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EXECUTIVE SUMMARY

In recent years, the World Bank has increased significantly its attention to the
development effectiveness, sustainability and financial integrity of the activities it
supports. Requirements for greater transparency in procurement and financial
management have grown. Safeguard policies, intended to ensure Bank-financed projects
do no harm to the natural and social environment have been applied more rigorously.
Oversight mechanisms to enhance project quality have been added. Evaluations indicate
that the results have been positive—better-designed individual lending operations, a
stronger project portfolio, more rigorous oversight and significantly improved project
outcomes.

At the same time, questions have arisen whether these requirements have been expanding
faster than the capacity of many borrowers to manage them effectively, and whether they
might be affecting some clients’ interest in borrowing from the Bank. At the same time,
some shareholders have questioned whether the Bank has been demanding enough. In a
period of tight budgets, this has produced a dilemma—improving quality amidst growing
requirements, declining resources, higher expectations of some borrowers and other
shareholders.

This underscored the need to gain a better understanding of the current situation and to
improve the value/cost relationship of these policies. Thus, the Bank established a task
force to examine recent experience in the application of Bank’s policies on procurement,
financial management and safeguards. The task force conducted its work in two phases.
In the first internally-focused phase, it examined 50 projects under implementation that
reflected both positive and negative experience, the policies of other multilateral
development banks (MDBs), budget data and the policy-making processes within the
Bank. In the second phase, the task force consulted with clients in 10 selected countries’
which together represent roughly 40% of the Bank’s FY01 portfolio/pipeline and include
four IDA-eligible clients.

Principal Findings

4.

The principal conclusion of the overall two phase review is that these policies have a
positive impact and are valued by borrowers, when they are applied in an appropriate
manner. Properly implemented, they improve project design to mitigate environmental
impacts, avoid social costs, improve participation and commitment to development
outcomes, reduce costs through competitive bidding and assure greater transparency and
financial integrity in public finance. Borrowers are strongly committed to the objectives
and principles embedded in these policies. They recognize that the costs to them and to
the Bank of non-compliance can be very high. They also note that the benefits from Bank
policies often have a positive influence on other activities not financed by the Bank. They

' Consultations held during April-May 2001 in Argentina, Brazil, China, India, Mozambique, Philippines, Romania,
Russia, Tanzania and Yemen.
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appreciate the Bank’s commitment to full, cost-effective implementation of its current
policies. This commitment is seen to have a positive impact on raising national standards
in some cases, though the incidence is quite scattered, unsystematic and indirect.

The review found that safeguard and fiduciary policies have enhanced project quality and
sustainability when they: (i) are applied early enough in the project cycle to affect project
design, (ii) save the client money, (iii) raise national standards toward the level of good
international practice by “pushing the envelope” in a measured, realistic manner and,
consequently, (iv) are capable of being implemented by the borrower, with necessary
capacity building assistance. The task force found many cases where implementation of
these policies helped increase their development impact.

In the cases where the implementation of these policies has been ineffective and
unnecessarily costly, the task force found that it was due primarily to: (i) over-ambition—
requirements that were simply beyond the capacity of the borrower to implement without
great cost; (ii) ambiguity—policies that were overly complex and difficult to interpret;
(ii1) indecision and delay—policy interpretation that sometimes took months to resolve at
substantial financial cost to the Bank and opportunity cost to the borrower; (iv) rigidity—
“legalistic” policy interpretation rather than professional judgment; (v) risk aversion—a
growing tendency within the Bank that results in over-specification and “perfection” in
design and avoidance of activities that might generate criticism; and (vi) capacity
depletion—requirements applied to a “ring-fenced” Bank-financed project have absorbed
resources at the expense of other priorities for the application of often limited national
capacity.

The task force estimated that in FY01 the cost to the Bank of applying these policies was
about $83 million or about 20 percent of the total administrative budget for lending
services. The most significant were the costs associated with procurement, which affects
all operations throughout their life. The task force estimated that the cost to borrowers of
applying these policies was greater than the cost to the Bank. Borrowers as a group spend
about $118-215 million annually to comply with the Bank’s requirements for project
preparation and implementation. It is estimated that roughly 60% of this amount is
incremental, as all borrowers incur costs for public procurement, financial reporting and
safeguard work, even if no Bank financing is involved.

Borrowers generally felt that the direct and indirect value obtained from these policies
exceeds these administrative costs, but they also believe that these costs can and should
be reduced. Borrowers were also unanimous in their view that the single most critical and
yet un-quantified element of cost is that of delay in project design, launch and
implementation. Most delays are associated with the process of arriving at mutually
agreed balanced judgments when it comes to fiduciary and safeguard policies, as opposed
to sectoral policies. Borrowers accept that their own processes contribute in part to the
delays. The one possible exception are environmental policies, whose processes allow for
case-specific solutions to achieve policy goals, and which are well mainstreamed. Key
actions sought by clients were: (i) to reduce policy ambiguity and enable local case-
specific solutions to achieve policy goals; (i1) speed up decision-making in all policy
areas, particularly in procurement; (ii1) enhance up-stream attention to high safeguard risk
operations; (iv) improve continuity of team leaders and effective coordination among
them, lawyers and thematic experts; (v) better manage risk aversion at task, managerial
and institutional levels; and (vi) increase delegation of authority to Country Offices.
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10.

11.

12.

Borrowers were equally clear that it is possible to enhance the value of the effort and
reduce costs associated with the implementation of these policies. Three measures had
wide support: building national fiduciary and safeguard systems by building on
demonstrated client capacity; mainstreaming innovations seen under current policies to
extend their support to national/sector wide programs; and, pursuing bottom-up country
level policy harmonization effort, one policy at a time.

The consultation process with the clients confirmed that the overall volume of lending by
the Bank was not materially affected by these policies nor by the less numerous or
rigorously applied policies of the other MDBs. Specific country circumstances—
exposure limits, portfolio condition, IDA availability and other factors tended to
determine lending volumes.

However, there is feedback from clients that the willingness of IBRD borrowers to pursue
Bank lending for certain kinds of infrastructure—electric power, dams, slum upgrading,
transportation—is affected by the clients’ desire to avoid the costs, and the “hassle,” of
certain safeguard policies. Given other opportunities for financing, IBRD borrowers
articulated an explicit hierarchy of preference for official borrowing in these
Infrastructure sub-sectors: domestic resources, bilateral donors, Regional Banks and
lastly, the World Bank. The task force concluded that an important part of the 30%
decline in Bank lending over FY95-FY01 to infrastructure (Energy Sector decline of
05%, Transport of 28%, Urban of 25%) 1s attributable to client perceptions of the Bank’s
application of safeguard policies. This decline in one sense reflects a success in
attracting other lenders into segments of traditional Bank lending, and is re-enforced by
the Bank’s strategic emphasis on social sectors.

The task force does see some risks that the Bank faces in withdrawing - or being de-facto
excluded - from important infrastructure sub-sectors such as energy, transport, and urban:
the risk of being absent from areas essential to growth and poverty alleviation, the risk of
a pipeline which is costly to develop and of having a portfolio composed primarily of the
most difficult and complex operations and the risk of losing a global development
perspective that is the Bank’s major comparative advantage as a knowledge institution.
Inadequate attention to client concerns about delays and costs and inefficiency in lending
business practices due to risk aversion, would likely have a corrosive effect. The Bank,
working with clients, has to address these issues to continue to remain an eminent
development institution that the clients want it to remain.

Key Recommendations and Status of their Implementation

13.

Given these circumstances, the real challenge is to find ways to enhance the benefits of
these policies while reducing the costs, particularly by reducing the cost of delay. The
task force recommendation of a short to medium term approach to dealing with the
dilemma consists of measures discussed below. These include internal measures and
those that will engage Bank clients. During the work of the task force, work had begun on
implementing some of these recommendations. Their status is also indicated in italics.

e Continue Reforming Current Policies and Procedures. (i) implement the
simplification and rationalization of the LACI financial reporting and
disbursement systems;  (ii) introduce risk-based and single audit approach in
order to strengthen the quality of fiduciary assurance while reducing
fragmentation, duplication and delay; (iii) complete the conversion of the
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safeguard policies on resettlement, indigenous peoples and physical cultural
resources to remove ambiguities and permit case specific solutions to achieve
policy goals; (iv) revisit Bank’s procurement practices, especially related to
procurement of IT and review of consultant contract “no objection” procedures
and (v) pursue enhanced delegation of authority to strengthen field offices.

(The OPC has reviewed proposals from the FM Board to streamline LACI which is to be rolled
out starting F'Y02; the FM Board is reviewing the current audit system to identify ways in which
it may be possible to eliminate fragmentation and duplication, reduce cost, and improve the
overall level of assurance received by the Bank on the use of its funds. CODE has reviewed the
proposed clarification in social policies and steps are underway to complete external
consultations and codify changes in FY02; the procurement board has developed an action plan
to review and develop suitable responses to client concerns; and institutionally led effort is
underway to develop by January 2002 the next step of functional decentralization. Further
progress will continue to be monitored).

e Strengthen Internal Processes. Clarify accountability for high risk operations,
providing one-stop authoritative policy interpretations, clarify decision process
for making judgments in application of policy requirements; and integrate all
safeguard policy applications into a single risk assessment process under the
umbrella of the environmental assessment.

(A Bank wide safeguard process harmonization effort has been underway since July 2000, it
includes pipeline risk assessments, joint RVP/NVP accountability for high risk tasks, structural
harmonization across regions for safeguard functions; a one stop shop for authoritative policy
interpretations and a helpdesk. The safeguard system-is now being reviewed by IAD to further
adjust and strengthen, as needed).

¢ Enhance Bank Capacity to Ensure Continuing Compliance. Provide
adequate budgets for lending and supervision tasks to ensure the Bank can carry
out its due diligence functions fully, including full cost of all policy revisions
and intensify program of staff training and client capacity building in fiduciary
and safeguards systems.

(The FY02 budget aims to increase overall lending and supervision coefficients by 9% and 4%
respectively, provides special resources for increased capacity building and staff training and
funds sector boards/legal department to provide high quality timely support in policy
interpretation. Actual delivery of these resources to fiduciary and safeguard work for high risk
tasks, is through a process of pipeline risk assessment. This aspect will be monitored closely)

¢ Reduce delays by Moving Safeguard Assessments “Upstream.” Initiate
assessments of environmental and social impacts at the earliest possible time in
project processing; provide funds for upstream safeguard work for high risk
operations, especially in the PSI sector.

(Initial FY02 budget allocations in the Regions indicate a continued adherence to pipeline risk
assessments combined with “off-the-top” incremental allocations for “up- stream” safeguard
work on high risk operations. The regional process for pipeline fiduciary and safeguard risk
assessments needs to be harmonized into a Bank-wide process in FY02. Further work on
reducing factors contributing to delays is needed).
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e Help Build Client Capacity to Manage Policy Implementation. Launch a
pilot program to help build borrower capacity for progressively managing
specific aspects of safeguard and fiduciary responsibilities—Bank to help assess
current capacity, help strengthen capacity by delegating specific aspects to
national agencies with demonstrated competence, and monitor policy outcomes.

(The fiduciary Sector Boards are encouraging an increase in the numbers of CPARs and CFAAs
to assess capacity and as justified to raise thresholds for prior review. The safeguard Boards are
developing a customized capacity building pilot program with WBI, with the objective to help
clients who demonstrate capacity to undertake more policy implementation work under Bank
supervision. During the client consultation phase, some countries came forward to work on these
ideas with the Bank.)

e Scale-up development impact of these policies through continued
innovation, and codify such practices into future policy. Further encourage
and support on-going innovation; move systematically from ring-fenced project-
based compliance to support systematic improvements in borrower’s institutions,
while maintaining agreed policy goals.

(Concerned Sector Boards need to take stock of these innovations and to promote these conceplts
through their quality support functions and training programs, lessons of experience need to be
studied with a view to develop a process to codify the more successful practices into future policy
statements.)

e Deepen the Process of Policy Harmonization. (i) Intensify the on-going effort
to develop common policies and standards, at the level of international good
practice, among MDBs at the “macro” (global) level for procurement, financial
reporting and environmental assessment; and (ii) launch pilot efforts for “micro”
harmonization among MDBs and with national policies at the country level, one
policy at a time.

(During the client consultation phase, a number of countries volunteered to be included among
the early pilots for a “bottom-up” harmonization effort. These countries are being considered

for inclusion in a pilot effort led by the relevant Sector Boards, to complement the ongoing
“macro” policy harmonization effort.)

20.  While many elements of the proposed agenda are moving forward as indicated above, the
overall direction of change is complex, including the way the Bank relates to its
borrowers in these areas. Specifically, it calls upon the Bank’s managers to (1) encourage
balanced judgments, (ii) reward high impact activities where risks have been carefully
assessed and managed, (ii1) invest explicitly and early in risk assessments, public
participation and consideration of design alternatives, and (iv) make timely decisions that
will maximize development impact. Both clients and Bank staff endorse the concept of
building capacity and delegating aspects of policy implementation to borrowers that
demonstrate capacity. The challenge is to move systematically with specific programs
that help build permanent capacity. It is an agenda that will only be realized with
perseverance, flexible instruments and resources. But it is the only way forward if the
Bank’s fiduciary and safeguard policies are to become what borrowers expect them to
be—instruments of sustainable and effective development.

X






COST OF DOING BUSINESS
FIDUCIARY AND SAFEGUARD POLICES AND COMPLIANCE

Introduction

1.

In the past decade, the Bank has increased significantly its attention to the development
effectiveness and sustainability of its activities. As a result, project design and
implementation requirements have grown substantially. The potential negative
consequences of development projects have been addressed systematically through
application of “do-no-harm” safeguard policies. Concerns about corruption and financial
misconduct have resulted in new requirements for procurement and financial
management. And oversight mechanisms to ensure quality and compliance have also
increased. Both quality at entry and of supervision ratings of QAG and satisfactory final
outcome ratings of OED, have shown significant improvements.

At the same time, questions have arisen whether these requirements have grown faster
than the capacity of many borrowers, and the Bank, to manage them effectively. The
Inspection Panel and some external critics also cite examples of projects where some of
these policies have not been adequately addressed. At the same time, there is a sense that
many innovative approaches adopted by Bank clients with the Bank’s support to enhance
the development impact and sustainability of Bank policies have received little attention
and been replicated inadequately.

There is also the sense that budget costs of the expanding agenda have only recently
begun to be systematically assessed and are not adequately funded even though an
increasing share of the task budget has been allocated to these requirements at the
expense of other fundamental elements of project design and analysis and has increased
staff stress.

To understand better the real costs and benefits of doing business with the Bank, a Task
Force of regional managers and experts designated by Sector Boards, was asked to
analyze the cost effectiveness of the application of the Bank’s safeguard and fiduciary
(procurement and financial management) policies. The major objectives were to assess (1)
how well these policies added real value to lending operations relative to their
incremental cost; (i1) how their application influenced the demand for Bank lending; and
(111) how their application could be made more cost-effective.

The Methodology

5.

The task force addressed three basic questions: (i) are these policies generally reasonable
and effective in enhancing project quality and sustainability or, while technically
excellent, do they tend to exceed the capacity of many borrowers to implement and
consequently have limited impact; (ii) no matter how valuable they may be individually,
have these policies through their cumulative cost, made the Bank less attractive to our
clients than other sources of finance; and (ii1) is it possible to apply these policies more
cost-effectively with enhanced development impact while achieving the basic goals of
these policies?



6.

To address these questions, the task force undertook its work in two phases.

(a) In Phase I, the focus was on internal processes and team leader’s experiences. This
phase involved:

(i) Project Review. Fifty projects, mostly approved during the last 3 years, were
reviewed to draw lessons of experience. The projects were selected because they
represented operations where the policies either: (i) added real value to the
outcomes; (ii) detracted from the development outcomes because of added costs,
delays or other “hassle;” or (iii) caused the Borrower to seek other sources of
funding altogether (See Attachment I).

(i1) Review of the Policy Development Process. The development and processing of
two Bank policies, for financial management (the so-called LACI initiative) and
involuntary resettlement, were examined to see how the Bank’s policy-making
process has resulted in pursuit of actions that are sometimes difficult to implement
on the ground. This included a comparator review of the policies of other MDBs
and some industrial countries with Bank’s requirements in practice.

(i11) Analysis of Available Cost Data. The Bank’s operational budget, staffing
patterns and lending patterns were examined to assess the cost implications of the
implementation of policy requirements.

(b) In Phase II, following consultations with the OVPs and informal feedback from the
Board, a series of clients consultations were undertaken. Consultations involved ten
borrowing countries across the Bank’s regions: Argentina, Brazil, China, India,
Mozambique, the Philippines, Romania, Russian Federation, Tanzania and Yemen.
These countries account for about 40% of the Bank’s portfolio and FYO01 lending, and
include four IDA eligible clients. (See Attachment II, Summary of Consultations, Pg.
37).

I. Internal Review Phase >

A. Requirements have Grown and Have been Applied Rigorously

7.

There have been significant increases in the Bank’s analytical and policy requirements in
the past decade. Project analysis once covered economic, financial, technical,
administrative and environmental factors. Today it also includes social, poverty,
institutional and risks analyses as well as monitoring and evaluation requirements. The
same 1is true in the area of fiduciary and safeguard policies:

e Safeguard policies have been applied more rigorously and in some cases
progressively strengthened to ensure that Bank-financed projects avoid damage
to the natural, social or cultural environment. There are ten such policies and
some are currently under revision.

o Fiduciary requirements have multiplied under the provisions of the 1998 LACI
initiative that requires financial management specialist participation on all

? Undertaken from July-December 2000, and discussed with EDs in March 2001
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appraisal missions and certification of the borrower’s financial management
capacity, dual sign-off authority by the financial sector on all Project Appraisal
Documents, enhanced financial reporting requirements and the option of a new

disbursement mechanism related to project progress. Procurement has increased

in emphasis on a greater use of national systems, with potential savings to the
borrower; however, the Bank’s pro-active anti-corruption agenda has not

permitted any reduction in the burden of reviewing transactions and monitoring.

e Oversight mechanisms have increased substantially, with the establishment of
the Quality Assurance Group (QAG) and the Inspection Panel joining OED to
scrutinize operational performance.

In a qualitative sense, these requirements and mechanisms reflect the growth in the
expectations of the Bank’s contribution to a complex and diverse development agenda.
Poverty alleviation, policy reform, capacity building, governance, community-driven
development are initiatives at once more demanding and more difficult. As the
recognized leader in development, the Bank has been generally raising the bar, which is

the essence of the development process; this applies in fiduciary and safeguard areas as
well.

B. Effect on Project Quality has been Positive

9.

10.

By almost any measure, the overall quality of the Bank’s operational products has

improved significantly over the past three years. OED assessments of satisfactory project

outcome show major improvements. The QAG evaluations of Quality-at-Entry, Quality

of Supervision and Quality of ESW more recently show annual improvements in each of

the past three years. The application of these policies at the earliest stages of project
processing appeared to be particularly beneficial, as they helped identify risks and
illuminate design options to mitigate those risks. (See Box 3, Pg.19)

| CHART|: CED- Quinae % Satisfactory T | CHART II: Quality Performance FY98-00
B e - o - : Sy
| ’ ! ‘DQuityat Entry.
7 1 - y |
: .
T % ‘ 8 8 Qudity of
| o Spendsion |
‘a’% ‘ & 0QuiydESN|
| 6% ‘ L
|
, Rercentage of prjedss rated sefisfactary for Developrrernt Cuicorres by GHD ‘ —_— e~
Source: Operations Evaluation Department Source: Quality Assurance Group

While overall project quality has improved, two concerns remain: first the performance,

using QAG methodology, of social safeguard and financial management aspects tends to

be rated somewhat lower while, on the more mature policies (procurement and
environment) the performance appears to be better. The former policies are believed to
have a higher degree of “normative” content, unlike the other two policies, which are
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more process based and allow for case specific solutions to achieve policy goals to be
developed and agreed upon.
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11. The other concern relates to OED findings that the quality of Bank portfolio does not
correlate with the quality of country performance. “Development effectiveness at the
country level depends on the adoptions of strategies and instruments to country
conditions, not on project performance”. The multiplier effect of the improved quality of
the Bank’s portfolio needs to be increased. In the fiduciary area, CPARs and CFAAs are
aiming to extend the scope and focus of Bank support to strengthen national systems even
as these instruments are further improved. Similar instruments in the safeguard areas such
as Strategic Environmental Assessments and Social Analysis, are less well developed.

C. Examples of Real Value Added in Policy Implementation

12.  In anumber of instances, application of safeguard and fiduciary policies contributed
significantly to project success. In one case, the application of the Bank’s procurement
requirements led to project savings to the borrower of several hundred million dollars. In
another case, early assessment of a project’s potential environmental and social impacts
led to design changes that avoided significant resettlement and other mitigation costs. In a
third case, the Environmental Assessment resulted in a design change which reduced the
project’s encroachment on productive land and avoided income losses to farmers.



Box 1: Cost of Non-compliance with Social Safeguard Policies

By one gstimate, about. 250 projects with which the Bank has been associated have led to.dnvoluntary resettlement of 2.6 million
people. Another 180 projects are said to be impacting over one million indigenous peoples. The majority of these 3.6 million
peoplé are poor and at risk of further impoverishment by development interventions-unless thelr interests are protected by the
application of social safeguard policies. Since many Borrower countries lack effective safeguard policies, the Bank has
formulated its own social safeguard policies to protect.these people from such risks. Adherence to these polices is driven in part
by the intrinsic risk of impoverishment if these policies are not followed.

In addition to these intrinsic risks, external stakeholders continue to press the Bank for even greater rigor in compliance with
these policies, as in the recent report issued by the World Commission on Dams, Expectations of full compliance with safegnard
policies are high among civil society and among the Bank’s shareholders, and will be carefully scrutinized as part of the IDA
replenishment. The Bank’s ability to offer preferential credit to its poorest borrowers is thus predicated, in part, oa the successful
application of its safeguard policies.

13.  There were three common characteristics in these examples that led to successful
application.

o First, each application of the policy saved money rather than merely adding to
project costs. The safeguard policies were applied early enough in the project cycle
to assist in design decisions. Consequently, clients saw value added in their
application rather than an imposed, burdensome procedure.

. Second, the policies were consistent with good national-—and international—
practice. In these cases, they were not “pushing the envelope,” beyond realizable
norms. Bank procurement procedures, in particular, are in line with prevailing
international practice, and environmental process requirements are similar today
among all five MDBs and in many developing countries.

o Third, the policies could be implemented within a government’s existing
processes and procedures without major modification. Environmental assessments
are also now reasonably common in most borrowing countries. All countries have
procedures for public procurement, and the Bank accepts national bidding
arrangements where it finds them adequate. National policies on resettlement in
many developing countries are not yet fully consistent with the Bank’s resettlement
policy.

14.  In general, safeguards and fiduciary requirements contributed best to project outcomes
when they reflected the self-interest and, consequently, the commitment of the borrower.
They were applied as a part of the basic project analysis rather than an “add-on” to satisfy
the letter of the law. They were also more helpful when they focused on countrywide or
sector-wide questions and longer-term capacity building rather than on specific projects.

D. Examples of Opportunities Lost

15. By contrast, the task force reviewed several examples some cited by borrowers, where )
the safeguard and fiduciary requirements were applied neither effectively nor efficiently,
and contributed to project difficulties. Discussed below are three projects where the
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16.

17.

18.

19.

policies either went beyond the borrower’s ability to implement or were applied in rigid
ways, leading to delays, cost increases and conflict with the client.

In the first project, the Bank sought to apply the financial accounting and reporting
requirements and disbursement procedures according to the LACI model. The LACI
provisions, while technically superior, have proven difficult to implement in practice.
The reporting requirements conform to almost no national systems. The PMR-based
disbursement procedures require MIS systems not found in most developing countries.
Even to meet the Bank’s financial reporting requirements using the system, requires
borrowers to make significant investment in new financial management systems
(between $50,000 and $80,000 per project). Consequently only about 5% of projects
approved since July 1998 when LACI was introduced, currently report in this manner.

The second example describes the consequences resulting from (a) lack of sufficient
clarity in a policy, (b) failure to make timely decisions to resolve issues and (c)
excessively “legalistic” interpretations of the policy. To avoid a project-related
“reputational risk” the Bank in such case may have engendered a different type of
reputation with this borrower--as an indecisive and timid partner. In this particular
project, the delay cost the borrower an entire construction season.

In the third case, Bank procurement requirements were felt to be unreasonable in the eyes
of the borrower. Although the amounts were small and the irregularities in bidding
minor, the Bank insisted on re-bidding twice, leading to a four-year delay in the supply of
the equipment and the project benefits. The cost of delay was significantly greater than
the benefits from re-bidding. In this case, the Bank failed to tailor its response to the
modest risk and even more modest value of the goods involved.

In general, the cases studied suggest six principal reasons why policies subtracted value
and added to borrower cost:

e Over-ambition: Some policies are too demanding for the local environment and
simply cannot currently be implemented given the capacity of the borrower. To
comply would involve unacceptable costs and exceed standards even in some
industrial countries;

e Ambiguity: Some policies have complexities, over-specifications, and ambiguities
that need to be reworked;

e Indecision: There has been no clear corporate authority to provide definitive
interpretation and resolve differences on safeguards (although this is changing—(See
Para 49). Delays occur and add cost;

e Rigidity: Policies have been interpreted literally and “legalistically.” There 1s no
differentiation relating to circumstances, project size, local competence or perceived
risk. Professional judgment has given way to playing by the book;



20.

e Risk Aversion: The Bank has become so risk averse, according to some borrowers,
that it would rather do no project than risk criticism; and

e Capacity-Depletion: “Ring-fencing” Bank-financed projects can result in
misalignment of resources and enclaves of privilege without helping to build systems
to cover similar circumstances elsewhere in a country. (In India, it is said that 98% of
all resettlement takes place outside Bank-financed projects, yet more attention is often
paid to perfecting the 2% affected by Bank financing than to improving the remaining
98%). When applied to specific operations, the “capacity” is often provided by
external consultants at considerable cost and may actually deplete national capacity.

The task force studied 6 specific projects identified by the Regions as examples of
projects dropped before reaching the financing stage. The two procurement cases
demonstrated the effectiveness of the policy at work; to reduce the risk of subsequent
non-compliance and to ensure adherence to a strong anti-corruption standard. In other
areas, there were two cases in which the clients did eventually come back to the Bank,
but there was evidence of the cost of delays, negative impact on relationships and waste
of resources when Bank requirements are:

(i) under major review as in LACI, but remain a formal requirement;

(i) ambiguously defined calling for extensive internal consultation; and,
(iii) are perceived by clients to be significantly misaligned with their own
policies or those of other MDBs, especially in implementation.

E. The Bank Lending Budget is Diminishing and Compliance Costs are Rising

21.

Despite these growing requirements, the proportion of Bank’s operational budget devoted
to lending has declined over the past several years in real terms. This has impacted task
level budgets as well. The average lending completion costs (the cost of processing a
project from identification through Board approval) has been declining for several years
while requirements have been increasing. FY02 is expected to be a turnaround year for
task level lending budgets.
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22. Individual safeguards add between 15 and 25 percent to the cost of project preparation,
and when several apply, they can all but overwhelm the preparation budget. Virtually all
task teams interviewed indicated that core preparation and supervision budgets had
become seriously underfunded, in part due to these increasing compliance-related
demands on a shrinking resource envelope®. Doing more with less has only been possible
by increasing individual staff workloads. A survey conducted for this study indicated
unrecorded staff overtime has increased from 18% to 25% of recorded work time
between late 1998 and early 2000.

23. The principal cost drivers for the Bank are staff costs. During the period of the Strategic
Compact (FY98-FY00), there have been significant increases in the number of staff
dealing with financial management, procurement and social safeguards in particular
reflecting the Bank’s determination to strengthen its safeguard oversight and meet its
fiduciary responsibilities. At the same time, there is a sense that despite this injection of
new staff, the Bank is still short of expertise in some new areas (such as cultural
resources).

CHART VII: Increases in Safeguard and Fiduciary Staff |
FY96/97 to FY00 ‘
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24.  There are about 340 operational staff engaged in procurement, financial, environmental
and social policy development, maintenance and oversight, or roughly 20% of Regional
and Anchor staff. Many other staff devote part-time to procurement and financial
oversight as certified specialists. The total estimated cost to the Bank of safeguard and
fiduciary compliance is about $83 million annually.

Table 1: Estimated Administrative Costs to the Bank of Safeguard/Fiduciary Policies

Policies Specialized Of which: Full time FY01 Base
Staff International  National Equivalent Staff | Costs ($m)

Social 46 29 17 28 9

Environment 44 36 8 22 10

Other Safeguards | - 2

Procurement 159 950 69 159 42

Finance 94 50 44 94 20

TOTAL 343 205 138 303 83

25. Inthe aggregate, these costs raise the issue on how the high costs associated with
procurement policies can be reduced. The Compact funded significant increases in staff
for financial management, procurement and social development. One promising
development has been the increased proportion of fiduciary and social safeguard work
done from field offices. About 80% of resettlement activity and of financial management

? A view confirmed by the FY01 Annual Review of Portfolio Performance
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oversight over nearly 80% of the portfolio are now done by field-based staff. Not only
are auditing and accounting obligations being met in a more timely fashion, but country
office based Bank staff are increasingly helping build local capacity on financial
management and social protection.

F. Borrower Costs are Rising and Sources of Trust Funds are not Expanding

26.

27.

28.

It has proven difficult to extract reliable and totally consistent cost data especially on the
client side. Projects are unique and country circumstances vary widely. Bank and
borrower MIS systems typically do not track costs for application of these policies. The
task force has made its best possible estimates from a sample of operations, but these are
presented as a range because the task force believes that the estimates are useful if treated
only as orders of magnitude rather than definitive amounts, to guide strategic discussions.

Table 2: Estimated Client Costs ($ Million)

Estimated Annual Costs to Countries of Bank Costs of Policies | Incremental
Safeguard and Fiduciary Policies Costs (%)
1. Social Safeguards, Resettlement, Indigenous 2535 40-60
Peoples, Cultural Resources
2. Environmental Safeguards 15-25 30-40
3. Procurement 22-40 30-35
4. Financial — Audits, Duplicate Systems 55-110 60-70
5. Disclosure Requirements 1-5 78
TOTAL 118-215 50-60

Source: Approximate costs estimated by Bank staff based on a typology of operations and estimated costs
of typical EAs, EMPs, IADPs, social assessments etc; and from available client cost data sheets.

The most significant costs relate to meeting the Bank’s fiduciary requirements, including
procurement units in PIUs and audit requirements (some 6000 annually), and the
potential cost of developing new financial management and reporting systems to meet the
LACI standard (up to $12 million annually). Procurement and financial management
requirements apply to virtually all operations, whereas environmental assessments take
place on about 50 percent of investment operations and resettlement on about 25 percent.

Not all of these costs are incremental. Borrowers have normal procurement and audit
requirements, often require mitigation of environmental impacts and some forms of
compensation for social impacts. However, Bank requirements are often more stringent
and consequently more expensive. The Task Force estimates that Bank procurement
requirements add about 30-35% to borrower’s normal costs, while social and
environmental standards add perhaps 40-60% to normal borrower costs and meeting the
Bank’s financial reporting requirements would be up to 60-70% more costly. In addition,
Bank guidelines require that the standards of these policies apply to all project
components whether or not the Bank funds them. Compliance with this extended
requirement adds substantially to borrower costs. While these costs are judged to produce
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commensurate benefits, there are mechanisms to reduce them, and these need to be
pursued.

29.  The costs of project preparation activities, including environmental assessments and
resettlement action plans, have traditionally been funded by the PHRD Grant Facility or
Project Preparation Facility (especially for IDA borrowers). PHRD commitments have
diminished significantly in the recent past (see Chart IX) and will impact disbursement in
the next few years. Borrowers will need to find alternative sources to help them meet the
Bank’s safeguard requirements.

‘ CHART VIIl: PHRD Trust Funds
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G. Other MDBs Have Fewer Safeguard Requirements

30.  The Bank has the more favorable lending terms of the five Multilateral Development
Banks (MDBs). At the same time, Bank safeguard and financial requirements and other
business practices tend to be more comprehensive, more stringent and more consistently
enforced and are perceived by clients to add costs. The table below compares the number
of Bank safeguard policies to those of the other four multilateral development banks. (It
should be noted that some MDBs combine several of these policies under the
environmental assessment process, and others have safeguard policies where the World
Bank does not, such as treatment of nuclear waste).

Table 3: Bank and Other MDB Policies

Safeguard Area AfDB AsDB EBRD IDB IBRD/IDA
Environmental Assessment Guideline | Policy Policy Guideline Policy
Forestry Policy Policy NR' Policy Policy
Involuntary Resettlement NR Policy NR Policy Policy
Indigenous Peoples Policy Policy NR Guideline Policy
International Waterways NR NR NR NR Policy
Dam Safety Guideline | Guideline NR NR Policy
Natural Habitats NR Guideline NR NR Policy
Pest Management Guideline | NR NR NR Policy
Cultural Resources Guideline | Guideline NR NR OPN
Projects in Disputed Areas NR NR NR NR Policy

NR - No Requirement; OPN — Operational Policy Note; being converted into policy

31.  Efforts are being made to “harmonize” policies among the development institutions. The
MDBs have drafted standardized bidding documents for procurement of goods and
agreed in principle on documents for civil works and consultants. The general approach
to basic financial management, environment and some social policies are broadly
comparable among MDBs but important details and rigor of enforcement vary.

10



32.  However, there are also some major differences. The Bank has generally the most
demanding requirement in most of its policies on consultation with affected peoples and
on disclosure of information. The Bank’s requirements on involuntary resettlement,
particularly compensation levels and the treatment of “squatters,” is also often more
demanding than other donor policies. The financial reporting obligations for PMR-based
disbursements under LACI require information systems not found in many industrial
countries.

33.  Another significant difference is the degree of supervision the policy requirements
receive during implementation. Comparing the numbers of staff in other MDBs dealing
with the environment and social protection leads to the inevitable conclusion that World
Bank oversight is significantly more intensive. (One Bank has only three staff working on
the environment). As the Table 3 above indicates, not only do the other MDBs have
fewer policies overall, they have greater flexibility in interpretation where there are
“guidelines” rather than formally adopted policies.

H. The Effect on Lending ‘ | CHART IX: IBRD/IDA Lending |

resulting from the global financial crisis, the Bank’s new
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34.  Apart from the exceptional circumstances of FY98 and FY99 ‘ 32
|

35.  There has been a significant shift in IBRD lending for infrastructure over the past five
years. Lending for electric energy and power has dropped from an average of about $2
billion in the mid ‘90s to about $750 million over the past three years. Transportation
lending fell by an average of 28% in the same period. And lending for water and
sanitation has declined by 25%. On the other hand, IDA lending has increased or declined
much less (See Charts X and XI). During this time, the access of Middle Income
Countries to private financing of infrastructure has increased. At the same time, the
number of projects in PSI subject to environmental assessment has grown over the same
period from less than half of all projects to almost 60%. In terms of delays leading to
slippage which has been a key concern of clients, the PSI sector in FYO01 had the highest
slippage rate (50%) compared to 20% for the overall pipeline. Nevertheless, clients
broadly supported the application of the EA process on Bank-financed projects, while
providing strong indications that the manner in which these requirements were imposed
had often reduced their inclination to borrow from the Bank for the more traditional types
of projects—roads, water and sanitation, and power generation (See Para 57¢)
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Chart X: Average IBRD Commitments in PSI
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37.

The changing composition of Bank lending, among sectors and between “programmatic”
and investment lending may or may not be influenced by borrowers’ attitudes toward
safeguard, procurement and financial management policies. There are many factors at
work, including better access to altemative sources of finance and a strategic shift in
Bank priorities to increase support for social sectors. The task force sees some risks
which the Bank needs to take note of. The Bank’s comparative advantage comes from its
unique global perspective and its experience in virtually every aspect of the development
process. It is what makes the Bank the preeminent “knowledge institution.” This in-
depth knowledge comes from sustained, long-term engagement with partner institutions
which is typically in our investment operations. For the Bank to withdraw—or be
excluded-de facto—from certain core development activities such as urban development,
electric power, natural resource management or dams, particularly because of borrower
frustrations over the application of policies whose objectives they support, carries with it
serious, and unnecessary, risks. There is a risk that the benefits of these policies will not
be realized on the one hand, and that the Bank will be less able to support and influence
the development agenda on the other. There is a risk that the Bank will be seen as the
preferred donor only for the most complex and risky operations, which, in turn, could
influence the overall quality of the Bank’s portfolio. Actions need to be taken to reduce
delays, help countries develop stronger systems for fiduciary and safeguard policy and
pursue policy harmonization with other sources of finance. As indicated in Chapter 1V,
the lessons of experience in the application of these policies and the clarity of the
message from the clients, offer guidance on the road ahead.

II. Recent Actions Taken

To begin the process of reducing transaction costs and increasing the benefits in the
application of these policies, internal actions have been initiated since the taskforce
started its work in July 2000. These actions provide for (i) clarification, simplification
and integration of Bank policies, processes and procedures, (ii) strengthening of internal
process and capacity within the Bank (iii) ensuring adequate resources to front line
operations.
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A. Clarify/ Rationalize Current Policies

38.

39.

40.

‘Establishing and applying policies that promote sustainable development is one of the

Bank’s most valuable and powerful contributions to the development process. By setting
demanding but realistic expectations, the Bank assists countries in raising their own
standards. But if Bank-mandated policies are too ambitious or too far ahead of generally
accepted norms, they may lead to a diminished impact. As several borrowers noted
during the consultations, adopting in a narrow project context standards that may
significantly exceed national requirements or financial and institutional capacity is not
sustainable development.

A review of the Bank’s policy development/revision process by the task force suggested
that this process needs to be guided by several principles that were very helpful in some
of the recent policy revision exercises:

e Fundamental goals and binding processes should be spelled out clearly and
separated from desirable procedures and good practices;

e Policies should have the flexibility for specific solutions to match specific client
situations and types of operations, while achieving basic goals;

e Role of Bank and obligations of Borrowers should be distinguished;

e Policies should be developed in full consultation with all relevant stakeholders;
especially borrowers and other multilateral lending institutions and should be
tested for feasibility before formal adoption;

o The costs of new or revised policies to the Bank and the Borrower should be
estimated and fully budgeted;

e Policy development process within the Bank should be more client-oriented and
involving more input from operational leaders;

e Policies on safeguards and fiduciary management should be oriented toward
building institutional capacity of the borrower; and

o Safeguard policies should be melded into an integrated framework combining, for
example, policies on natural habitats, forestry, pest management and physical
cultural property into an integrated environmental assessment process, now well
mainstreamed by most borrowers.

Financial Reporting: The Bank’s project based financial reporting requirements have
always been demanding and have become excessively so as old approaches have been
appended to new situations. The Bank’s audit system 1s fragmented: on average, every
project requires four annual audit reports including those for Statements of Expenditures
(SOEs) and Trust Funds (TFs) and for various project entities. The LACI initiative
introduced new systems of financial management, reporting and disbursements, that
required borrowers to invest in new financial and MIS systems. The real benefits that
have come with the LACI initiative in terms of assessing borrower financial capacity and
helping to build greater competence has often been lost in the acrimony over LACI
reporting formats and other subsidiary preoccupations. In the past three years, only 5% of
new projects have been certified as LACI-compliant for disbursements against an
expectation of 60%.
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41.

42.

43,

44.

The Financial Management Board has completed a review of the LACI system and
initiated work on the audit system. The proposed changes in LACI would be rolled out in
the coming months and should result in significant savings to borrowers:

e Streamlined financial management assessments, with a more structured
approach to assessment of risk, carried out early in project processing;

e Reporting requirements that can either be PMR-based or based on the
project agencies’ own needs, subject to minimum requirements on
identifying sources and uses of funds;

e Disbursements can be made on either PMR-based reports or the
borrower’s own reports (subject to Bank approval); and

e Oversight within the Bank will be simplified with the elimination of
multiple clearances and vesting clear accountability for ensuring
compliance with Regional Financial Management Advisors.

A review of the current audit system has also been launched by the FM Board. It has
noted the fragmented nature of the Bank’s current requirements which results in
numerous audit reports covering small amounts of disbursed funds, considerable
duplication in efforts, and lack of timely completion. The FM Board is now focusing its
efforts on: (i) identifying some quick wins to improve the value/cost relationships, and
(i1) examining the feasibility of a risk-based and single audit approach to provide a higher
quality of fiduciary assurance while reducing cost of duplication, fragmentation and
delay.

Social Safeguards: The on-going conversion process for social safeguard policies aims to
reduce ambiguities in current policies, codify past Management decisions not reflected in
existing policy statements, incorporate key recommendations of OED and provide clear
guidance in areas where the policies may not have been fully complied with in the past.
The new draft of the resettlement policy OP/BP 4.12 also provides guidance on the
application of the policy in situations involving the two main triggers of the resettlement
policy — land taking, and restriction of access to parks and protected areas. These
clarifications are valuable assurances for project-affected peoples, but could also raise
Bank and client costs if interpreted in a narrow, normative and legalistic manner.

Economic rehabilitation is often a difficult, long-term process, which works well under
favorable macro-economic conditions. Income restoration measures need to be crafted
carefully for each situation. Often such skills do not exist in project implementing
agencies and hence, special local support is required (civic organization, micro-
enterprises, job training and recruiting agencies, etc.). Unlike Part I countries, markets in
many developing countries are inefficient, tenure rights not formally recognized and
property ownership records inadequate. With this view Bank policies favor non-cash
compensation in situations where the affected people do not have access to efficient
markets, which may increase the cost of implementing the policies in developing
countries. Thus, the long-term approach should promote a process-oriented framework
so that local consensus-based judgment is made to resolve project related social issues.
However the success of this approach depends on two factors: (1) adoption of better
policies by borrowers and strengthening of capacity to implement policies, and (ii)
flexibility and judgment by the Bank in interpreting these policies to fit specific contexts.
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45.

46.

47.

48.

The OP/BP 4.12 on Involuntary Resettlement is scheduled for Board consideration in
2001.

The other two social policies being converted from Operational Directives or Notes to
Operational Policies are Indigenous Peoples and Physical Cultural Resources. Both
policies take a process-oriented approach. The revisions to the cultural property policy
note builds on the experience with other policy changes. It seeks to harmonize Bank
policy with national policies, to initiate early consultation if not harmonization with
MDBs, and to use existing safeguard mechanisms, in particular Environmental
Assessment (EA). It may be the precursor to a longer-term effort to reintegrate several
separate policies such as Forestry, Natural Habitats, Pest Management and Dam Safety
within the umbrella of the EA process, with considerable savings, potentially, for the
Bank and the Borrower.

ESSD has completed and shared with operational staff a two page “safeguard policy
matrices” for each of the 10 safeguard policies. These matrices describe objectives,
policy triggers and compliance requirements at all stages of the cycle. Efforts are
underway to simplify safeguard requirements for LILs and CDD projects; these are
expected to be finalized in September 2001.

Procurement Policies. In the internal phase of this review, procurement policies were not
considered a major cost driver. Only two areas for action were identified: (1)
implementing more rigorously the current policy on thresholds for prior review by the
Bank in order to reduce client and Bank costs on reviewing transactions; and (i1)
reviewing and systematically adjusting above thresholds based on client capacity
assessments during appraisals and Country Procurement Assessment Review (CPARs).

Borrowers during consultations provided a stronger feedback on procurement policies
(See Para 57 e) and identified six areas in which the implementation of the procurement
policy should be reviewed: (1) Translating the results of the Country Procurement
Assessment Reviews (CPARs)” into explicit decisions for greater delegation of
responsibility to borrowers (ex-ante review limits, ex-post review frequency, use of NCB,
etc), (ii) honoring the delegation of authority to country agencies implied by these ex-ante
thresholds, (iii) reducing the multiple clearances on technical assistance procurement, (iv)
accelerating the pace of IT hardware and software procurement, and (vi) harmonizing
policies with other MDB and national procurement requirements, at the country level.
(See Para 60 for the Procurement Sector Board’s response)

B. Strengthen Internal Processes

49.

In safeguard areas, the Bank has initiated an action agenda which aims to ensure more
effective and efficient execution of the Bank’s safeguard policies, provide timely
authoritative interpretation in complex situations, apply common sense and cost effective
solutions based on sector wide knowledge and reduce delays in decisions making.
Improvements currently being implemented fall into four areas:

* An ongoing QAG review of about 20 CPARs, aims to help improve the effectiveness of this instrument.
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o Clearly defined accountabilities-including clarification of the roles of key players
in Regions, ESSD Anchor and Legal in normal risk and special risk operations
and establishment of standards for timely resolution of issues;

e The Quality Assurance and Compliance Unit (QACU) has been strengthened as a
"one stop" shop for providing authoritative advice on interpretation and
application of safeguard policies;

e A "safeguards help desk" has been established to address questions from
operational staff on the ten safeguard policies. The help desk, manned by a
coordinator, relies on safeguard policy specialists and their back-ups to address
specific queries; and

¢ An integrated safeguards data sheet has replaced the Environmental Data Sheet to
promote a balanced, upstream treatment of all safeguard policy issues. It will be
simultaneously viewed by the regional safeguard teams and QACU.

C. Ensure Adequate Resources for Bank to Honor its Commitments

50.

To meet fully fiduciary and safeguard oversight responsibilities, requires additional task
level budgets and staff resources. These were estimated in the internal phase and included
in the FY02 budget process. They included resources for increased lending and
supervision at the task level, especially for upstream safeguard work on high-risk
operations, staff training, client capacity assessments and capacity building as well as for
the Sector Boards to support timely policy interpretation. On the basis of these internal
phase estimates and the response from the Regions and Networks, FY02 budgets and
operational plans provide for the following:

Table 4: Planned FY02 Additional Resources to Implement Recommendations ($m)

Additional Resources for: | Recomm | AFR EAP ECA | MNA | LAC | SAR | ESSD | OCS | Total
ended
Increase

Lending and Supervision 22.8 7.6 5.0 29 0.1 4.7 1.5 n/a n/a 21.8
tasks
Capacity Building 4.0 1.1 0.4 0.9 0.3 0.3 1.0 0.8 4.8
Sector Board Anchors' 2.2 n/a n/a n/a n/a n/a n/a 1.2 0.7 1.9
Support for policy
interpretation, development
and monitoring

Total 29.0 8.7 5.4 3.8 0.4 5.0 2.5 2.0 0.7 28.5

Source: Regional and Network submissions based on current plans: 19 June 2001

51.

Safeguard Areas: Based on safeguard risk assessments of the pipeline and the portfolio,
it is expected that preparation and supervision budget for projects with safeguard issues
would be adequately funded. Specifically, full implementation of the current
Resettlement Policy is estimated to require an additional $2.5 million and the changes in
the revised policy are estimated to require another $1.0 million. Similarly, while
implementing, the current Indigenous Peoples Policy is expected to cost $3.3 million, the
revised policy, which calls for early consultation and mandatory social assessments in
situations involving adverse impacts on indigenous peoples, would require an additional
$1.0 million. (Incremental cost to Borrowers is expected to be $5.5 million). In the case
of the revised Cultural Resources policy, about $2.4 million will be needed to fully
comply with current policy and an additional $0.8 million to comply with the proposed
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52.

53.

54.

revisions, to support cultural assessments within the environmental assessment process
and improve project supervision. (Incremental cost to Borrowers are estimated at $5.8
million). The current portfolio of projects is being adequately supervised for projects
which have an environmental rating of “A”, and the additional resources would allow
better supervision of “B” projects which was seen as less satisfactory in recent QAG
reviews.

Fiduciary Areas: The Procurement Sector Board would undertake the review of the
feedback from clients and recent developments in international public procurement.
Based on a risk assessment of the pipeline and the portfolio that the FM Board is
expected to undertake in FY02, it is expected these resources would lead to additional
work in the area of financial management (costing about $4 million) for:

(i) Better compliance with present policies, especially oversight over estimated 4000
Trust Funds; and
(11) More complete follow-up on project audits.

Staff/Manager Training: In the complex area of safeguard and fiduciary policies,
especially when the Bank is expected to provide leadership, the need for staff and
management training is constant and large. Training of staff in safeguards is expected to
be expanded from the current level of about $2.0 million a year to about $3.0 million.
Programs of training targeted at managers, and focusing on institutionalizing safeguards
in sectoral and country strategy are planned. Training in procurement would need to
focus on institutional analysis and building national systems with a special attention to
field based staff and on the needs of specialized sectors. FM training needs are also
changing, away from a focus on the mechanics of PMR based disbursements to the needs
of national financial system development.

Regions: Enhanced task budgets would be translated into increased fiduciary and
safeguard work based on pipeline and portfolio risk assessments, to ensure that
incremental efforts and resources are targeted where most needed. Included in this would
be to move upstream more of the safeguard work on high risk operations. As indicated in
the Box below, early attention to social and environmental risks can reduce project costs
and uncertainties.

Box 3: Early Prevention is Better than Later Cure

Anticipating potential problems and mitigating the risk through better project design or site selection is
very cost-effective but all-too-seldom done in Bank-financed projects. Encountering an archeological site

in the course of construction where there had been no prior assessment or investigation can have

catastrophic consequences on project implementation. Using environmental assessments to rationalize
decisions already made rather than illuminate choices reduces their potential value in saving the client
money, time and “hassle”. Leaving critical safeguard issues unresolved until late in a project cycle can

result in major confrontation and loss.

A typical example reviewed by the Task Force was a dam financed by the Bank and constructed and

commissioned without new water withdrawal rights having been agreed. To comply with existing water
rights, the power authority would have to reduce generation dramatically with a direct loss of $20 million
annually in revenue and an indirect loss to the economy estimated at $200 million. Moreover, unique
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animal and plant species will now require costly measures to ensure survival now that the project is
operating. Risks to the borrower are high given its commitments under the Convention on Biological
Diversity and to the Bank and its commitment in the Natural Habitats policy to help preserve critical
ccosystems. An early assessment of the risks and potential impacts would have included options for
different sites. A little money spent early in the project cycle would have saved millions of dollars later.

55.

56.

57.

III. Client Consultation Phase’

Following informal discussions with the Board, client consultations were organized in 10
select countries identified by the Regions. Country Offices played a major role in
setting-up these consultations. Country participants ranged from 20-50 and typically
included three groups of officials: those who worked directly with Bank-financed
projects, others in the national regulatory agencies and those who are designated Bank
counterpart ministries/agencies. Typically, the format involved an introduction by the
CD/Country manager and a plenary discussion of the key 1initial findings of the internal
work, a plenary or more often, small group discussions of fiduciary and safeguard
policies, a report back to the plenary followed by discussions of the way forward.

In general, all the borrowers felt that their relationship with the Bank has had a
significantly positive impact on their countries’ development experience. In relation to
the overall relationship, clients who participated went out of their way to emphasize:

(1) their appreciation for the Banks’ effort to bring to bear a simultaneous depth in
terms of country context and breadth in terms of the relevant cross-country
sectoral knowledge;

(11) the value they attach to the perceived objectivity of the Bank’s advice;

(iii) the importance they attach to continuity and sustained association with the
Bank achieved over the period of implementing projects; and

(1v) the concern they feel that the Bank’s increased emphasis on supporting

adjustment and budget support operations will come at the cost of sustained
association at the sectoral level.

In relation to the Bank fiduciary and safeguard policies, as emerged in the internal phase,
the Bank’s relationship with its borrowers is complex and often combines appreciation
and frustration at the same time. The overall feedback from the consultations with ten
borrowers reflects this mix. The primary messages from these client consultations are:

Overall, the Bank’s fiduciary and safeguard policies are judged to be of considerable
and demonstrated value, fully consistent with national goals and objectives and
commitment to them is universal. The Bank’s policies have generally helped raise
standards and ensured adequate attention to the protection of the biophysical and social
environment and to transparent public procurement and financial management. There
appears to be a clear commitment among borrowers, regardless of their level of income

* Consultations held during April-May 2001 in Argentina, Brazil, China, India, Mozambique, Philippines, Romania,
Russia, Tanzania and Yemen.
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or state of institutional development, to work toward adoption of international good
practice in application of these policies.

Box 4: Client Examples of Positive Qutcomes of Policy Implementation

Procurement

Philippines. Bank’s insistence on ICB process resulted in a 60% reduction in cost and
higher quality of books.

Argentina. In the absence of harmonization among provinces and at the national level,
Bank’s policies provide a much needed common operating framework which contributes
10 transparency, reduced conflicts and faster decision making; and a price advantage of
10-20% due to Bank procedures and assured financing.

China. Numerous examples of Bank procedures leading to significant cost savings (50-
60%) over traditional methods.

India. Bank procurement guidelines have often saved money, estimated to be about 10%
in some specific cases.

Tanzania. Processes developed for IDA financed projects voluntarily extended to apply
to entire sector, resulting in lower cost and avoidance of later delays due to post-award
conflicts.

Financial Management

Yemen. Inthe absence of a national financial management system, the Bank’s LACI
framework provides a much-needed standard approach across all sectors for a transparent
and reliable system.

Argentina. Practices of the Bank and support under the CFAA have favorably impacted
the national approach to financial management, given a lack of full harmonization of
provincial and national systems. :

Romania. The Bank’s CFAA exercise is expected to help the government renew and
strengthen institutional capacity in a difficult but critical area.

Tanzania. The Bank’s capacity building effort with the Auditor General towards a single
institutional audit process will provide a high quality assurance to all donors.

Brazil. Despite its rigidity and limitations, LACI is being harmonized with Brazil's own
SIAFT system, because both support goals of transparency and efficiency.”

Social & Environment Safeguards

Argentina. Institutional capacity developed through Bank financed projects successfully
transferred to entire sectors. Public consultation under the EA process helped gain
ownership of the community and reduce cost of implementation of the roads program.
Brazil. In the PNMA I project: application of Bank policy led to a 50% cost reduction
by avoiding a change in the course of the river and instead constructing an “alleviation”
channel. :

India. The national highway authority has adopted the Bank’s approach to re-settlement
in its entire national program, even though it is not financed by the Bank.

Tanzania. EAs and beneficiary assessment done for the water sector operation have
helped develop better design standards and better tariff policies, more in tune with
beneficiaries’ ability to pay.

Philippines. For the first time in its history, the Philippines has provided for a special
treatment of indigenous people, because of Bank policies, in the Subic Bay project. _J

(b) Clients recognize and wish to reduce the increased administrative costs to
them associated with these policies, but are much more concerned about the cost of
delays associated with the way the Bank does business in these policy areas. During the
consultation process, some borrowers provided data to support their view that the
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estimates by the task force of client cost (See Para 26) underestimated the real client costs
of these policies. Moreover, all borrowers indicated that the most significant cost of
doing business with the Bank——cost of delay in launching and implementing projects had
never been explicitly estimated. Examples were cited of the loss of an entire construction
season because the Bank could not decide on policy interpretations. Procurement delays
were mentioned consistently—IT equipment that was obsolete on arrival and multiple
reviews at various stages of small consulting contracts. Most borrowers said they shared
part of the responsibilities for delay and they were willing to bear the reasonable
incremental costs of these policies where they clearly improved the cost-effectiveness of
a project. However, they sought action to reduce the costs of avoidable delay resulting
from the Bank’s inefficiency in making decisions and higher level of risk-aversion.
Clients believe there is scope for reducing the costs of these policies through a sharper
focus on fundamental goals, more timely and consistent policy interpretation and greater
consistency in policy application with national standards and among donors. There is also
room for enhancing the benefits of these policies by building national capacity and
shifting the focus of application of these policies, over time, from individual projects to
entire sectors and sub-regions. (See Section (h) below)

Box 5: Time is Money

The Bank's work with the private sector shows an apprematlon of the value of time. The private sector is
willing to spend money up-front to save time and reduce costs in ways the public sector--and often the
Bank--are not. The pnva.te sponsors of the Bolivia-Brazil Gas Pipeline Project invested significant
resources up-stream in environmental and social assessments to help build a constituency for the project,
ensure good project design and lower the chances of implementation delays. In India, the Infrastructure
Lending and Financial Services Project built into the project a mechanism to help sub-borrowers carry out
environmental and social assessments and mitigation plans for their investments. The sub-borrowers
accept the value of doing the right thing at the outset rather than facing serious problems later that could
affect future revenue streams. They are willing to pay attention to, and pay for, safeguard processes and
mitigation strategies upfront.

By contrast, the Bank’s work with the public sector often seems indifferent to the time value of money.
One project included funds to purchase computer hardware and software at an estimated cost of $1
million. The initial bidding resulted in no acceptable bids. The specifications were subsequently found to
have been unacceptable and, after some delay, were revised. ' A second round of bidding was initiated.
The cost estimate had increased to $1.5 million. The lowest evaluated biddér was selected. However, the
Bank under a prior review requirement found a mistake in the process. Although was not expected to
have an impact on the outcome of the bidding, the Bank insisted on a third round of bidding. The
borrower refused and found other sources of funds. Result elapsed time: four years and significant
borrower costs,

In a second case, during the preparation phase of an urban transport project the social scientist on the task
team took the view that the indigenous people’s policy should not be applied given that the affected
minorities by the project had migrated to urban areas and the project does not make them vulnerable to
group-specific impacts. However, the Legal Department noted that since the affected minorities are
indigenous peoples as defined in and for the intent of the OD 4.20, irrespective of their place of residence,
the OD applies. Although the task team broadened resettlement related consultation and social
assessment, the internal debate continued even after the negotiations. The Bank took over six months to
build consensus between legal, social scientists, operations staff and management to reach a decision that
the affected people are identified as “indigenous peoples™ but they are not the intended target of OD4.20
in light of the changed economic and cultural pattern of their living.
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In a third case, a power transmission project in a country facing an acute energy crisis, was held up almost
a year over disagreement on compensation approach — whether cash payments or restoration of incomes
for resettlement. In the absence of an effective process to ensure timely decision on issues, the clients felt
that ends were becoming sub-ordinate to the means.

(c) These policies have not affected the overall volume of Bank/IDA lending
but may be impacting sectoral compeosition. This is partly because of
recent policy to emphasize new sectors such as human development.
Country-specific situations such as exposure limits, portfolio quality,
availability of IDA and other factors are more important to overall
borrowing. However, there is evidence especially among IBRD clients, that
the composition of lending has been impacted. In some traditional sectors,
such as energy, transportation and water resources, the Bank is seen by our
clients to be a less preferred source of financing. Turning from the Bank for
funding of infrastructure, is at least partly due to the desire to avoid the
complexities of resettlement, indigenous peoples, environmental assessment
and other safeguard policies. The same participants indicated that these
questions get less attention in the Bank’s absence (and are also less costly
and time consuming). The Bank may be genuinely becoming a lender of last
resort, but for perhaps the wrong reasons. (See Para 35 also)

Stated Order of Lender Preference for Insfrastructure
IDA Eligible Clients IBRD Clients
No Preference indicated Commercial Sources
Bilateral Donors
Other MDBs
IBRD

(d) Most clients sense that the Bank is loosing its ability to make balanced,
context-specific judgments in favor of a risk-averse, rule-book approach
to avoid criticism. Many clients noted the changes within the Bank, that has
manifested themselves in many different forms including: (i) multiple
channels (team leaders, policy enforcers and legal staff) communicating
directly with borrowers, (i1) inconsistent and sometimes conflicting
application of policies, (ii1) delays in decision-making and multiple
clearances. The participants noted that differing country circumstances and
capacities were less and less respected, with a tendency for seeking
“perfection” on every aspect of a project, regardless of reality or cost. They
also felt a reduced managerial engagement in promoting balanced decision-
making among competing goals. They sensed that there is a new internal
culture or standard where pursuit of best practice in every dimension has
become the minimum requirement, and the quality of an operation is
measured by its “compliance” with QAG, OED or Inspection Panel
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(e)

assessments rather than its sustainability on the ground in actual client
conditions.

Clients’ major concerns were more about procurement and financial
management, since these affect all operations. Procurement issues were more
prominent than during the internal Bank review phase, while environment was
less prominent.

@) Procurement. Procurement was the single-most hotly discussed issue.
Perhaps it was because procurement occurs in almost all projects and is inherently
time-consuming and expensive. It is a continuous process unlike audits (an annual
event) or environmental assessment (a single event). However, there were many
examples where the bank’s Guidelines for Procurement were said to be
inappropriate or their interpretation by the Bank to be extremely rigid, leading to
neither efficiency nor effectiveness in procuring goods and services. Principal
concerns were: inflexibility in applying the official guidelines, low value-added
multiple reviews and “no-objections” for procuring technical assistance, TL
“encroachment” below the agreed ex-ante thresholds, inappropriate requirements
for procuring IT hardware and software, and the failure to treat more successful
and experienced institutions with a lighter hand.

(ii)  Financial Management. While clients support the basic goals of
financial management policies and the concepts behind the LACI program, their
views about the infeasibility of the PMR-based disbursement process were fairly
uniform and loud. However in countries at the two extremes of institutional
development (i.e. having no national FM systems and having good national FM
systems) implementation was more relatively successful. Clients all agreed that
reducing multiplicity of project audits and harmonizing audit and financial
reporting requirements among national authorities, other donors and the Bank
would achieve considerable savings without reducing the quality of fiduciary
assurance.

(iii)  Safeguards. Bank safeguard policy objectives were applauded and were
said to conform to most country requirements in principle. Several had been
adopted on a national basis. The principal disagreements came over involuntary
resettlement, primarily the treatment of “squatters,” the levels of compensation
and multiplicity of compensation regimes, and the Bank’s reluctance to accept
cash compensation instead of income restoration measures. Indigenous Peoples
policy concerns were primarily about the definition of the target groups and
applicability of the policy in urban settings. Dam Safety was mentioned in one
country (raising concerns about its link to the World Commission on Dams

- recommendations) and Physical Cultural Resources in another (urging the

Bank’s full attention to this question in its risk analysis). Environmental policies
came in for least commentary, reflecting perhaps the internalization of
environmental assessments and less “normative” content of the Bank policy than
in some social safeguards.
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@ “Harmonization” should be pursued primarily at the country level, especially
the convergence among national and sub-national policies with those of the MDBs.
The major conflict between donors and borrowers comes when national laws, regulations
and standards differ from external funder requirements. Implementation will be faster
and less costly and sustainable impact will be greater when these differences disappear,
and national standards conform to good international practice. The three principal
messages from the consultations:

(i) In countries with federal structures, there is as much of a challenge to help
harmonize policies and standards among states and provinces as between national
and international standards;

(1) Harmonization of MDB requirements at the country level and managed by
the country itself seems to have yielded considerable success, because differences
are fewer; and,

(ii1) The Bank should focus its efforts increasingly on helping individual
countries enhance their overall capacity to apply these policies to all development
activity.

(® A new Bank commitment to building national capacity was sought. There
was a strong consensus that the ultimate safeguard is to have borrowers with the
determination and capacity to apply these policies in all their development endeavors, not
just on Bank-financed projects. In lieu of traditional TA and Bank studies, borrowers
want the Bank and development partners to progressively rely more on strengthened
national and sub-national institutions to apply these policies or aspects thereof, based on
their demonstrated capacity. Borrowers urged the Bank to move beyond the PIU model
supported by costly TA, and to engage systematically in building mainline national
institutional capacity and progressively devolve responsibility and accountability to those
who demonstrate their ability to apply the policies effectively. This would involve a
systematic assessment of current capacity, efforts to build competence over time, and
evaluation of experience leading to increasing delegation of authority for various aspects
of policy implementation. Borrowers were aware that CPARs/CFAA’s instruments are
being increasingly deployed in fiduciary areas to assess capacity, but did not yet see
support for capacity building nor increased delegation to their institutions as foreseen in
these instruments. Similar instruments and efforts in the safeguard area were not known.

(h) Clients support further innovation in policy implementation to increase their
value and reduce the costs. In the internal phase of this work, many examples were
highlighted of team leaders creatively extending the impact of the current policies by
working at the sector-wide level, by strengthening national institutions and by delegating
aspects of policy implementation to them (See Box 10). Clients in the 10 country sample
were not always aware of these innovations. Borrowers argued that the Bank’s medium
term strategy should be to refocus the efforts on safeguards and fiduciary management so
that borrowers exercise principal responsibility for implementation of due diligence and
compliance, while the Bank focuses on the sharing of knowledge about effective
practices among clients and monitoring the achievement of policy goals. The current
safeguard policy framework, built on the “ring-fenced” investment project model, was
not seen as designed for these type of sector-wide programmatic lending activities. There
was a sense that continued innovation to meet these emerging activities needs to be
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accelerated. Over the medium term, a strengthened policy framework would need to
codify the role of the Bark, to (i) help build country capacity, (ii) more clearly define,
and differentiate, the Bank’s due diligence responsibilities and the Borrower’s
implementation responsibilities; and (iii) harmonize national and donor standards over
time to agreed international good practice.

IV. The Way Forward
A. Respond to Client Feedback

58.  Most clients took the consultation process very seriously, and many have continued to be
engaged following the process with additional details and ideas. Management is also
taking this feedback seriously, keeping in mind its commitment to full compliance with
current policies and to being cost effective. Some Sector Boards had started taking action
as early as the first internal phase of the work, others have become more engaged since
the client feedback. The Safeguard Sector Boards had launched a strengthening of the
internal system to ensure consistency and faster decision making. They are equally
committed to take up the recent client feedback. (See Box 6 below)
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Table 5: Resettlement Policy Issues Raised During Client Consultations

Issue Raised

Is the issue related to the
policy statement or its
application in specific
cases?

Range of successful approaches
used in WB-financed projects
to address the issue,

How does WB policy and
practice compare with the
approaches of other MDBs?

How is the issue handled in Part
I Countries?

1. Compensation of
“squatters”.

Policy issue. Clearly stated
in the policy.

Wide range in actual practice.
Pragmatic solutions are found
based on specific circumstances.
Good practices have been
documented.

Similar treatment of squatters
in most MDB policies. Lack
of comprehensive information
on the range of practice in
other MDBs.

Much better protection of and
much less pressure on public lands.
Therefore, rarely an issue.
However, if squatting takes place,
practice related to providing
assistance is variable.

2. Different
compensation regimes
in same geographical
area (i.e., between WB,
Borrower, and other
MDB financed
projects).

Policy issue. Bank requires
compensation at
replacement cost. Others
may calculate the
compensation payable in
different ways.

Replacement cost is determined
based on valuation carried out by
responsible government agencies.
Independent valuators not used.

Similar to the World Bank’s
requirement on replacement
cost.

Compensation is calculated at the
replacement cost of affected asset,
which is usually negotiated and
calculated by professional
valuators.

3. Requirement to go
beyond cash
compensation to
restoration of incomes.

Policy issue. This has been
a key objective of the policy
for the past eleven years.

Wide range depending on the
specific circumstances. In
countries where markets are
functioning well (e.g. Korea,
Thailand), cash compensation by
itself helps achieve the objective of
income restoration.

MDB policies also require
income restoration. Wide
range in actual practice,
depending on the specific
circumstances.

Due to efficient markets, payment
of compensation at replacement
value results in income restoration.
Implicit assumption about income
restoration in the compensation
regime.
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59.  The Financial Management Sector Board, in addition to actions on reforming LACIL is
actively engaged in reviewing the audit system for options available to enhance the level
of fiduciary assurance while at the same time reducing its cost. (See Paras 40-41)

60.  The Procurement Sector Board has developed a set of proposed actions to respond to
client concerns, noting that it is not in a position to follow through on all dimensions
without significant support from RVPs. The support of RVPs is critically needed in the
arca of developing and implementing models of cost-effective delegation of functions
and authority in the area of procurement to Country Offices. The procurement Board has
also analyzed the key differences among MDBs that may be contributing to increased
client costs (Attachment IIT). These will form the basis of further work on harmonization.

61. Regions have welcomed the systematic feedback from their clients as part of a Bank-
wide process. They have made particular note of;

(1) The sharper articulation of client concerns regarding procurement and the call for
greater decentralization;

(i1) The clearer messages from IBRD clients regarding the impact of application of
safeguard policies on the PSI sector; and

(1) Client views of the high cost of delays when combined with perceptions of
increased risk aversion.
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In addition to strengthening pipeline risk assessments and targeted upstream support (See
Para 50 also), regions plan to enhance managerial support to team leaders to make
balanced judgements, review regional processes to ensure timely attention to complex
cases, and to enhance recognition to those staff who transparently manage risk and help
clients produce high impacts. Regions strongly endorse a more vigorous implementation
of the concept of building capacity by building on client capacity, and gradually
delegating aspects of policy implementation to those client institutions that demonstrate
capacity. This needs to be done systematically, as an orderly process based on progress
made under agreed action programs. Regions plan to intensify these programs as much as
possible and support them, as appropriate, through sector/country wide operations.
Regions also take seriously the feedback on increased rule book mentality among staff,
and beyond managerial support, they believe that role of institutional signals generated
for example through internal audits and evaluations needs to be re-assessed.

B. Build Client Capacity by Building on Capacity to Enhance Benefits

62.  All ten borrowers interviewed during the consultation process endorsed the principles and
objectives of the Bank’s safeguard and fiduciary policies. They felt strongly that
ultimately, the commitment and capacity of borrowers to implement these policies will
determine their effectiveness. Borrowers conceded that their capacity to apply these
policies effectively was often quite limited and had grown more slowly than the demands
of the policies. For example, many lack the requisite information systems to implement
LACI or the PMR-based disbursement mechanisms. As of February 2001, only 22
projects were using PMR-based disbursement mechanism, or 5 percent of all projects
approved since LACI was introduced, compared to a target of 60 percent of all projects.

63.  Many borrowers have limited capacity to undertake environmental, social or poverty
assessments (and typically entrust the task to foreign consultants to satisfy the Bank’s
requirements). Even in cases where borrower institutions have built capacity and applied
safeguard processes along the lines of Bank policies, a number of consultation
participants noted a continuing reluctance by the Bank to delegate any responsibility to,
or in some cases even to engage, national institutions and, consequently, to reduce costs
to clients.

64.  Bank Group lending for training to build local capacity has remained constant at about
$675 million per year, primarily to support specific project-related institutions. A few
IDA credits for TA to environmental institutions are also under implementation. The
Bank’s experience in technical assistance lending has been disappointing. Countries are
increasingly reluctant to borrow for capacity building. The principal reasons for failure
are lack of borrower commitment, inadequate time allowed to bring about changes,
inadequate professional expertise guiding the process and lack of perseverance. There
has been some support to strengthen sector-wide or country-wide training for
procurement management and financial management, such as in the Philippines, but
client capacity building support in safeguard areas has been very modest. The Bank has
also provided grant funding through the Institutional Development Fund (IDF), but
overall such support has been inadequate both in volume and in scope. Over the last 7
years, the IDF has financed $22 million mainly for strengthening fiduciary systems.
World Bank Institute (WBI) conducts almost no training of member country specialists in
safeguard policies in environment and social development or financial management.
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65.

Further innovations, under current policies, are possible. It is time to consider alternative
approaches to capacity building. Rather than building technical assistance primarily into
investment projects alone, capacity building for fiduciary and safeguard management
needs to become a program fully driven by and integrated into country assistance
strategies. The Bank would collaborate with other donors to carry out country
assessments, and design and delivery of capacity building program. The capacity
building program would be phased in time and in scope. The Bank in turn would
increase its focus on monitoring the ex-post results and achievements of policy goals with
the explicit purpose of delegating responsibility for policy implementation increasingly to
client agencies that meet the requisite standards. The process of delegation would
consist of four principal elements:

¢ Country capacity assessment—expanding current assessments for procurement
(CPARs) and financial management (CFAAs), and initiating similar assessments of
safeguard capacity;

¢ Capacity building—initiating a pilot program for capacity building based on the
assessments;

o Delegation—Entrusting greater responsibility and accountability over time to
client agencies for specific aspects of policy implementation, based on
demonstrated competence, under gradually diminishing Bank supervision; and

e Monitoring and evaluation—Monitoring the actual achievement of policy goals
and client performance periodically against the agreed standards.
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Box 9: Alternative Approach to Capacity Building

The ultimate objective of development is to ensure countries have the capacity to manage their own
development agenda effectively and efficiently. And yet the Bank’s experience with capacity building
has not been encouraging. Its high reliance on technical assistance and “ring-fenced” project units has not
been replicable. The Task Force found several examples of Bank interventions which have taken a
different approach and been more successful in helping clients build strong institutional capacity on
safeguards and fiduciary management.

In Poland, for example, the Bank’s ten-year involvement with other donors has helped create a national
environmental agency that is capable of helping the country meet standards for accession to the European
Union. InIndia, the Bank has worked systematically at the national, state and local level to help-develop
capacity for managing involuntary resettlement and finding local solutions to complex problems. It is
increasingly relying on these institutions for policy implementation.

In West Africa, the Bank is participating in a multi-year, multi-donor effort to reform and harmonize
public procurement practices in the eight countries of the West African Economic and Monetary Union.
In Indonesia, the Cirata Hydroelectric Power Project is the latest in a series of projects where the Bank
has helped the power utility build a first-rate environmental management function capable of independent
oversight and.control. which the Bank increasingly relies upon.

To move from a project-specific orientation to sector-wide approaches to safeguard and fiduciary
management, would produce major benefits. Such a process would assess a country’s capacity in key
sectors to carry out public procurement, financial reporting or environmental protection, in accordance
with Bank agreed goals and standards. Borrowers would increasingly use their own national systems
rather than Bank-specified requirements where they had demonstrated full capacity. Newer operations
(such as Eritrea for environmental protection) are carrying the concept further.

C. Scale-up Development Impact of Current Policies Through Continued Innovation

66.  Several borrowers urged the Bank to strengthen a process that would systematically help
raise the overall national standards commensurate with their own capacity and financial
means. This ultimately would result in the broader application of good safeguard and
fiduciary practices, and significantly increase their benefits. The major challenge is to
increase the development impact and cost-effectiveness of these policies by moving
beyond safeguarding the expenditures associated with Bank financing, to supporting
systemic improvements in Borrowers’ institutions. Some current Bank policies, such as
procurement and environment, recognize this potential. The EA policy promotes the use
of strategic sector wide environmental assessments, and the procurement policy calls for
review of ex-ante review limits based on client demonstrated capacity and assessment
through CPARs which enhance the impact and thus the benefit/cost relationship of these
policies. Under current policies, many innovations have taken place (See Box 10 below).
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Box 10: The Importance of Being Macro: A Country/Sector Focus Works Better

Case studies provide evidence of the value of moving beyond “ring-fenced” implementation of safeguard
and fiduciary policies to a country or sector level, to achieve a wider and more durable impact.

The India Infrastructure Lending and Financial Services Project adopted an umbrella policy
framework consistent with Bank requirements and created capacity to design and monitor safeguard
activities within the project. This minimized the need for Bank involvement in every investment financed
by the project. The Bank no longer carries out ex-ante reviews of EAPs and RAPs but relies on ex-post
audits. The impact of Bank support is enhanced since the framework now applies to all activities in the
sub-sector. In UP Transport Project, the Government has adopted a resettlement policy that not only
applies to the Bank financed project but extends it to all road sector activities in the state enhancing the
impact of Bank assistance.

Bolivia: Education Reform Project. Bolivia CDF programs faced difficult issues in the procurement
area with little enthusiasm initially for the rigor of Bank’s procurement policies. However, serious work
to examine the national requirements against the benefits of applying Bank policies, led to the
development of a customized solution meeting the needs of the Bank and the client. The decentralized
procurement support system has proven useful, capacity building is taking place and counterparts find
value in using the agreed harmonized processes. The effort is expensive in terms of staff time and takes
time and patience but is considered by the CDF team to be of value because of its sector wide impact.

Bogota Urban Transport Project faced an initial resistance to the Bank’s resettlement policy, but the
Bogota Municipality was able to use the framework of the 1995 National Law which permitted
compensation for land acquisition at commercial rates to harmonize with the Bank’s policies. Thereafter
implementation proceeded smoothly and led the client to establish a systematic process and build capacity
to manage resettlement issues for all future infrastructure work in the municipality, significantly

enhancing the development impact of Bank’s support. The effort took time and patience but then had a
significant multiplier effect.

In AFR, the Bank is supporting a number of sector investment programs, with donors supporting the
Governments’ overall sector expenditure program. Assurance on the use of all donor funds comes from
the review of overall procurement and financial marzagement arrangements in these programs. The Bank’s
current policies do not allow full Bank participation in such arrangements, though the Bank is supporting
the overall sector-wide or national systems.

The CASs of the clients consulted include nearlyl5-40% of future lending in the form of operations
which are sector or state wide. In addition to the implementation challenges posed when working sector
wide, these operations also face a special challenge to effectively meet the Bank’s fiduciary and safeguard
requirements developed for ring-fenced operations. At the same time, these new styles operat;ons also
offer an opportunity to enhance the benefit/cost relationships of these policies. By engaging core national
fiduciary and safeguard institutions and working with mainline sector institutions and national processes.
the Bank can significantly help scale up the impact of these policies. However, not all cases of such
sector-wide operations are suited for or need to carry the additional burden of scaling-up safeguard
impacts. A judicious choice must be made.

67. The Bank should continue to innovate as it has done so far on assisting countries to apply
key principles and good practices in their overall development program. As innovation
continues, the current policies developed for ring-fenced projects which are not ideal for
sector-wide operations, would need to be modified to reflect the scaled-up vision, by
emphasizing the following:
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(1) an integrated approach, creating an umbrella safeguard process where the
environmental and social impacts are considered together rather than as separate
policies and processes;

(i)  partnership, where lending agencies and borrowers consider new policy
development in a harmonized fashion, consistent with good international and
national practice;

(iii)  a focus on goals, principles and processes, where the policies would articulate
fundamental goals and general principles to be honored and key processes for
ensuring their application and support;

(iv)  acountrywide or sectoral approach, where the emphasis will be on capacity
building for an entire country/sector; and

(v) an approach focused on upstream assessment and downstream monitoring,
where early assessment of risks and mitigation options and vigorous monitoring
of implementation activities complements well-engineered mitigation plans.

D. Adopt a Two-Pronged Approach to Policy Harmonization

68.

69.

70.

The consultation process generated two new perspectives and recommendations on
effective policy harmonization. First, there were several examples where harmonization
among donors had been very successful at the country or provincial level. The state of
Kerala in India indicated that it had taken the initiative and achieved a measure of success
to have all major donors—bilateral and multilateral—agree to common reporting and
auditing requirements for co-financed operations. In Brazil, where the national and
provincial systems are well harmonized, the national government has identified the three
areas where their procurement practices of the Bank and IDB differ. They believe that
working together at the country level to resolve these differences would be clearly easier
to harmonize between two MDBs in a specific country than among five MDBs globally.
It does not suggest a dilution of goals or proliferation of policies, as it would allow
application of specific requirements to differing circumstances, as currently permitted
under most policies (such as the Procurement Guidelines). The view from the clients was
that while harmonization at the global level should continue, the process of finding
common ground should be intensified at the country level.

Secondly, most borrowers felt that ultimately the most effective harmonization will be to
align national policies with good international practice. The major conflict today
between borrowers and lenders takes place where national laws and regulations are
different than those required by the Banks. Borrowers accept the higher standards on
individual projects in order to obtain financial support, and this may lead to higher
national standards over time. But it often means the borrowers revert to a different
standard once the loan is fully disbursed and face extra costs and effort applying different
processes.

Harmonizing policies and procedures among donor agencies represents an opportunity to
establish agreed standards among lenders and borrowers and to save borrowers
significant money in the application of the policies. The Development Committee in
April 2001 highlighted the need to accelerate the process of MDB harmonization on

® These are: acceptance of Portuguese as a language, use of law 8666 for NCB, and somewhat different thresholds
for ex-ante clearance of TA contracts.
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71.

72.

procurement, financial management and reporting, and environmental assessment taking
into account national policies. In the past few years, progress has been made on
developing standardized bidding documents. Environmental assessment processes are
also broadly comparable. However, progress has often been rather slow. Not all donors
have equally seen the value of harmonization of policies, particularly as it is sometimes
perceived as meaning “do it in the Bank’s way.” But it is also fair to say that
circumstances in the countries served by different MDBs and/or bilaterals are often very
different, and finding common ground among all five institutions is inherently difficult.

A two pronged approach to policy harmonization would (i) continue the ongoing inter-
MDB/DAC effort; and (ii) would add an additional country-up dimension linked to the
same overall process. Up to four specific client countries may be invited to volunteer in
the first year; they could identify with the MDBs/bilaterals one of the four policies to the
attention of managements of the institutions concerned for resolution they wish to work
on. The Bank and the concerned MDBs would start a bottom-up process, anchored in
their Country programs. Key differences in policy goals and major process essential to
achieve the goals which remain after staff level efforts would be brought to the attention
of the managements of both institutions for resolution. Agreed good practices or country
specific processes would be developed by the client for its own use, and shared with the
MDBs/bilaterals, to implement agreed policy.

V. Summary of Recommendations

To summarize, the principal recommendations of the Cost of Doing Business task force,
and current status of their implementation, are:

e Continue Reforming Current Policies and Procedures. (i) implement the
simplification and rationalization of the LACI financial reporting and
disbursement systems;  (ii) introduce risk-based and single audit approach in
order to strengthen the quality of fiduciary assurance while reducing
fragmentation, duplication and delay; (ii1) complete the conversion of the
safeguard policies on resettlement, indigenous peoples and physical cultural
resources to remove ambiguities and permit case specific solutions to achieve
policy goals; (iv) revisit Bank’s procurement practices, especially related to
procurement of IT and review of consultant contract “no objection” procedures
and (v) pursue enhanced delegation of authority to strengthen field offices. (See
Para 38-48)

(The OPC has reviewed proposals from the FM Board to streamline LACI which is to be rolled
out starting FY02; the FM Board is reviewing the current audit system to identify ways in which
it may be possible to eliminate fragmentation and duplication, reduce cost, and improve the
overall level of assurance received by the Bank on the use of its funds. CODE has reviewed the
proposed clarification in social policies and steps are underway to complete external
consultations and codify changes in FY02; the procurement board has developed an action plan
to review and develop suitable responses to client concerns; and institutionally led effort is
underway to develop by January 2002 the next step of functional decentralization. Further
progress will continue to be monitored).
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e Strengthen Internal Processes. Clarify accountability for high risk operations,
providing one-stop authoritative policy interpretations, clarify decision process
for making judgments in application of policy requirements; and integrate all
safeguard policy applications into a single risk assessment process under the
umbrella of the environmental assessment. (See Para 49)

(A Bank wide safeguard process harmonization effort has been underway since July 2000; it
includes pipeline risk assessments, joint RVP/NVP accountability for high risk tasks, structural
harmonization across regions for safeguard functions; a one stop shop for authoritative policy
interpretations and a helpdesk. The safeguard system is now being reviewed by IAD to further
adjust and strengthen, as needed).

e Enhance Bank Capacity to Ensure Continuing Compliance. Provide
adequate budgets for lending and supervision tasks to ensure the Bank can carry
out its due diligence functions fully, including full cost of all policy revisions
and intensify program of staff training and client capacity building in fiduciary
and safeguards systems. (See Para 50-53)

(The FY02 budget aims to increase overall lending and supervision coefficients by 9% and 4%
respectively, provides special resources for increased capacity building and staff training and
Junds sector boards/legal department to provide high quality timely support in policy
interpretation. Actual delivery of these resources to fiduciary and safeguard work for high risk
tasks, is through a process of pipeline risk assessment. This aspect will be monitored closely)

¢ Reduce delays by Moving Safeguard Assessments “Upstream.” Initiate
assessments of environmental and social impacts at the earliest possible time in
project processing; provide funds for upstream safeguard work for high risk
operations, especially in the PSI sector. (See Para 54)

(Initial FY02 budget allocations in the Regions indicate a continued adherence to pipeline risk
assessments combined with “off-the-top” incremental allocations for “up- stream” safeguard
work on high risk operations. The regional process for pipeline fiduciary and safeguard risk
assessments needs to be harmonized into a Bank-wide process in FY02. Further work on
reducing factors contributing to delays is needed).

e Help Build Client Capacity to Manage Policy Implementation. Launch a
pilot program to help build borrower capacity for progressively managing
specific aspects of safeguard and fiduciary responsibilities—Bank to help assess
current capacity, help strengthen capacity by delegating specific aspects to
national agencies with demonstrated competence, and monitor policy outcomes.
(See Para 62-65)

(The fiduciary Sector Boards are encouraging an increase in the numbers of CPARs and CFAAs
to assess capacity and as justified to raise thresholds for prior review. The safeguard Boards are
developing a customized capacity building pilot program with WBI, with the objective to help
clients who demonstrate capacity to undertake more policy implementation work under Bank
supervision. During the client consultation phase, some countries came forward to work on these
ideas with the Bank.)
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e Scale-up development impact of these policies through continued
innovation, and codify such practices into future policy. Further encourage
and support on-going innovation; move systematically from ring-fenced project-
based compliance to support systematic improvements in borrower’s institutions,
while maintaining agreed policy goals. (See Para 66-67)

(Concerned Sector Boards need to take stock of these innovations and to promote these concepts
through their quality support functions and training programs; lessons of experience need to be
studied with a view to develop a process to codify the more successful practices into future policy
statements.)

e Deepen the Process of Policy Harmonization. (i) Intensify the on-going effort
to develop common policies and standards, at the level of international good
practice, among MDBs at the “macro” (global) level for procurement, financial
reporting and environmental assessment; and (ii) launch pilot efforts for “micro”
harmonization among MDBs and with national policies at the country level, one
policy at a time. (See Para 68-71)

(During the client consultation phase, a number of countries volunteered to be included among
the early pilots for a “bottom-up” harmonization effort. These countries are being considered

for inclusion in a pilot effort led by the relevant Sector Boards, to complement the ongoing
“macro” policy harmonization effort.)

73. While many elements of the proposed agenda are moving forward as indicated above, the
overall direction of change is complex, including the way the Bank relates to its
borrowers in these areas. Specifically, it calls upon the Bank’s managers to (1) encourage
balanced judgments, (ii) reward high impact activities where risks have been carefully
assessed and managed, (iii) invest explicitly and early in risk assessments, public
participation and consideration of design alternatives, and (iv) make timely decisions that
will maximize development impact. Both clients and Bank staff endorse the concept of
building capacity and delegating aspects of policy implementation to borrowers that
demonstrate capacity. The challenge is to move systematically with specific programs
that help build permanent capacity. It is an agenda that will only be realized with
perseverance, flexible instruments and resources. But it is the only way forward if the
Bank’s fiduciary and safeguard policies are to become what borrowers expect them to
be-—instruments of sustainable and effective development.
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Environment

Social Development

Financial Management

Procurement

ATTACHMENT I
List of Case Studies

Project

Ethiopia: Gilgel Gibe Power (Energy 1)
Lesotho: Highland Water
Indonesia: Water Resources SAL
Indonesia: Cirata II Hydro Power
Indonesia: West Java and Jakarta
Poland: Hard Coal SECAL

Turkey: Water Supply

Brazil: Gas Sector Dev.

Mexico: Disaster Management
Djibouti: International Rd Corridor
Tunisia: Education

WBG: Solid Waste & Env. Mgmt
Bhutan: Rural Access Road

India: IL & FS Infras. Financing

Senegal: Transport 11

China: Qinba Mts. Pverty Red.
China: Chongqing Urban Environment
Vietnam: Agricultural Diversification
Indonesia: Cirata IT Hydro Power
Brazil: Gas Sector Dev.

Columbia: Bogata Transport

Jordan: Amman Ring Road
Lebanon: Beirut Urban Transport
Tunisia: ASIL IT

India: IL & FS Infras. Financing
India: Coal Sector Env. & Social Mit.
Pakistan: Gazi-Barotha Hydropower

Chad: Public Works & Cap Building
Lesotho: Highland Water

Senegal: Integr. Health S. Dev
Cambodia: Forestry Concession Mgmt
Indonesia: Cirata IT Hydro Power
Romania: Fin. Systems Modernization
Slovenia: LACI Requirements
Tajikistan: Farm & Privatization Supp.
Argentina: Integr. Drug Preven. Pilot
Guyana “El Nino”

Algeria: Emergency Reconstruction
Pakistan: Social Action Program II

Chad: Public Works & Cap Building
Lesotho: Highland Water

Senegal: Integr. Health S. Dev
Indonesia: Cirata IT Hydro Power
Moldovia: PSD I

Russia: Highway Rehab & Main.
Argentina: Provincial Health Sec. Dev.
Bolivia: Education Reform

Brazil: Salvador Urban Transport
Djibouti: International Rd Corridor
Pakistan: Family Health II

Pakistan: Social Action Program 11

37



8¢

‘o[qenfea OO woly 0} SIOPpPIq )M SIOI[JUOD
SJUSWSSISSE JUISLIP AIaA Wo)sAs 10§ syuowrosnbaz ‘asI9AB-YSI1I "T9AQ] TRISPD]
MSII A1ed s g ‘qqv [BIoP3J sousrradxa ‘p1S11 00} UAYJO PUE 5913 U0aM1aq
pue pareISouy e | s juswanoold ur xa[dwod MITAY . uonejuowafduuy uoneZIuouLIey
"sorousge U0 UONRZIUOULIRY 00} S 'SMITAJI Q0NPAL “JUOUIS[1)9S3I U0 PN e
311940 PUE ST ueaq sey aIoy], e | JUSWASINGSIP ‘SPIOYSaMY} ISTRI Ayoedes [euoneu -onewajqod usyyo
107 sdoyssjrom "pIepuels poseq-yINd —oouajadurod pouaduans uvopejuawodw] e
szmegIo g 1dope Apsowr préu [euoneu dAEY SI10T[0d ‘uonjrsoduod Jo91je
:3UISIEI SSOUQIEMY e Kotpy asneoaq sjuowaInbal 109dsa1 01 paaN e OpIM Aew ing serorjod
‘Spiepuels SIOUOP ISYI0 YIm Suniodax ‘(Aauow paaes -10303s sayoeoidde asay) £q pejodyye
pue seyoeoidde pazIuouLIRy 0198 g Aexo aaey]) papunejdde Jueg Sundope jou Supua] .
[PUOTBY IIM op are sororjod sordround saurepms (sAemygiy reuorneu) "pastopud sofdrourid
2I0uI 91BIZOIU] e JUEg PHOM, DV1 JUSWAIND0I] e SOTISTUTIL SUHOY pue s[eor) e BIpU
sarorjod yueg o1 anp
anua snouagrpuy .mowu:oa 10U ‘sansst
Jo Jusumesn orfojiod £q pajospye
[eroads awm Surpuay jo owmop e
"SJUQISSISSE :30afo1d Aeg o1qng *9ouerdwoo 2ouByu
ysur prengdajes -parjdde A[erousd pmosm Aoedes
Aj1es ‘pojeidojur pue poojsIopUN [[oM [euonjeu SuIp[ing e
dopy e §89001d JUSWISSOSSE "onjsijeaIun
-, JoneoynIa,, [BIUSTUIUOITAU JWOS ‘PIJIOJU
10 [apouu se JusureInooxd “p1Su pue SurprsiAun ATpr3u1 ‘poojsiopun
sarorjod Areronpiy SJUOWASINGSIP uo Sururen uoneiaidisyut A1100d sarorjod
ur Jururexn paseq YNd Surpraoid Yueg e (A1) ‘q8uy 003 —uwo[qoid snorros
IpIM-101038 0] peaj 0} (s3o0q s[oA2] uorjesuaduoo g uoyBpuouR[dul e
ur 9oustIadxo USALIP AQUNOD ApoyI[un pue JO awamooid (111) ‘sme| [pUOTIRU ‘Aorerrdoidde
sAnsod ounuex;] e | USYM IS))Oq SHIOM onewaqoid 3SBD UL %(9) s)B[OTA SIa)jEnbs sarorjod
‘uoneordde UONBZIUOULIBI] » KIoA so[nz ‘A1qixapy parjdde Supremar,, Apdde pue £nunoo
Korjod ‘K[9A1}09J39 nq ‘papnejdde uaym s3uraes (11) “‘uonesuaduwon K193 ur ssauanbrun
o1 Juswdpn( Supjiom gQv pue $2IM10N1)8 Ul pa)nsax [Sed MO[[® pInoys oZZ003Y e
pue 9su9s OTES UM SMITAT pue saa1303[qo JA®RY SouropIms (1) oneworqoxd "posIOpuD
UOUIIOD 2I0)SY o orjopprod uIof - DVI JUSWIAINOOI] | SWLIOU JUSLUO[NISIY sordiounid pue sjeo) e saurddiiyg
WO EZINOWIIBH 1DV W W JUdWINO0L g
pIBAIOT ABM QYL Aatjod S2I01j04 A4BOPL] sapljod paendajes SHOISRPUO)) jRIBUIN) Anune)

II INHINHOV LLV

SNOLLVILTASNOD AYINNOD 40 AYVININAS




6¢

"prengoyes sassaoord
150q Ajoedes [euonipen
I0MOI1I0q I2A0 uted
Juidojoaa e %09-0S SOAJOAUI
-Guryp 3y op ssaooid jyueg
0} 93eInoo pue "A]3500 210t
ooue[eq U130y e a1e SAB[op (Al) *9[qiseay J0u Ajroedeo 1eoo]
"sueow $JUB)NSUOD SUOT}RPUSWIUOJAT 100dsa1 pjnoysg e
2y} J0u Is11y ugro10j dDOM e *$10309s juelroduir
juotidoroAdp JO OSIL QATSSIOX0 "ME] [BUCTIRU WOIJ UOISN[OXa
Uo sndo e 110831 wa)sAs (1) oxemyyos/ 1] aejo1A suorstaold SYSULuey e
sy Ljrolew ise sB ueyg [euonERU 10] o[qeIIns siopenbg e "ansst ue a1 SAR[Ip
‘sa Ajrountu PIIOM Pue v 01 paugdife jou saurepmg *oUIOSa[qNON pue y3ry a1e §1s09
JUAUUISAOT ‘O14r ‘spuny AJesopo (11) ejqedeour ST W2ISAS [eIouBUY JuRy o
Jo 901 [eoo]—adudIafard ‘poaiSe U21J0 1OPpPIq uoyesuadwoo osIoA®
‘syySur wewny JO AyoIeIaTH e woysAs 15am0] (1) :sanssy JUSUISNIASY e JSII 00} MOU YuBy e
—RBI0 M3U I ‘SpIepue)s Sunzodax OTIOUST o g ‘nonejuswayduur onewsrqoxd
satorjod freIdA0 [euOnRU YIA SATIERUINE ‘SUOISSNOSIP stuerqold Ao uayo uonedsijddy e
S} MITASI 1SIIJ 9ZIUOULIEY nq pajoolar pojeunuOp “193011)S U2)JO pasiopua sajdrourad
pnoys jueg e pInoys e DVI JUSUWIINOO0L] SpIepue)s 3SOUM]) e pUE S[EOD) @ BUIY)
“ouI} I9A0 "sasso001d ‘1rodsuen;
UOTBIIISD pue UQALIP-1IoMOII0q ‘§90INO0SAI I9)em
Juipping Aroedes Jo onjea "SODN ‘ourapm3 ‘tomod Surpnyow
IPIM 103098 s15933ns eJeioy pue suLiy uey} IoUJeI ME[ SB ‘p1311 003 sarorjod
s Juawredxyg e ut 2ouarrodxa [eoo[ jsurede pajean yooqpueH J1 S10}09s UTELI30
ArejunjoA UOTjeZIIouiIeY UOTIRUIULIOSIP uonnjjod e WOIJ UOISN[OXd
IDVTISYEN e pooLy e sonparl "Smej [euon eI JoxoSuep uryueg e
HOBZIBOWIBE] IDV1 A % JUaw3In00L]
pieaiog LA UL Lonjog S0 AdBpnpiy sapijod paendojeg SUOISTHIUOD) RIS Adjune)y




Oy

"aLI0D[2M
oIB YoTym Yueyg
iy Aq soyoeoidde
OpIM-tI3ISAS
10y s30adsord
dn Suruado se uoos
AVdIO PUE VVAD e
‘polsanbar
spiengajes
pue Areronpy
uo Jururen oyoads e
dO0D
103 Ayronrd 18910

"SONSST I8
sKeop Sursseooid
puE IsAouIn JjEIS

Jusurainooid sueg

“MO[[B

Ajrengoe sourepingd
uey) sauIjapms
Juowromooid

Jo uoneordde

"9104d

100foxd ur sprengojes

Jo uoneoynuapI AJ1ed
3sonboi1 [Je1s YOO e

"SanssI

Iofew oN ‘spiengdojes

[BIUSWUOIIATD

‘Sururer) 103
sontunyroddo 1018213 03
SS900 j235 JJLIS YOO e
‘uoneiaidioyu
pue uonesyjdde
QU3 UI SI0UI 2I8 SONSS[
“$121[Ju0d I0
SOTSISAOIIUOD JO[BW ON ®
‘paatadiad

® st Juowdojaaap “BTURIIOY "MOTASI POXTUI ur AJIIQIXayJ SS9 pUe [BISOS Yim S}JoUaq pue PIsIopu?
Anoede)) e| uronSSIIOfEW B ION e e 5108 [DV e| 2412010d JJEIS YOO o 20UoLIadX0 poIUTT e sordiourid pue s[eoLD) e BIURBWOY
"o8rjuBApE
aaneredwoo ‘SMITAI
pue josse Juowamooxd
I st 2gpajmouy 1s0d-x9
aroym A[residorens SE Yons ‘ma1Aal [
oIOUI YUIY], » 103 JIpne [ENUUE 3S(] e
‘SOXE] ‘sdigsuoneyo1
Guroueury jsurede Jo anjea
Kotjod JISTASY e $109]39U-pajepIno
"$59001d o13uIs OS] S}UEB)NSUOD I0J
ot sjuswalnboal ‘aonoeid $59001d UOTI09[2S e
ypne je ojeidomm] e [BUOnBUIUI "2IBMIJOS/ T ] vdd
‘seoIe pood pue —sjonpoird | JO 9OUSSQE UI SPIBpUE)S urexns jo asned sarorjod
JWoS Ul sautjepms sjustanmbar yueg o3 MU 0 pajIns v saa1ssaxd u1 sofuer]o [e1dje[Iu) e
TusweInooId ‘SpIBpUE}S JUSLIND JOU SOUT[OPIND) e ssaooxd Jueq e ‘suoneorjdde
MITASY e | JO SISA[BUE UO PIseq "prau ‘sSuraes “pauonuour ou pue sonoerd pood
“SpIepue)s sarorjod jeuOnIRU 00} uoneorjdde 1500 [B21 oZA[RUR spiengajes I9UJ0 ON e U33M13q OUIIRJJIP
A/ ueg/[euoneu 3im 9q pInoys inq ‘popnejdde pInoys Jueg mnq ‘parjdde jou inqg 10118 o1 u9)jo s1oaford yjueq e
sZruouLref] e uoneziuowtel e | sopdound (DT e [NJosn SAUIOPIND) e | SPIEPUE)S JUSIUOIIAU e "pastopua so[diouirg e BISSIY
UOIBZIUOULIRE] 1DVl WA 3 usunead
PIRAIOY ABAL YL Aoy sataod Arvanply sawdjod paendojeg SHOISRDUO)) [RIdUIY) Anuno)




It

Kotjod axepspun
01 SUOTT}IISUl
[EUOTIBU UO 20ULI[2I
SISBOIOUT PUE
SISeqQ 9PIM 10J09S
e uo Ajoedes oty
pIng sdjey yueg
:papesu st ssao01d
q1moI13 [eminjAl e
‘20uBINSSe
AIE1ONPI JO [9A9]

“Kpigit

“JONIEW [BIO]
o1]} JO 9ZIS [[euls

jesn

"90133(0) ABUNoy) oy} 0}
uone3a[op I[Ny PION e

"SI0pBa]

wea ], 0} $§0008

AJown pue A1Muiuod
POSEOIOUT 2INSUY

‘uoneuawerdun

a3 uraoxdur

UI pUe UOISIOAR YSLI 0]

anp 23uQ[Ieyd jeuIduI

y3nq B aASIYO® 1018213 0} peol PINOY "MOTASI © PAJU pue si0108] soud oq Ued SY{ 9pim SNOLIAS B S008] JuBY e
0] sjuoUoSuELIe sarorfod Teuonjeu pue xa[durod -uou a1 syjuowadpnl 10309s 1Ry} (11) 91040 SULIOU [eUOTjBU
oPIM-10109S s Surziuowrey ‘p1311 003 a1e Jo uoneordde oy ur Aj1ea porjdde ;1 3STRI PUE YSI[qRISd
[eroads oxewr 1S11J JnOYIM puey 19710 9} arenbopeur ugisap 122fo1d 1oeduur sdjoy 10311 s Jqueg o
0] Spasu Jueq e ‘s10U0p SuOWE uo SJuSwAImbax (111) ‘sooueIBI[D A[qeIOAE] (SJUSWISSIsSe ‘K[0AT1091J2 pue
‘sarorjod osay UOI}BZIUOULIRY DV e ardnnu o3 Arerogouaq pue) A[UaIoTyjo ‘papuolur se
Jo sjuswarnbol JRY} PAUIOUO)) e ‘pekordop aq anp I0Mm 10U vd (1) 181 aa310g e | Juads a1 $30IN0SII B
o1} 10y Apeal "sn010311 01 s11adxa pue -a1d Jo ooed mors -Korjod Jurmsse uonnadwoo
a1e suoyerodo 1SOW I8 SPUBAP STy Teroads (11) :sdoys ssaoo0xd yuowdo[oAap [B100s poppe ‘Aouaredsuern
Furpuo] opia Jueg ysnoyy J0 51500 Y31y ur ANpiSi (1) 10a0 Aue Jo sousrradxo Bursearour ‘paproddns
-I0129S JBY} 2INSUY ‘IR[IS 21 S[e0r) e | osoduwr SAIOT[OJ e SUI9OUO0D 3UONS [euosiad ON sfeod [eluowrepun, e | anbiquezop
ToAR] Jeonijod i
anfea Aorjod jo
SSOUOIEME OSIEY e 'S1500 paaraorad:
"ssao01d pajerdojur “(pataye y3dromino K[1es[o
UE SE pue 5q 0) papasu diysuoneja Jueg
AJ1eD INO POLIIED 0q YoTy A SWa)sAs JO siJousq ‘Anunoo
PIOYS SIUSLISSISSE Suntodar ATUo-y(I SV e
JSU pIen3ajes e Sunsxo ‘[949] 1eOnBIIOd
*dO $901no0sax ou) pliom UOT}I[3S -A[TeoTewa)sAs IOTUaS e sSoualeme
[ermno yo Gunzodar o ur Jsowr Jue)nsuoo yo Korjod saomosar astel P[noys Juey e
uondope omsuy e | uo L][eroadss ‘srouop ot ‘spoofoxd Burssao01d 19351nb [eImno pue JesrsAyd "SpIepUE}S [BO0]
‘sororjod piengdajyes ordnnu Suotue 14310 uo parjdde 10y 15onbay e juowe(duur prnoys PasIRI 9ARY SAIOT[OJ »
pue A1eronpiy UOIJBZIUOULIEY pue popnejdde ‘POPUSUITIOD JNued By} UISJUOD ‘pasIopua
A[dde 03 anuzuo) e | 103UONS POSIOPU e DV e sourjepmy) e | Sursrer Anunod A[uQ) e | sopdiound pue sjeor) e UIUId X
O BZIVOULIBE] 1DV A4 W N304 ]
PABAIO] ABAN YL LHOnod s3I0 4 Atsnpiy $ORN{od piendajeg SUOISTOUO) JL.IUID) Anuno)




[44

‘sjeod
JO JUSWAARIYDR
10JTUOL ‘yonyeyuowarduuy
pue Suipping quowdmba ] pue SATD930 SH
bwomgmu ﬁo&mzm ARLY uﬁ@E@HﬁUOHQ pue mwﬂo:oa S qued Syl
jueg () “Aoedes ITe1240 Jo aoed Jo yoedun oy Apdnjnu
A1BSS903U 9} PIIng »01S (14) sjeod 03 2d0os ST 219y [, @
oM suonmsur 01 9INGIIUOD JOU Op ‘padnpalsq ued
SI0}09$ 0} UOTIR} YOt SA[NI UTLLI0 yueq 2yl YIm ssauisng
-uawerdur Lorjod moqe AypIsry Surop Jo s1500 yonuwr
Jo uonedaro( (a) ‘Auoedes 1oy3y A0 0] JIU] (69 o
(a1) 'sreod YA SHONMIISUL "sAB[ap JO WIOJ oy} U
SAQIYI® 159Q Yo1yMm 3SOY} 2RNUIISJJIP Ie §3S00 3y} jo \Aﬁmz °
sampaooid pue 01 ornpre] ‘Tomred
sassadoixd oiyroads (A1) Juswomooid JuouIdo[oAsp 2[qenyeA
eruezue [, (1I1) gUGlieYi i Jo sa3ms [[B 1e 150Ul B POIIPISUOD ST
mo.a.ﬂoﬁm jued pue Jeroueul) punos PIpaau saduURILI[D Jyued 243 nmﬁoﬁmbmafw
Teuoneu Juneidajuy JABY YOIYM ardump (1r) )T sey uotneyuatrarduut
(11) surosAs pue SUOTIN}IISUL Sp[oysaIy} pasise ‘SISY}0 Korjod saJIym e
sarorjod JeuonBU “Ayirenb [erdIauuIod MO[3q SUOISIOapP 3sowr ey Aorjod JUSUIUOIIATD
Jo Supyeiyools JOU 1500 0Npal 01 qNd A1dde juouraInoold ur Jueg £q papurwiop juotndo[osp pasoxdu
(1) saT0AUI pinoM pInom ssaooid 0} wire yueg POA[OAUT 8303 Yueq uopnesuadod Jo [[BISA0 0] SAINGLIUO0D
yoreoidde moN e JIpne [euOnMI)SUL ay3 pinoys AYp e (1) -sourpopind [9A9] Y31 oY) S9AT0001 Jueq uoneyuswadurn
"s1seq o[duIs v Sun[elopL[) * {SWR1SAS Um0 oy st AN[IqIxayy o[doad pajordiur Jo 135 e £orjod Jo
[BUOTIBU IO [BI0}D3S [BISUSL) I0JIpNY SJuSIo y3noyy Jwies 9y} I9JJo -Anoedes/Korjod spiepuels Y3y s} A e
B U0 YIomauwelJ S 4im 1I0JJ9 pareIsuas sYnd 10U 0P SIUSWITY JUSWIUISA0F JUSWIIIDAOL)
prengojes Surpring A1oedes 1daooe yueg npar) (1) [EULIOU PA2DXd Jo suonerado
pue A1e1onpij e Sunioddus st yued e | oyl JOUUBD A\ e | possardxo woouo)) e | Iy YOIgM syustenmbar ‘T[RISAC O] POPUIIXD
poau suoneiado “d[oy p[nom sao1go SJUSWIASINGSIP Kouaredsuen uonesuadwo)) o Suroq Arejunjoa
onewnueIsoid Anunoo s gaN 103 paseaIoul pue (103008 191 M) IR SONIANOR
pue apIm 10303S e 0] UoneZI[enuadsp 1DV paidasor sooud 19M0] snip 91945 100f01d 213 pasueurj Juey 1pun
‘pauLzap pasealdu] e Iej OS sey pue 2annadwon ur Aj1ea parjdde uaym pado[aAap 53552001 e
Apounsip sxowt “Joeduut 100fo1d auo AJuQ e [y3nomy} s901n0sa1 suorjerado orjroads 'saanoalqo Lorjod
3Q JUSWUISAOD) QOUBIUD PUER 150D sjuowaanbax justdojoaap Jo uSisop aaoxdun pue s[eod [euoneu
31} Jo Jey) pue sonpar djoy pinom IOV [1yasn 00} Jo asn 19319q podjay o'y 0} UoaS 1M JUSISISUOD puB
J[01 s Jued Y], » UON)BZIUOULIEH] e 10U pue PISTY e st ured 1ofew oy ], o | oIk sororjod prendoyes e | o[qepne] a1e s[eod oy ], e BluBZUR],
‘uonjeIuawaTduIt
woneZiuonIRy 10OVl A W W0
PABALIO] ABAL OY L A3t04 S3OI0 4 AdBRRpLY $3131j04 paendojug SUOISTI{OUO]) JRIDHIN) Anuno)y




9%

"S1e0d [elUSWEpUN
a3 Surasryor
10] 9[qeIUNO0IJL
way} Juipjoy pue
Suriojiuowr o[y
‘sjrun pouren) fom
031 uoneuawddur
Korjod o1p3
JO a10w1 91e397p
pInoys yueg e
‘papaau
st gurpqing Ajroeden
JAISS0IZ01] e
"soyoroidde
[euoT}RU
pue Terouraoxd
JO UOTJRZIUOULIE]
01 uonueye [eroads
M ‘SJUQUUSSISSE
IPIM-10103S
0] sno0J JUISeaIouy e
‘SOUIOI)NO

‘satorjod
syt Jo uorjeorjdde ur
ju9ysisiod 1o pue

syuswaInbal juoij

-dn u1 Surpuewop
sI0UI SI NUBH

TIO)SAS

JIpne Uo 110JJ2

s yueq ay3 s dn
0180 0} SPa2u g(J[ »

‘papaau st sassaooId

yueg pue [erouraoid

‘Teuoneu jo
UOTRZIUOWLIRY 12110 e

*JS02 Paosnpar

-9rqeorddeur

K181 2q

01 padpnl [DV]

TOV1 paidope

SBY BUNUSSIY
ur josford oN e

“WIQISAS [eUOTIRU

‘SUONBINSUOD
orgnd ur sJUSUISA0T
reuonyeu Suissed4Aq 03
yoeoidde s jueq (a1)
‘sourt3a1 uonesuadwod
ordnnu Jo esuasaxd
(111) ‘s1openbs

Jo jusunesn (1)
‘Aorjod uoryesuaduwod
u1 sa3uer]o

(1) woIy parayns

seq) uorjejusuaduy
[emoe ‘seanoslqo
[eUOTIEU TIIM
JUQ)ISISUOD oI STeOT
J[IYM ‘PIXTW U3 Sey

‘soro1jod asarp
£qQ aWINjoA [[BIQAO
ur Jou inq uonrsoduwod
31 ur pajoedun

SI 3uIpud[ yueq e
‘sarnyonys [erouraoxd
-[BISPa} A} JO

spaau [eroads o1e 219U, e
'$9A1102[qO s, BUnUAZIY
s ourf ur A[[ng aq oy
u09s sarorjod asay Jo

S[e03 [pjuSWwRpUN Y], @
Jes yueq
£Aq uoneusLIO-SaINI
pUR UOISIOAEB-YSII 0]

pue synsax 01 PB9] A[qelTAdUI ‘supne pajoedun Ljqeroaey Kotjod JUSWIA[NASY e | AOUSPUS] PIOUBYUS UV e
0] UOTIUD)IE SIOUX pmom sgaN 109fo1d opdnmw SB VVID @ ueg "JUIT) ISA0°
Ked prnoys jjueg e | I UCIIBZIUOULIEL] Juneururre -a8ue1 9,07-01 o yo  uonrsoduur,, 110JJ9 SA7JBIOQR][0D
‘AI1BSS900U '508e)S JUIIp Aq paurejuretx Jaoqe ot ul pajonb UB S Ud9S 1B a1} ureIsns 03 PIsu A}
st sarorjod Je suonoalqo Arenb 219Mm sampadoid Suonde J1 9[040 103fo1d ST UI120u05 Arewirad o, e
Jo uonejustadun -ou sdnnur 124 paonpar Nueg] woij QU3 UI 9)Bf SUOP UIYM *$92IM0SAX
Jo spoadse 10J Padu oY) 29Npal 2q ued yoTOUNy sofejueApe ooLIJ e o31ows SWL[qoId weidoxd ajqefiear
sampasoid/ssosord 0] POU B ST 21D, ® JIpNE JO 1S0)) o “SI0ASWIRI] "s9A1303[qo [euonIEY SpP230Xa Ie] pue SuoIs
Y "I} UOISIOAP I19ZUo] ‘satorjod Funerado )M JUSISISUOD st poddus s yueq
ut A[IQIX3)) SION 0} spe9[ sompadso1d pue s1eod popasu yonuw e aore sjeod asoym 9y} 10] puBwiap SyJ, e
‘uonerado pue samorjod ueg [euonEU YIIm opraoid sampasoxd ‘satoriod Yueq woly ‘onyeA 9[qRIIPISUOD
Jo 28®3s weons 1M UOT)BZITOULIEY JUD)SISUOD 218 pue somdijod ured pajensuowap s3uriq werdoid
-dn oy 12 sN00, e [EUISIUI JO OB » sarorod Jued e | Juswomoold s jueq e pue I1B9[) e [[BISA0 S ueg JY], » rUNUIZIY
HOUBZIUOULIEH 1IDV1 A ¥ 1w g
DABALIO] ABAL QUL K04 S3INJoJ Arepnpry ss1afo4 prendojeg SUOISH[IUO)) [R1duaD) Lnuno)




144

Tizelg

I0J sampaoord

pue sarorjod

d(]/2eis/[rUOT}BU

JO uonezruouLey
[T 2ASIYDY o

‘uoneyuawdTduIr

Korjod arpuey

0} suoTmIIsul

[euoneu

Juons uo £[o1 pue

3urp[ing Ayroeded

juaro poddns
PINoOys Jueg e

“A)JITe21 TBO0]

UDAIS UT A[DAT}D}J

3500 pardde

a1e sarorjod jey)

2INSUS puE UILo]

01 191139303 _ JjI0M
PIAOYS JUSI[DAuBY e

"S3[nsa1

o3 SuniojTuow

pue s[eod uo axouw

-Fun{ew UoISIOAP
juomamooid
UL POZI[eNUI93D
a1ow st (I
Vi
107 S}TUI] JUSIOHIP
SABY Jued/ddl
(1) ‘s TY/d0T 103
ogenSuef esendmiod
sidaooe gy
(1) ‘yuourarnoord
JeuotjRU
10} 9998 me]
s, nizeaq s3doooe gQi
(1) :swoysAs [euonEU
M POZIUOULIEY
s10w ST (] @
“UOT}BZIUOULIEY
ansind
0] s1seq poog © ULIo]
SpO03 pue sy10Mm
I0J SIUSWINO0P Jqued e
daat
1M UOHRUIPIO0D
uroq 03 I4VIS ym
uonezIuowIey [DV'] o
‘porxoddus

"SYSH
9)e1 23uByoXd

0} anp sudfqoid
[eioads osned
Aouormd udro10y
Ul SJUTO000®
reroads ojur

SjuUaWesINGSIP
Poseq YN o] "I Uy} JUSILO O}
OV A[1502 210U SI JUB] ®
I PazZIuowey 901 O A1uno))
2q 0] sposu 0} UOTJRZIBIUD02P
WAISAS [IVIS e a1enbapeur
-ordoad payiys 01 onp 21 SAB[O(] e
s1oUI Spaall STII® VL
pue sanipidu 10J U249 Suruuerd
SEY [DV' juawaInooid prdu
‘Juriojruowt (1) “sy09foad v 1, 105
109foxd Qouere9[o ordny
paaoidur pue syt o7 (1)
PUE J01U0D QIB SISALIP 1502 A0 e
1509 13130q "paonpaz 3q
‘Kouaredsuen ued uonejuowsfduur
Q1€ S)IJUdY e Korfod 3o 5150))
yued yim 's[eo3
JUDISISUOD JI. pue samotjod yueg

$9A1192{qO pue M JUDISTSUOD

‘sjusuranmbal
prengojes
Jo uonyeyusuajdun
ur SI9YI0
JO praye st Yueq e
"9IaYMIS[D
sanmumoddo
Io12q audsap
sromourej 1oa{oxd ur
€ 9UOP 9q UOIBIOISAT
QUIOOUT By} 20UQ)SISUI
s Jueg oy} pue
sowr3ar uonesuadurod
JUSISIJIP JO JUNODOL
U0 “JUSUWID]1I83I
TUIIOUOD SINSSI JSOJN ®
‘uonjerado
Jo ammeu 10 joedur
J0 921S Jo aAnoadsorn
‘uonestjdde ur Ap1su
0} aNp ,9I9YMAIIAD
ured, ST 9I0YJ, ®
‘(uononpar
1502 9,06 pey 102foxd
[-VINNd) ‘suotstaoxd
uonjedionred
Jo 51500 Y3y 931dsap
sypouaq Jo sojdwrexa
[ea19Ie 210U ], »
ueyq
o) [PIM JUD)SISTOD
AJmy 21e sye03

*2]qeHSaP 1S0W 20YJO
Anuno)) o1 Ayzoyne
JO UOTJRZI[ENUI3P
pue Amuyuod
IOpeY ] Wea] e
“JUSPIAD
Q10 SI SI9PBI] WEa)
Suowre AjpeIUsW Jooq
S[ILI PUE UOTSISAB-)STY e
"sarorjod asay)
01 onp juowdo[eaop
S90INOSI [RINBU
PUE QIMOILISBIIUL
Ul 10pu9] pairsjerd’
-$S9[ o) SI Yued e
‘parorduur
st uonrsoduod jng
‘parordull 10U ST [2A9]
Fuimoi1oq [[BI0AQ) e
"UOTINOIX?
wexrdoid yo Ayfenb
pue ‘A391ens uo joedun
syt 10} dryszomred
Juowdo[aaap

snooj prnoys yueq e |  A[Suons s11doouo)) e S]e03 [RUOIIEN o 91k S[eOS [RUOTIEN pue sororjod [euoneN e Sanfea [1zeliq e [izeag
HOREBZIUOULIBH 1DVl WA % Judw3nd0dyg
PIEAIOg ABAN UL Adgod sajog Lsepnpl sajod piensdajeg SUOISH{IUO)) [RIOHID) Anuno)




Sy

‘ysi[Suy Suisn are

Furppiq oy} Jo asondmiog

Ul UOT3B[SUEBI] B 9NSST 0] IOMOLIOg
Sl pamotfe sey Jjued YL "dOI
10] PoMO][e JOU SI Ing ‘gDON I0J
K1oyepuetd st 9son3nuIod ((TIdl

R0
Jopun uonnadiod [EUOBUISIUL

0] [BJUSUILI}OP ST 9I0J2I9Y} pue
‘s19ppiq UB1210] Aq PIIOAE] JOU

ST ‘JoMOII0q Y} Aq 9[qBIOAR] SB
TWI9IS ST ST} Y3noyy -osandniod
ur pIq 0} dA®Y SI9PPIG pue ‘gl

-o3enJue] 80o0[ € 95N 03
9500Y2 0] JUII[O MO AeW (Y y3noyie
sogenSue] Suryiom 4 umo J1aY) A[uo

sagengue|

[eoo] ur 2q

Kew swIyy [B90]
UM SI0BNU0))

51901109 3318 pue Aq SEON W Jo aFen3Jue[ [BIDHFO UL ST YOIYM junred gy pue (TIgd "ysdug seambar ystuedg SJUSWNO0p
uoAy ‘sgD] [JB 10 pasu st ysi3ug 989NINII0J UI pansst are gON pue qgasv gousa1g pue ysrSuyg symuiad gaivy 10 ‘gousr] Suippiq
se eIpuj ul wejqoid ejou siyy, | O] 10f syusumoop Jwpplq gl ‘sjustaIrnbal FULISLIP sey gN Yyoeq ‘gstdug Jo a8engue]
‘ponsind aq prnoys sgaN
oM} o1} SUOUIe UOT)BZIUOULIBE]
*(syesodoad 103 (uonoares
*JS00 pue i} 1sanbar) sjueinsuod pue (uonesyienb-oid) SIUBIMSHOD

JawaInooxd
UMO S} I0J SJUSWINOOp 9[4S Jueq
SOSIL BIPUT JO JUSWUIIAOL) IOYIN,]

‘syoaford
paoueuy jueg [[e 10 HON 10J

SQgS uo paaIde seq (Idl AV
uey} sggs Jo 108 ayo1dwos axomx

e sey| )1 se ‘efejueape ue sey ([Ydl

SOONPAI OS[E ST, "SJUB)[NSUOD JO
UOT)O9[9S [E00] 10] PUe ‘(S)jIoM pue
‘spo0g) 10J gON 10 JUSIWUIIAOL)
o) )M pa21ge JUSUnoop
pIEpue]S UB QABY OS[B A4

gl vey sgs Jo 1es ago[dwoo
orour € sey 11 se ‘afejueape

ue sey (] 109dse snp ug

SHI0M JIATO JOJ SJUSWINOOP U0 SUINIOM dIe
pue spoog 10J sjuawnsop SuIpplq pIepuels
POZIUOULIBY U0 Pa2ife ARy SE(IIN ‘APudday

‘SIoMO1I0¢] 10} aFejuRADR U SE UIDS
A[Te1ouad st yorym ‘sqgs Jo 2uns 2327duios
jsowr o seq (Y dl 2o1orId Ul ‘19AaMOY

(sqgs) syusumoop Surpplq pIlepuels
uMmo SJ1 Jo osn a1} saifIvads g yoey

asn A101epuein

107 sresodoid 103
1sonbai prepuels
PuE ‘SJudWNO0p
3urppiq pIepuels
‘uonesifenb

-a1d "3'2) DI

I0J UOT}RIUIWNIOP
pIepuels

Jo osn K101epUBIN

Bipuj

nzeag

S W0

Varaydl

TIALI(] 150D

I INHINHOV .LLV

'S1S00 SALJBI)STUIWUPE SJUSI[O S109)Je A[JuBogIusdIs sg(JIA Suowe
JUSWIIROI) JUDIOIJTP 9SOYM ONSST Uk (I1) IO S)S09 JANRNSIUIWP. A SI095Je A[JUBdIUSIS YoIym anssI Ue (1) Se PAULJop ST ISALIP 1S00 Y

SUTIINNOD OML ANV
SHAIN ONOIWV NOSTIVAINOD SHOILOVHd ANV SHIDITOd INANTINDO0Ud NI SHHARIA LSOD 40 SISATYVNV




14

0] PaseaIoul 9q M3rAdl Jotid 10§
pIoysaxy) 213 1) pajsonbar HOW

"SI SSOIOB ATJUDISISUOD PAJINPUOD
Q1B SMITADI 9S3Y) 181 2InSUD 03 — suonerado
poouruy-02 ut A[[e10adsa — spjoysaiy

‘SJuaUIMO0p piq
‘uoneoyyienb
-o1d ‘Guisiioape

'$910UsgE FUNNOIXS ouIes Jo Surpas ay} Jurpnjout ‘Sg(JIA SSoIoe 10y sproysemp | sg Aq sseooxd
943 (3 SUI[BIP UM SPOYSIIL} So1OUaZe JUNOIXI SWES ) SMOIADI 959} Jo ssa001d Ay 2ZIpIepue)s | Ie[[Op poyroads jusuransoxd
12y} dZIuowiIey A[[EONBUISISAS | U SUI[ESP USYM SPIOYSAT) 119y} 01 2d02S ST 9191} ‘I9AIMO] "SJUsWAINNDbaI | 2A0QE S10RNUOD Jo .moraax Jotd,
pInoys (TdgI pue gAV | Szwuouurey prnoys (Y4l pue gdl Maraar roud, oAry SHAW [V 10J AI0JBpUBIA Jo juowanuboy
"dON
10J suone[n3ai [e00] JO (I9ATEM
103 Juswambeai 10) Aqesrdde ‘suorstaoxd
o3 uo jusweside Yoeal 0} a1qerdoooe
A1oanoe pansind 2q prnoys sga -UoU woIf

“PAARIYIR 2q P[NOYS UCT)LZITOULIRY
[0y pue sjuswanbar re[uurs

seq gV (Suippiq aannaduroo

03 juonbasqns suorstaoxd

oM} oy Suoure UOHRZIUOUWLIRE]

‘SUOIIB[NZAI [ROO] AU 0} SISATEM
paxmbai (g Jopun uey) owm

SIOATEM O1J100ds
anmba1 Aew
pue ‘ojqeydaooe
are sampadoid

pue saoud joenuod Sunenodou | 210w saye} mef [eo0] oy Suik[dde "SE(TIN SSOIOE SUIISAS 959U} pue waisks
se gons) o[qerdodorun s19pISUOO ey} ureduod sorousde I9AMOL] saoxdde pue ojenyeas 0} Posn BLIDIIO YL JusuramooId gON UI SW)SAS
1 YOTyMm suorstaoid 107 samposold "SO0P F(IT oMt Yorgm ‘gON 10F | ozipiepuels 0} adoos ST 910} ‘IOAOMO] "Pasn 8201 Juswamosoxd
[EUOTIEU WO SI9ATeM Sysonbar | suonengol [eoof ay) Jo suoisiaoxd | aq 03 ST gON JT WalsAs juswranooxd [eooy oy J1 oUTULI}AP 1B20[ JO
¥4l erpuy ur wopqoId v 30N Te 1doooe jou soop (] | 2ue-xs aaoxdde Aoty yery armbar sgQIN TV 1snwi queg | 9oueidoose QN
"BLISNID
"A10jepUEL souropIng
ST gDI YoIym 2A0qe SPIOYSaIy) A4njouo UoAIS 0}
Ayoads g1 pue (qYgH ‘vomppe uf | SurpIoooe siseq
9seo-£Q-9seo
‘suorjerado U0 JUAW2IZY
pooueulj-00 ut A[eroadsa — sgON 1eda1
$S0I0® ATJUI}SISUOD UOIIIIISIP ST} ISIDIIXD ul paysIqeIsy
JJeis 1By} 2INSUD 0} I9PIO Ul PIOYSIIY} SIY} ‘sourpapmg
‘sproysany) awes oy jdope ‘sploysa1y) aues ) jdope USI[QRISO O} PIsn BLIOILIO oY) OZIPIEPUER]S 0} u1 pay1oads gaON
0] A1eSSa09u st s3oafoid paoueury 01 Aressaoau st s103foxd paoueury | 2doos si 219U} IOAIMOY SISBQ 25BI-£Q-9SBD spjoysaIy) | pue goJ Usamiaq
-00 U0 gV M UOIBUIPIO-0)) -02 U0 g(J[ JIIM UOTRUIPIO-0D) € UO P[OYS2IY} S} SUTLISP SN ISOIN paxij ON proysaygy,
ysydug
ut prodor wonyenyeAs prg oy
aredaid oy seq s 1omorrog oY,
*059n3nI04 Ul pPIq II9Y3 Jruqns
0} panruuiad a1e S19ppIq [800]
pue ‘YSISUF UT PONSST STUSUWINIOP
elpuy Ifzelgq Sg4aA BYO varaydl ToALI(T 380D




Ly

‘ponsind A[2A1108 aq [[im

JWIT) PUNOIE WiN) JO SULIONTUOIA]
‘sorouagde

Sunnoaxa a2y 03 2914135 [qissod
3s2q 2y} ap1aoid o) uopisod
[BOPI UR UT ST pue ‘@Ipuj Ul 291jJ0
Anunoo 3se3uois s11 sey (AL

"sassao0xd g1 2y JO 1B

10A0 owIp Teuonippe sarmbar s
W) YIAM UONORIUI ‘PIOTJ SU Ul
Paseq 10U 21 IOpBIT Sk ], JSOW Sk
901330 A1uno)) 9y} ur systjersads
juowranoold o1 spoysanyl v 4y
MO[3q SUO0T}02[qo-0U pUL SMITAI
juawamooid 10y Ariqisuodsax
Areronpiy pajeSa[ap sey (Il
YSnoyTY "POZI[BIUIIIP SSI]

Tey sTYOIYM ‘(I dI 9yt 1940 gl
10] Iomoliog ay1 Aq a8ejueApe
O[qEIOPISHOD © SB U23S ST YOIym
SOO1JJO PIoIJ 0} JIom uoIsiATadns
SI1 pazZI[enU09p A1y sey gl

<

"JOAS] [BOO] 1} J& SUOISIOap (uoIsialadns
joafoxd A[persusg srom pue) yjuswamoord
oyew 0} S9OIJJO ANUNO0O UO SUIA[21

ur o8ejueape jounsip e sey renonied ur gqJ

Aqreroadsa
‘UonIpPUOd
ure}sso

0 103[gns
arqrssod st
S2011JO ABUno)
0} Lyiqisuodsar
K1eonpy jo
uonedapq ‘OH
uoj3urysep ur
Po3eo0] SIISIApPE
juatuaInoold
[euotdoy
"ssgo001d
PoZI[eNuD
Kpoane[ay

$59001d MOTAI
JuatuaInoord
pazijenuadseq

smo1aal Jotid a[uI 1094 01 100[qns
are (DN "91) Anoedeo uons
m sarouade Junnosxy "pPooel
9q 0} ansst Ao1jod © ST SIy [,
‘sorouddy Sunnoaxy jo Aroedes
uaaoid uo paseq ‘wonejuswardun
BuLnp SpIEMUMOp JO

sp1esdn pogipow 9 03 2a'y AvWI
SPIOYSAIN [, "1oM01I0q SY} O} }S0D
10431y B Im smaradl jsod Surinp
1y3nes 9q pnom ssroenbepeur

I ‘POIBUIUII]D 2I9M SMIIAJI 1011d
qons J] "I3MO0110q o) Aq SUOTSIAII
0} SpeI] YOIyMm ‘SUOIIEN[eAd

PIq IO S}USWMO0p JUIpplq

oU3 U1 soroenbopeuUl SMOYS MITASI
Jorxd oy yeyy 1oyIeI Ing JjOsH ur
M21491 1011d 3y} J0U ST SAB[IP IOF
asned oy, "AouoJe Sunuawuardur
o3 Jo Anpiqedes ayy 109301

0p Ma1A91 Jord 10J PIOYSAIY L,
Juowamndoxd ur sAe[ap 9onpal

soud joeRUOD
JO 9,6 I0A0
suonEOIpoOw
pue ‘(Ajuo
SJUE)NSUOD 10])
JOBIIUOD 1JRIP
‘uonen[eAs piq

BIpuj

nzelg

sA@A BNO

VAr/aQad1

IALI(] 150))




8y

‘AMOU AJUO TWIO)SAS S} 0} SUTAOW
STl oY} S[HA ‘ME] URIIZBIE 3Y)
M 9[qnedwod st YoM ‘ss3001d

*A[IU21SISUOD

POIEN[BAS OIE SJUB)[NSUOD JBI[} 9INSUI

0} J9PIO Ul 959} ozruotuiey 03 9doos st

aIa1) pue SE(IIA SSOIOR IQJJIP PIJONPUOD oIk
sresodoid Jo suoneneAs Yorgm uo saseq oy ],

"S9OUB)SWINIID
o1yroads

ul POMO[[e

10 poquosaxd
aIe spoyjout
197)() "pasn
AJuowrtod
1SOW UONO[2S
paseq-Ajijenb

(uonooras

Jo sadfy 1o1p0
‘ATuo Anjend)
‘Anrenb pue
9011d) UOTJBNBAD
10 siseq

SUILIT]
unnsuoo jo

Ton30a7es a3 ut 9o1xd Jo asn pue -1500) uonestyjenb-a1g
o1} smojfe (Y] ‘puey I9yjo o) "BLIQIID 9SO1[) ZIUOULIBY

IRISAS uQ "sempaooid oY) SIBIIIOL] 01 odoos s1 219y, "AI[IQISI[D 23EN{EAD penmuzad JoN 1s9191U]
sy 03 3uraow osye St gy qomyMm ‘me] uelfizerg oyl £q 03 BLIAJLID JULISJJIP 9sN pue uonesiyenb Jo uorssaxdxy
‘uonenyeAs ul a5e Jy3rom ajenbape P23eIoIp 1By} 0] JBIUUIS ST $$2201d -21d J0 w0y swos axnmbax sg ISON 000°00Z$ 10] MSAPY
UQATS OS[E ST 3S00 UIDISYM POYISW | (I YL 10U S20D (TYH] Sealaym - §)oBIUOD :S)UEINSuU0d
ueg o 1] serouade Funnoaxy uoneotyenb-a1d sosn gy oy, JuawasI2ApE palmbar sg(ry IS0 10J pannbay JURI{NILEIEN

“(setgunod

IaquId
€81) VAI/QYEI | setjunod o[qrayo

'SSQIppE
Ued SUOTMNSUT 0Mm) Y} JO SpIeog

ot A[uo Jey; ansst D104 © St

J0 digszoquiatn
[eqor3 jsoufe
o) USAIS

onssI ue Jou

st sty3 donpoead

10 ISqUuaw 0}
POIOLISAT ‘SIIAIAS
pue spood

Jo wguo I10j

pue ‘sjuelnsuod

ST, "paiuul] a1ow s1 drysiaquuot ur ygno ‘510101109

g1 SesIoym ‘sIoquuatl (Tdl sjuswraarnbar A11qIdipe Anunoo samunod | ‘siorjddns ‘s1eppiq

oI $AINUNOD [ A[TBaU 20UTS (J] IoquuauI ou sey (T ATuo {ddg] ueyd Ioquewl |  JO A)[EUOTEU 10]

[1Ze1g I0J Sk owesg oy} 1040 oSejueApe Ue sey (] | drysioquiowr pejmu] a10ul 9ALY SE(TY ISON 0] PAOINsSY | erIoIId ANIqISg

pIeog 91} JO [9AS] oY) J& UOIN[0saI axmbear Jao payroads SJUB)[NSUOD

"SSIPPE [[14 pue 2ATISUSS A[peonijod st ansst sty ] BMO[2q | PUR SYIOM ‘SPO0T

ued SUONMIISUT 0M} 31} JO Spleog saoua1agald suardroal 10 (saouarajaxd

o Afuo yeys ansst ADTTOJ Aue urejurens J0u saop (LA A[UO 10J 9467/ [euoidar

B SISIY], ‘soouaioyald Jeuordar 0s[e spood jpuo1da.L pue JIom :$10]0BIIUO)) ‘sooua1ajoxd

sydooor (] sea1oym ‘aouarajard J010132.4 10J $90UIIJa1d 9ARY SH(TY SWOS J1ISoWO( O1)SaWIOP

reuordor jou ‘sousisjord VAI/IE] ULy} I9MO] SUI0S pue 1oy %G1 SPooD "3-9) 9ouarejaxd

"BIPUJ UT 9NSSI UL JON onsewop sydoooe (Y] QWIOS — SE(TY SSOIR AIBA S[OAD] SOULIJOI] onsawo(] Jo smBrejy
‘00
oy} jo Surggers
Jenbape

Blpug 1ze1g sy RO varaadl JIAH(] IS0))
















