadtere mhdeems that the EIB money m
come at the same time as the ITF involvement, although thirizmatteladgews in Zambia.

In this loan there is a blend of TA and IRS. The TA seems to be adding the privrsisriltf gahtebute to successful contracting of works and contribution to capacity building (providing dietefifetteds cdindzted
between the EIB and AfDB consditentRS, whilst appearing to make the loan from the EIB affordablénfoicthes @BEPC countmly seems to be subsidising EIBteareal value of the ITF seems to be-liraipgehrs as
though financing from the AfDB and EU was in place. The AFD then joined in with the EIB. Parts of the investnterst wonltl haveo c cur r ed wi t hout the | TF, but there
linked to the IRS) has assisted with this.

Project ITF amount (Euro m) TPC (Euro m) Total leverage Rating of ITF importance
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Project ITF amount (Euro m) TPC (Euro m) Total leverage Rating of ITF importance

Lake Victoria WATSAN 14 (IRS), 8 (TA) 212 9.64 Important

Value add and importance of ITF

Given the priority of Lake Victoria to AFD, KfW and EIB, and the large number of related projects in thié regemiie Welikidave financed this project regardless of the ITF. However, it isrdueghisedctiat
fundinghescope of the worksuld have been reduéedthermore, it is noted that AFD own grant funds of Euro 50m would have been limited to Euro 30m in {{i1ethddnce dittee)gadndan Government turned to AF
and KfW with a requeshtmiie the project. A preliminary financing plan suggests AFD would provide debt of Euro 64m, the EIB EurdudlanEKifvV1Bor@ &0 the Borrower Euro 30m in equity, while EUR 8m wortt
Assistance would be grant financed, telptarming, optioneering, project preparation and hydraulic analysis in Kampala. The ITF grant of EustetdmithilANED'seohta resources in order to achieve terms compatibl
integrated debt strategy for the Governmentof Ugar@a ant f i nancing to compl ement own resour ce | hatisdi)cosgeffactive; (ii)sustainable anhd (fi)acconsise
broader macroeconomic priorities. To this enestppdidé programme in Uganda calls for the Government to a priori assume external debt on concessional terch$o Adoeonicessitidéitits grant element is at least
35 percent.

Project ITF amount (Euro m) TPC (Euro m) Totaleverage Rating of ITF importance

Seychelles Submarine Ce 4 27.2 6.8 Important

Value add and importance of ITF

Total project cost is estimated at USD 35m. The project will be financed through 40% equity (USD 14m) andTé@egielsofuisiiidns)for SCS are split between the following three shareholders: GoS (40% equiy
5.5m, funded with an ITF grant through EIB as lead financier) and the two main telecommunication operafeycteitds, 8WWirelgsivaldoS 5m and Airtel, 25% equivalent to USD 3.5mjtefiredebgof USD 21m wil
cof i nanced at equal shares by AfDB and EI B, b ot h d&idgs6n fifm offtake agiceamerdswfti®ipe i ¥ @a$ eEloB&s altmars . i s | §&c ad
contribution in SCS.

The planned ITF grant element of USD 5.5m would with the current estimates shift the project to have a pdgitiopdfdnezhtb iberdeficit inmmitker create excessive returns for the project. Moreover, it seems that
governmentds equity investment financed t hr ough ordihgdo the Tefins g thegnant, sigoald betdimddisg Intinat acdessriodschoots and hokpéalsgthe
creating social and economic benefits to the country.

The statutory dividend paid to the government is 3% of the equity investment, corresponding to a yearly divafehd wofai8&y188b 2.7m with a NPV of USD 1.1m. However, with the current estimates of sales al
dividend accrued to the government from SCS would be USD 4.9m converted to current prices (NPV), oniglsighitly inplovatitedfete the grant value. It seems therefore that the ITF grant in place for this projec
to make it financially sound.

Project ITF amount (Euro m) TPC (Euro m) Total leverage Rating of ITF importance

Satellite-enedicine 4 TBD TBD TBD

Value add and importance of ITF

The satellienhanced Telemedicine and eHealth Programme proposal consists mainly of four horizontal studies thatnglsabgretss (heylowance, (i) regulatory aspects, (iii) intésgptnabditgystems) and (iv)
sustainability, liability and business. Each of these studies shall be conducted with an estimated budgétfdara voudahtbehesed to finance the four studies. This project is too early in its dkeelapasomablm
conclusion regarding the impact of ITF funding.
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9.7 Comparative description of infrastructure investment facilities

Regional
criterion

Financing instruments Covered sectors

Blending mechanism (TA, DG, IRS and IP) rt, energy, wat

Project lifecycle level of
intervention

Project preparation

Innovative dimension

Blending mechanisms and regional dimension

NEPAD IPPF Yes TA ICT, transport, energy, wat Project preparation Regionalimension

and sanitation
DBSA Development No TA grants (with focus on capacity building) Infrastructure Project preparation Existence of the Siyenza Manje programme (project
Fund implementation task force) providingohaswsport to

Municipal leve

municipalities.

IFC (through No Loans, Syndicated Loans, Equity Financ&dQitgsi  Infrastructure (Focus on  Project preparation and Support to private sector
involvement in Finance, Equity and Debt Funds, Structured Financ renewable energy and ene implementation (investmer Diversity of financial instruments
several facilities) Intermediary Services, Risk Management Products, efficiency projects, and wa
Currency Financing, Subnational Finadeefifiance
PIDG InfraCo Africa No Equity Finance Infrasucture Project development Support to private sector
InfraCo Africa aims to recover its development costs thro
sale of its project ownership rights to incoming private im
PIDG Emerging No Longterm loans Infrastructure Project implementation Support to private sector
Africa Infrastructure First dedicated debt fund foSahbran Africa (2001)
Fund
PIDG TA Facility No TA grants Not specified Project preparation and Specific support to capacity building
implementation Supporactivities and interventions mainly in the public se
PIDG DevCo No TA grants Infrastructure Project preparation and Managed by the IFC
implementation Supports infrastructure transactions
ACREUWater No Pooling mechanism offering direts, JRf® and technic Water and sanitation Project implementation (ca Combination of grants and other sources
Facility assistance for proposals) Two objectives: improving water management and gover
andco financindrinking water and sanitation infrastructure
ACREUEnergy No Pooling Mechanism blending grants from the 10th E Energy Project implementation (ca Blending mechanism
Facility Energy Facility with loans from the EU multilateral for prposals)

bilateral finance institutions

Encourage the participation of the private sector
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PPIAF No TA grants Infrastructure Project preparation (early Support to governments to develop specific infrastructure

National level stage) with private secparticipation
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