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I. PROGRESS UPDATE

DEVELOPMENT OUTCOME OF I F €INVESTMENTS AND ADVISORY SERVICES

1.1 Development Impact. Three years ago, IFC made greater development impact its principal
corporate Goal, and measures development results through the Development Outcome Tracking System
(DOTS). Results from DOTS and those of the Independent Evaluation Group (IEG) feed into strategy
formulation (see Box 1) and inform | FCOaothe coipanate, edepdrtnenteand sdiveddale
levels. Thi s fAcascade effecto helps to ensure tha
Taking into account past results, current market conditions and expected future performance, IFC
continuously refines its strategy to ensure emphasis on areas where it expects to have strong additionality and
development results, setting clear ex ante expectations for new business.
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evaluations and IF€ommissioned third party evaluations. Relevant findings from these evaluations include:
CrisisResponse(See alsoBox 4of the FY10l2 Road Map)L C/ Qa NBaLl2yasSa G2 LI ad ONR
investments in high profile strategic companies and restructuring of major existing projects sent powerful positive sign
time when market confidence was waning in crisis countries. Demand for IFC was strong, especially for its risk mi
knowledge and innovation additionality. Overall, projects approved during crisis achieved better results tk@isiprprojects.
Existing prgects that were in the early stages of implementation were most vulnerable and were hit hardest by the cris
drivers of IFC performance during crises incltiiey’ | (G dzNB X ljdzr t Adeé FyR aLISSR 27
Advisory Servies (AS) IFC deploys its advisory services in the pursuit of its five strategic pillars and has targeted hig
destinations such as IDA countries and Africa. 67% of advisory services achieved strong development effectivenessulir
were assoated with high IFC additionality, client commitment, good project design and implementation, local presence an
involvement, and effectiveneasurement and evaluatiorAS also appear to perform better in high f&k/ironments and when
part of progranmatic interventions such as AS aingestmentcombinations. AS delivered with an IFC loan tend to do better
0K2aS dzyRSNIiF {Sy 6AGK Iy LC/ Sldzaided LC/ Qa STTF2NIa npads
favorably wiit K YSI adzNBa (1 1Sy o6& 20KSNJ RS@St2LIYSyid Ayadadddzia
with the new Vice Presidendgr Business Advisory S#ges

World Bank Group(WBG)Cooperation Effective collaboration can translate to bettersults and improved benefits to client:
However, working together entails costs and risikedl may notalwaysbe appropriate. While progress has been achieved
increasing WBG cooperation through joint departments, joint or coordinated projects, andstiablishment of the IDAFC
Secretariat, more can be done. Client needs and strong management encouragement were instrumental to su
cooperation. Orthe-ground presence of the World Bank and IFC, open communication channels, conducive organi
structures, and good working relationships emerged as important factors for good cooperation. On the other hand, obst
O22LISNI GA2y AyOfdzRS 101 2F dzy RSNEGIyRAYy3 2F SI OK iivés§
Cooperation in advisory services is more common than in investment operations.

LC/ Q& ! R BtholighECyatditidnili§y is associated veittong development and investment results. fgst, the quality of
LC/ Qa 2@SNI ff I RRaiistag@oyylof bitidran most cases, Bi&aying NS taS met or exceeded its expecte
FRRSR Ay | LINR2SOG® 5S@St2LI¥Syd NBadzZ G6a 6SNB o0SGiESNI g
additionality, especially financial, @red to be the most common form of additionality and appears to have most tractio
development results. There is no apparent traéief ¥ 0 SG6SSy (KS RAFTFSNByYyd GeLSa
additionality tends to increase in time$ orisis.

Guarantee instruments IFC has used guarantee instruments effectively in a wide range of potential applications, in
supporting local currency financing, extending maturities and introducing new financial instruments. There is poten
increasing the use of guarantee instruments by mainstreaming the delivery of these products in investment depar
simplifying the delivery process, and scaling up successful models in strategic areas. IFC could also play a role mtleap
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Devel opment Out c o me awadfAdvisdryCSérgices! DOVSeirgroduced im 2095,
has allowed IFC to track the achievement of development results for its entire portfolio of investments and
advisory services, continuously and throughout the project cycle; and provided earlier and more
contemporaneous feedback. DOTS results show

t hat



development outcomes (based on rolling average for projects approved in CY99-04), meeting or exceeding
market, financial, economic, environmental and social, and private sector development (PSD) performance
benchmarks and standards. This improvement in results compared to FY07 (63% of projects had high
development results) is evident in all regions and nearly all industries, and in part it reflects improving
economic conditions and investment climates until recently.

CHART.: DEVELOPMENTOU ha 9{ h C SIMENTEIMPAROMESURSTIALLY IN FY08
Based on rolling average for projects approved in CY97-02, 98-03 and 99-04
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1.3 The analysis of development outcome by its four performance areasifinancial, economic,
environmental/social performance and PSD impactsi shows that: (i) financial performance has the lowest

scor e: 64% of | FC6s projects met their benchmar Kk

capital, which is not surprising as typically, only about half the companies can outperform the competition;
and (ii) all performance areas improved compared to last year, except for environmental and social
performance. In FY08, IFC opted for a more conservative approach in assessing environmental and social
performance by rating as "partly unsatisfactory” any project for which the information was lacking for over
two years. This, coupled with improved quality assurance, resulted in a 10% decrease in the percentage of
projects rated high on environmental and social performance from FYO07. IFC expects to see improvement in
this area based on a significant ramping up of its environmental and social supervision program, which will
support more timely review of available information and help address the lack of knowledge on E&S issues
that often leads to an assessment of poor performance.

CHARD: WEIGHTED DEVELORMERESULTS ARE BRTINEALL REGIONSRAACULARLY IN SBBHARAN AFRICA

Development OQutcomes: Unweighted vs. Weighted
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CHARB: WEIGHTED DEVELOPMREBULTS ARE BETNERLL SHORS

DoOT S Dewvelopment Qutcome - FY03
Unweighted [by number} vs. W eighted [{by IFC inwestm ent}
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DOTS data as of June 30, 2008, for projects approved in calendar yea200899
CIN- Infrastructure CFN¢ Private Equity and Funds
CGF Global Financial Markets CGM- Global Manufacturing and Services
COC Qil, Gas, Mining and Chemicals CAC&; Agribusiness
CIT- Information and Communication Technologies CHE Health and Education
Note: CSE Subnational Finance: not shown, given most operations are not yet sufficiently mature to evaluate results fully.

1.4 Results weight ed olunge wdreFewer ssronger,nwithetise tpencentage of projects
with high development results increasing from 81% in FYQ7 to 87% in FY08. Weighted results are higher in
all regions and industries, particularly in East Asia and the Pacific and Sub-Saharan Africa and agribusiness,
information technologies, and manufacturing and services. This indicates that, on average, larger investments
and companies perform better; in part due to the higher risk profile for small businesses and investments, and
in part to the fact that larger companies have economies of scale, often with better management and
corporate governance, and thus find it easier to overcome difficult business environments.

15 Devel opment resul ts of.Dde thecwrent finaucal crisisnkEQekpscts
that the end of FY09 development results will deteriorate substantially to about 60% of projects with high
development outcomes. The results will depend on the speed and depth of the crisis affecting developing
countries.

1.6 I FCO6 s c oicalnrblee Whenycaumtry conditions deteriorate, IFC needs to be ready to step in.
Analysis shows that during past country crises foreign investors tended to withdraw, whereas IFC typically
increased its exposure. Even though IFC expects a negative impact of the financial crisis on the development
results of the portfolio, past results from DOTS and IEG (See Box 1: IEG-IFC Evaluation Findings) show
that there are good opportunities for strong development results for projects approved after a crisis hits. IFC
has had strong results in Russia and Turkey, for example, where it played a strong countercyclical role. IFC
increased its exposure in recovering post-crisis economies by more than 15%, during the three years
following crisis, in 12 of 17 countries which suffered economic-financial crises between 1994 and 2001, and
maintained its exposure in another four!. DOTS results show that 67% of projects approved three years post-
crisis had high development results, which is substantially higher than development results of projects
approved either pre- or during the crisis. IFC was able to invest in high-performing companies, despite
difficult environments. The high development results performance for projects approved post-crisis is closely
linked to a strong increase in the proportion of projects that have shown better financial performance, which

! Source: IEG- IEDR 2008



increased from 33% for crisis year approvals to 60% for post-crisis approvals. This is to be expected, as past
results have shown that development results tend to be highly correlated with financial performance?.

1.7

CHARBY L C/ Q{ /| CALROIENVMOIPPORTUNFOR STRONG DEVEUEWRT RESULTS
DOTS Development Outcome Rating
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Highlights of development results for the calendar year (CY) 06 and 07 portfolio show solid increase
in the reach figures for most sectors, as shown in Table 2 in the FY10-12 Road Map. The expected

development reach for new business in the first half of FYQ9 is provided in Table 1.

TABLE:1 LDI [ L DI ¢ EXPEGTED BEVELOPMERACH (FY09 FIRSTHEOMMITMENTS)

Development reactby IFC's client companies New Business
Investments Expectations H1 FY®9
Employment provided* 59,867
Microfinance loans

Number (million) 1.3

Amount in$ million 545

SME loans

Number (million) 403,592
Amount in $ million 17,792
Customers reached with services:

Power distribution (millions of customers) 1.0

New phone connections (million) 3.0

Local purchases of goods and services ($ million)* 2,357
Contribution to government revenues or savings ($ million)* 2,368

* Selected departments only

** FYQ09 expectations timelines vary by department

2 Results from DOTS as well as work done by IEG show that develo p ment i mpact and financi al

projects and that there is little tradeoff between financial and development results

succes



BOX2: LEARNING FROM ANDINS RESULTS: ASNSIMICRO, SMALL ANMEDIUM SIZED HERPRISES

In FY08, IFC started to also report on changes to development results for investments as compared to the previous fara
advisory services, on the results ofdepth evaluationsBetter results measurement, of course, leads to bettestes and
decisions. For example, IFC now focuses on supportiingo, small and medium enterprisesIEME} through financial
intermediaries because it has proven to increase the likelihood of high development résthkseas development results ¢
LC/ONB@®RI Ay@SaliySyita Ay a{ag9a KI@S KAaG2NROlIftfte oSSy
through financial intermediaries the opposite tends to be the césmncialmarket investments supporting MSMEs tended
have better deelopment results than othefinancial marketsnvestments In part this is due to the fact that IFC has increasi
combining financial markets investments with advisory servites NS OSy i L9D S@Fftdz2 GA2y KI
through financid intermediaries had particularly good results when investment were combined with advisory service
likelihood of success with advice was about 20 percentage points higher than without, and the outreach to MSMEs
stronger’. And finally, wheres IFC could directly only reach at most hundreds of MSMEs, its financial markets clients p
over eightmillion loans worth almost#4 billion at the end of 2007.

DOTS Real sector results by size of IFC DOTS Financial markets results by
investment Enterprise type

0, - 0, - 0,
100% 86% 18802 1 sew 90% 91%
78%

809% + 68%
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30% -

60% 58%
o A :
38%
40% A
20% A
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0% T T T T g 0%

20% -+
<$5M  $5-$10M $10-$15M $15-$20M >=$20M Micro Small Medium Other

80% A 69%

Percent with high
development outcome
Percentage with high
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Investment size Type of Enterprise

1.8 Development Results for IFC Advisory Services. IFC has a network of monitoring and evaluation
(M&E) staff in its regional facilities, other donor-funded operations, and departments engaged in advisory
work. Evaluation results across the Corporation are centrally coordinated. IFC has developed a set of output,
outcome, and impact indicators for each of the five business lines. These indicators are tracked from
approval through project supervision and completion via DOTS for advisory services. The system facilitates
data-aggregation and reporting on key output, outcome and impact indicators. In FY08, the percentage of
projects with Devel opment Effectiveness rated fASa

3 Financing micro, small and medium enterprises in frontier countries through financial intermediaries :  An i ndependent eval
experience (2007).



TABLE: HIGHLIGHTS OF WIQVISORY SERVICESEMOPMENT RESULT8BSINESS LINES

Product | Time Frame | Development Reults
Business Enabling Environment
Busineséntry 20062008 | Cost of complying with business regulation in Belarus: Reduced by 61% (from $7¢

$296); Days for complying with business regulation in Belarus: Reduced by 72%
days to 11.5 days)

Investnent Policy and 2006-2008 | Enabled $2 billion in financing; 87,000 formal jobs

Promotion

PublicPrivate Dialogue | 20032008 | Private sector savings of $3million in three countries

AlternativeDispute 2003-2008 | 2,193 cases successfully complet®@ million in funds released

Resolution

Access to Finance

SMEBanking 2008 Mobilized $34.4billion in financing to 175,221 SMEs

Microfinance 2008 Mobilized $3.2billion in financing to 2.1 million microfinance institutions

HousingFnance 2008 Mobilized $1.9billion in housing finance loans to 69,558 homeowners

Leasing 2008 Mobilized $0.7 billion in lease financing for 19,715 micro, small, and medium leasir
enterprises

Credit Bureaus 2008 Helped create or significantly improve credit bureaus in 10 countressilting in 34.7

million credit inquiries

Corporate Advice

CorporateGovernance | 20002008 Enabledover $4 billion in financing; 13,880 companies/banks trained or consulted

Linkages 2003-2008 2,300 new contracts for MSMEs wortlier $1 billion; $30 nilion in financing enabled
for 313 SMEs

SME Toolkit 20022008 Reached 7.8 million SME Toolkit unique website visitors working through a netwo
local partners and in partnership with IBM

Business Edge 20042008 Trained over 120,000 individuals in theekong, Sichuan China, and MENA Region

Infrastructure

AdvisoryMandates 2002-2008 Reached 15.6 million people with access to improve services; facilitated $13 billio
financing;over $5 billion in avoided government subsidy and increased governmen
receipts

Support for Extending | 20042008 | Reached 142,500 people with access to improved services; facilitated $10 million
Access financing

Environmental and Social Sustainability

Biodiversitybased 20062008 | 133,538 Ha of land maned sustainability; $184 million in sales
Financial Products
Corporate Social 20062008 | 754,000 garment workers covered by Better Work program

Responsibility

Sustainabldnvesting 2003-2008 Mobilized $247 million in financing

* 2008 indicates prtfolio disbursedreported ly clients for 2007 calendar yeand the development results are cumulative results as of

2008 fiscal year.

ADVANCES IN MEASUREMENT

1.9 IFC continues to make notable advancements in measuring the development impact of both its
investments and advisory services, as well as in the area of environmental and social risk management. To-
date, IFC is the first multilateral development bank to report on current development results for its entire
portfolio and expectations for its new business, and to have an external firm review the application of its
methodology and reported results, as part of assurance for non-financial aspects of its reporting.

110 | FCos resul ts measur ement framewor k has

development banks. Assessments in 2005 and 2007 found that IFC was at the forefront in results
measurement and reporting. In its recent evaluation of DOTS, the Independent Evaluation Group (IEG-IFC)
foundt hat DOTS exhibits a high d-estgblished, in@dpth evatuatieni

beer

sten



system. In fact, t he fAnet downgradeso | EG makes in its ind:¢
mi ni mal 2 %, and this is compar abl e-deptloselftelaleationse t d ¢
(Expanded Project Supervision Reportsi XPSRs) which are also around 2%.

1.11  During FY08, IFC shared its experience with the broader development community through continued
exchange with other multilateral and bilateral institutions, and the development of private sector indicators
that support management for development results. IFC was asked to lead the development of indicators on
which the multilateral development banks now report, and a first report was published in March 2008 (the
COMPAS or Common Performance Assessment System report)*. IFC has made progress in standardizing the
measurement framework and the indicators to compare and aggregate results across projects, but doing this
across sectors remains a challenge.

1.11.1 Improvement in Information Quality. IFC is currently reviewing comprehensively all DOTS entries

for companies with project approvals between 2000 and 2005 and for FY09 commitments. There has been
significant I mprovement in the quality of the i
continuous emphasis on developmentre s ul t s, i nvest ment depart ment sé
exercises undertaken throughout the year. Since its launch in 2005, more than 2,600 IFC staff has received

training on DOTS. To date in FY09, 19 training events have been conducted for almost 400 staff, and more

are planned for the remainder of FY09.

1.11.2 DOTS Il. IFC plans to introduce DOTS I, an upgraded version of the current system, in late FY09
and early FY10. It will allow: (i) better aggregation of specific development results indicators (e.g. number
of people getting access to services),; (ii) 1 ntec
project-l evel additionality, as well as the investment

1.11.3 Project-level Reporting. There is growing external interest in project-level reporting on the
development results of IFC-financed investments, particularly for more high-profile investments where
sponsors, and IFC for its part, may have committed to outcomes of importance to local communities. IFC has
initiated a review of reporting best practices among its clients regarding their project-level results
information, and has started a pilot exercise to look more closely at local development results for a few
projects in selected sectors.

1.11.4 Country Level Results Measurement Framework. IFC is currently working with the IDA-IFC
Secretariat to participate mor e ©untrly AsgistanmenStrategy n c 0 r |
(CAS) results framework. The purpose of this pilot exercise is to experiment with new innovative ways to
develop improved joint country strategies, improve World Bank-IFC coordination, increase synergies and
provide greater World Bank Group development impact. The basic approach is to consider how the CASs
can be implemented from inception as a partnership between the World Bank and IFC, structured to be
practical and provide high value to both institutions. Ideas being explored in the pilots include one to two
days structured sectoral strategy sessions with both World Bank and IFC staff, joint CAS management
reviews, and an integrated results framework, and results from the pilot will be reviewed for eventual
mainstreaming. The pilot will cover six IDA countries where a CAS is currently being formulated, or is
scheduled to be formulated, in 2009.

WORLD BANK GROUP COOPERATION

1.12  The leadership of the World Bank Group in private sector development is an important comparative
advantage, and leveraging the strengths of the whole World Bank Group has been criticalto | FC& s suc c €

* Online at http://www.ifc.org/ifcext/devresultsinvestments.nsf/Content/Our_peers
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IFC participated fully in the groups working on the Strategic Directions for the World Bank Group and
undertook many joint projects in all regions, for example, worked together closely in conflict-affected
situations. IFC stepped up its cooperation with other World Bank Group institutions financial contributions

tolIDAOduring FYOS8, | FC began a net tr ayasfiindimgcydd $1.
mat ching | BRDO6s f uinadditha geatibnmfrthe IDA-8C $edretargattin 2008 tmmursue
opportunities for increasing World Bank Group joint efforts that support private sector development in the
countries IDA serves. There are significant opportunities to enhance cooperation further, particularly in the
morechall engi ng mar kets which are becoming an increa

global financial crisis response efforts, climate change and agribusiness.

1.13  Significant progress has been made this year in increasing cooperation among World Bank Group
members. This continues to be an important corporate Goal for IFC to increase development impact.
Described below are major recent steps in enhancing the World Bank Group cooperation in strategy
formulation, policies and systems, projects, and corporate initiatives.

1.14  Strategy. Progress has been made at the Corporate, regional, country and sector levels.

1.14.1 Corporate and Regional Strategy. Senior World Bank representatives participate in the annual IFC
department strategy sessions with senior management, and IFC and World Bank regional departments
continue to enhance regular staff contacts. For advisory services, periodic Bank Group regional coordination
meetings have continued, with the Middle East and North Africa/South Asia meeting following on the
successful coordination meeting in Africa.

1.14.2 Country Level. With the assistance of the IDA-IFC Secretariat, the World Bank and IFC have
initiated a series of enhanced joint CAS pilots, as discussed in paragraph 1.11.4. The World Bank and IFC
have also expanded use of joint country retreats, joint meetings with public and private sector stakeholders,
and have worked together to respond to special country situations, e.g. in Georgia.

1.14.3 Sector Level. Joint sector strategies and approaches have been developed in a number of countries,
for example the hydropower and the financial sectors in Laos, power in Central America, and infrastructure
in Southern Europe. There has also been or is on-going cooperation in a number of global sector strategies,
including the PSD Strategy update, the World Bank Group Energy strategy, Sustainable Infrastructure
Action Plan, Africa Health, and the upcoming environment strategy.

1.15 Policies and Systems. To reduce transaction costs of processing joint projects, a number of activities
have been initiated, many with the help of the IDA-IFC Secretariat:

1.15.1 A working group has developed new guidelines on how existing policies and procedures within the
World Bank Group environmental and social systems apply to jointly financed projects.

1.15.2 An interim agreement was reached with the three World Bank Group General Counsels to expand the
mandate of the Conflict of Interest office to cover all intra-World Bank Group situations regarding potential
conflicts of interest.

1.15.3 In order to improve knowledge management between the two institutions, the IDA-IFC Secretariat
has participated in joint country manager and country director trainings, worked with the Information
Solutions Group (ISG) to develop a web interface to share project information, and launched a competition
to collect and disseminate lessons of joint projects.

1.15.4 To enhance monitoring of and incentivize progress toward enhanced World Bank Group cooperation,

regular tracking of various types of cooperation has been started, wi t h t he results appeal

Corporate Scorecard (see Annex Il11).

1.15.5 To facilitate offering the full range of the World Bank Group products to private sector clients, a
program to promote cross-selling of Multilateral Investment Guarantee Agency (MIGA) and IFC products



has been initiated. This program includes more standardized approaches to security packages when both
institutions are involved, training of,andimmolvel i n |
processes and incentives for cross-selling products.

1.15.6 Guidelines have been implemented to strengthen collaboration in advisory work, including joint
attendance at strategy meetings, early project notice and consultation, peer-review, and flexible exchange of
staff.

1.16 Projects. In FY08, there were over 80 active projects featuring World Bank Group collaboration,
covering all regions, particularly in East Asia and Pacific, South Asia and Sub-Saharan Africa. Most of these
involved IFC advisory work in collaboration with World Bank projects (accounting for about 10% of IFC
active advisory projects), including projects in microfinance, housing and agribusiness in Afghanistan; work
on business environment, infrastructure, economic zones, and agribusiness in Bangladesh; business
environment and housing projects in Pakistan; infrastructure in Turkey; and power in Albania.

1.17 A number of current projects also have IFC finance or guarantees in collaboration with World Bank
projects. There were six projects of this type in FYO08, including work on a landmark communications
program in East Africa, and risk sharing facilities with commercial banks in West Africa to facilitate local
currency SME loans. There are currently another 24 projects being committed in FYQ09 or in the pipeline that
may lead to additional joint World Bank-IFC commitments, including a significant number of energy and
transport projects in Africa.

1.18 Corporate-Level Cooperation. In addition to the above, a number of important World Bank Group
joint corporate-level initiatives are being pursued, for example: (i) crisis responsed IFC has coordinated with
the World Bank in developing its special initiatives for the crisis response, e.g. the Infrastructure Crisis
Facility and the Bank Recapitalization Fund; (ii) the G20 process regarding the future of the Multilateral
Development Institutions and the Global Monitoring Report; (iii) climate changei IFC is fully engaged as
part of the World Bank Group climate change strategy and processes; (iv) oil, gas and mining (e.g. joint
work on global programs including Extractive Industries Transparency Initiative (EITI)); (v) financial
markets, e.g. Global Emerging Markets Local Currency Bond Fund (Gemloc); (vi) food crisis response; (vii)
Aid for Trade program; (viii) Doing Business Report; and (ix) foundations/partnership work.

IFC CONTRIBUTIONS TO THE WORLD BANK GROUP® SIX STRATEGIC THEMES

1.19 IFC is extensively engaged in each of the WorldBank Gr oupds Strategic Th
Poorest Counties are featuredin | FC6s fir st strategic pdonlphgad on
ahead). Key corporate goals reflect this emphasis, including the IDA and frontier region focus (for both
investment and advisory work), priority given to Africa, and the IDA emphasis in many special programs,

such as with InfraVentures and IFC SME Ventures, wholesaling, MSME efforts, Base of the Pyramid, the

trade finance program, the Health in Africa Initiative, and the IDA-IFC Secretariat.

1.20 Fragile/Conflict-Affected Situations are also now an explicit part of 16 $irst strategic pillar, and
there has been considerable progress in expanding IFC programs in relevant countries in Africa, Middle East
and North Africa and other parts of the world. Investments in this group were over $616 million in FY08 and
over 12% of advisory projects were in these countries. IFC engages with the World Bank Group thematic
group on this topic and has recently enhanced its investment and strategic approaches. (See paragraph 1.51
for more on | FCOs aaffdctedsituationses i n fragile/conflict

1.21  In Middle Income Countries (MICs), IFC is now engaged in a highly selective strategy, based on
both the headroom constraints in some of the largest countries, and the need to demonstrate high
additionality in relatively more sophisticated markets. Key f eat ures of | FCOs()MI C s
frontier regions of the MICs where poverty is more acute and business conditions often more difficult; (ii)
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climate change mitigation where MICs often have a significant impact; (iii) the facilitation of South-South
investments to support broad development in the MIC and other countries, with a particular focus in Africa;
(iv) a focus on mobilizationto leverage | FCO0s capi t &alv)samatiomlfmdmce whsre pos s
financing needs are often particularly acute; and (vi) projects with substantial impact on SMEs (e.g. through
linkage programs) or large demonstration effects through innovative approaches such as public-private
partnerships (PPPs). In MICs, IFC has begun to reduce focus on approaches that require large demonstration
effects to have a major impact, but where such demonstration effects are less likely to occur. For example,
thishasledtoa reducti on in | FC6s focus on housing finan

1.22 Arab World activities have also been a priority for IFC, as reflected in the large growth in
commitments and advisory services in the Middle East and North Africa region. The focus in the region
varies by country but includes significant work in the business environment and a focus on job creation
through manufacturing and services, agribusiness and health and education. Details of IFC activities in the
Middle East and North Africa region are provided in Annex | of the FY10-12 Road Map, as well as
paragraph 1.50 and Box 3 of this paper.

123 1 FC6 s c o nGlobal Bublic Goods certters on its contributions to climate change mitigation,
particularly through renewable energy and energy efficiency investments (see discussion under Pillar 3, page
20), its focus on setting standards in environment and social areas and corporate governance, and
contributions to global health (see Pillar 4, page 23) and trade (e.g. via trade finance and infrastructure).

1.24 Regarding the overall Knowledge and Learning agenda, IFC is engaged in a number of activities
for creating and disseminating knowledge, for instance in development of monitoring and evaluation of
projects, research on poverty and the private sector, the Doing Business project, forums on governance and
environmental and social issues, and pioneering work on aspects of climate change and the private sector.
IFC has also been developing extensive knowledge practice groups to help develop and share globally
critical knowl edggilgbusiress.at ed to | FCb6s on

ADVISORY SERVICES

1.25 IFC advisory services (AS) has grown rapidly in the last few years. Since 2001, AS annual
expenditures have increased, from $24 million to $269 million in 2008. As of December 31 2008, IFC was
managing a portfolio of 830 AS projects, with a total approved value of about $940 million with 1,191 IFC
staff now employed in AS activities. About 75% of these staff is field-based. AS expenditure for FYQ9 is
expected to be about $260 million to $280 million, reflecting a conscious decision to limit the high growth
experienced over recent years and to further focus on development impact, especially in a period of
uncertainty regarding the medium-term availability of both IFC and donor funding resources.

1.26  Organizational Changes. Reflecting the growth in the advisory services business, IFC established

the Vice Presidency for Business Advisory Services in 2008. Priority areas are: (i) to strengthen further the
strategic focus of ASwork,asa core el ement within | FC&s ;eng@)r al I
to enhance further development impact, results measurement, and work quality and efficiency. AS work will
continue to be expanded in IDA countries, frontier regions and conflict-affected situations, as well as
supporting other key World Bank Group priorities such as climate change.

127 Since 2006, | F C ddsintoAig business lkes: i(i)Busioess Grabing Engironmenti
to improve the business environment that will facilitate private sector growth and competitiveness; (ii)
Corporate Advicei to improve the business capability of companies, especially SMEs and in countries where
IFC currently has limited opportunities to provide investment finance, as well as improving corporate
governance standards; (iii) Access to Financeito expand the availability of financial services to the
underserved, especially micro and small businesses and low-income households; (iv) Infrastructureito
improve access to basic services in road infrastructure, telecommunications, water and energy utilities, health
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and education; and (v) Environmental and Social Sustainabilityi to improve sustainability of IFC clients and
through them demonstrate to the market innovative environmental and social business models.

1.28 Governance. Consistent with Internal Auditing Department (IAD) recommendations, a series of new
or modified AS policies and procedures has been approved by IFC management in respect of the Funding
Mechanism for Technical Assistance and Advisory Services and donor trust funds management, grants,
pricing, conflicts of interest and document retention. New policies and guidelines will also shortly be issued
in respect of management of risks and issues associated with the introduction of new AS products.

1.29 Increasing Reach to IDA and Conflict-Affected Situations. In FY08, AS expenditure was $152
million, of which 20% was spent in conflict-affected situations and 43% in IDA countries. In addition to
country specific projects, many of | F Ciritesventions are regional, especially in Sub-Saharan Africa where
projects span multiple IDA and conflict-affected situations. IFC is strongly committed to the work in
conflict-affected situations as evidenced by nearly 250 staff and 100 consultants living in these areas and
interacting with clients on a daily basis. In FYO08, approximately $40 million of advisory projects were
approved in fragile and conflict-affected situations, representing about 12% of total IFC advisory services
project approved

1.30 Promoting further World Bank Group Cooperation. Special guidelines were issued to AS staff to
enhance cooperation with other entities of the World Bank Group in the design and implementation of AS
projects. Collaborative efforts are underway in a number of areas and there is evidence from each region of
increased World Bank-1FC coordination at the operational level. New trust fund policies, guidelines and
procedures aligned with the World Bank Otmust fund policies and procedures were approved by IFC and
became effective from January 1, 2009. In cooperation with the IDA-IFC Secretariat, IFC worked on
developing capability to identify joint projects systematically and be able to incorporate this metric into
regular reporting.

1.31 Response to the Financial Crisis. An AS Financial Crisis Response package complementing and
supporting |-9peCificdnvesiment initcatives svas supported by the Board and has received
initial funding support from several donors. Planning of implementation activities is underway to scale up
and refocus select existing AS programs in financial sector, infrastructure, business enabling environment
and corporate governance, and in designing new programs in crisis management and non-performing loan
management, in collaboration with donor partners.

1.32  Strengthening Donor Partnerships and AS Client Funding. Total donor commitments to AS in
FYO08 were $210m and are expected to be about $250 million in FY09. IFC plans to strengthen partnerships
with donors and foundations and to establish relationships with new emerging donors. Strengthening existing
partnerships and broadening the donor base, coupled with effective implementation of the AS pricing policy,
is expected to allow IFC to maintain average annual expenditures in AS of approximately $260 to $280
million over the next three to five years. It is possible that the global financial crisis will have impacts on
forward donor funding levels. While no indications of significant reductions in Official Development
Assistance (ODA) budgets have yet been seen, there is some evidence that previously planned growth may
be scaled back over the near to medium term. With respect to philanthropic foundations, however, there is

already evidence of reduced grant-ma ki ng capaci ty. Client contributic
for ensuring client commitment and quality, to promoting idemandd a s o p puppb/@eddventwork, fi
and for enhancing the overall f i nanci al sustainabi | i. Wyk isocontinding @6 s A S

strengthen furtherl FC6s AS pricing policy.

1.33 Human Resources. |l FC6s AS staff now account for abou
all field-based staff. In light of this, major initiatives are underway to rationalize organizational structures
and accountability matrices, to improve the strategic fit between staffing and business needs and models, to
improve the quality and global mobility of staff, and to reinforce the synergies between AS and investment
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operations. An enhanced career framework is being developed to improve staff quality and mobility, and to
reinforce global knowledge management networks, while maintaining strong local footprints.

1.34 Improving Results Measurement, Quality and Processes.| FC6s wor k on AS
is seen as fileading edged by many development agencies. Continuing work to improve further results
measurement approaches, quality and systems is required and is underway. Special focus is being placed on
improving quality at entry through enhanced collection of baseline data and market information,
specification of targets and estimates of efficiency. AS product offerings are being streamlined through the
product review process, carried out annually. Business processes are being streamlined, within the context of

resu

| FC6s overall Business Process | mprovement exerci

1.35 Knowledge Sharing. The rapid recent growth of AS staff, especially in the field, increases the
importance of delivering global knowledge and expertise to field-based staff. IFC is working to enhance
further] FCO s a |-dewelaped yctiwties In this area.

RISk MANAGEMENT

1.36  Given the current financial crisis and as IFC scales up its activities and decentralizes further,
management of risk, including maintenance of a sound financial structure and appropriate risk management
practices, will become an even more critical issue. As a result, specific steps taken or planned include:

1.37  Workouts of Problem Projects. The Department of Special Operations (CSO) handles the workouts
of jeopardy investments and reports to IFC's Vice President, Risk Management. The department is comprised
of a small number of workout professionals who have extensive experience in handling jeopardy projects. In
FYO08, IFC developed a Crisis Contingency Plan, which considered the impact of scenarios on its work
program. To date, resources have been transferred to CSO to support this effort, including seasoned
investment officers from other departments. Two years ago, IFC instituted objective criteria for CSO
involvement in troubled projects, allowing earlier intervention and improved recovery prospects.

1.38 Portfolio Management. During the current fiscal year additional resources have been allocated to

increased supportforpor t f ol i o processes generally and to

particular resources dedicated to equity valuations and related training for investment operations staff. In
order to make corporate portfolio management resources more readily available to field staff, additional
resources have been allocated to coordinate between headquarters and the field. Details of the main portfolio
management initiatives can be found in the FY10-12 Road Map.

1.39  Shifting Functions to the Field. Credit review functions are being shifted to the field to parallel the
decentralization of business decision-making. Since the end of 2006, IFC has had two credit officers in Hong
Kong covering both East Asia and South Asia; in the course of FY08-09 four additional credit officers will
be placed outside of Washington, including one in Hong Kong, to strengthen the credit team covering East
and South Asia, two in Johannesburg, to cover Sub-Saharan Africa, and one in Istanbul, to cover Europe and
Central Asia, and the Middle East and North Africa. In addition, three Washington-based credit officers will
be providing credit support for Europe and Central Asia, and the Middle East and North Africa. The
Johannesburg-based credit team will be strengthened to three to four credit officers in FY10. In addition, six
Special Operations officers will be moved to the field to cover the southern cone of South America, the
Middle East and North Africa, Southern Europe and Central Asia, and South and East Asia.

i nc

1.40 Strengtheningl FC6s Credit Ri.sKFRatsi ngqnt 8y aataé mQGuhiehdi t F
is used for rating al/l o f, is Beirg@@dymdedrwehvihe suppatt ofuwiside f o | |

specialized consultants. The objective is to improve its granularity and provide for a broader range of sector

and product templ ates that better reflect the

evo
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1.41 International Financial Reporting Standards. In coordination with the World Bank, IFC is
tentatively planning for transition to International Financial Reporting Standards (IFRS) in FY12. The plan
will be reconfirmed once the new Controller and the project sponsor have validated the project plan and the
timeline. The precise timetable for the transition is expected to be re-set by the end of Q4 FYQ9 in prior
consultation with the World Bank Gr o u p 6 s  C haliO#icer arfd thenAaudit Committee of the Board.

1.42  Streamlining Business Processes. As a result of the latest staff survey, IFC initiated a business
process improvement initiative (BPI, see Annex I) to improve productivity and responsiveness and enhance
client and staff satisfaction. In conjunction with this initiative, risk-based criteria have been established to
strengthen internal controls and operational procedures in order to promote more accountability

1.43 Integrating Capital Considerations and Operational Strategies. Given the current financial crisis
and the emerging capital constraints on IFC financials, it is paramount that investment departments place
more emphasis on capital requirements for their strategic initiatives. The new Integrated Risk Management
Department is in the process of developing a program to educate the investment departments on Risk
Adjusted Return on Capital (RAROC) and Economic Capital in order to disseminate a culture change
whereby capital considerations become a key focus for strategic decisions.

1.44  Information Technology: As IFC responds to changes in markets and growth, the judicious and
creative application of information technology (IT), both hardware and operational tools, is essential to its
success. Improving effective communication methods between field offices, along with IT infrastructure
changes to support more efficient and effective document processing and management, are also important.
As IFC continues to move its operations closer to its clients, IT capabilities will be essential to ensuring that
the Corporationdés gl obal expertise is available
demand more rigorous risk management, which can only be achieved through more sophisticated and robust
business intelligence capabilities. All of this will require a different approach to developing and deploying IT
assets. Steps taken to date include: (i) improvement in the reliability and performance of the core operational
workflow application, especially in remote field areas with difficult connections to corporate networks; (ii)
several improvements to the underlying software architecture to facilitate alternative decision making
processes and enforce operational accountability in regions where there is delegated authority; (iii) the
communication networks themselves are methodically being redesigned and redeployed to facilitate country
office to country office communications by linking them directly through a virtual web rather than the
traditional approach of having all communication links flow to headquarters in a hub-and-spoke model,
allowing more reliable communications among the many field-based specialist staff at substantially reduced
cost; and (iv) continual discussions are underway with other members of the World Bank Group to identify
areas in which combined efforts wild.l l ead to gr e
operations. For example, IFC is an integral part of the new Office of Information Security. IFC is also
exploring options for IT service delivery responsibility that include expanding the cross-servicing provided
by Information Solutions Group.

145 The Cor p o furction hasnbégun itsl fotus on building Corporate-wide platforms based on
commercially available software implemented through outsourcing partners, rather than its traditional
approach of building customized applications focused on individual departments. Some smaller, department-
specific systems will still be required, but they will be pursued on an exception basis rather than as a rule.

This revised operating model is designed to mitigate operational and technological risk across several
categories. Commercial software benefits from substantial ongoing vendor investment to enhance
functionality, improve security and leverage new technology, which greatly extend the useful life of IT
investments. Widely deployed software has a larger pool of skilled resources available in the market,

| owering the Corporationd6s reliance on a single
virtuous cycle that will improve the responsiveness of IT to dynamic business requirements.
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1.46 Increased Emphasis on Operational Risk Management: As IFC decentralizes, along with the
increasing delegation of approval and with the current financial crisis which also increases the risk of impact

to I'FC from failures in clientsd eipaninaeasedaeaddor
focus on operational risk. Ri sk and Contr ol Self Assessments

processes. In light of the current environment, options are being considered for an accelerated roll out of the
methodologyacr oss al | o f . Th&FRCTSAs wilkbe arecypringexereise with the progressive

development of capacity by the business process owners to conduct RCSA themselves.

r
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1.47  The increased involvement of local and second tier clients in line withthe IFC6s str ategy,

leading to greater demand for operational risk management support. More detailed scrutiny is required to
ensure appropriate risk management processes and insurance policies are in place for projects. To enable

more consistentunderstan di ng and consi deration of a clientds «L

procedure was launched in September 2008 with a process for monitoring its implementation. Going
forward, it is expected that the process will move towards a compliance-driven model which will also
facilitate a more structured approach to the consideration of reputational issues. IFC is reviewing processes
to improve the support through the introduction of risk-based processes to enable the allocation of expert
resources to the more critical areas as well as developing capacity within the field offices in these areas.

THE FIVE PILLARS

Pillar 1: Strengthening the focus on frontier markets (IDA countries, fragile and conflict-affected
situations, and frontier regions in middle income countries).

1.48 IDA Countries and Frontier Regions. IFC has placed the poorest countries at the top of its agenda,
and this led to investments of $3.5 billion in IDA countries in FY08, accounting for 45% of all projects. IFC
has set itself an ambitious target of 50% of projects being in these poorest markets by FY11. In addition, IFC
mobilized $225 million from 18 commercial banking partners through ten syndicated loans in three IDA
countries (Indonesia, Vietnam and Yemen) and in three frontier regions of non-IDA countries (Brazil, Russia
and Ukraine). During the first half of FY09, 51% of the total number of projects committed was in IDA
countries and 8% was in frontier regions.

1.49 Progress in Sub-Saharan Africa. Sub-Saharan Africa escaped the immediate contagion from the
global financial crisis, but is increasingly being impacted by the ensuing global recession. Lower commodity
prices for Africabds exports have <cut gr owt h
remains less affected than many regions. IFC has a particular focus on Sub-Saharan Africa, where its
investments reached almost $1.4 billion in 55 projects (89% of which was in IDA countries) in the last fiscal
yeari more than tripling the level in FY03. IFC aims to expand still further its reach on the continent this
year and beyond. During the first half of FY09, IFC committed $671 million in 46 projects, of which 96%
was in IDA countries.

1.49.1 Expanding Trade Finance. Responding to the sharp pullback in trade finance to Sub-Saharan Africa
due to the current crisis, IFC has accelerated its trade finance program, with $360 million committed to 26
banks in the first half of FY09. IFC has also expanded advisory services to participating banks, a key element
of the program (see paragraph 1.88 on Trade Finance).

1.49.2 Increasing Country Coverage. In FY08, IFC invested in 25 countries, up from 18 the year before.
The first half of FY09 saw investments in 20 countries, with 27 estimated for the full fiscal year. In addition
to the focus on IDA countries in the region, IFC continues to focus on new investment activity in smaller,
more challenging investment environments.

1.49.3 Filling Gaps with InfraVentures facility. IFC launched the InfraVentures facility to address a major
gap in infrastructure in Africad the need for seed capital to bring innovative private projects to fruition.

eV ¢
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InfraVentures began its investments in FY08 with an early equity investment in a geothermal power project
in Djibouti, and is proceeding now with a project for another renewable energy project to capture naturally
released methane from Lake Kivu in Rwanda to generate electricity.

1.49.4 Improving Access to Finance. IFC continues to focus on a more systematic approach to expand
access to finance for SMEs. The Africa MSME program expanded to cover nine banks, with new programs
in Malawi and Nigeria. IFC helped establish new commercial microfinance banks, particularly important in
fragile and conflict-affected situations, in Democratic Republic of Congo and Liberia, with other
microfinance banks also supported in Cameroon, Ghana, Madagascar and Tanzania. IFC also supported the
regional expansion of pioneering SME risk capital fund (Grofin), and a second line of credit for women
entrepreneurs in Nigeria.

1.49.5 Consolidating Advisory Services. Advisory services are critical to | FCo0s i mpact

supporting the strategic focus on investment climate reform, expanding the impact of SME finance programs,
and helping IFC proactively develop new investments. The Private Enterprise Partnership for Africa (PEP-
Africa) passed the midpoint of its first five-year term with exceptional growth and mobilization of partner
funding. PEP-Africa will focus on expanding its management structure to better suit a large and
decentralized advisory services program, before resuming modest expansion planned in its next five-year
term. This strategy will be presented to the Board in the second half of FY09.

1.49.6 Conflict-Affected Situations in Sub-Saharan Africa. IFC launched the Conflict-Affected States in
Africa (CASA) program in Africa to provide an umbrella and coordinated approach to IFC Advisory
Services in fragile and conflict-affected situations (FCS). Initially focusing on Central African Republic,
Democratic Republic of Congo, Liberia and Sierra Leone, the CASA program has brought a strategic focus
integrating advisory programs into coherent country programs, mobilized additional partner funding, and is
placing AS managers in each office (see Box 3). These advisory services programs work to support and
expand the impact of IFC investments in key areas, especially in terms of providing complementary
corporate advice and financial markets services to firms and banks

1.49.7 Supporting Investment Climate Reform. IFC continues to provide advisory support to Sub-Saharan
Africadés | eading reformers, hel pi ng Bur krafonmars
from the Doing Business Report. Overall, IFC advisory services assisted 10 countries in implementing
reforms acknowledged by improvements in the Doing Business Indicators, and expanded to a total of 12
countries with programmatic reform programs.
Services on investment climate reform over the past year.

1.49.8 Decentralizing Operations. Decentralization of operations in Sub-Saharan Africa is continuing and
IFC has expanded its field office presence with an advisory program office in Sierra Leone and new
representative offices in Central African Republic and Ethiopia.

1.50 Progress in Middle East and North Africa (MENA). IFC continues to maintain its increased level
of investment and advisory services operations in the MENA region. The volume of annual investment
commitments in MENA grew from $315 million in FY05 to $1.4 billion in FY08. IFC expects the
investment volume to stay around at this level in the coming few years, considering the slowing down of
overall investment activities in the region. During the first half of FY09, IFC committed $460 million in 20
projects.

1.50.1 Investment Activities in IDA Countries. I n FYOS8, about 18% of |
in three IDA countries T Afghanistan, Pakistan and Yemen. In FY09, IFC expects to commit a similar level

Faso

36

FCob6s

of investments in IDA countries. During the first half of FYQ9, 16% of | FCb6bs projects

countries.
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1.50.2 South-South Investment Activity. IFC has been playing a key role in catalyzing South-South
investments within the region and also to Asia and Sub-Saharan Africa. The pace of Gulf Cooperation
Council (GCC) countries sponsors' investments in non-GCC countries seems to have slowed down this year
because of crisis, but IFC continues to support such projects in the infrastructure and health and education
sectors.

1.50.3 Islamic Finance. An | sl ami¢c Finance working group
investment activities in Sharia-compliant projects in the region and globally. The working group, chaired by
a member of IFC Management, has spearheaded the development of a Sharia-c o mp |l i ant ve
standard deal terms. The working group is working on issuing a series of Sukuk (Islamic Finance bonds) on a
revolving basis, starting with a pioneer Sukuk issue in 2009 which will be listed on stock exchanges in the
MENA region.

1.50.4 Advisory Services. PEP-MENA is providing advisory services to IDA countries particularly in
improving the business environment and in providing support to the underserved such as SMEs and rural
enterprises by facilitating access to finance and skills. Examples are: (i) Afghanistand advisory work on
leasing regulations; strengthening practical business skills of entrepreneurs and small businesses through the
introduction of Business Edge; (ii) Pakistani strengthening the business enabling environment through
alternative dispute resolution and corporate governance; building capacity of financial intermediaries for
housing finance; providing access to finance to MSMEs; and strengthening the management skills of
Pakistani SMEs using Business Edge; and (iii) Yemend undertaking policy reform projects in three areas:
business start-up procedures, tax administration and mining policy; promoting leasing as a means to increase
access to finance for MSMEs.

1.51 Fragile and Conflict-Affected Situations. IFC continues to expand cautiously its advisory and
investment activities in fragile and conflict-affected situations (FCS). Supporting private sector development
in these countries requires heightened risk assessment, informed by presence on the ground or strong local
networks; utilization of proven products and servicesd but with adaptations in approach and implementation
to suit the particular cased and strong partnerships with the World Bank and other development agencies.

1.51.1 Expanding the FCS Focus. IFC investments in FCS have grown significantly since 2006, reaching
over $600 million in FYOS8, accounting for ov
projects. | F C dvisoryaervices projects in FCS also have grown (see paragraph 1.29).

1.51.2 Assessment and Strategy Formulation. IFC undertook an assessment of advisory services programs
in FCS in FY08, and a comparable assessment of investment operations in FY09, with a view to informing
an overall strategy and approach in these challenging environments. IFC participates in the World Bank
Group FCS Thematic Group, whose analysis also helps inform the emerging strategy and approach.

BOX3Y | L DI [ L D$ WYRK NGRAGO EDANIONFLICAFFECTED SITUATIONS
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Central Afri@an Republic IFC established a representative office in Bangui, initially staffed by a representative.

Democratic Republic of Congo (DR&/ith one of the first offices established under the Africa Post Conflict Initiative, the
program is now operatig in high gear. Pr€redit Bank, established with IFC support in 2005, has now become one of the I¢
banks in the country, with approximately twhirds of all deposit accounts. IFC invested in a second microfinance bank, con
to invest selectivel in the mining sector, and is piloting the first MSME access to credit program with a local bank.
Liberia.LC/ Q&4 ! RA&A2NE t NRINI Y KSEtLISR [AO0SNAI A YLI DyisyyRiisines
indicators. IFC helped establishyaA ONR2 FAY I yOS o6l y 13X FtYyR FAYlIYyOSR G(GKS NBa
growth sectors.

Sierra LeonelFC expanded trade finance operations in FY08 and FY09 with three banks. The Reform of Administrative B
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arriers to

administration.

Investment advisgr program helped the country achieve significant reforms in starting a business and simplifyiTg tax
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Afghanistan IFC is keen to expand its Afghanistan program and has already made significant progress in the last two yegars, such
as an equy investmentin a hospital in Afghanistan, the first investment in this sector. IFC is working on a number of investments

and advisory servigprojects, results of which will be more visible in the next one to two years. Continued close collabgration

witKk GKS 22NIR .Fy{l A& I ONRGAOIFET O2YLRYySy( 22fe bt@riatbaal skafi,NI G S3
based in Kabul. IFC is currently in advartbedstages of hiring a futime country officer for Afghanistan.
Irag. The primaryfocus of IFC's program is on support to the financial sector including trade finance, the construction sector, and
SMEs. As the security situation stabilizes, IFC anticipates strong demand in investmthetsaal sectoy including building
materials, &ad in infrastructure. IFC will also play a key role in mobilizing SBothh capital flows for investments in Iraq. The
focus of the advisory services activities will be to support the development of the financial sector, provide assistamgmfong
the framework for attractingoreign direct investmentsand in promoting publiprivate partnerships.

Lebanodb L C/ Q& Fehdadirg indébghtnShasNaBen on reconstruction and Paris Il reform implementation supgort. In
FYO08, emphasis moved towargroviding technical assistance focusing on {targ reforms, removal of obstacles for growth of
MSMEs, and to encourage pubfidvate partnerships and privatizations. IFC is targeting investments in the financial $ector
(particularly trade and MSME®@nd in the retail and manufacturing sectors, especially companies seeking regional growth.
Bangladesh, Nepal and Sri LankE&C has increased its staffing and expanded its operations in these couBamegadesh is IFC's
single largest advisory servicgsogram (through South Asia Enterprise Development FacilityBamgjladesh Investment Climate
Fund. In FY09, IFC made a major infrastructure investment and has a amdggowing advisory services program in Nepal.
West Bank and Gaza L C/ Q& tdpylaNINSWest Bank &bl Gaza is to increase its activities while restructuring poftfolio

Ot ASyidad LC/Qa aiGNriS3ae F20dzaSa LINAYINARfE& 2y &dzlJJ2 NIeAly3d t |
namely in the areas of (i) housingj) (easing; (iii) trade finance; (iv) microfinance; and (v) student loans. IFC will also stipport
selective investments in infrastructure, telecommunications, and expoented manufacturing. In FY08, IFC committed two
projects (trade finance and studefdans) in the West Bank and Gaza for a total of $16 million. In FY09 IFC has thus far committed
$44 million in two projects (telecommunicatiet YR o+ y1Ay30® LC/ Q& | ROA&Z2NE LINBINI Y
addition, new initiatives are in theipeline that will focus on the olive oil, banking, and housing finance sectors.
Georgia.As part of a postonflict response coordinated by the World Bank and the European Community, IFC participated in the
needs assessment of the financial sector togetwé¢h EBRD and pledged $350 million in support to the Georgian private sector
(through CY2010). IFC's priorities include support to SMEs, the banking sector, and infrastructure. Within a few moaths of th
conflict, IFC had already committed $165 millioninvestmentsto support the stability of the banking sector and access to
finance and to support business infrastructure, and additional support to the banking sector is anticipated in FY09.
Tajikistan, Uzbekistan and Kosovil-C increased its advisory aindestment services coverage, focusing on microfinance and the
business enabling environment. In FY08, IFC investments in Tajikistan and Kosovo surpassed previous years, four |projects in
Tajikistan and two in Kosovo.
Haiti. While IFC does not have any spie postconflict initiative in Haiti, it has significantly ramped up its activities in the past

G2 @SINRIZ AYyOfdzZRAYy3I (GKS 2LISyAy3 2F |y 2FFAOS YIyl3ASRAn|oe (K
four key areas: access finance (microfinance, trade finance, SME finance, and credit bureau), infrastructure, textiles, and
investment climate. Currently, IFC has two active advisory mandates in infrastructure (airport and telecom), and is iadaet [to
a $18 million commitmenin power generation. IFC is also in the process of providing advisory services in the textile sector| (Better
Works and Business Edge), investment promotion and generation, industrial space/economic zones, Doing Business feform. In
addition, IFC is prepamna joint World Bank/IFC Country Assistance Strategy.

Pillar 2: Building and maintaining long-term client relationships with firms in developing countries,
using the full range of | FCbds pr ebdrdecgrawthand ser vi c

152 | FCdlsi ent s particularly value | FCb6s ability t
changing market environments, and to offer them an evolving menu of investment and advisory services to

meet their changing needs. In the current crisis situation, IFC is focusing its resources on proactively

working with existing clients to assess vulnerabilities and exposures to risk for them and for IFC, while at the

same time pursuing business opportunities with new clients. IFC aims to enhance the development impact of

its investments, provide greater additionality by being closer to its clients through decentralization, and build

long-term relationships through the use investment and advisory services products such as B-Loan programs,

Linkages and corporate governance advisory services.

1.53  South-South Investments. Promoting South-South investments continues to be a priority for IFC as
they facilitate the transfer of knowledge and expertise between developing countries and assist the investing
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company become more sophisticated as it grows. There is a nascent initiative to identify potential
clients/prospects in China, India and the MENA region for South-South investments in Sub-Saharan Africa.
In the first half of FY09, IFC committed $488 million in 15 South-South projects.

1.54 Working with Other Financial Institutions. IFC nurtures relationships with other public and
private financial institutions in order to enhance its ability to deliver on its development mandate. Through
its B Loan program, IFC provides comfort to banks as they approach more difficult and riskier markets.
Through promoting adoption of the Equator Principles and by working with emerging markets financial
institutions on corporate governance and sustainability finance, IFC assists them in becoming leaders in their
markets and improve the business environment for investors and companies.

BOX4: BRAZIIg LONGTERM PARTNERSHIP WBRANCO ITAU

One of the commercial bank lenders participating in IFC's $500 million syndicated loah foRl Y a5a . Iy 1 A
a bank that once borrowed from IFC but is now working with IFC to lend to otlrethe early 2000s, when internation
investors were reluctant to lend to Brazilian companies, IFC loans provided working capBahfar ItallFC also helped Bang
LGFrg 6SIGKSNJI NJ T A-02Qvith aB25¢ miliod kaldd finaBding faclity, fokowed Bynas$100 million credit lin
March 2002 for odending to middle market companies for infrastructinedated actvites b 2 6 2y S 2 F NI T 7
owned banks, Banco Ital has taken a lead role in working with IFC over the past year to arrange over $600 million
syndicated loans to smaller Brazilian institutions Banco Daycoval, BancafdtBancoSofisa. These smaller Brazilian banks |
a broad base of retail deposits which makes them dependent on wholesale markets for funding and thus vulnerable to a d
in credit markets. They primarily serve SMEs with few alternatives for financingisinvay, IFC lending is providing count
cyclical support for the economy in Brazil and other midd@mme countries.
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1.55 Corporate Advice. IFC has formed a new department, Corporate Advice, which weaves together
services provided to companies, with the goals of maximizing development impact, reaching SMEs and
enhancing investment flows to emerging markets. These services are delivered through four products areas:
(i) Linkages; (ii) Corporate Governance Forum and Corporate Governance Unit; (iii) HIV/AIDS and other
diseases; and (iv) IFC Business Edge and IFC SME Toolkit, and by the | F Oégisnal advisory facilities.

BOX5: CORPORATE ADVICE PBOTS

Linkages.Linkages programs promote the creation and development of business opportufutiégcal small businesses as supplié
F'YRK2NJ RAAGNROdzI2NAR 2F 3J22Ra FyR &ASNBAOSA G2 I NBS ieprésbril
partnerships among large IFC investment clients, SMEs and rural communisagngthen the competitiveness of local entrepreneu
The majority of such partnerships aim to: (i) integrate local SMEs into supply chains of large comf@réeable farmers to improve
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standards to align with global practices for enhanced foodtgaé®d security, and (iii) improve connectivity for rural areas through

telecommunication distribution network channels run by local entrepreneurs. The focus of many programs is on IDA couht|
frontier regions, where SME growth is essential for drepemployment

Corporate Governance Forum and Corporate Governance (CG) Thet @rporate GovernanceForum is a multdonor trust fund facility

that aims to strengthen the investment framework, create awareness, visibility and acceptance for goodagoeepractices. The

Forum is actively engaged in pioneering work towards creating a knowledge pool of governance leaders, which is becorniagyp
NEt SOyl Ay GKS FTAYLFLYOALt ONREAAADP hyS 27F daklSeadéistpTNinid Risauko
Toolkit. The CG Unit conducts corporate governance due diligence on investment clients tc¢dopaate governanceisk and take
advantage of opportunities to adebrporate governancealue to investment operationsandl f & 2 & dzLJLJ2 NIl &4  {i-BaSed
advisory services projects.

HIV/AIDS and other disease#~Cassistedclientsin mitigation plans against diseasésuch as HIV/AIDS, TB, malaria, other infecti
diseases, nowommunicable diseases or otherthé G K A &d&dzS5a 2F AYLRNIKRKOS @R &St xSWh&
operations.Through enhanced knowledge management and communication, the probsanhelped INE Y2 1S L C/ Qa (
field of developmental health by captuayg, preserving, disseminating and sharing tools developed and the global knowledge ag
through programmatic presence and experienthe program currently focuses on S8aharan Africa and South Asia

IFC SME Toolkit and IFC Business BEdgd. C hd@ditraimingXools help SMEs improve their business management skills, become
O2YLISGAGAGST FyR 3LAYy 00Saa G2 FAYyIryOSo . dzaixySaa 9 Ri§toos
and products, specially designed itaprove the performance of SMEand isbased on internationastandard curricula tailored to SM
management training needs and adapted to local markets
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1.55.1 Partnerships. In delivering the above services, IFC collaborates with global and local entities to
broaden impact and ensure sustainability of its engagements. For example, IFC collaborates with IBM and
local banks such as ICICI in India and other partners to scale up its training tools - SME Toolkit and
Business Edge. Il n c ol | dylsahcoland inernational Business Headery Forung
IFC has set up Linkages Business Roundtable to facilitate the sharing of knowledge and implementation
models of business linkages among corporates. IFC is also working with the World Business Council for
Sustainable Development on an impact measurement framework, and collaborating with corporations
(Exxon, Billiton, Newmont, etc) in developing Business Linkages Practice Notes. Through the CG Forum,
IFC together with the Latin American Corporate Governance Roundtable (LACGR), an OECD-supported
program, helped launched the Companies Circle which brings together Latin American companies, including
IFC clients, to share with each other and the public best practices and experiences in putting principles of
good corporate governance into practice, and to provide private sector input into the work of LACGR. In
partnership with Thompson Reuters Foundation, IFC, through the CG Forum, designed and developed media
training program to assist financial journalists enhance their skills in reporting on news related to corporate
governance. In FYO08, about 30 development finance institutions joined IFC to sign the Corporate
Governance Approach Statement to promote sustainable investments.

1.55.2 Achievements. In FY08, IFC worked on 198 corporate advice projects (152 country-specific) in 64
countries, with total approved funding of $190 million ($126 million country- specific). Of the country-
specific projects, IDA countries account for 33% and 32% of the number of projects and approved funding,
respectively. IFC helped SMEs, including micro-entrepreneurs (see Box 6), win contracts worth over $1
billion with large firms and enabled $711 million in new IFC financing and helped over 200 companies
adopt corporate governance codes. | F CBussness Edge delivered training to 51,000 SMEs/individuals and
distributed/sold over 360,000 training-related materials. Since its inception in 2002, the SME Toolkit has
been translated into 15 languages, available in 29 websites, and reached 7.8 million SMEs. Health programs
reached over 100,000 corporate employees and an estimated outreach of over 600,000 community members.
In the first half of FYQ9, IFC approved a total of 37 projects, of which 15 (41%) were in IDA countries, and
expects, by the end of FYQ9, to help SMEs win contracts worth $200 million with large firms, reach 3.5
million SMEs through the SME Toolkit, and facilitate 250 companies to adopt corporate governance codes.

1.56  Going forward, IFC will focus on the following goals in its corporate advice work: (i) crisis response
for the real sector, in addition to the Corporate Governance Forum and Corporate Governance Unit; (ii)

further strengthen investment and advisoryser vi ces 6 al i gnment andlandloler gi e

corporate advisory services; (iii) increase reach in IDA countries and Base of the Pyramid to maximize
development impact; (iv) build innovative supplier and distributor access to finance models for SMEs; and
(v) create analytical and measurement tools for water footprint and impact measurement for companies.
Many activities relating to these goals have already started in FY09. In pursuing these goals, IFC will focus
on: (i) product development/ innovation (e.g. farm forestry, corporate governance assessments, Board
Leadership Resources Kit relating to financial sector crisis response); (ii) further collaboration with existing
and new external partners and companies; (iii) sharing knowledge and developing synergies with World
Bank/IFC partners in work such as food standards, mobile banking and water.

BOX6: ZAIN, MADAGASCARSIVING BASE OF THERAMID ACCESS TOEHHONE SERVICES BEPOND

IFC and Zain, a leading mobile telephone provider in Africa, jointly developedge\Rlhone Program in Madagascar to extend
telephone services to the underserved rural areas. In the first four months of this program more than 1,000 MSMEs have been

created providing access to telephone services to more than 750,000 BOP customers. Theopgbgram, entrepreneurs are

provided basic business and technical skills teselh airtime in their respective communities providing income of approximately

$25 per month enough to provide food for their family and pay children's school fees. Thggam is also piloting a valaslded
service that provides market information to small scale farmers to improve their margins
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Pillar 3: Addressing climate change, and ensuring environmental and social sustainability

1.57 IFC continues to promote environmental and social sustainability (E&S) by applying environmental
and social risk management policies and standards, providing advisory services that aim to bring business
solutions to sustainability challenges faced by companies and markets, and expanding the network of global
partners and users of the E&S standards. In responding to the global crisis and taking a longer-term
perspective, IFC is refining the focus of its advisory engagements in three areas: addressing climate change,
leveraging labor and social capital, and preventing biodiversity loss.

Focus Areas in Corporate and Sector Strategies

1.58 Climate Change. IFC continues to be an active collaborator with the World Bank in this area,
including in developing the overall World Bank Group approach to climate change. The paper Development
and Climate Change—a Strategic Framework for the World Bank Group® was jointly signed by IFC and
endorsedby t he Devel opment Committee in October
strategic pillar, and IFC's strategic approach to climate change (which is consistent with this WBG
framework), were endorsed by the Board in April 2008.

1.58.1 Renewable Energy (RE)/Energy Efficiency (EE) investments. In FY08, IFC invested $906 million in
RE/EE projects, nearly doubling its FY07 investment in RE and EE projects of $477 million. Mid-year FY09
RE/EE investment estimates total $538 million. IFC is projecting that it will meet the target set last year of
doubling to tripling its RE/EE volumes over the FY09-11 period compared to the $1.1 billion invested in
FY05-07.

1.58.2 Technology and Market Development. Complementary to these commercial investments, IFC is
leveraging support from bilateral donors and the Global Environment Facility (GEF), including through the
IFC/GEF Earth Fund, for integrated investment-advisory programs and market development initiatives. IFC
continues to collaborate with the World Bank on proposals for accelerating new clean energy technology,
particularly in the Clean Technology Fund (CTF), which aims to scale up low-carbon technologies with
significant potential for long-term greenhouse gas emissions. CTF is now operational. The first country
investment plans have been approved for Mexico, Turkey and Egypt, and IFC projects are being developed
in all three countries. Several other countries are expected to seek access to CTF funds in the near future, and
IFC will continue to seek investment opportunities as countries sign on. In addition, IFC is in discussion with
the largest pension funds to explore leveraging their significant long-term financing flows for climate-
friendly investment in emerging markets.

1.58.3 Cleaner Production. These project-level advisory programs identify measures to improve industrial
processes and reduce inputs of energy, water and raw materials by conducting an audit of existing operations
or a feasibility study. Resulting recommendations can be funded through the Cleaner Production Lending
Pilot with a simplified approval procedure.

1.58.4 Carbon Finance. | Eathénsfinance strategy positions IFC as a key facilitator for developing
country projects to access the carbon market. The focus is presently on structuring on-balance sheet financial
products, including the flagship Carbon Delivery Guarantee (CDG), and related structured products. IFC
plans to offer carbon finance-related advisory services, primarily to municipalities and domestic banks, and
building capacity for the wholesaling of carbon finance products in a post-2012 world. IFC& two carbon
facilities in partnership with the Dutch Government are now closed to new projects and the portfolio of $135
million covering 40 projects in seven countries is under supervision.

® DC2008-0009

2008
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1.58.5 Analysis and Tools. Consistent with the approach described in the paper Development and Climate
Change — a Strategic Framework for the World Bank Group, IFC has developed a methodology based on
international best practice to quantify green house gas (GHG) emissions in real sector projects. In order to
strengthen IFC& knowledge base and capacity, and to inform its dialogue with its private sector clients on
climate-related business opportunities and risks, IFC staff has begun applying this methodology to new real
sector projects since February 1, 2009. In addition, as a basis for developing risk assessment tools and
potential advisory services and financial products, two pilot studies on adaptation are in advanced stages and
up to three more will be initiated this fiscal year, with particular emphasis on IFC investments in the Sub-
Saharan Africa region.

1.58.6 Water. Increasing global water scarcity is an important adaptation issue, and IFC is responding with a
multi-pronged strategy to scale-up impact on water markets through market reach, improvement of operating
efficiencies of water utilities as well as clients in agriculture and power, leveraging its presence in
manufacturing and by targeting sanitation services. Building on its success in sustainable energy, IFC is
starting three activities: (i) efficiency standards benchmarking within the Global Water Footprint Initiative in
partnership with key international companies; (ii) cost-effectiveness analysis of policy and investment
alternatives for addressing water scarcity (launched with McKinsey and a consortium of leading corporations
and to be used also by the World Bank); and (iii) creation of WaterNet, a knowledge practice group across
| FC6s investmentesand advisory business

1.59 Extractive Industries. Sharply lower commodity prices are likely to have a large impact on
resource-producing countries and extractive industry companies. Tax revenues will be much lower than
expected and governments will face increased competition for investment spending. Companies are going to
reduce spending on exploration and development, including cancelling and postponing even some of the
largest projects. Even for projects whose long term competitiveness is sound in a lower price environment,
raising appropriate finance may be difficult. IFC has a strong role to play in ensuring projects that are vital
for some of the poorest countries can proceed, and will deliver sustainable benefits at the community and the
national levels. It will do this through careful assessment and mitigation of environmental and social impacts,
programs that link local businesses with these projects and, in association with the World Bank, address
governance 1issues and ri sks. | FCbs activities in
Extractive Industries Review.

1.60 In FYO08, IFC committed over $1 billion in 31 projects, of which 28% were in IDA countries and

25% were in frontier regions, and mobilized $480 million through syndications. About one-third of all new
extractives investments have an advisory component. | n 200 7, | FCb6s client compa
in revenue to national and local governments, generated 119,000 direct and indirect jobs, spent $115 million

on community development programs and purchased $7 billion in local goods and services domestically.

During the first half of FY09, IFC committed $228 million in eight projects, of which three were in IDA

countries.

1.60.1 Focus on Governance. IFC works in partnership with the World Bank to addresses the challenge of
carefully addressing the governance risks to the expected benefits of its investment projects, through the
support of global initiatives such as the Extractive Industries Transparency Initiative (EITI) and the World
Bankds new approach to addressing issues in the
addition, IFC requires its investment projects to disclose payments to governments and revised its
requirements to ensure more clarity and consistency in reporting. In a number of countries, IFC is directly
supporting the enhancement of disclosure and capacity building at the local government level.

rn

1.60.2 Helping Smaller Companies. I n the <current i nvest ment cl i me
through equity, combined with its ability to provide advice and assistance in key areas such as environmental
and social performance, is especially important to smaller companies whose access to funding has been
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constrained. These companies, particularly in the mining sector, are often key to the exploration and early
project appraisal that provides a stream of projects for development.

1.60.3 Implementation Progress Report. Following the fourth meeting of the World Bank Group Extractive
Industries Advisory Group in December 2008, IFC circulated its fourth implementation progress report to the
Board in February 20009.

1.61 Leveraging Labor and Social Capital. IFC advises clients on how to improve efficiency and gain
access to new business opportunities by leveraging employees and reaching out to local communities and the
underserved (such as women).

1.61.1 Competitiveness through Labor Standards. In 2007, IFC and the International Labor Organization
(ILO) launched the Better Work Program to improve competitiveness through labor standards in global
supply chains. Piloted in the apparel industry in Haiti, Jordan and Vietnam, the program assesses and trains
suppliers on national labor law and core ILO labor standards and builds cooperation between governments,
employers and worker organizations, and international buyers. To date, almost 800,000 workers across about
800 factories are expected to benefit from better working conditions and safer jobs.

1.61.2 Community Investment Strategy Advice. IFC provides advice to companies on how to effectively
manage their relationships with local stakeholders and invest in their long-term development, generating
benefits to business (e.g. risk and reputation management, social license to operate, competitive advantage)
and enhancing the local benefits of private sector investment. IFC's work in this area will be supported by a
global good practice Handbook on Community Investment Strategies, training and capacity building
activities for regional staff and consultants. To date, the community investment portfolio consists of 20
active projects, primarily in the extractives sector in Africa and Latin America, and is expected to expand to
other regions such as South Asia, as well as other sectors such as agribusiness and general manufacturing.
IFC/World Bank Oil, Gas and Mining Sustainable Community Development Fund (CommbDev) works
primarily with the extractive industries to develop and spread good practices and currently implements in
more than 10 countries. Its Information Clearinghouse®, which supports its public learning goods/training
materials, is increasingly used as a resource by stakeholders.

1.61.3 Gender Entrepreneurship Markets. | FCO6s Ge robtmues toRlemorgtrata that it makes
good business sense for IFC to become more responsive to women entrepreneurs. Through investments,
advisory services and policy wor k, I FC is working

to ensure higher production and profits of women entrepreneurs. IFC hosts the Secretariat of the Global
Banking Alliance for Women (GBA), a coalition of financial institutions that have successfully leveraged
this underserved market for profit and social good. In Sub-Saharan Africa, IFC committed $49 million to
institutions in several countries for on-lending to women entrepreneurs, trained over 800 women in business
skills, contributed to the re-drafting of laws in Kenya and Uganda, and worked with clients in the mining
industry and agribusiness to implement gender-inclusive strategies. IFC is now expanding this approach to
the Middle East and South Asia.

1.62 Preventing Biodiversity Loss. | FC6s work in preventing biodi
pressures and negative impacts on remaining habitats. IFC is working with the industries that have the largest
impact on biodiversity, where operating areas overlap with areas of high conservation value. The point of
leverage for IFC is to work with multi-stakeholder initiatives to develop realistic, market-driven systems of
standards that can be implemented easily by industry actors, including IFC clients, in order to reduce their
risk and provide tangible business and biodiversity benefits. IFC is testing a variety of financial mechanisms

® Online at http://www.commdev.org
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to provide financial incentives and advisory services, supporting private sector initiatives to transform
markets and generate global environmental benefits in a sustainable manner in the developing world. IFC
manages several pools of donor funds. These funds aim to overcome market barriers to environmentally
friendly practices, such as prohibitively high technology costs for early market entrants, or perceived risks
that are thought to be too large. The program focuses on financial incentives (which will not be needed
eventually) to promote investments (risk sharing, first loss, partial guarantees, interest rate step downs,
performance grants, capital cost buy downs, venture capital) and advisory services to promote market
transformations and knowledge sharing.

Improving Policies and Processes

1.63 Implementation of Performance Standards (PS). In FYQ9, IFC will focus on an internal stock
taking on previous experiences in PS implementation. The exercise will lead to preparation of the Three Year
PS Implementation Report for IFC's Board in early FY10, which will be followed by an independent review
of the PS implementation conducted by IEG, the Office of the Compliance Adviser/Ombudsman and an
external reviewer. The review will contribute to the update of Sustainability Policy and Performance
Standards, scheduled for FY10.

1.64 Environmental, Health and Safety (EHS) Guidelines. The 56 World Bank Group Environmental,
Health and Safety Guidelines (EHS Guidelines) is a technical source of information used during project

appraisal and to support the i mplementation of t he Commor

Guarantees, and the Equator Principles Financial Institutions and are in use by the private sector at large.

1.65 Equator Principles. IFC continues to play a leadership role in providing support for the further
adoption and implementation of the Equator Principles. As of beginning 2009, 63 banks and financial
institutions are using the Equator Principles, catalyzing the swift convergence of standards for cross-border
project finance. 32 export credit agencies of the OECD countries and 15 European Development Finance
Institutions benchmark private sector projects against the Performance Standards, and MIGA adopted the
Performance Standards for its operations. In FY09/10, IFC will focus on building the critical mass of
interested financial institutions and other potential clients and testing various pricing models. It is going to
produce a number of implementation tools that will help interested financial institutions establish effective
systems, allowing them to meet requirements of the Equator Principles.

Pillar 4: Addressing constraints to private sector growth in infrastructure, health, education and food
supply chain.

1.66 Infrastructure. Infrastructure is a critical component of developing countriesd development agenda
both for economic growth and delivery of basic services. Private participation in infrastructure has grown in
importance with developing countries counting heavily on private sector funding. In CY07 alone, almost
$160 billion of private sector commitments in infrastructure went to developing countries, a three-fold
increase over CY028. With the financial crisis, this source of private funding has collapsed, with an estimated
$100 billion worth of projects delayed, cancelled, or facing significant refinancing risk®. Investors are
demanding higher returns for a given level of risk, choosing not to participate or focusing on investing in the
largest emerging markets, with poorer developing countries becoming crowded out. This has resulted in
more sponsors requesting IFCO s a s doiclssé fanamataleplans across all market segments and countries.
In response, IFC, in concert with other IFIs and government donors, is supporting the creation of the

" IFC completed a new version on December 10, 2007.
& World Bank Group, Private Participation in Infrastructure (PP1) Database
® Estimates from ICF Project Team (IFC Infrastructure Department)
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Infrastructure Crisis Facility (ICF)'°, which will act as a substitute for temporarily unavailable commercial

financing. (See also the main FY10-12 Road Map paper).

1.67  Significant financing needs in infrastructure remain in the long-term, with an estimated $21.7 trillion
in infrastructure spending needs forecast over 2008-17 in emerging markets™. IFC has a key role to play in
IDA countries, where the poor are disproportionately affected by the lack of infrastructure, even more so in

economic downturns. A maj ollcontinhertoesfacused dn InfraNedtres,a e f f o r

$100 million project development fund with the objective of bringing more projects to financial close and
implementation (see FY10-12 Road Map, paragraph 3.20.1). While InfraVentures has developed a strong
pipeline of early stage power projects, especially in renewable energy, it will also seek to generate
investments in water, transport and utilities.

1.68 FYO08, IFC committed $2.4 billion in 39 projects, of which 37% were in IDA countries and 10% were
in frontier regions. Sever al of | FCOs pr cignidicant devel@mest impagt,suEhcas
geothermal renewable energy generation companies in Indonesia and Djibouti (InfraVentures), a climate
change and clean technology fund in Africa (Evolution One), and an environment fund in China (Asia
Environment). Last year, IFC client companies provided basic servicesd water, gas, and electricityd to 184
million customers, mostly in underserved areas, and transportation services to 470 million passengers.
During FY08 and first half of FY09, IFC mobilized over $1.9 billion from 38 commercial financial
institutions through syndicated loans (and one $209 million parallel loan by EIB) for a total of 12 IFC-
financed infrastructure projects in ten countries (Argentina, Brazil, Bulgaria, Chile, Costa Rica, Indonesia,
Jordan, Tunisia, Turkey and Vietnam). During the first half of FY09, IFC committed $835 million in 17
projects, of which 24% were in IDA countries. In December 2008, IFC completed a landmark wind project
in Bulgaria (see Box 7).

1.69 In advisory services, IFC is active in 40 countries, and the Infrastructure business line portfolio
totaled $121 million. |l FC6bs activities included 51 prot
affected situations. About 50% of Infrastructure business line expenditures were in IDA countries and 17%

ed t

ects

in conflict-affected situations. From 2002-2 0 0 7 | FCbs advisory services |

investments, $1.7 billion in concession fees and other fiscal benefits for governments and reached 6.4 million
people with improved basic services.

BOX7: AES KAVARNA, WIND®FECT, BULGARIA

The project comprises the construction and operation of a 156MW wind farm in the munigipglitavarna, in the nortkast of
dzf IENRE SAGK Ty SAGAYFGSR 02ad 27F I LILINE Epfojédt iy SHCRthe Eurapea
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coallignite fired generation and nuclear generation. In doing so, the project will displace up to approximately 300,000
carbon emissions per year and help Bulgaria maintain its position as one of the main power expottiersegfion. Due to the
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sector and position the country as an alternative emerging market destination for wind povesstiiments

1.70  Subnational Finance. Now in its third year, the Board-endorsed pilot World Bank-IFC subnational
finance initiative aims to provide and catalyze commercial financing for well-run local governments and
public utilities, and to improve the delivery of infrastructure and other essential services, thus contributing to
private sector growth and poverty reduction. This program has responded to broad client demand by
delivering substantially more financing than in the past. The outstanding portfolio comprises 12 investments

101FC/R2008-0345
1 Morgan Stanley, EM Infrastructure: Just Getting Started (January 2008)



25

for a total of approximately $650 million, with more than $2 billion in mobilized investment for
infrastructure projects in Africa, East Asia, the Middle East and Latin America. In FY08, IFC committed $49
million in two projects and mobilized $21 million through structured and securitized products. Thus far, over
650,000 people have benefited from improved public services (e.g. water, power and transport) as a result of

| FC6s investment s. Recent ¢ o wmsoppdriiheexpansion of thePananthe a 4
Canal (see Box 8: Panama Canal) and a u50 million | oan to
system, which support | FCO6s str at e g-iynpadt iofrasppuctiees e r v e

projects during the ongoing global financial crisis.
BOX8: PANAMA CANAL

IFC committed a 2@ear loan of $300 million to the Panama Canal Authority as part of a $2.3 billion package proviged by
multilateral agencies to support the expansion of the Panama Canal, at a time when commmeoieihfj of that magnitude could
not be mobilized¢ KS LINP2S0OG NBIdzANBa | G201t Ay@gSadaySyid 2F bPpPH oOAft
efficiency. The expansion includes the construction of a new set of locks with -satery bams and improvements tg
navigational channels. The expansion will ensure{eng sustainability and growth of the Canal, which now handles 5% of all
maritime trade The existing Canal currently operates close to capacity and cannot handle the largeremeogy efficient post
Panamax container ships that have become the new industry stantfatde long run, expansion will boost Panamanian GDP|and
the resources government needs to implement its development program. This is critical to the Panamani@mmyegowhich, in
2005, Canal operations generated, either directly or through multiplier effects, some 18.6% of GDP, 41.2% of its expsrt volum
and 28% of its fiscal revenue

1.71 Advisory Services to Governments. In close collaboration with the World Bank, IFC provides
advisory services to governments in structuring and introducing sustainable private participation in
infrastructure and the social sectors. Advisory activity is most concentrated in Sub-Saharan Africa and the
Middle East and North Africa, and is often supported by donors, including the Private Infrastructure in
Development Group (PIDG). Infrastructure plays a crucial role in accelerating economic recovery in time of
crisis. While the current global financial crisis clearly presents a challenge in attracting private investors, it
also makes this type of advisory service more relevant to many governments, as IFC offers its unique
expertise in balancing the demands of investors with public policy considerations. IFC expects to conclude
over 40 assignments in the coming three-year period, focusing particularly on IDA countries, health, and
water sectors, while better integrating the climate change agenda into all of its work.

1.72  One of the recent successful assignments was structuring and implementation of the public-private
partnership for Small Power Utility Group in rural Mindanao, one of the poorest regions in the Philippines.
The project is expected to mobilize $5 million in private investment and provide access to better services for
over 145,000 people. In another assignment, IFC assisted the Government of Albania in implementing the
countryo6s fpublicprivatelpatmerghi in bydrapdwer.

BOX9:! [ . ! bL! Q{ OPOWER | 5w

Ly {SLIiSYdSN Hnny Zgest Setbcilyycbitpany, dan tHeI3%af doncéssiddJto build and operate Ashta
KERNRBLIR2GSNI L I yd Ay 1Ef0lFyAl® ¢KA& Aa GKS O2dzy i NE Q& publicNB G Y I
private partnership (PPP) in the energytseclFC had helped the government draft a new concession law, which was adopted in
early 2007, and helped the Ministry of Economy, Trade, and Energy establish a PPP unit. IFC alakeyasadd in identifying
the site that would take advantage of ety infrastructure and minimize negative environmental and social impacts, involving
local communities through a program of public consultations, and preparing a transaction structure and attracting a strong an
reliable international investorThe projet will bring in more thane166 million offoreign direct investmentso Albania and
AYONBIaS GKS O2dzyiNEB Q& LI26SNJ ISYSNI GA2y OF LI OAlGe o0& Ff|lyzal
2F (KS O02dzy i NB Q& LJ2 Lddringsipi eteytribity iniidBts dbe2egpBSAell t6 Beyoiie® dillion in the first five
years of plant operations.

1.73  Performance-Based Grant Initiative (PBGI). Through PBGI, IFC expects to enhance significantly
access to basic infrastructure and financial services to client groups otherwise beyond the reach of traditional
IFC productsd at least 80% of which in IDA countriesd and to demonstrate the practicality of output-based
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aid approaches and foster adoption of such approaches among other development institutions, which remains
a key objective of the initiative. In the Access to Infrastructure/Global Program for Output-Based Aid, as of
January 2009, IFC had committed $93 million (23 grant agreements), an increase of eight grant agreements
($29 million) since the last Board update in December 2007. As of Jan 2009, the Africa MSME Finance
program, the initial program to receive PBGI funding, has been successful in signing 13 Agreements in 11
countries in Sub-Saharan Africa. Additionally, the initiative has developed a strong pipeline portfolio, for
about $40 million in funding allocations. Most new programs are in Africa (31%), South Asia (26%), East
Asia (17%) and the Middle East and North Africa regions (11%). Microfinance programs represent the
highest concentration of projects (60%), followed by microinsurance (16%), leasing (14%) and low income
housing finance (9%).

1.74 Information and Communications Technology (ICT). Developing countries have enjoyed
unprecedented access to information and communication technology over the last two decades. More than
70% of the four billion people who are connected to mobile telecommunications networks live in developing
countries. ICT is widely recognized as a critical enabler of growth across many sectors of an economy. The
effective use of ICT makes markets more efficient, improves government transparency, fosters locally-driven
innovation and facilitates social inclusion. More than ever, IFC believes that investments in ICT create
economic and social opportunities, particularly in IDA countries, frontier regions and fragile states. A key
challenge is to promote investments in infrastructure that will close the access gap, and scale and replicate
business models that leverage ICT for the delivery of government and business services to the underserved.

1.75 IFC's ICT strategy is focused on three inter-related themes: (i) Access i the ability to access relevant
information on any platform, anywhere, at an affordable price; (ii) Mainstreaming i the effective use of ICT
to improve and expand the delivery of public and private services; and (iii) Innovation 7 the use of ICT to
transform traditional sectors and foster innovation, grassroots entrepreneurship and SME development. IFC
will continue to partner with private and public groups to develop and pilot innovative programs to address
market gaps (see Box 10). IFC provides additionality in this sector through the provision of debt and equity
otherwise unavailable to companies with such risk profiles and from its ability to leverage the policy
capabilities of the World Bank in such areas as PPPs. | F Cstrategy implementation will concentrate on: (i)
improving access to basic services, particularly wireless broadband, through innovative means and PPPs to
lower tariffs, improve service quality and create better coverage, with a focus on IDA countries and through
South-South opportunities; (ii) increasing the availability of advanced technologies and application services
for consumers and businesses; and (iii) supporting the development of value-added services such as mobile-
banking and mobile-commerce, e-Government and IT-enabled industries.

BOX10: ONATEEEXPANDING REACH ADEEEPENING MARKETS

LC/ A& &adzLILR2NIAY3I . dzNOFAFYSNAGTIE2 WK ATOKNEGUA f Xy AKISAE LD R.SdebS £ A2QL
affordable telecom service in the countirAs the global economic downturn dries up financing for companies across
developing world, IFC will be sending a positive signgbrivate investors by purchasing &5Stake in telecom Onatel, an
RSSLISYyAy3 GKS O2dzyiNB Q& SlidzAGeé YIN]Sdia a2 . Th&Onatel IRDNIs @art of
ddzaidr AYSR STT2NIU o6& LC/ naketsish MB pridafieoiiessesShavie moréFfiNandn eptionsOlR
2006 IFC became the first nonresident institution to issue a bond denominated in West African francs, the currency of
Faso and seven neighboring countries, to help developNBe3I A 2y Qa € 201t Odz2NNBy Oé 062y R
lowest telephone penetration rates anywhefey’ (G KS g2NI R® ¢23SGKSNI gA0GK | €1 dp

IFC's equity stake is enabling Onatel to upgrade its fixed and mobile networks and increase connectivity. This inérat
important step towards expanding the availatyilof affordable telecommunications services to the wide population of Bur
Faso, and for supporting the development of local capital markets and broadening the ownership\yeee Burkina Faso'
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1.76  In FY08, IFC committed $366 million in 18 projects, of which 18% were in IDA countries, 17% in
frontier regions and 11% in conflict-affected situations. More than 27% of these investments had an advisory
component. IFC client companies in the IT and media sector have provided 45,000 jobs since 2000 and have
added mobile connections to more than 18 million customers since 1996. During the first half of FY09, IFC
committed $260 million in 13 projects, of which 77% were in IDA countries.

1.77 Health and Education. IFC has increased the scale and scope of its development impact in these
sectors by expanding its investment and advisory services operations and focusing on emerging regional and
global providers and using new and innovative instruments to reach a larger number of smaller entities.
Many countries where IFC operates, especially poorer countries, rely on the private sector to deliver essential
services to complement what the public sector is able to provide. Emerging market governments are seeking
to broadenthepr i vat e sectords role as a way to reach
promote innovation. IFC provides additionality in this sector with risk mitigation for innovative investments
as well as via financial and advisory expertise in new structures, such as student loans and wholesaling. In
the area of student financing (see Box 11) , | FCbs role in structur.i
foundations, and financial institutions is critical, and the potential development impacti giving thousands of
students access to educationi is substantial.

1.78 In FY08, IFC committed $315 million in 20 projects, of which 38% were in IDA countries and 5%
were in frontier regions, and mobilized $49 million through syndications and structured and securitized
products. IFC clients reached 5.5 million patients and 675,000 students and employed 47,000 people in 2007.
IFC advisory services have also helped clients improved their overall operations. FY09 commitments are
expected to reach similar levels.

BOX11: STUDENT LOANS, WB&NK AND GAZA
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In 2008, IFC introduced a student loan program providing loans of up to $10 million to about 8,000 students per yeareist {
Bank and Gaza in partnership withtheyBp 2 F t I f SadGAyS 6.2t0 FYyR GKS tIfSa
assessing the market, bringing all parties together, and designing the loan instrument. BoP originates, funds, and adiiné
loans and manages the overall programFRIBvers financing costs during studies and for up to one year after graduation; al
provides a financial structure to reduce risk. The project will help reduce the financial burden on students and theis,f
create a culture of repaying loans, cdaprovide universities with a stable flow of tuition funds. It will also help guide stud
toward strategic disciplines and careers with the most employment potential, create linkages between local financiabimst
and universities, and help deve@rivate sector alternatives to statgponsored financing schemes.
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1.78.1 Progress on the Health in Africa Initiative. IFC published a report (December 2007), partially funded
by the Bill and Melinda Gates Foundation on private sector health care in Sub-Saharan Africa. The findings
encouraged IFC and its partners to mobilize up to $1 billion over the next five years in investment and
advisory services, including an equity investment fund for health care entrepreneurs (first closing of about
$60 million expected in April 2009, with strong interest in a second closing of another $60 million
thereafter), partnership with local financial institutions to improve access to long-term debt for health care
organizations, and advisory services to build the capacity of local financial intermediaries and health
companies. IFC will also support PPPs for education of healthcare workers and encourage the development
of health insurance companies. To improve the business environment, the World Bank-I1FC team will work
with governments to reform private healthcare regulation, expand PPPs, support country assessments, and
produce a biennial report on the investment climate for health care. Much of this analysis and policy dialogue
work has begun.

1.78.2 Replicating School Financing Facilities. In FY09, IFC continued to develop school financing
facilities similar to those in Ghana and Kenya with a new partnership in Rwanda with the Banque Rwandaise
de Développement. These projects have enormous potential development impact, improving the capacity of
small schools which cater largely to low- and middle-income households, increasing access to education, and
improving the quality of education. The first facility of this type outside Sub-Saharan Africa is also being

a
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explored in Bangladesh and elsewhere. In all cases, the investment facilities are expected to be accompanied
by comprehensive advisory services for the banksd to build capacity to conduct due diligence of educational
institutions and to better process and monitor loans; and for the schoolsd to strengthen their financial and
managerial capacities.

1.78.3 Pursuing Broad Strategic Relationships. IFC is pursuing broad strategic relationships with groups
that are seeking more efficient modes of operation, new areas of specialization, movement across borders,
and innovative means of financing their own operations and those of their clients. These clients are likely to
be hospital groups and higher education institutions and are emerging in Brazil, India, Mexico, Russia, and
the Middle East and North Africa region. IFC will also continue to seek out domestic institutions that aim to
secure a strong position within local markets and have great potential to grow and generate significant
development impact as centers of excellence for their country or region.

BOX12: ACOMEFAMILY HOSPITAL, AFANISTAN

In 2009, IFC committed $4.5 million to the ACOMET Family Hospital in Afghanistan to expand access to health care and medical
training in Kabul, establish quality benchmarks, raise loadstrds of clinical and patient care, and maintain transparent
corporate practices. C/ Q& Ay @S ariskpSsycanflidt gbuntry sénilsah itrong signal to foreign investors that it is posgible

to finance social sector projects in Afghanistan, déspi ( KS OKIff Sy3Ay3 odzaAySaa Sy@iANBYyY
acquire medical equipment to complete the hospital and provide affordable family medicine, cardiology, dermatology, Isborator
YR LIKINYIO8 aASNBAOSa® !/ haA2@ORY FEFNRAAGTEZ MR Y LD SNSPRK KKSS
the rural areas) by filling the gap in the demand for high quality sustainable health care in Kabul. The project wilahelate
the critical shortage of medical workers in the coynby providing high quality internship and training to students from Igcal
public schools, ensuring diversity and gender balance by including women and students from rural areas.

1.79  Agribusiness. Agribusiness is central to reducing hunger and to creating opportunities for poor
people to escape poverty. IFC addresses core needs of populations through the use of a holistic approach to
assist the agriculture value chaind utilizing its investments and advisory services to support the full value

chain fromthe farmt o t he consumer . | FCds activities in thi:
scaling up of | FCbs investments and advisory ser
countries, particularly in Africa; and (iii) integrating advisory services with investments to better serve

clients. Sustainability issues. continue to be at

1.80 IFC continues to increase its scope and scale of development impact in agribusiness by using
wholesaling to reach small and medium sized entrepreneurs through financial intermediaries such as
financial institutions, traders and suppliers. In many countries where IFC operates, the scale of the challenges
facing the private sector is enormous but the opportunities to make a difference are numerous across the
valuechainn To t hi s end, | FCOs s up peparwide atrag of dssistence towaltdaa (@ ¢ h a i
efficient use of water through water-efficient irrigation technologies and practices; (ii) logistics/infrastructure
to enhance access to inputs and markets; (iii) access to finance, particularly for MSMEs and farmers; (iv)
advisory services for food safety and standards; (v) linking smallholders and entrepreneurs to the value
chain; and (vi) knowledge and technology sharing and transfer between players and markets. IFC intends to
continue scaling up its agribusiness operations, particularly in IDA countries, and will continue to use
wholesaling to extend its reach to farmers and downstream MSMEs.

BOX13: REBUILDING THE INGDAY IN LIBERIA

Experience in conflieffected countries indicates that agricultural growth contributes significantly to early economic recqgvery,
particularly in rural areas. In Liberia, IFC has been focusing on financial mankletgribusiness as key sectors to jump start
economic growth following a decade of civil war. After many years of neglect and lack of investment, the Salala|Rubber
Corporation was acquired in 2007 by a group of investors. IFC supported their effors tzkef R G KS O2 YLJ y[@ Qa L
through an accelerated program of planting; they also restored extensive but dilapidated social infrastructure that included
housing, clinics, and schools for the local population. The company is a major source of ammbswcial stability for its 1,600
employees and many local farmers who supply wet rubber to its operations; in all, it supports 30,000 people.
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1.81 In FYO08, IFC committed $762 million in 32 projects, of which 42% were in IDA countries, and 20%
in frontier regions. In 2007, IFC client companies employed 380,000 workers and reached 800,000 farmers
and 100,000 MSMEs. | FCO s samtrease she dewelopraeat rinvpactcot their
investments by setting standards of environment and social sustainability, improving food safety and quality
management systems, or extending the reach of their operations to smaller farmers and SMEs. During the
first half of FYQ9, IFC committed $245 million in eight projects, of which 75% were in IDA countries.
These investments are expected to provide direct employment to 9,000 individuals, reach 42,000 farmers and
close to 200 MSMEs.

Pillar 5: Developing local financial markets through institution building, the use of innovative
financial products and mobilization, focusing on micro, small and medium enterprises.

1.82  Financial market development is critical to reducing poverty and improving lives. Sound and
efficient financial markets can ensure that resources are allocated where they are most productive, creating
jobs and spurring economic growth. IFC has adopted a three-pronged approach to developing financial
markets: (i) working alongside the World Bank to create supportive policy, legal and regulatory frameworks;
(ii) investing and providing advisory services to financial institutions; and (iii) helping build the necessary
financial infrastructure and processes for financial institutions to operate effectively. IFC is also focusing on
the longer-term goal of mitigating climate change. IFC will continue working on products that will help
financial institutions and their clients address climate change, including energy efficiency, renewable energy,
and carbon finance. In FY08, IFC committed $4.6 billion in 154 projects, of which 52% were in IDA
countries and 6% in frontier regions. As of 2007, IFC clients had provided one million SME loans worth $86
billion and seven million microloans worth $7.9 billion. During the first half of FY09, IFC committed $2.2
billion in 139 projects, of which 55% were in IDA countries (see also paragraph 1.92on | FCO6 s
finance advisory services).

1.83  Crisis Response and Strategy Adjustment. The global financial crisis has significantly destabilized
financial markets around the world and has now spread to emerging markets. Cross-border financing has
declined dramatically and many markets have lost access to foreign currency loans and liquidity; foreign
direct investments have almost stopped, and trade flows have decreased substantially. Reduced access to
finance caused by the crisis is leading to continued economic decline, job losses, and thus increasing poverty
in the poorer countries. Under these conditions, IFC has already shifted its focus to support portfolio clients
with trade finance, liquidity, capital, and advisory services aimed at helping them survive this downturn (see
| FC6s Crisis ReRRadnMap). Through & mig of finntidd markets-related advisory
services and investments, IFC will support: (i) microfinance institutions and their borrowersd the most
vulnerable and poor people reached by the financial system; (ii) small and medium enterprises (SMEs) and
their employeesd the key source of jobs in emerging market economies; and (iii) trade flowsi the lifeblood
of the global economy which | F Cciest countries depend on for energy, food and medicine. In addition,
IFC has increased emphasis on distressed debt, as ring-fencing and resolving problem loans are essential to
the preservation of confidence and the restoration of economic growth. IFC can also provide risk mitigation
through guarantees, such as in trade finance; liquidity support through foreign or local currency loans; or
capital through equity investments.

1.84 IFC has also launched several initiatives in immediate response to the crisis. These include the Bank
Recapitalization Fund (see Box 14) and the Microfinance Enhancement Facility (see Box 15) and an increase
in trade finance support (see paragraph 1.88).

1.85 Micro, Small, and Medium Enterprise Finance. IFC continues to focus on reaching micro, small,
and medium enterprises (MSMESs) through investments and advisory services aimed at: (i) encouraging
financial institutions to lend to SMEs; (ii) promoting microfinance scaling-up; (iii) creating greenfield
microfinance institutions to tackle capacity constraints on the ground; (iv) strengthening financial
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infrastructure; and (v) providing advisory services to improve organization, processes, credit assessment,
monitoring capabilities, and information technology.

BOX14: BANK RECAPITALIEAN FUND

Given the unfolding global financial crisis, banks in emerging markets will negitlicand capital support to avert devastating

declines in economic activity that would adversely impact-iogome groups disproportionately. IFC has partnered with the

Japanese government to develop a $5 billion Bank Recapitalization Fund (BRF)anshedpthat banks in developing countrigs

can continue to lend and support economic recovery and job creation through the ongoing crisis. It aims to strengthehatanks t
are critical to the financial systems of developing countries and limit the impdhedfrisis on the real sector. The fund will invest

in banks that, while viable or undergoing major restructuring, are in need of additional capital. IFC is expected td.ibilksh

in the fund over three years, and the Japanese government (throB¢@) will invest an additional $2 billion. An additional |$2
billion is expected to be mobilized from other investors, including other IFls and bilateral agencies, and potentially ciaimmer
investors including sovereign funds. BRF will consist of two timees vehicles: an equity vehicle, in which IFC will invest $775

million, and a subordinated debt vehicle, in which IFC will invest $225 million. The fund is expected to fBakev&Stments in
banks that need additional tier | and tier 1l capital. Thed will recapitalize private sector banks or stat@ned banks on a cledr
path to privatization that have a systemic impact (i.e., those with a market share of a7Basteasured by claims on the private

sector). The fund will build on IFC's long treeord in equity; since inception, IFC has made over 1,800 equity investments across

industries and regions, including over 490 equity investments in the financial services industry

186 I n FYO08, | FC6s MBddh the fmanaial sectorergadhesl a record $2.3 billion
extended to banks, microfinance institutions, leasing companies and other non-banking financial institutions.

Atend-F YO 8, |l FC6s outstanding MSME portfolio s%ood
of | findddabmarkets portfolio, and 18% of | FCO6s t o €¥0I7, p d rFtCfocs! icd.i elnrt s

estimated 13.6 million MSME sub-loans totaling $148 billion, and held a portfolio of 8 million MSME sub-
loans worth $94 billion.

1.87 Microfinance. In FY08, microfinance commitments in financial markets were $316 million
(extended to commercial banks and microfinance institutions) in 37 projects, up from $196 million in 26
projects in FY07. 1 F Cndicsofinance portfolio totaled $848 million invested in 91 microfinance providers,
making IFC one of the leading international investors in the field. Going forward, priority will be placed on
fostering deposit mobilization by IFC partner networks and microfinance institutions, enhancing retail
capacity in African microfinance institutions, and on improving the supply of microfinance in several large
countries such as Brazil, China, India, Nigeria, and Russia.

BOX15: MICROFINANCE ENHANERT FACILITY

IFC, together with KiWhaslaunched a global Microfinance Enhaament Facility (MEF) designed to support sound microfinance

institutions worldwide that may face a funding shortfall during this time of unprecedented financial stress. The fazilityres

Go2Gdedey AYAGALF GAGBST Fdz £ & oOaldatdléy pre-geterinibdd Gipefngd aMictofimghRelInsHutiofiss S R &
(MFI9 operating globally. This project will support up to 200 microfinance institutions operating in up to 40 countries, in¢luding
over 20 IDA countries. IFC will execute the program thikougi KS Ay Rdza i NBE Q& f I NHSald FyR Yz2al

to provide a rapid and flexible response to market needthieve maximum possible outreg@nd ensure efficiencyFC and itg

partners will execute the MEF in two phases providing neefdeding of $500 million. A key element of the phased approach is

how IFC will leverage additional financing and mobilize other partners to participate in funding the facility.

1.88 Trade Finance. In FY08, total commitments reached $1.5 billion with the issue of 1,008 guarantees,
of which $598 million was in Sub-Saharan Africa (41% of total volume). Total commitments for the first
seven months of FY09 were $1.2 billion, of which $405 million was in Sub-Saharan Africa (34% of total
volume). The program increased its coverage in FY08 to 112 banks in 55 countries and so far in FY09 to 139
banks in 71 countries. IFC continues to extend its reach to small, frontier and conflict-affected countries,
including Afghanistan, Angola, Burundi, Democratic Republic of Congo, the Gambia, Haiti, Liberia,
Rwanda, Sierra Leone, Syria, Tajikistan and the West Bank and Gaza. Approximately one-third of
transaction volume to-date represents South-South trade, such as car parts from India to Tanzania, wheat
flour from Egypt to Sierra Leone, steel from Kazakhstan to Pakistan, peas from Ukraine to the West Bank
and Gaza, and glass from Kenya to Uganda.
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1.89 In September, 2008, the Board approved a $500 million increase in the program to $1.5 billion, and
then on December 18, 2008 in response to the global financial crisis and its impact on trade finance, the
Board approved a doubling of the p r o g rcalingGos$3 billion.

1.90 IFC is considering a global trade liquidity pool, which would provide liquidity to major international
partner banks with wide trade finance networks that are unable to meet the liquidity needs in selected
emerging markets. IFC would provide liquidity, including mobilizing funding from other international
financial institutions, for pools of trade receivables from emerging market banks. The international partner
banks would continue to take the country and credit risks underlying these trade transactions.

1.91 Private Equity Funds. IFC takes a comprehensive approach to building the financial infrastructure
of the countries in which it operates. In addition to the essential building blocks of financial institutions and
the capital markets, IFC also supports the growth of the private equity industry. Private equity funds provide
both capital and expertise to firms needing to grow. The hands-on nature of fund managers allows transfer of
know-how and delivers overall better performance, as demonstrated by the positive financial returns of funds
and the above average job creation by private equity funds compared to the economy as a whole. In addition,
in emerging markets, private equity firms focus on financing growth and expansion through the provision of
equity, rather than relying on leverage to maximize their returns. Private equity funds also have strong
development impact through support of a large number of companies. To-date, funds supported by IFC have
backed over 1,000 companies, and were responsible for creation of over 160,000 new jobs in the period
2000-2007. 53% of the portfolio companies were SMES.

1.92  Access to Finance (A2F) - Advisory Services. | FC6s advi sory services

(i) building capabilities in financial institutions; and (ii) strengthening the financial infrastructure. In the last
five years, | FC6s Access t ovepgrown significentlyafrdnv 86 projecty
and programs worth $27 million in funding commitments in FY03, to 232 projects and programs in over 90
countries with $308 million in budgeted funding commitments at the end of FY08. Approximately 60% of
| F CO0 s s tafmane advisory services projects/ programs are linked to IFC investments. 14% of all
projects are in conflict-affected situations, and 64% of new approvals in FY08 were in IDA countries.

BOX16: A2F ADVISORY SERYICRISIS REBISE INITIATIVEHREE PROGRAMS

a l

Sser

1) Risk Advisory ProgramAimed at helping Fls address weaknesses in treasury and liquidity management, support divers
of funding sources, and build stronger risk management frameworks able to effectively fang setcn economic slowdown
while still extending financing to solvent individuals, businesses, and companies.

2) Non Performing Loans/Workout Progranbesigned to strengthen portfolio monitoring and collections practices, optir
economic capital manageent, and avoid a further credit crunch created by an ergaction to excessive losses that could hg

been avoided with the implementation of best practices.

3) Scaleup of the Financial Infrastructure Progranfiimed at strengthening both financial sthyi and access to finance throug
better payment systems, remittances regimes, credit information, and collateral registries, with an increased focus @i

and on responsible lending practices.
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1.93 The AZ2F advisory services crisis initiative covers institution-building work, global knowledge
management and dissemination, and financial infrastructure work. To mitigate the impact of the financial
crisis on economic growth and job creation in emerging markets, the initiative will have three objectives: (i)
help sustainable financial institutions (FIs) face immediate liquidity and solvency risks; (ii) help build
stronger financial systems at the exit of the crisis; and (iii) promote continuous support to profitable
underserved segments and avoid or reduce the duration of a likely severe credit-crunch. This initiative is
closely coordinated with complementary World Bank programs and with other IFC advisory business lines.

1.94 Promoting Local Currency Financing. IFC promotes local currency financing through both
structured and securitized products and derivatives-based local currency products. Total local currency
financing commitments in FY08 increased to $1.5 billion with a further $1.4 billion mobilized in the market.
To date, IFC has provided local currency products in 39 emerging market currencies, up from 26 a year ago.
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1.94.1 Derivatives-based Local Currency Products. IFC uses long-term derivatives markets to provide local

currency loans and hedges to its clients, and can offer these products in any currency where it can hedge the

local currency loan cash flows back into US dollars using the derivatives markets. Long-term swap markets

are developing rapidly in emerging markets and there are now over 30 emerging markets where such
instruments are available. In frontier markets especially, IFC works closely with market counterparts and
government regulators to structure swap instruments that enable the Corporation to provide local currency

loans. IFC has placed particular emphasis on promoting the development of local currency derivatives in
Sub-Saharan Africa. This development benefits both
financial hedging instruments.

1.94.2 To date, IFC has committed over $5.4 billion equivalent in local currency loans using derivatives for
more than 177 transactions. In FY08, IFC committed over $1.2 billion equivalent in derivatives-based local
currency products in 13 currencies to 29 clients. It has recently signed its first local currency loans in
Kazakhstan, Kenya, and Tanzania and is actively pursuing opportunities in other Sub-Saharan African
countries. IFC has also disbursed its first local currency loans in Zambia.

1.94.3 Structured and Securitized Products. IFC uses structured products to provide clients with cost-
effective forms of financing that would not otherwise be readily accessible. IFC has developed several
categories of structured products including: (i) partial and full credit guarantees; (ii) structured liquidity
facilities; (iii) portfolio risk transfer; (iv) securitizations; and (v) Islamic finance. Cross-border transactions

are pursued, including those that u to mikigate carrencyF C 6 s
convertibility and transferability risk, but the focus remains on domestic local currency financing in frontier
markets. Mobilizing local currency through the bank or bond market helps domestic borrowers to match

assets and liabilities and mitigates the foreign exchange risk associated with borrowing in foreign currency.

Local currency financingt hr ough | FC0s structured products pr o\
also to domestic institutional investors who are generally in need of high quality assets for portfolio
diversification.

1.94.4 In FY08, IFC mobilized a total of $1.4 billion for clients through structured products, with $459

million of this consisting of direct IFC exposure. For FYQ9, IFC is focused on the development of new

productsd and the refinement of existing onesd to address the global liquidity crisis. IFC will assist in the

sourcing and credit enhancement of local currency loans and bonds for its clients, particularly those in IDA

countries. Full credit guaranteei s a key addi ti on t o antl Fv@dloatlowdFCitost i ng
mobilize local currency for key frontier clients while providing lenders with top quality AAA rated credit
enhancement . | FCO s p o r-shafing facilitees) comtiisuas to seengood uptpke andchasc t ( r
been the subject of considerable innovation allowing, for example, for the provision of funded as well as

unfunded risk-sharing options.

1.95 Developing Local Securities Markets. In response to the global liquidity and credit crisis, IFC has
been seeking to provide credit enhancement for securitizations backed by future cash flows that banks
receive from abroad. This type of secured financing has an excellent track record throughout previous
emerging markets downturns and allowed IFC clients to obtain financing on better terms than through the
unsecured bond market. By assisting in the structuring and placement of this type of structured transaction,
IFC hopes to assist in the re-establishment of securities market access for clients who no longer have such
access on commercially viable terms.

1.96 Mobilization. Mobilization continuestobea c or e p eatalytic mle. InlfuRh€rénee of its
catalytic role, IFC has historically focused on mobilizing funding for its clients (from investors/lenders other
than IFC) in a number of ways, primarily through: (i) syndicated Loans to commercial lenders; (ii)
syndicated guarantees; (iii) parallel loans; (iv) partial credit guarantees; (v) securitizations (discussed above);
and (vi) risk-sharing Facilities.
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1.96.1 Syndications. | F Csgndications program, which includes: (i)sy n d i ¢ at e dandigia@nteds;o a n s
(i) parallel loans; and (iii) sales of participations in A Loans (ALPS), is the oldest syndicated lending
program among all mul til ateral devel opment banks
cross-border funding from commercial financial institutions. Since its establishment in 1957, the program

has mobilized over $32 billion for IFC-financings from over 400 commercial financial institutions for over

1,000 projects in more than 100 countries. Among the most important catalytic effects of this program is the
creation of new banking relationships between |F
through| FCOyndi cated | oan progr am. This program prov
banks, and selectively, other investors, which they would not otherwise have, and helps these investors get
comfortable in markets which they might not otherwise have approached.

1.96.2 Significant Growth. | FCO0s syndications pr ogr a.nbesfditeatse gr o
highly challenging market conditions in FY08, it achieved its highest volume ever, with $3.4 billion in new

loans signed (compared with $1.8 billion in FY07), comprising 29 syndicated loans, one parallel loan, and
participation sales of four IFC A loans (ALPS)d a total of 34 transactions with 47 financial institutions. In

the first half of FY09, a total of $1.8 billion in new loans were signed (vs. $1.5 billion at the same time last

year), comprising 16 syndicated loans and one parallel loan.

1.96.3 CrisisResponse.Si nce t he onset of t h syndigatioastpragram tias ptayadn c i a |
an important role in helping clients access financing. Since September, 2007, IFC has syndicated more than

$1.5 billion in credit facilities to banking clients in Russia and to Tier Il banking clients in Latin America to

alleviate their liquidity constraints. As a result of the crisis, the volume of new syndicated loans is expected

to decrease significantly in the second half of FY0O9 due t o commer ciomllendinga nk s 6
To compensate, IFC is developing new ways of mobilizing funds for clients by syndicating parallel loans to

other international financial institutions and unfunded risk participations to interested commercial banks.

1.96.4 South-South Investment. | F CS§nslicated B Loan program has expanded its investor base to include

leading banks from emerging markets. As of CY2008-e n d , $999 million (12%) of
Loan portfolio was held by 50 emerging market commercial banking partners (from 25 different developing
countries) in 46 IFC-financings; 16% ($160 million) of these commitments are for 13 IFC-financings in 11

IDA countries (Bangladesh, Congo Republic, India, Madagascar, Malawi, Nicaragua, Nigeria, Pakistan,

Sierra Leone, Uganda, and Yemen).
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Annex |I. BUSINESS PROCESS IMPROVEMENT

1. | FC6s decentralization effort has brought
unfolds, the need to get closer is matched with a need to deliver better and faster, and more efficiently.

Building on earlier efforts, a formal Business Process Improvement (BPI) initiative was launched in July

2008. It is specifically aimed at increasing client and staff satisfaction, as well as leading to greater efficiency

and productivity.

2. This initiative is characterized by corporate-wide commitment and resources for designing and
implementing improvements. Its objectives are to: (i) improve client satisfaction by reducing delays and
processing complexity, and by increasing predictability; (ii) improve staff satisfaction, by increasing clarity
of roles, reducing unnecessary steps and establishing clear accountabilities; and (iii) improve quality of
investment decisions and portfolio by freeing up time to focus on strategic issues and more risky projects.

3. Under the aegis of the BPI Steering Committee, improvements are being tackled at three levels: (i)
differentiating processing based on risk; (ii) streamlining business processes; and (iii) changing inefficient
behaviors.

4. Differentiating Processing Based on Risk. The delegation of greater decision-making to Directors
has helped Management and staff reduce the time and effort spent on smaller, lower risk deals. IFC is now
testing a new integrated risk assessment framework to be used for tiering of projects, and will begin testing
manager delegations around July, 2009. A rigorous screening process is being put in place to determine
which Managers would be eligible to approve projects in each sector. Manager authorities would be for
projects with no significant risks or issueswher e | FC6s i nvestment does
equity) or, for more experienced Managers, $30 million ($10 million equity). Multiple checks and balances
would remain in place, including (i) Directors would determine tiering based on the integrated risk
assessment early in the project; (ii) the three-signature principal will remain in place for internal approval of
these projects; and (iii) robust monthly reporting to Directors and Management on delegated decisions.

5. Streamlining Business Processes. Process streamlining is also underway to identify ways to
eliminate bureaucracy without sacrificing quality. Over the coming six months, a number of investment
process steps will be combined, project documents will be streamlined, workflow will be rationalized and
online systems will become more user-friendly. Lower-risk projects will have lighter processing
requirements, without sacrificing the requisite controls to ensure quality.

6. Changing Behaviors. Many delays in processing stem not from the formal processes, but embedded
behaviors that can delay decisions. As part of the BPI effort, department directors are championing specific
behavioral changes that are expected to speed up processing, such as more efficient meetings, less focus on
project descriptions and more on risks and issues in documents and meetings, and less repetition of
information throughout the project cycle.

not

F (



Annex Il. FRONTIER REGIONS IN NON-IDA COUNTRIES
Argentina Colombia Indonesia Morocco
Catamarca Magdalena Prop. Bangka Belitung Figuig
Chaco Marifio Prop. Banten [frane
Caorrientes Maorte Santander Prop. Bengkulu Jerada
Entre Rios Putumayo Prop. Gorontalo Kénitra
Formosa Quindio Prop. Jambi Khenifra
Jujuy Sucre Prop. Kalimantan Barat Maulay Yacoub
La Rioja Tolima Prop. Kalimantan Selatan Mador
Misiones Vaupés Prop. Kalimantan Tengah Ouarzazate
Salta Prop. Lampung Safi
San Juan Costa Rica Prop. Maluku Sefrou
Sgo. del Estero Brunca Prop. Maluku Utara Sidi Kacem
Tucuman Chorotega Prop. Manggroe Aceh Darussalal Taourirt
Huetar Atlantica Prop. Musa Tenggara Barat Taroudannt
Brazil Pacifico Central Prop. Musa Tenggara Timur Tata
Acre Prop. Papua Tiznit
Alagoas Croatia Prop. Papua Barat Zagora
Amapa Karlovac Prop. Sulawesi Barat
Amazonas Sibenik-Knin Prop. Sulawesi Selatan Panama
Bahia Sisak-Moslavina Prop. Sulawesi Tengah Bocas Del Toro
Ceara Slavonski-Brod Posavina Prop. Sulawesi Tenggara Chiriqui
Maranhio WVukovar-Sirmium Prop. Sulawesi Utara Cocle
Para Prop. Sumatra Barat Darien
Paraiba Dominican Republic Prop. Sumatra Selatan Herrera
Pernambuco Azua Province Prop. Sumatra Utara Los Santos
Piaui Baoruco Province Prop. Yogyakarta Veraguas
Rio Grande do Morte Barahana Pravince
Rondénia Dajabaon Province Jordan Peru
Roraima Del Valle Region Ajlun Amazonas
Sergipe Elias Pina Province Agaba Apurimac
Tocantins Enriguillo Region Balga Ayacucho
Independencia Province Jarash Cajamarca
Chile Monte Cristi Province Karak Cusco
Araucania Monte Plata Province Mafrag Huancavelica
Coquimbo Moroeste Region Tafiela Huanuco
Libertador General Bernardo Pedernales Province Zarga Junin
Maule Peravia Province Lambayeque
San Cristobal Province Kazakhstan Loreto
China San Jose De Ocoa Province Akmola oblast Piura
Anhui San Juan Province Almaty oblast Puno
Chongqging Santiago Rodriguez Province East-Kazakhstan oblast San Martin
Gansu Valdesia Region Kostanai oblast Tumbes
Guangxi Valverde Province Marth-Kazakhstan oblast Ucayali
Guizhou South-Kazakhstan oblast
Heilangjiang Egypt Zhambyl oblast Philippines
Henan Assiut Bicol
Hubei Aswan Mexico Cagayan Valley
Hunan Behera Chiapas Calabarzon
Inner Mongalia Beni Suef Guerrero Caraga
Jiangxi Fayoum Hidalgo Central Luzon
Jilin Luxar Michoacan de Ocampo Central Visayas
Liaoning Menia Mayarit Cordillera Administrative
Mingxia Mew Valley Oaxaca Davao Region
Clinghai Clena Tabasco Eastern Visayas
Shaanzi Suhag Tlaxcala llocos
Shanxi Veracruz de Ignacio de la Loyla Mimaropa
Sichuan Guatemala Zacatecas Muslim Mindanao
Tibet Alta Verapaz Maorthern Mindanao
Xinjiang Baja Verapaz Morocco Soccsksargen
Yunnan Chimaltenango Al Haouz Western Visayas
Huhuetenango Azilal Zamboanga Peninsula
Colombia Jalapa Boulemane
Amazonas Jutiapa Chefchaouen Romania
Caqueta Petén Chichaoua Bistrita-MNasaud
Cauca Quetraltenango Chtouka Ait Baha Botosani
Chocd Quiché El Hajeb Braila
Cordoba San Marcos El Kelaa des Sraghna Buzau
Guania Santa Rosa Errachidia Calarasi
Guaviare Solola Essaouira Dolj
La Guajira Totonicapan Fahs-Anjra Giurgiu
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Romania
Gorj
Hunedoara
lalomita
Mehedinti
Meamt

Olt

Salaj
Telearman
Tulcea
Waslui
Vrancea

Russian Federation
Altay Territory

Amur region
Astrakhan region
Belgorod Region
Bryansk Region
Chechen Republic
Chelyabinsk area
Irkutsk region

lvanovo Region
Jewish autonomous area
Kaliningrad region
Kaluga region
Kemerovo region
Kirov region

Kostroma region
Krasnodar Territory
Kurgan region

Kursk region

Mizhny Movgorod region
Movgorod region
Movosibirsk region
Omsk region

Crel region

Penza regigon
Primarsky Territory
Pskovregion
Republic of Adygea
Republic of Altay
Republic of Bashkortostan
Republic of Buryatia
Republic of Chuvashia
Republic of Dagestan
Republic of Ingushetia

Russian Federation

Republic of Kabardino-Balkaria

Republic of Kalmykia

Republic of Karachaevo-Cherkessia

Republic of Karelia

Republic of Khakassia

Republic of Marii EI
Republic of Mordovia

Republic of Morthern Ossetia - Alania

Republic of Tyva
Republic of Udmurtia
Rostov region
Ryazan region
Saratov region
Smolensk region
Stavropol Territary
Tambov region

Tula region

Twer region
Ulyanovsk region
Vladimir Region
algograd region
Varonezh region
Yaroslavl region
Zabaykalsky Territory

Serbia

Bor District
Jablanica District
Kolubara District
Péinja District
Pirot District
Podunavlje District
Rasina District
RaZka District
Sumadija District
Toplica District
Zajetar District
Zlatibor District

South Africa
Eastern Cape
Limpopa
Mpumalanga
Morthern Cape
Maorthwest Province

Thailand

Buri Ram
Chaiyaphum
Ciang Rai
Kalasin

Loei

Mae Hong Son
Maha Sarakham
Mukdahan
Makhon Phanom
Makhon Sawan
Marathiwat
MNong Bua Lm Phu
Phayao
Phetchabun

Roi Et

Sakon Maknon
Si Sa Ket

Surin

Tak

Uthai Thani
Yasothon

Turkey
Adiyaman
Afyon

Adn
Aksaray
Amasya
Ardahan
Bartin
Batman
Bayburt
Bingal
Bitlis
Cankin
Diyarbakir
Dizce
Erzincan
Erzurum
Gaziantep
Giresun
Gomighane
Hakkari
|adir
lsparta
Kahramanmarag

Turkey
Karabiik
Kars
Kirgehir
Konya
Malatya
Mardin
Mug
Ordu
Osmaniye
Sanhurfa
Siirt
Sinop
Sirnak
Sivas
Tokat
Trabzon
Tunceli
Usak
Wan
Yozgat

Ukraine

Autonomous Rep.of Crimea
Chernihiv Oblast
Chernivisi Oblast
Ilvano-Frankivsk Oblast
Kherson Oblast
Khmelnytskyi Oblast
Kirovohrad Oblast
Rivne Oblast

Sumy Oblast

Ternopil Oblast
Vinnytsia Oblast

Walyn Oblast

Uruguay
Artigas
Durazno
Rivera
Tacuarembo
Treinta y Tres
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Annex I11. FY09 CORPORATE SCORECARD

IFC . FY08 .
Corporate Goals Scorecard Indicators Actual FY09 Estimate o
Investments : Development Outcome (DOTS) Score 71% 60-65% 1
: e : : :
:'Adv!sory Ser'\l/lces. % of projects with Development Effectiveness rated 67% 60-65%
Satisfactory" or better
$ commitment in Sub-Saharan Africa 1,380 1,750-1,950
$ commitment in Middle East and North Africa 1,442 1,400-1,500
Pillar 1 # of projects in IDA Countries 169 200-220
$ AS project expenditure in IDA Countries 65 60-70
Greater % of projects in frontier region (investments) 10% 8-12%
De\llzlqor;r:tent Pillar 2 Number of South-South projects 62 15 (1H)
P $ investment in South-South projects 1,913 488 (1H)
Pillar 3 Climate change: $ investment in RE/EE 906 750-950 2
Pillar 4 $ commitment in infrastructure 2,819 2,420-2,810 3.
$ commitment in health and education 315 280-360
$ commitment in agribusiness 762 700-800
Pillar 5 $ commitment in financial markets 4,605 4,600-4,800 4
$ commitment in MSME 2,877 2,500-3,000 5.
Greater Client Investment: % Overall Client Satisfaction 85% Not available 6.
Satisfaction Advisory Services: % Satisfied and above 7% Not available 7.
% of cl i e IFC ad the WB arefwerking wefl together fi 47% Not available 8.
Greater WBG ioi : : :
Cooperation #0 !o!nt WB/IFC mvgstmenF projects committed 6 7-11
# of joint WB/IFC active advisory work 81 90-100
Total Commitment ($ million) 11,399 11,000-12,000
Disciplined and Mobilization Ratio 0.46 0.38 (1H) 0.
Sustainable Total $ Mobilized (IFC own account + IFC $ mobilized) 16,151 6,711 (1H)
Growth Productivity: # of projects committed 372 400-430
Productivity: # of committed projects / regular administration budget 0.82 0.80-1.0
Portfolio Management Rating - <=2 10.
Capital Adequacy: Total resources available ($ billion) 15.0 14.2 (1H)
Minimum resources available ($ billion) 10.3 10.3 (1H)
. Liquidity: Externally funded liquidity level (min. 65%) 104% 128% (1H)
Sound Finances Overall liquidity level (min. 45%) 62% 60% (1H) | =
Leverage Ratio 1.6 1.7 (1H)
Return on Average Networth (annualized based on FYTD performance) 9.0% -10.9% (1H)
% Overall job satisfaction 73% Not available 12
. . % of staff who felt "My manager provides me with timely feedback to 0 .
H[;gh Qua“té/’ enhance my performance” 62% Not available =
E’rfrze g‘g % of women staff (GF-GG) 41% 44% (1H)
Emglogilees % of women managers 27% 30% (1H) 14,
% of Sub-saharan/Caribbean nationals 9% 9% (1H)
Part 2 managers 34% 32% (1H)
Notes:
1. DOTS score based on a 3-year rolling average for projects approved between CY99-04 for FY08
2. | FCo0s t doublp ® tripleiitsRE/EEVvolumes over the FY09-11 period compared to the $1.1 billion invested in FY05-07.
3. Include commitments in infrastructure, communications and information technologies and subnational finance.
4. Excludes private equity and investment funds.
5. Includes direct MSME borrowers, financial institutions with more than 50% of their business clients being MSMEs, and any other
investments that specifically target MSMEs as primary beneficiaries.
6.  Annual External Client Survey
7. Annual External Client Survey
8.  Annual External Client Survey
9.  Mobilization ratio is defined as a sum of loan participations, parallel loans, and non-1FC investment portion of structured finance, divided
by IFC investments and IFC portion of structured finance.
10. Introduced mid-FY08. Based on three dimensions: (i) diversification; (ii) performance, and (iii) quality. Rating on a scale of 1 (superior
performance); 2 (adequate), and 3 (needs improvement).
11. FYO08 results based on biannual World Bank Group Staff survey conducted in FYQ7.
12. Liquid resources as a % of next 3 yrs' estimated cash requirements
13. FYO08 results based on biannual World Bank Group Staff survey conducted in FY07.1 FC conduct e dd a ni PJual nsuea rSyu r2v0eOy9
results are not yet available.
14. The IFC and World Bank Group D&I Compact Indicator has changed from % of women (H+ ) staff to % of women managers.



