




































































policy that already followed a presumption in favor of disclosing all information about Bank-
assisted operations (subject to very limited exceptions). Three specific improvements to the
Policy are: 1) disclosing the majority of Board documents to the public at the time that they are
circulated to the Board for consideration; 2) disclosing project-level audited financial statements;
and 3) providing assistance to member country governments and private sector clients in
developing project or program communications strategies, which will be an integral part of
consultation with and participation by affected people and other interested stakeholders.

Bank management and the Board have taken steps to bolster the independence of the Office of
the Auditor General (OAG). In addition, the OAG is taking steps to strengthen the office, based
on recommendations made by the peer review team from the Institute of Internal Auditors.
These recommendations include: improving risk assessment and documentation processes,
expanding fraud-related training, and expanding the use of computer-assisted audit techniques.
In addition, the Office of Anticorruption and Integrity continues to report quarterly to the Audit
Committee of the Board. Staffing changes in several key accountability roles also bode well for
increased strength and independence of these offices.

Finally, the AsDB’s revised Accountability Mechanism Policy took effect in May 2012. This
revised Policy incorporates several positive changes, including: (1) a more streamlined process
for receiving and reviewing complaints, which will result in improved access and ease-of-use for
affected persons; (2) measures to increase awareness of the Policy in developing member
countries; and (3) increased Board oversight and reduced management influence over
compliance review panels. The Compliance Review Panel is the independent entity that
investigates alleged noncompliance by the AsDB with its operational policies and procedures
that has caused, or is likely to cause, direct and material harm to project-affected people.

EUROPEAN BANK FOR RECONSTRUCTION AND DEVELOPMENT

2013 Priorities: A key priority for the United States and the EBRD is continued progress on
geographic expansion to the Middle East and North Africa (MENA) region. The EBRD began
investments in the new region in late 2012 using a Special Fund. Unanimous ratification of
amendments to the Agreement Establishing the EBRD, which is needed to permit the EBRD to
extend its region of operations to include the Southern and Eastern Mediterranean, was achieved
in July 2013. Other priorities for the year include strengthening the EBRD’s approach to gender
and economic inclusion issues, and a review of the Bank’s Environmental and Social Policy, its
Public Information Policy, and its Project Complaint Mechanism. Discussions will intensify this
year on the EBRD’s approach to the graduation of the more advanced transition countries.

Bank Performance in 2012: The EBRD continued to provide financing in response to financial
challenges in Europe, and its investments in 2012 reached $11.8 billion. Eighty percent of
EBRD investments were directed to the private sector. The EBRD supported a record 393
operations in 2012. Top recipients of investments were Russia (29 percent), Turkey (12
percent), Ukraine (11 percent), Poland (8 percent), and Romania (7 percent). EBRD business
volume in 2012 was concentrated in the following sectors: Financial Institutions (32 percent),
Corporations (28 percent), Infrastructure (21 percent), and Energy (20 percent).




The EBRD maintained a focus on its transition mandate, with 92 percent of projects signed in
2012 rated good or excellent in terms of their potential for promoting transition to a market
economy. In 2012, the EBRD launched Phase 3 of its Sustainable Energy Initiative, which aims
to help EBRD’s countries of operation mitigate and adapt to climate change, and improve energy
efficiency in these countries.

In 2012, there was substantial progress toward achieving a U.S. priority to support emerging
democratic states in the MENA region in their transition to more market-oriented economies.
The EBRD launched investment operations in Egypt, Jordan, Morocco, and Tunisia in late 2012,
investing a total of $239 million in the region. The United States was successful in achieving
another long-term objective, as sufficient support from shareholders was obtained to approve
Kosovo’s membership in the EBRD.

Key Institutional Reforms: In line with our institutional reform objectives, the EBRD continued
to increase the proportion of its investments in the early (less advanced) transition countries
(ETCs), reaching a record business volume of $1.45 billion in 2012. For the third consecutive
year, more than 30 percent of EBRD’s transactions were completed in ETCs.

With U.S. support, the EBRD began in 2012 to consider improvements to its results framework,
including enhancements to its transition impact measurement. Work has continued in 2013, with
the goal of adopting a new approach by the end of the year.

Revised codes of conduct for both EBRD personnel and for officials of the Board of Directors
entered into effect in 2012. The new codes of conduct have been aligned with the current best
practice of comparable institutions. Among the enhancements are the establishment for Board
officials of the obligation to report suspected misconduct and the concomitant duty to refrain
from retaliation against whistleblowers. The revised codes also provide for a more transparent
procedure for dealing with alleged breaches of the codes.

The Board of Directors approved a new evaluation policy in 2012. The new policy sets out the
principles guiding evaluation at the EBRD, highlighting that evaluation is a bank-wide effort and
not solely the responsibility of the Evaluation Department. The Evaluation Department
developed an improved self-assessment template for bankers, which was introduced on a pilot
basis in 2012.

INTER-AMERICAN DEVELOPMENT BANK

2013 Priorities: Key priorities for the IDB include improving the effectiveness of policies,
strategies, and reforms stemming from commitments in the Ninth General Capital Increase (GCI-
9) agreement. Since the previous report, the IDB’s independent Office of Evaluation and
Oversight (OVE) has undertaken a comprehensive mid-term review of all of the reforms that
were agreed as part of the GCI-9. The evaluation analyzed both the extent to which the reforms
were implemented, and the reforms’ effectiveness. The presentation of the results of this review
was the centerpiece of discussion among Govemors at the March 2013 Annual Meetings.



Overall, the evaluation found that the IDB has fully implemented almost all of the agreed
reforms. However, OVE determined that the effectiveness of the reforms has been mixed. Areas
identified for improvement include the effectiveness of the Independent Consultation and
Investigation Mechanism, the Macroeconomic Stability Assessments, and the IDB’s work on
private sector development. Management and the Board of Directors are working closely on
plans that address the concerns outlined by OVE.

Although substantial progress has been made on the implementation of the Corporate Results
Framework, which helps track the IDB’s effectiveness in generating results and operational
efficiency, additional efforts are needed to simplify it and foster a greater sense of ownership
within the institution. The IDB will also continue improving the management framework for
technical cooperation and knowledge products. The evaluation of the Bank’s support for Haiti
emphasized the substantial effort and commitment to Haiti of the Bank and its partners. Top
priorities in designing and implementing the IDB’s Haiti program will be project quality, local
capacity-building, and the country’s absorptive capacity. The IDB is currently reviewing
operational policies to create an up-to-date, comprehensive, and binding set of policies that will
be closely tied to all institutional strategies and sector frameworks.

The IIC Board approved a safeguards policy for the IIC in June 2013, which is expected to enter
into force late in the year.

Bank Performance in 2012: The IDB committed $11.4 billion in loans and grants for 169
projects in 2012. Top recipients of IDB lending in 2012 were Brazil (18 percent), Mexico, (13
percent), Argentina (12 percent), and Costa Rica (6 percent). The lending was spread across
many sectors, with the largest amounts going to Transport (15 percent), Water and Sanitation (15
percent), Reform/Modernization of the State (13 percent) and Energy (11 percent). In addition,
43 percent of the volume of total lending went to small and vulnerable borrowing countries,
which was a key goal of the GCI-9.

The IDB has been one of the most committed partners in leading reconstruction efforts in Haiti
after the devastating 2010 earthquake. The IDB approved $246 million in new grants and
disbursed $200 million last year for critical projects in priority sectors in Haiti.

Key Institutional Reforms: The IDB made significant progress in implementing its GCI-9
commitments. Areas that OVE noted are well implemented and effective include financial and
risk management and information disclosure. OVE also favorably reviewed the IDB’s progress
in combating fraud and corruption, implementing environmental and social safeguards, and
putting in place the Development Effectiveness Framework. Key findings on a few of these
issues are highlighted below.

¢ Financial and Risk Management: The Income Management Model (IMM) was a key
achievement for the United States in the financial reforms included in the GCI-9
agreement. The IMM clearly links the IDB’s loan charges to its administrative expenses
and lending capacity. The OVE report confirms that the IMM (along with other financial
management reforms in the capital adequacy policy and risk management framework)
has been fully implemented and is working as intended. OVE notes that the parameters



imposed within the IMM are stricter than those at comparator institutions, and thus
recommends that management periodically review the parameters through scenario
testing to see if additional flexibility could be given without jeopardizing the IDB’s AAA
credit rating or financial stability.

e Information Disclosure: The GCI-9 agreement requires that the Bank’s information
disclosure policy be expanded, bringing it in line with its peer institutions. The new
disclosure policy took effect on January 1, 2011. The OVE evaluation finds the new
policy to be a major step forward, noting that it is broadly consistent with the IDB’s
peers. However, OVE is concerned with the policy’s approach towards “country specific
information” (information that the country might consider to be confidential) and how it
might undermine the significant improvements in IDB transparency. Specifically, the
policy included an exception that allowed countries to block publication of an entire
document rather than just redacting sensitive information. Management agreed with
OVE’s concern and made changes in line with OVE’s recommendations. In February
2013, these changes were made to the access to information guidelines, which are posted
on the IDB website.

e Combating Fraud and Corruption: OVE found that the IDB made substantial progress
in improving its work to combat fraud and corruption, particularly in relation to
protecting IDB finance activities. Reforms include strengthening the independence of the
Office of Institutional Integrity, adopting an improved sanctions structure, and finalizing
a cross-debarment agreement with other MDBs. With regard to helping the IDB’s
borrowing countries combat corruption, OVE finds that while the IDB has many projects
to improve public management and strengthen institutions, this agenda has not received
sufficient attention and support. We continue to press the IDB to strengthen its
incorporation of anticorruption and governance issues in the individual country strategies.

INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT

2013 Priorities: [IFAD has outlined an ambitious agenda in its Medium-Term Plan (MTP) for
2013-2015, which centers on lifting 80 million rural individuals out of poverty. In response to a
call by donors to maximize efficiency, IFAD is aiming to amplify its impact without increasing
its resource base. To this end, IFAD is committed to scaling up successful and innovative
approaches to smallholder development.

Fund Performance in 2012: IFAD’s total portfolio stood at $13 billion at the end of 2012, of
which $5.9 billion represented IFAD’s own financing; the remainder is co-financing from other
parties. IFAD committed $998 million in loans and grants for 33 projects in 2012. Top
recipients of IFAD financing in 2012 were China (9 percent), Nigeria (7 percent), Democratic
Republic of Congo (7 percent), Afghanistan (6 percent), and Burkina Faso (5 percent). Close to
40 percent of approvals were to Sub-Saharan Africa, followed by Asia and the Pacific (35
percent), Latin America and the Caribbean (15 percent), and Near East, North Africa and Europe
(10 percent). Approximately 71 percent of IFAD’s approvals went to low-income food-deficit
countries. Funding for Agriculture and Natural Resource Management remained IFAD’s top




priority with over 30 percent of resources directed to that category, followed by Rural Market
Services (15 percent), Market and Related Infrastructure (15 percent), Policy and Institutional
Support (10 percent), Community-Driven Human Development (9 percent) and Small and
Microenterprises (6 percent).

IFAD’s reported results for 2012 include: (1) training 4.8 million people in improved agricultural
practices and technologies; (2) improving management standards for 3.7 million hectares of
common-property resource land; (3) constructing or repairing 21,000 kilometers of roads; (4)
forming or strengthening 16,000 marketing groups; (5) training 1.5 million people in business
and entrepreneurship; and (6) assisting 4.3 million active borrowers, 69 percent of which are
women, through IFAD-assisted microfinance institutions.

In February 2013, Kanayo Nwanze was re-elected as the President of IFAD for a second four-
year term of office. A Nigerian national, Nwanze has 35 years of experience across three
continents on methods of promoting poverty reduction through agriculture, rural development,
and research.

Key Institutional Reforms: IFAD intends to further improve its institutional efficiency by
increasing its average project size, engaging in further decentralization, incentivizing higher
performance and productivity among its staff and consultants, streamlining internal processes,
improving risk management, upgrading information and communication technology, and more
closely monitoring budget performance. A new suite of cost tracking tools and process
efficiency indicators will help to monitor success, including improvements in the way staff
resources are deployed.

IFAD has improved its financial management system and modernized its approach to portfolio
management by providing sound investment guidelines in support of its recently updated
investment policy, which outlines IFAD’s investment goals and risk appetite. In addition, IFAD
recently adopted an improved cash flow management system that will align IFAD with best
practices at other MDBs. IFAD is also in the process of better linking pay to performance within
its Human Resources policies.

NORTH AMERICAN DEVELOPMENT BANK

2013 Priorities: The NADB continues expand its visibility as a key source of finance for
environmental infrastructure along the U.S.—Mexico border. NADB’s renewable energy
portfolio has grown significantly in the last few years in response to heightened investor appetite
in solar and wind investments on the U.S. side of the border. NADB has also started disbursing
from the new Community Assistance Program, which is a grant facility set up in 2011 to provide
water/wastewater infrastructure financing for low income communities. Building on this
momentum, NADB management is exploring the role that it could play in bringing the
government and the private sector together to help fund border infrastructure.

Bank Performance in 2012: Since its establishment, NADB has provided approximately $1.9
billion in loans and grants that are benefiting an estimated 17.2 million residents. In 2012,



NADB approved a record 19 projects for a total of $583.8 million, with a growing number of
private sector deals mainly in the renewable energy sector. The majority of NADB projects are
in the United States (61 percent), compared to Mexico (39 percent), largely driven by large
renewable energy projects approved in the last year. Renewable Energy accounts for 58 percent
of NADB’s sectoral lending, following by Air Quality (15 percent), Water and Wastewater
Disposal (15 percent), and Solid Waste Disposal and Storm Drainage (11 percent). The total
investment value of all the projects to which it provides or administers funding is approximately
$5.5 billion. Loans past due remain consistently low at five percent of the portfolio.

NADB and its sister institution — the Border Environmental Coordination Commission (BECC) -
have had a measurable impact on improving access to environmental infrastructure along the
border. Key accomplishments include:

e providing 123 Water and Wastewater projects valued at $2.4 billion for new or improved
services to 12 million border residents with a capacity to adequately treat more than 450
million gallons per day (MGD) of wastewater discharges;

e supporting 23 Solid Waste projects accommodating approximately 1,550 tons/day of
waste that had been previously disposed of in open or uncontrolled sites, benefiting more
than 3.5 million people;

e implementing 12 Air Quality projects related to paving and urban mobility, which
eliminate approximately 170,000 tons per year of dust caused by vehicular traffic on
unpaved roadways;

e supporting 25 Water Conservation projects estimated to save energy and to decrease
water losses by approximately 330 MGD, enough to serve the average demands of some
four million people; and

e supporting the development of 13 Clean and Efficient Energy projects anticipated to
prevent greenhouse gas emissions equivalent to almost 1,265,665 metric tons of CO2 per
year.

Looking ahead, NADB projects strong growth in its loan portfolio, with loans outstanding
projected to increase from $897 million to $1.5 billion by 2017. The extraordinary increase in
lending has resulted in some institutional capacity constraints that management is monitoring.
NADB began borrowing from private capital markets in 2010 to support its capital needs, and
has thus far raised $720 million from the market. Fitch just announced its first ever rating for
NADB at a AA+/Stable outlook.

Key Institutional Reforms: In the last year, NADB’s growth both in lending activities and in
raising capital has been accompanied by stronger financial policies to more effectively manage
risks. NADB’s efforts in strengthening financial management have been validated by strong
credit ratings, including: a AA Stable rating from Fitch, a AAA Stable rating from Moody, and
an A+ Negative rating from S&P. NADB has also increased training and capacity building as it
enters newer sectors within its mandate. NADB has made good progress in strengthening its



results measurement capacity with the launch of project completion reports and new impact
evaluations that are planned for the coming year. Looking forward, NADB intends to focus on
managing operational risks as it continues to target an ambitious growth plan over the next five
years.



Report on IDA Contribution to Graduation

The U.S. Department of the Treasury presents this report consistent with 22 U.S.C. § 262r-
6(b)(2). That section directs the Secretary of the Treasury to report to Congress on how
International Development Association (IDA) financed projects contribute to the eventual
graduation of a representative sample of countries from reliance on financing on concessionary
terms and international development assistance.

IDA provides highly concessional funds to the poorest countries, and ideally supports growth
and development that ultimately enables these countries to graduate from IDA. The highest
priority for scarce concessional resources is the poorest countries whose access to alternative
sources of finance is highly constrained. The process of graduation from IDA is normally
triggered when a country’s per capita income exceeds the operational graduation threshold
(currently $1,195) for at least two consecutive years, and the country is deemed to be
creditworthy enough to receive loans from the International Bank for Reconstruction and
Development (IBRD). The graduation process involves a phase-out of IDA funding along with a
phase-in of IBRD lending. Before graduation, there is usually an intermediate stage in which
countries are designated as IBRD/IDA “blend” countries. There are currently 17 IDA-blend
countries: Armenia, Bolivia, Bosnia-Herzegovina, Cape Verde, Dominica, Georgia, Grenada,
India, Mongolia, Pakistan, Papua New Guinea, Sri Lanka, St. Lucia, St. Vincent, Uzbekistan,
Vietnam, and Zimbabwe (which is not borrowing due to arrears).

Five countries will graduate from IDA by June 2014 (the end of IDA-16): Angola, Armenia,
Bosnia-Herzegovina, Georgia, and India. In FY 2012, these five countries represented nearly 13
percent of IDA lending. India, which is currently the largest borrower from IDA (accounting for
11 percent of IDA lending in FY 2012) is the only current graduate that faces a hard constraint in
its access to IBRD lending (due to limitations on the amount that any single country can borrow
from the IBRD). As a result, India cannot replace lost IDA funding with IBRD loans. In order
to smooth India’s graduation to “IBRD-only” status and avoid a steep decline in combined
IDA/IBRD resources, India is likely to receive limited “transitional assistance” from IDA. This
transitional support to India would follow a downward trajectory and be available on less
concessional (closer to IBRD) terms.



