Electrification Financing Initiative (ElectriFI) – Concept Note

Grant-based programmes supporting rural access have so far fallen behind with meeting the leveraging levels that would allow reaching the SE4All objectives, whilst sustainability may have been compromised once financial support elapsed. In compensation of these two main issues confronted in the sector of energy in development cooperation, the European Commission together with experts and representatives from the industry and the European Development Finance Institutions (EDFIs) elaborated ElectriFI, an initiative that can boost investments increasing access to electricity as a driver for development, through unlocking the existing potential of the private sector.
ElectriFI targets at bridging the financial gap by making available early stage development risk capital, namely grants, that convert into subordinated debt and which will be paid back when investments succeed. The selected investment projects could be supported:
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at a very early stage through a convertible grants: monies made available will convert into subordinated debt upon reaching certain milestones (like feasibility studies completed, financial close, project completion, etc.), or

2. at a somewhat later stage through direct investment by subordinated debt, or

3. at a very late stage through contingent risk capital to be used to cover delay damages, cost overruns, etc. in order to reach completion of investments.
The ElectriFI proposal was first publicly presented at the Rural Electrification Workshop that was held in Brussels, on 29 and 30 September 2014 (http://capacity4dev.ec.europa.eu/public-energy/event/empowering-rural-electrification-workshop).  Since then, an ever increasing number of stakeholders from the industry, civil society and financiers have been confirming their support and providing valuable comments and ideas, thus contributing to the improvement of the ElectriFI so as to better respond to the policy objectives.  
The European Commission has already allocated an initial amount of 75 million EUR to catalyse private sector investments in energy access, under the existing EU blending framework.  Support to the investments will be provided in the form of ‘convertible grants’ that, at an early stage, will bridge the financial gap to make it possible for projects to become bankable and, once projects succeed, will be paid back and re-invested in more projects in the sector.

The Dutch development bank (FMO) is currently preparing, in close cooperation with the European Commission, a proposal for managing this innovative support scheme in liaison and with the involvement of all other EDFIs.  

In parallel, a team of independent experts is examining the needs of different business models to conclude recommendations on the most suitable support features under this scheme with regard to (i) the percentage of the (convertible) grant to the total investment budget as well as the pace, the milestones and the preconditions for releasing the EU support, (ii) the objective criteria on the basis of which a selected investment project will be considered successful and should therefore repay the grant, (iii) the repayment modalities including i.a. the repayment timeframe, the interest rate (concessional or zero rate) etc., (iv) the exit strategy as well as the use of the amounts to be repaid, to be in line with the objectives of the development policy of the EU.  

As soon as this work will be completed (in the course of the second trimester of 2015), the European Commission will publish due guidelines and application forms in order for the potential applicants to start preparing their investment proposals accordingly.
Considering the increased interest of the financiers and the industry (both in the EU and partner countries) for this support scheme, there are plans to scale it up with additional credits earmarked for sustainable energy and for private sector development.  
