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I
Message From
The President

Juan E. Notaro Fraga
EXECUTIVE PRESIDENT

The year 2022 will mark the 10th anniversary of FONPLATA' re-launching process, which |
had the privilege of leading as Executive President of the Bank.

The Governors of our five member countries held several years of discussions before making
decisive changes in the institution's governance and strategic assessment. The aim was to
reposition a Fund that had not yet achieved the expected relevance to support the develop-
ment and investment needs of the countries of the River Plate Basin.

The Governors expected to strengthen the new regional financial architecture promoted by
member countries; to deepen physical, economic, and social integration, particularly in the
areas traditionally less favored by international financing; and to have an agile and flexible
financial tool closer to the countries’ development agendas, in addition to the traditional
sources of funding.

During these years, FONPLATA lived up to and exceeded the expectations set by the mem-
ber countries. Among other things, the transition from Financial Fund to Development Bank
was successfully implemented, and credit ratings of “A” with positive outlook and “A2" with
stable outlook were assigned by two of the most well-known international risk rating agen-
cies, Standard & Poor's and Moody's, respectively. Besides, the average annual lending ca-
pacity increased eleven times, whereas the loan portfolio increased by 20% on a yearly ba-
sis, becoming four times bigger than in 2012. Likewise, authorized capital grew more than
six times, expanding from USD 489 million to USD 3.014 billion, and the return on funding to
countries averaged USD 5 for every U.S. dollar lent.

Additionally, our portfolio not only grew exponentially, but also incorporated the best prac-
tices regarding climate change, environment, and citizens inclusion in all its dimensions. It
further diversified its areas of action, including sustainable logistics and communications in-
frastructure; border development; integrated development of small and medium-sized cities;
social infrastructure for health, education, water and sanitation in rural areas; and renewable
energy, sustaining an average project size of USD 35 million. This is very important since the
small projects sector has traditionally not been sufficiently served by international funding.

As for 2021, the Governors approved a new Institutional Strategic Plan (PEIl), which propos-
es a revitalization of the strategic objectives and lines of action that should guide the Bank's
organizational structure over the next five-year term. In addition, we have doubled our dis-
bursement capacity to support our member countries in their health and economic recov-
ery from the COVID-19 pandemic. This has resulted in a positive net cash flow for all coun-
tries, averaging 3.9 times the amount of principal repayments and loan interests and fees.
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Furthermore, in cooperation with Crédit Agricole CIB as advisor, and based on the indepen-
dent evaluation conducted by Sustainalytics, FONPLATA has just published its “Sustainable
Debt Framework”. The approval of this document is crucial for the funding of environmental
and social impact projects and consolidates FONPLATA as one of the first multilateral banks
in Latin America to incorporate the guidelines established by the International Capital Mar-
ket Association.

Thus, the Bank has reached 2022 with a strong institutional image and financially solid, ca-
pable of offering rapid responses to the needs of its member countries, with a consolidated
and efficient operating culture, flexibility to adapt to changes and capitalize on the opportu-
nities that arise, and a professional team committed to supporting our countries.

In the short term, in addition to the challenges posed by the post-pandemic recovery of eco-
nomic activity — i.e.,, employment and income for the most vulnerable sectors —, the scenar-
io of conflict and geopolitical instability severely impacts the region. The lower availability of
raw materials and commodities and their higher prices threaten to further accelerate the in-
flationary trend of our economies, as well as to alter trade and capital flow to the region.

Therefore, our current challenge is to enhance FONPLATA's ability to support its member
countries with more resources and on better terms in order to achieve their development
and poverty reduction goals, since the pandemic has raised poverty rates to their highest
level.

Besides, Bolivias imminent entry as a full member of MERCOSUR positions FONPLATA stra-

tegically as the development bank of this regional bloc. In a global context of uncertainty,
there is little doubt of the need to strengthen and revitalize MERCOSUR, for which the avail-
ability of a solid and reliable financial institution of its own can become a critical and strate-

gic tool for the promotion of integration and regional development policies.

Grateful for the support of our Governors and Executive Directors, and the efforts of the
team that accompanies me, | can affirm that the decision to re-launch FONPLATA ten years
ago was, and still is, a total success. We must continue our work to guarantee the necessary
conditions to strengthen the institution and, as our motto indicates, to bring development
closer to the people.

FONPLATA - Developement Bank
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GLOBAL ECONOMY 1
ECONOMIC
AND SOCIAL

Although the pandemic was the central issue, 2021 started with no vaccines and CONTEXT
the fears about the effects of the pandemic on real economy. Nevertheless, ev-

idence has shown that the global economy’s growth performance exceeded ex-

pectations during the past year. This is explained by two major factors. On the

one hand, the rapid deployment of vaccination campaigns, especially in the

most developed countries, enabled a rapid reopening of their economies. On

the other hand, expansionary tax policies and loose monetary policies pursued

by central banks induced strong stimulus to domestic demand.

The outlook started to change in the third quarter and bottlenecks appeared at
different points of the global production chains boosting inflation. By the end of
2021, inflation had returned, and everything suggests that it will persist in the
coming quarters. This is a very important change of scenery, since the upsurge
of inflation has given rise to a global readjustment process in monetary and fi-
nancial policies, which has been stronger and faster in emerging economies, es-
pecially in our region.

According to the most recent data (WEO — World Economic Outlook, January
2022), after a 3.1% fall in 2020, global growth was of 5.9% in 2021. A breakdown
of this growth by zone and economic development level shows that the magni-
tude of the fall in activity in 2020 and the speed of recovery in the following year
were very heterogeneous. On average, developed countries experienced a fall of
4.5% in 2020 and a recovery of 5% in 2021. For emerging Asian economies, the
fall was much smaller in the first year of the pandemic (0.9%), and the recovery
in the following year was larger (7.2%). In Latin America and the Caribbean (LAC),
the average decline during 2020 was larger (6.9%) and growth in 2021 reached
6.8%.

PROSPECTS FOR DIVERGENT RECOVERIES OF REGIONAL ECONOMIES
AND COUNTRIES (GDP CHANGES IN % — PERIOD 2019-2022)

REGION/SUBREGION 2019 2020 2021* 2022*
World Economy 2.8 -3.1 5.9 44
Advanced Economies 17 -4.5 5 3.9
USA 2.3 -34 5.6 4
Euro Zone 15 -6.3 5.2 3.9
EMEDE 37 21 64 48
China 6 2.3 81 438
Emerging Asia 54 -0.9 72 59
Emerging Europe 2.5 2 6.5 3.5
LAC 01 7 6.8 24
FONPLATA-5 0.5 -5.3 5.8 1

Source: WEO and member countries’ information, and FONPLATA's own estimates.
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The U.S. economy grew 5.6%, driven by the increase in private consumption

(+7.9%), and secondly by the increase in private investment (+9.5%). Government
consumption and investment remained almost unchanged (+0.5%), and the contribu-
tion of the external sector was negative. In contrast, in China, where the gross domes-
tic product (GDP) increased by 8.1%, net exports made the highest contribution to

growth in the last 25 years. The European Union (EU) reported a 5.2% growth, recover-
ing the GDP pre-pandemic level in the last quarter of the year. As in the United States,
growth was driven by consumption and private investment but, unlike the latter, the

contribution of net exports to growth was positive. In Latin America and the Caribbe-
an (LAC), the recovery pattern was marked by the dynamism of consumption and pri-
vate investment. Although the value of the region's exports grew by about 25% (8% in

volume terms), the increase in imports (32%) was even greater, resulting in a negative

contribution of net exports.

Unusual price increases in commodities and energy last year generated infla-
tionary pressures across the globe. During 2021, inflation reached historical re-
cords both in the United States and in the Euro Zone — 7%, the highest in 39 years,
and 5%, the highest since the index began to be registered in 1997, respectively. In
both cases, the highest increases in the basket of goods and services were in energy
(+29.3% in the United States and +26% in the Euro Zone) and transportation services
(21.1% in the United States and 11% in the Euro Zone). Excluding energy and food, the
price increase during 2021 is reduced to 5.5% in the United States and 2.7% in the
Euro Zone. Meanwhile, in China prices behaved much more moderately, with year-on-
year inflation as of December 2021 at 1.5%.

To counteract the effects of the pandemic, as of March 2020, the U.S. Federal
Reserve (FED) reduced its reference rate to a range between 0-0.25%. This poli-
cy remained unchanged until October 2021, when the FED decided to start respond-
ing to inflationary pressures by progressively reducing its asset purchase program. Ac-
cording to the announcements of the Federal Open Market Committee (FOMC), the
monetary authority plans to end this program by the end of March 2022 and begin a
process of increasing the monetary policy reference rate. This implies a progressive in-
crease in the cost of funding in U.S. dollars for emerging markets and, specially, for our
region.

The service sector was more severely hit by the pandemic than the goods sec-
tor. Global trade indicators recently published by the United Nations Conference on
Trade and Development (UNCTAD) show very different behaviors in these two macro
sectors. While in 2020 the value of global trade in goods fell by an average of 7.4%, that
of services fell by 20%. The recovery during 2021 was also heterogeneous with an in-
crease of 25.3% in global trade in goods compared to only 14.4% in services. The un-
expected magnitude of the recovery in global trade in goods during 2021 created bot-
tlenecks in global value chains that led to significant price increases in commodities.

Indeed, after the generalized fall in commodity prices in 2020, the increase
during 2021 was significant, in many cases reaching all-time highs. According
to the commodity price indexes published by the International Monetary Fund (IMF),
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commodity prices rose by an average of 53.3% in 2021. This increase is broken down
into a 26.8% increase for non-energy commodities and a 101.8% increase for energy
commodities, which, in turn, is broken down into an increase of 262.6% in the price of
gas, 110.8% in the price of coal, and 63.8% in the price of ail.

Within non-energy commodities, foodstuffs rose 28%. During 2021, the interna-
tional price of soybean ranged between USD 550-650/Ton and accumulated an av-
erage increase of 43.4%. Meat, whose prices were already high before the pandem-
ic, had a minimal price reduction in 2020 (-2%) and a significant recovery throughout
2021, accumulating a price increase of 15.4%, and maintaining record price levels in
the last 3 months. The price of corn rose 56.9% during 2021 and that of wheat, 13.6%.

GROWTH ANNUAL VARIATION IN THE SUBREGION
OF FONOPLATA'S MEMBER COUNTRIES
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Source: Member countries’ central banks and WEO

Price increases in base metals were also extraordinary during 2021. Zinc rose 32.5%, sil-
ver 22.5%, lead 20.6%, and tin, which has been at record levels for two quarters, accu-
mulated a rise of 89.1%. Finally, the price of urea rose 110.9%, also at record levels. The

generalized rise in the prices of commodities triggered a positive shock in trade for
the economies of all the River Plate Basin countries during 2021.

SUBREGIONAL OUTLOOK

In the course of 2021, the economies of the River Plate Basin countries overcame the
acute recession that affected activity levels in 2020. Progress in vaccination programs
helped reduce the impact of the most recent wave of COVID-19 infections, associat-
ed with the Omicron variant. Although infections increased significantly in all coun-
tries of the subregion, the proportion of cases requiring hospitalization in intensive care
units and the fatality rate of the virus have been drastically reduced, allowing the grad-
ual opening of productive activities and greater mobility of the citizens of the countries
of the subregion. However, the possible emergence of new strains of COVID-19 means
that the health situation is still uncertain at both the global and regional levels.
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In general, the economies of the subregion have recorded expansions in many of the pro-
ductive activities most severely affected by the health emergency. Current projections
of GDP growth in 2021 agree that the economic recovery underway is making it
possible to overcome the severe recessionary situation and that, in most of the
economies of the subregion, the expansion of activity levels has made it possi-
ble to surpass the pre-pandemic GDP levels.

Among the River Plate Basin countries, the economic recovery of Paraguay
stands out, as it was the country that recorded the least pronounced falls in GDP
in 2020 and managed to recover its pre-pandemic activity levels as early as the
first quarter of 2021. The Brazilian economy also managed to regain its pre-pan-
demic size in the first half of 2021, but lost momentum during the second half of
the year and at year-end is technically in recession. This could potentially affect
the rest of the economies in the sub-region this year. National accounts’ results
of Argentina and Uruguay were surprising, showing that, as of the third quarter,
both were operating above pre-health crisis levels. The context of Argentina’s re-
covery is peculiar since, in the year prior to the pandemic, the economy was al-
ready in a contractionary process. In the case of Bolivia, economic growth has
reached 6.1% in 2021, higher than pre-pandemic levels.

Regarding inflation in the region, Brazil had the highest in 18 years (10.1%) and Paraguay,
the highest in 11 years (6.8%). In both cases, inflation reached levels higher than
the target set by their respective monetary authorities (3.75% in Brazil and 6%
in Paraguay). In Uruguay, inflation hit 8%, being also outside the target range (3—
7%). In Argentina, it reached 50.9%, but remains at very high levels since before
the pandemic. Finally, Bolivia showed a lower price increase: 0.9%.

The expansionary phase of monetary policies that began in 2020 and lasted for
most of 2021 has ended. Within strong inflationary pressures, the central banks
of the countries in the subregion have begun to increase reference interest rates,
although in some countries real interest rates remain at negative values. The only
country that has not been affected by increases in inflation rates is Bolivia, which
maintains inflation rates similar to the period prior to the pandemic outbreak.

Inthe course of 2021, the process of recovery of foreign trade flows has been consolidat-
ing, in a context in which most of the countries of the River Plate Basin have maintained
positive balances on goods and services. The increase in imports has accompanied
the economic recovery, while agricultural and mineral exports have shown sig-
nificant growth, boosted by the improvement in international prices. The con-
tinuity of the recovery process of world trade would maintain a favorable sce-
nario for the expansion of exports. Nonetheless, it is important to bear in mind
that the distortions caused by the pandemic in international trade logistics have
translated into considerable price increases of traded goods.
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PROSPECTS FOR 2022

The outlook for the future is conditioned by the following four issues: (i) The health sit-
uation will continue to be a dominant factor due to the possibility of new variants
of COVID-19; (ii) Hand in hand with production bottlenecks and changes in labor
supply, inflation has gained significant traction, thus, the FED and other central
banks are concerned about inflationary pressures that could generate a resur-
gence of the pressures observed in the second half of 2021; (iii) Changes in inter-
national financial flows derived from the normalization of monetary policy in de-
veloped economies could affect the stability of emerging markets, while interest
rate hikes in the United States will make emerging countries’ indebtedness more
expensive and will generate pressure to depreciate their currencies; and (iv) Geo-
political risks are potentially highly disruptive to the global economy, particularly
in relation to energy markets.

In this scenario, global growth projections for 2022 point to 4.9%. For the Euro Zone,
growth is forecast at 3.9%, and long-lasting supply constraints and disruptions
caused by COVID-19 seem to lead to more moderate growth than initially expect-
ed. For the economies of Latin America and the Caribbean (LAC), growth is ex-
pected to be of 2.4%.

As for the FONPLATA sub-region, in a macroeconomic context characterized by the
emergence of inflationary pressures that have begun to worry monetary policymakers
in its member countries, analysts agree on more modest growth projections for 2022,
especially for Brazil. Meanwhile, the favorable external context is expected to
persist in 2022, particularly with high prices for exportable goods, thus generat-
ing significant dynamism on the external demand. The case of Bolivia is different.
Domestic demand is expected to play a preponderant role due to the ambitious
public investment plan announced by the government for the coming years.

In the remaining economies of the subregion, the fall in households’ labor in-
come, the withdrawal of the support measures implemented to address the
health emergency, and the need of fiscal consolidation moderate expectations
regarding the expansionary role that domestic demand may play.

Although health experts warn that the pandemic has not ended and governments
still maintain some components of public spending as precautionary measures,
progress towards normalization of the fiscal position appears to be the scenar-
io as of 2022. The expenses corresponding to the acquisition of the vaccine dos-
es necessary to sustain the vaccination plans cannot be removed immediately,
but this component of public spending does not seem to be a determining factor
affecting the adjustment of public accounts. Thus, the fiscal consolidation pro-
cess to which the governments of the River Plate Basin countries have commit-
ted themselves is marking the end of the use of fiscal policy to address the eco-
nomic crisis caused by the pandemic.
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Given the existing inflationary pressures, central banks of the region are expected to
continue raising interest rates in order to control inflation. In the case of Brazil, it is
expected that the interest rate hike cycle will be moderated in upcoming meet-
ings. A tightening of monetary policy is also expected for the other countries of
the region by 2022, particularly for Uruguay and Paraguay. These countries priori-
tize the anchoring of inflation expectations in the policy horizon, which have sur-
passed targets in 2021.

FONPLATA - Developement Bank
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After the onslaught of COVID-19 in the region, our countries are taking a breath-
er. Although vaccination progressed in 2021, they still had to face several waves
that prevented the expected economic and social development in the region.

To adapt to this new reality (the so-called “new normal), the Bank continued the
decentralization of operational staff in the member countries, being now pres-
ent in each of the five countries.

The post-pandemic period was marked by progress in the execution of fast-dis-
bursing projects approved during the previous year, which helped drive econom-
ic recovery in our countries.

Always aiming at the Bank's institutional efficiency, regulations were updat-
ed, consolidating the fiduciary aspects and the quality control tools of the ap-
proved documents, developing a self-assessment and update system of critical
activities and their risks, as well as refining the Project and Operations Informa-
tion System and Dashboard. Besides, a project tracking system was developed
based on milestones and risks, which will serve as the basis for the future com-
plete computerization of an integrated project management system.

In line with the Sustainable Development Goals (SDG 2030), the focus was on
identifying the contribution of each of the Bank's operations, concluding that
the portfolio contributes to 16 of the 17 SDGs (it does not contribute to SDG
14 — Oceans). Within the first three, 39 operations are aligned to contribute to

SDG 9 (Industry, Innovation and Infrastructure), 33 operations to SDG 11 (Sus-
tainable Cities and Communities), and 24 operations contribute to SDG 10 (Re-
duced Inequalities). Likewise, in collaboration with the Management of Finance
and Administration, FONPLATASs Sustainable Debt Framework was prepared and
submitted to a Second Party Opinion (SPO), obtaining a favorable opinion that
highlights its credibility, impact, and alignment with international best practices.
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In the 2021 management, the Operational strategic orientation was reviewed,
updating the Bank's business, vision, mission, and values, and defining the attri-
butes leading towards:

Reliability: getting closer to customers, decentralization, empathy,
accessibility, efficiency, responsiveness, and permanent dialogue.

Efficiency in operating and transactional costs: low operating and
transactional costs to offer customers better financial conditions.

Proactivity: diligence, speed, rapid response, adaptability.

Simplified Business Processes: integrated, simple, straightforward,
automated, and risk-based processes.

Differentiated Financial Products: offering a range of financial prod-
ucts that differentiate from other entities and best serve the coun-
tries.

Expertise in Areas of Specialization: high value team, with industry
knowledge in the areas of specialization determined in the Bank's
PEI.

Operational Autonomy: use of processes and policies internally and
externally validated and recognized that guarantee FONPLATA's op-
erations.

Under this framework, the funding portfolio at the end of 2021 is comprised of
96 operations, for an aggregate amount of USD 2.833 billion, broken down as
follows: 48 operations in execution, for USD 1.55 billion; 15 operations pending
to become effective, for an amount of USD 648 million; 9 operations in the pro-
cess of closing, for USD 206 million, and 24 operations in the principal repay-
ment stage, for an overall amount of USD 429 million.

During 2021, 14 new operations were approved, for an aggregate amount of
USD 353.4 million.

FONPLATA - Developement Bank

Annual Report 2021



1. ARGENTINA

In 2021, operations were more focused on the productive economic sector and
infrastructure in the areas of governance, production, non-financial services,
sports, and telecommunications, in addition to ongoing support to address the
COVID-19 pandemic, poverty reduction, and protection of the most vulnerable
sectors.

The funding portfolio amounts to USD 797 million, comprising 41 operations, 8
of which were approved in 2021, totaling USD 121 million. Of the total active
portfolio, 9 operations are in the principal repayment stage (USD 93 million), 4
are pending the signing of the respective loan agreement (USD 65 million), 20
are in execution (USD 438 million), and 8 have disbursed all the resources and
are in the process of signing the closing record (USD 201 million).

Among the funding approved during 2021, it is worth mentioning the support for
the expansion of fiber optics in the country, for an amount of USD 18 million, an
operation that seeks to improve digital connectivity in urban centers with low
population density in the Province of Buenos Aires.

Also noteworthy is the promotion of governance through the approval of two op-
erations that support the harmonious development and operation of the Eco-
nomic and Social Council, for an aggregate amount of USD 33 million.

On the other hand, operations were approved to support tourism and sports, for
USD 37 million, which will allow to improve the emblematic tourist units of Cha-
padmalal, in Mar del Plata, Province of Buenos Aires, and Embalse de Rio Terce-
ro, in the Province of Cérdoba, as well as to enhance the quality of the country’s
sports infrastructure and promote physical activity and the practice of sports.

Continuing with the support to counteract the effects of the COVID-19 pandem-
ic, an operation was approved to strengthen infrastructure for the development
of social, family, and health care strategies for the extremely vulnerable popula-
tion; and an operation for the cultural sector to support centers for cultural and
social inclusion, for an aggregate amount of USD 20 million.

Finally, it is important to note that an operation to promote resilient and sustain-
able agrifood systems for family farming was approved, for USD 13 million, with
cofinancing from the International Fund for Agricultural Development (IFAD) for
the same amount.

1.1 TECHNICAL COOPERATION

OCT/NR-ARG-50/21 Infrastructure for the sustainable territorial development
of the Buenos Aires metropolitan area - USD 75 thousand.

The general objective of the project is to contribute to the development of public
policy guidelines for the sustainable territorial consolidation of the second and
third rings based on road connectivity and the expansion of public services in the
metropolitan area of Buenos Aires. It includes three main components, which de-
rive from this objective: a) Territorial diagnosis based on the legal and real uses
of the area of influence of the new layout of Presidente Perén Avenue (includ-
ing the social, economic, environmental, service infrastructure, road connectivity,
and land use dimensions); b) Proposal for the draft and implementation of pub-
lic policies for the road connectivity axis and its articulation with the demands
of other complementary services; and c) Investment Project Profile according to
the guidelines of the Secretariat of Strategic Affairs (SAE). Additionally, in relation
to the impact of public policies, a validation and communication component of
the proposals was incorporated to engage other public actors.

OCT/NR-ARG-54/21 Improved financial supervision of audited financial sta-
tements in the framework of SSRFID’s stewardship role in projects/programs
funded by FONPLATA - USD 75 thousand.

The Undersecretariat of International Financial Relations for Development (SS-
RFID) is responsible for “supervising the administration of national public sec-
tor programs and projects financed with external funds and carrying out their
evaluation and control”. Within this framework and to improve the fulfillment of
this responsibility, FONPLATA granted the Argentine Secretariat of Strategic Af-
fairs (SAE) a technical cooperation to strengthen the SSRFID’s stewardship role
in the control and follow-up of the audits of financial statements of all the credit
operations in force between FONPLATA and the Undersecretariat, as well as to
strengthen and provide technological tools for monitoring and decision making
concerning the operations in which SAE acts as implementing agency.
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2. BOLIVIA

In 2021, we continued to support the generation of employment and the eco-
nomic reactivation of the country, focusing on the inclusion of women heads of
household and unemployed youth in the construction of different infrastructure
works and micro-, small-, and medium-sized enterprises throughout the country.

In this context, aiming at the inclusion of vulnerable sectors in the development
of the different projects, the work focused on: (i) Integrality, involving the devel-
opment of the multiple capacities of local labor, the generation of a decent fam-
ily income for the service provided, and the improvement of streets and roads in
the intervened areas; and (ii) Community Approach, based on the identity and
forms of organization and self-management of local communities. Interventions
were conducted in 9 departments and more than 24 municipalities, with close
to 350 interventions nationwide. This benefited 220 thousand families through-
out the country and generated more than 50 thousand direct and indirect jobs.

Road construction and maintenance of the bioceanic corridor in the tropical
zone of the country continued, despite the difficulties of the pandemic, contrib-
uting to the project of a dual carriageway, and seeking to reduce costs and travel
times, improve safety, and increase the country’s competitiveness.

In the Department of Potosi, in the municipalities of Tacobamba, Ravelo, and
Ocuri, 1,263 residential water harvesting solutions and 20 social water harvest-
ing solutions (health centers and schools) were delivered. The same number of
photovoltaic systems have also been received and will be installed in those mu-
nicipalities. By 2022, approximately 3,000 photovoltaic panels are expected to
be installed in the departments of Beni and Chuquisaca.

During 2021, the last of the 24 bridges built in rural areas of the department of Co-
chabamba was delivered. These works will benefit 24 thousand families in 15 ru-
ral municipalities, reducing travel times between towns, to schools, health centers,
and marketplaces to sell their products. Thus, products will be offered at better
prices in the central markets and educational and health standards will improve.

By the end of 2021, the portfolio under implementation amounted to USD 552
million, covering 16 projects, 4 of which are in principal repayment stage (USD
90 million), 1 has been fully disbursed and is in the process of signing the closing
record (USD 5 million), 10 are under implementation (USD 357 million), and 1 is
pending signature so that the resgective loan enters into force (USD 100 million).

24 FONPLATA - Developement Bank

3. BRAZIL

FONPLATA' strategy, as in previous years, continues to be to attract new oper-
ations by creating clusters of projects concentrated by state. This allows to pro-
mote a greater presence and a stronger impact in each region. Therefore, work is
being conducted in the states of Santa Catarina, Mato Grosso do Sul, Sdo Pau-
lo, Parand, Espirito Santo, and Rio Grande do Norte. All projects seek to improve
the quality of life of their inhabitants and lead infrastructure to address the im-
pacts of climate change.

Brazil's portfolio consists of 20 operations, totaling USD 486 million. In 2021, 5
projects were approved, amounting to USD 132 million. These 20 projects com-
prise 6 operations in principal repayment stage, representing USD 3 million, 7
operations approved but pending contract signature, for a total of USD 207 mil-
lion, and 7 operations under full implementation and disbursement, amounting
to USD 246 million.

Brief description of the 5 operations approved in 2021:

a) The project in Indaiatuba (Sdo Paulo) totals USD 30 million and is
aimed at supporting short-, medium-, and long-term sectoral actions
to reduce water deficit, and to recover and preserve waterways envi-
ronmental quality by expanding the coverage of drinking water and
sanitation services, the sustainable use of water resources, and the
reduction of the population's vulnerability to the risk of water stress.

b) The USD-16-million “Sorocaba Mobility and Urban Development
Program” will develop a series of actions and investments to restruc-
ture the road network through the implementation and/or improve-
ment of urban roads, including, among other services, bikeways, pav-
ing, drainage, signaling, artwork, and feeder roads.

c) “Acelera Palhoca” in the State of Santa Catarina totals USD 11 mil-
lion and aims to solve urban infrastructure problems related to:
drinking water supply, mobility, and urban planning. The interven-
tions will improve the quality of life in areas occupied by low-income
population.
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d) Two parallel operations are being conducted in Criciima totaling, USD
42 million. The interventions will be based on city's Urban Mobility Plan
(PMU), which will define the construction of new roads, duplication
and widening of lanes, implementation of bikeways and sidewalks, ex-
clusive lanes for public transportation, micro-drainage, lighting, and
signaling. Besides, to adapt to climate change, improvements to storm
drainage system in the Criciima River Basin will also be fund, as well
as the refurbishment of the Cechinel Hill Ecological Park.

e) The USD-50-million Blumenau project seeks to improve the quality
of life of the population through investments in sustainable urban
infrastructure and drinking water supply works.

3.1 NON-SOVEREIGN RISK LOANS

At the beginning of 2020, a USD-36-million funding was granted to the Banco de
Desenvolvimento de Minas Gerais (BDMG) to meet the Bank's demand for finan-
cial resources to assist local governments in the state of Minas Gerais. In 2021,
this funding was increased by USD 6 million.
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4. PARAGUAY

During 2021, regional and international integration works continued to be ex-
ecuted in Paraguay, advancing in the construction, improvement, and mainte-
nance of highways, and the construction of bridges throughout the eastern and
western regions of the country.

Likewise, the execution of the project “Construction of the Transformer Substa-
tion and Power Transmission Lines in Valenzuela’, in the Department of Cordille-
ra, has made progress with the contracting of the company in charge of supply-
ing and installing the 500kV transformer plant.

It is important to highlight that with funding from KfW (Kreditanstalt fir Wied-
eraufbau), FONPLATA contracted and is supervising the Environmental Impact
Study for the Construction Project of the 220 kV Transmission Line covering Vil-
la Hayes-Villa Real de la Concepcién—-Pozo Colorado-Loma Plata, and the 220 kV
Pozo Colorado Substation, in the western region, which will allow the preparation
of a funding project for more than USD 100 million during the fiscal year 2022.

At the end of 2021, Paraguay's active portfolio amounted to USD 698 million,
funding 11 operations: 3 awaiting ratification by Congress, totaling USD 276 mil-
lion; 6 under implementation, amounting to USD 339 million; and 2 projects that
are in the principal repayment stage, for USD 83 million.
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5. URUGUAY

In 2021, the active loan portfolio amounts to USD 300 million, comprising 8 op-
erations distributed as follows: 5 under implementation, for USD 171 million,
and 3 in the principal repayment stage, totaling USD 129 million. Within the
framework of the execution of current loans, we contribute to the achievement
of the United Nations 2030 Sustainable Development Goals (SDGs), in particu-
lar SDGs 1, 6, 8,9, 10, and 11.

During the 2021 management and in a post-COVID context, to support the ef-
forts lead by the Government since 2020, work continued to alleviate the im-
pacts on micro- and small-sized enterprises and provide financial assistance
through the execution of two operations, for a total amount of USD 30 million.
Of this total, USD 29 million were disbursed, enabling the provision of financial
resources to the micro- and small-sized enterprises most vulnerable to the ef-
fects of the pandemic and reduce the closure of those enterprises.

In addition, during the fiscal year 2021 and within the framework of one of the
most important projects of the portfolio, a milestone was reached in the installa-
tion of the access bridge to the port area of Montevideo, which is expected to in-
crease the capacity and functionality of the existing feeder roads, besides contrib-
uting to the improvement of traffic in an important area close to the city center.

On the other hand, some of the works planned for road rehabilitation, and adap-
tation and maintenance of bridges that contribute to improve forest corridors
located in various parts of the country were also completed at a good pace.

Finally, regarding the improvement of environmental quality, the completion of
the treatment plants and sewage systems in the Santa Lucia River Basin (San
Ramén, Fray Marcos, Casupd, and Florida) contributed to the reduction of ma-
rine pollution, considering that the treatment includes a significant removal of
nutrients and therefore an improvement in the quality of the surface water of
this basin.
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5.1 NON-SOVEREIGN RISK LOANS

In 2021, a USD-42-million funding was approved for Corporacién Vial del Uru-
guay (CVU), which shall be used for investments in works, goods, and services,
generating social and economic development.

5.2 TECHNICAL COOPERATION

OCT/NR-URU-51/21 COVID-19 Humanitarian Aid: Uruguay — communication
campaign of the National Vaccination Plan — USD 100 thousand.

This technical cooperation stems from the OCT/NR-COVID-35/20 “Emergen-
cy Fund for COVID-19 Humanitarian Aid” which was approved by the Executive
Board of Directors for the allocation of non-reimbursable resources to assist
member countries in the funding of eligible activities that provide immediate re-
sponses to the emergency resulting from the COVID-19 pandemic. The main ob-
jective of this operation is to support the detailed dissemination of the different
stages of the vaccination campaign in Uruguay and, on the other hand, to raise
awareness of the importance of this process to overcome the pandemic without
generating a setback that would make it necessary to resort to more restrictive
measures of social mobility.

OCT/NR-URU-53/21 Institutional strengthening of the National Development
Agency (ANDE) for the implementation of Project URU-22 “Financial Assistan-
ce Program for Micro- and Small-Sized Enterprises” — USD 70 thousand.
FONPLATA approved funding for the project “Financial assistance program for
micro- and small-sized enterprises”. Financial assistance poses a significant
challenge for ANDE (Agencia Nacional de Desarrollo). It is, thus, imperative to
strengthen its institutional capacities to ensure the successful implementa-
tion and dissemination of the instruments and actions included in the Program.
In this sense, the objective of the technical cooperation is to contribute to the
technical strengthening of ANDE by funding technical activities through con-
sultancies and the contracting of specialized technical services for the improve-
ment and development of ANDE's credit management system functionalities.
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REGIONAL TECHNICAL COOPERATION

OCT/NR-ISM-52/21 Training in innovation and social technologies — USD 10
thousand.

FONPLATA has joined forces with the Mercosur Social Institute (ISM), within the
scope of its mission, to support the integration of member countries to achieve
a harmonious and inclusive development and favoring the complementarity and
synergy of efforts of national development organizations and other develop-
ment agencies. This technical cooperation with the ISM School of Government,
through technical and financial resources, promotes the transfer of knowledge
and qualified experiences to member countries, as well as the transfer and ad-
aptation of technologies and applied knowledge that help to complement and
strengthen the ability to prepare and implement projects to advance their own
development.

OCT/NR-ILAT-55/21 ILAT Alliance — 2021 Work Plan - USD 200 thousand.

In May 2020, IDB, CAF, and FONPLATA signed a Memorandum of Understand-
ing through which they agreed to continue working together and form the Alli-
ance for the Integration and Development of Latin America and the Caribbean
(ILAT). The Alliance is intended to support the countries’ efforts to identify, plan,
and prioritize integration projects and initiatives, generate knowledge and tech-
nology applied to projects, develop binational and/or multinational integration
spheres, and implement high technical quality and transparent regional infra-
structure works. In this sense, FONPLATA co-finances the Alliance’s 2022 Work

Plan, which aims at consolidating and positioning ILAT as a working space for
the development of quality and innovative integration infrastructure, within a
transparent and collaborative framework.
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IV

(All figures are in million USD dollars)

The following is a comparative analysis of the Bank's achievements during the
fiscal years ended December 31, 2021, and 2020, respectively.

In the 2020 — 2021 period, under the effects of the COVID-19 pandemic, the
Bank consolidated its role as a multilateral financial institution for regional de-

velopment, achieving and surpassing the strategic objectives of its Institutional
Strategic Plan (PEI) 2018 — 2022.

For instance, taking as a basis the 2012 financial results, which constitute the ini-
tial parameter for the first PEI that covered the 2013 — 2022 cycle, the average
annual lending capacity expanded based on a multiplier of 11 times, and the loan
portfolio grew 5 times, at a rate higher than 20% average annual growth. Autho-
rized capital grew a little more than 6 times, from USD 489 million to USD 3.014
billion, and risk ratings of A- were obtained at the end of 2016 from Standard &
Poor's, upgraded to A with a positive outlook in 2021, and A2 with a stable out-
look from Moody’s, both very well-known international credit risk rating agencies.

In recognition of these achievements and in order to reaffirm the Bank's com-
mitment to growth and future projection, in September 2021, the Board of Gov-
ernors approved the second update of the PEIl for the 2022 - 2026 period.

This update highlighted the need to reaffirm the Bank's role as a dependable, ini-
tiative-taking, and adaptable partner to respond with diligence and effectiveness
to the funding demands of its member countries, in order to narrow the existing
gaps in inclusive social development, health, education, and infrastructure.

In this sense, the PEl includes three strategic objectives and 10 lines of action
that will mark the focus of the 2022 — 2026 management, reaffirming the com-
mitment of member countries to continuous capital growth as a means to in-
crease lending capacity and the ability to raise funds under the best possible
conditions.

Since 2013, the Bank has maintained a prudent management of financial as-
sets and liabilities that meets the expectations of the capital markets. Thus, the
Bank has direct access to these markets, raising funds on better terms and con-
ditions, and at lower financial cost for the benefit of its member countries.

Through a strong focus on planning and results-based management, and thanks
to the investments made in technology as of 2017, the Bank has a solid informa-
tion systems infrastructure that allowed it to move to a remote working model
without disruption during the pandemic, protecting the health of its staff with-
out affecting the performance and the expected results.

In 2021, the loan portfolio, which is the Bank's main financial asset, increased
from USD 1.251 billion to USD 1.520 billion, equivalent to an increase of 21.5%.
This net increase of USD 269 million is the result of disbursements of USD 346
million, net of principal collections of USD 77 million (2020 — USD 315 million
net increase). The 15% reduction in portfolio net increase in 2021, compared to
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2020, is a consequence of a time lag in disbursements caused by delays in the
bidding and contracting processes by the implementing agencies.

In addition, USD 504 million were raised through two bond issues in the Swiss
market and a private financial institution, and a line of credit was signed with an-
other multilateral development bank. These resources will be used to fund loan
disbursements for the next 12 months, in addition to servicing borrowings and
paying the Bank's operating expenses, in compliance with the liquidity policies.

The access to the Swiss capital market and the interest aroused in the Bank’s is-
suances in other capital markets, together with the improvement in the credit
risk rating obtained in September 2021 by Standard & Poor’s (from A-to A), show
the prestige and credibility gained through the growth and relevance achieved
from 2013 to date.

Finally, it should be noted that FONPLATA continues to serve as trustee of the
Structural Convergence Fund of MERCOSUR (FOCEM), a function assigned to
the Institution in 2020 thanks to its reliability and prestige.

1. BUSINESS MODEL

The architecture of the business model is designed with the purpose of helping
the member countries improve the quality of life of their people by funding proj-
ects focused on improving integration and socioeconomic development. The
Bank finances its lending program by leveraging its equity, which is comprised of
paid-in cash and callable capital subscriptions, as well as reserves from the ac-
cumulation of retained earnings.

The Bank's lending capacity currently amounts to USD 3.615 billion and is deter-
mined based on a multiplier of three times total equity, which, as of December
31,2021, amounts to 1.205 billion. (2020 — USD 1.11 billion). The Bank's borrow-
ing capacity is determined based on a multiplier of two times total equity plus
net assets, which is equivalent to USD 3.043 billion.

The Bank's main financial assets are loans granted to the member countries. All
financial assets and part of financial liabilities are traded and denominated in
USD dollars and bear interests based on the Libor rate plus spread. Liabilities
contracted in other currencies and at rates other than Libor, which is the refer-
ence rate for funding operations, are swapped into U.S. dollar denominated ob-
ligations based on the Libor rate, thereby reducing exposure to risk in the move-
ment of exchange rates and interest rates.

The Bank maintains liquidity to ensure its ability to meet its estimated commit-
ments for loan disbursements, debt service, and to cover operating expenses
and planned capital investments to be incurred in the 12 months following the
closing of each month. Liquidity is invested for the sole purpose of reducing the
cost and optimizing the use of resources necessary to maintain the liquidity lev-
el required by the Bank's policies.

FONPLATA - Developement Bank

The following sections and subsections present a detailed explanation of the fi-
nancial performance during the fiscal years from January 1, 2019, to December
31, 2021.

Thus, as the increase in equity is a direct function of the increase in assets over li-
abilities, a detailed explanation of the evolution of financial assets and liabilities
is included to help illustrate the growth and financial strength achieved to date.

2. PERFORMANCE
2.1. FUNDING SOURCES
2.1.1. Capital structure and Lending capacity

The process of subscription and commitment of the total callable capital cor-
responding to the first and second capital increase approved in 2013 and 2016,
respectively, was completed in 2018. In that year, the cash contributions corre-
sponding to the first increase were received and the payment schedule for the
second increase began. Total paid-in capital in 2021 amounted to USD 90 mil-
lion (2020 — USD 51 million), totaling the paid-in capital on December 31, 2021,
USD 1.006 billion (2020 — USD 917 million).

Table 1 shows the evolution of the capital structure for each of the last three
years.

TABLE 1-CAPITAL STRUCTURE
In million USD dollars

FISCAL YEARS ENDED DECEMBER 31

CAPITAL

2019 2020 2021
AUTHORIZED 3,014.2 3,014.2 3,014.2
Paid in 1,349.2 1,349.2 1,349.2
Callable 1,665 1,665 1.665
SUBSCRIBED 3,014.2 3,014.2 3,014.2
Paid in 1,349.2 1,349.2 1,349.2
Callable 1,665 1,665.0 1.665
AVAILABLE 2,530.5 2,581.8 2,671.4
Paid in 865.5 916.8 1,0064
Callable 1,665 1,665 1,665

2.1.2. Composition of Equity

The Bank's equity increases in two ways: (i) installments of paid-in capital made
by member countries; and (ii) surplus income over finance and administrative
expenses. Income is the result of the accrual of interests on loans and return on
investments of liquid assets, which comprise financial assets (net of projections
for losses on loans and investments). Expenses relate to the cost of funding and
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interest and commissions on borrowings incurred, which comprise financial lia-
bilities, as well as expenses necessary for the normal operation of the Bank. Sub-
sections 2.2 and 2.6 present a closer analysis of the evolution of financial assets
and liabilities during the year 2021.

As shown in Table 2, as of December 31, 2021, equity amounted to USD 1.205
billion, representing an 8.6% increase over the amount registered in 2020, of
USD 1.110 billion. This increase is composed of USD 90 million of paid-in cap-
ital in cash plus USD 24 million of net income for the fiscal year, net of the allo-
cation to the Special Fund for Interest Rate Equalization (FOCOM), worth USD
7 million, and to the Special Fund for the Technical Cooperation Program (PCT),
worth USD 1.5 million.

TABLE 2. ASSETS
In million USD dollars

FISCAL YEARS ENDED DECEMBER 31,

COMPONENT

2019 2020 2021
Paid-in capital 865.5 916.9 1,006.5
Reserves 134.3 156.8 174.5
Retained earnings 283 359 24
TOTAL ASSETS 1,0281 1,109.6 1,205
2.2 COVID-19 AND ITS IMPACT

ON EARNINGS AND PROFITABILITY

The immediate impact of the COVID-19 pandemic on the Bank is the reduction
in total net income as a result of the reduction in the amount of interest earned
on loans, related to the fall since the beginning of 2020 of the 6-month Libor rate,
which is the reference rate used for loans. Such reduction was of 11 bps during
2021, compared to the end of 2020, for a cumulative reduction of 174 bps, with
respect to the value of the 6-month Libor rate as of December 31, 2019.

This reduction has been offset by growth in the outstanding loan portfolio, which,
in 2021, experienced an increase of 21% as a result of loan disbursements net of
principal repayments.

Likewise, the cost of borrowings, in relative terms, has undergone a 61-bps re-
duction, from an average of 2.07% in 2020 to 1.46% as of December 31, 2021,
thus contributing to reduce the cost of borrowings and to increase total net in-
come.

Chart 1 shows the evolution of income on financial assets, showing a reduction
in the growth trend shown until 2019, because of the decrease in the 6-month
Libor interest rate.
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Income on financial assets amounted to USD 47 million, compared to USD 51
million in 2019, representing an 8% reduction. This reduction is more than favor-
able when compared with the 164-bps reduction in the 6-month Libor interest
rate over the same period, which is equivalent to 87%. This demonstrates the
support from the member countries and their increasing demand for funding re-
sources, strengthening the Bank's business profile.

Financial income earned in fiscal year 2021 consists of interest and charges
on loans amounting to USD 42 million, and USD 5 million of investment
and other income (2020 — USD 43 million and USD 8 million, respectively).

CHART 1 -INCOME AND EXPENSES
In million USD dollars
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® Financial revenues 28.3 35.9 24

o Interest and other charges 8.4 8.6 10.9
M Allowances 8.2 (2.5) 2.6
Administrative expenses 9.5 9.1 9.5

Revenues generated in 2021 amount to USD 47 million (2020 — USD 51 million)
and provide a coverage ratio of 4.3 times the amount of borrowing costs, of USD
10.9 million (2020 - 5.9 times). Furthermore, the amount of revenue generated
in 2021 is 4.9 times the amount of administrative expenses, of USD 9.5 million
(2020 - 5.6 times for a total of USD 9.1 million).

Although the results for the year are lower than those obtained in 2020, it should
be noted that the fall in the Libor rate caused a reduction in loan interest income
equivalent to USD 11 million. On the other hand, the fiscal year 2020 benefited
from a USD 2.5 million recovery in the amount of the loan loss provision, while in
2021 this provision grew by USD 2.6 million. Based on the above and had there
been no reduction in the reference rate of the loans and no increase in the loan
loss provision balances, the result for the year would have amounted to approx-
imately USD 40 million.
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Finally, administrative expenses, consisting of all expenses to ensure the Bank's
operation, amounted to USD 9.5 million. This figure includes USD 421 thousand
corresponding to items that do not represent expenditures of funds, but mere-
ly accounting adjustments, such as depreciation for the fiscal year and curren-
cy exchange differences, bringing the amount spent on administrative expenses
to USD 9 million. This is virtually the same as the amount spent in 2020 and rep-
resents a savings of approximately USD 3 million over the budget approved by
the Board of Governors at the end of 2020.

As shown in Table 3, in 2021, consistent with its commitment to ensure a low
transactional cost, it reduced administrative expense to net financial assets by 5
bps, for a total of 77 bps (2020 — 82 bps).

Table 3 below details the figures that present the evolution of financial assets
and liabilities, net assets and equity, their respective rates of return during fis-
cal years 2019 to 2021, as well as the growth and strength achieved by the Bank.

TABLE 3. RETURN ON FINANCIAL ASSETS AND LIABILITIES

In million USD dollars

Year ended December 31,

2019 2020 2021
AVERAGE REVENUE RETURN? AVERAGE REVENUE RETURN!? AVERAGE REVENUE RETURN?

COMPONENT BALANCE % BALANCE % BALANCE %

Loans receivable 867.9 46.7 5.38 1,093.9 43.1 3.94 1,385.5 42.2 3.05
Investments and other 302 7.8 2.59 403.9 8.1 2 535.9 4.8 0.90
Financial assets 1,169.9 54.5 4.66 1,497.8 51.3 3.42 19214 47 2.45
Borrowings (171.7) (8.4) (4.92) (416.5) (8.6) (2.07) (747.5) (10.9) (1.46)
Net financial assets 998.2 46.1 4.62 1,081.3 42.3 3.93 1,1739 36.1 3.07
Provisions & other charges (8.4) (0.84) 2.2 0.21 - (3) (0.25)
Administrative expenses (9.3) (0.94) (8.9) (0.82) -- 9.1) (0.77)
Net assets 1,000.2 28.3 2.84 1,081.3 35.9 3.32 1,1739 24 2.05
Equity 990.5 28.3 2.86 1,068.9 35.9 3.36 1,157.3 24 2.08

1Returns are calculated based on the actual income/expense items at the end of the year, divided by the average balance of each ca-
tegory of financial assets and liabilities. These averages are calculated by adding the previous year's ending balance plus the current
year's ending balance, divided by 2, therefore they may differ from the actual average.

The main financial indicators are consistent with those of a growing institution,
which has registered a double-digit increase in the growth of the loan portfolio
receivable for 10 consecutive years, reaching 21% in 2021.

As shown in Table 3, average financial assets in 2021 totaled USD 1.921 billion,
which represents a growth of USD 423 million compared to the total reached in
2020 of 1.498 billion, equivalent to a 28% increase, as in 2020.
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This increase in average financial assets results from: (i) a net increase of USD
268 million in the loans receivable balance as a result of excess disbursements
of USD 345 million over principal repayments of USD 77 million (2020 - USD 315
million), and (b) increase in liquid investment assets of USD 194 million from
funds raised during the fiscal year and cash capital installment paid in by mem-
ber countries.

As mentioned above, administrative expense had a 5% reduction in its incidence
on average net financial assets, compared to fiscal year 2020. Return on equity?
shows a decrease of 128 bps compared to fiscal year 2020, as a result of the re-
duction in the loan reference rate, which reached its lowest point in 2021.

2.2.1 Use of capital and Lending capacity

As explained in Section 1. “Business Model’, the Bank determines its borrowing
and lending capacity based on a multiplier of total equity. Thus, the maximum
lending capacity is equivalent to three times total equity. At the same time, the
maximum exposure of the loan portfolio per country cannot exceed 25% of the
lending capacity, and the outstanding portfolio per country cannot exceed 30%
of total assets.

The used lending capacity is expressed as the sum of the balance of undis-
bursed loans and loans receivable, and the balance of loans approved, but not
yet in force. The remaining lending capacity is the difference between the maxi-
mum lending capacity and the used capacity (see Table 4).

Therefore, equity increase is vital to the borrowing and lending capacity. As ex-
plained in greater detail in subsections 2.1.1. “Capital structure and Lending ca-
pacity’, and 2.1.2. "Composition of Equity”, the lending capacity grows as a result
of the paid-in capital in cash received from the member countries and by the ac-
cumulation of net income. In brief, equity results from the excess of total assets
over liabilities.

Table 4, below, shows in detail the maximum used and remaining lending capaci-
ty as of December 31, 2021, and its evolution during the 2019 — 2021 period. As
can be noted, the remaining lending capacity is of USD 704 million, which will al-
low to sustain approvals in the coming years, after registering the expected net
revenue and principal repayments, as well as the integration of the remaining in-
stallments of paid-in capital.

1 Return on equity is calculated by dividing the year’s net income by the average equity.
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TABLE 4. LENDING CAPACITY AND CAPITAL ADEQUACY
In million USD dollars & percentages

Fiscal Years ended December 31,

COMPONENT
2019 2020 2021
Net assets 1,028.1 1109.6 1,205
Maximum lending capacity 3,0844 3,328.8 3,615
Loan receivables annual change 17.2% 33.6% 214%
Undisbursed loans 9747 8925 701
Loans outstanding 936.5 1,251.5 1,519.6
Loan agreements not yet in force 290.2 4771 690.0
Used lending capacity 2,2014 2,6211 2,910.6
Remaining lending capacity 8831 7077 7044
Used lending capacity (%) 714% 78.7% 80.5%
Assets coverage on Gross loan portfolio 109.8% 88.7% 79.2%
Equity exposure (%) 79.3% 65.6% 56.3%
Risk-adjusted loan portfolio exposure (%)? 99.3% 80.2% 57.7%
Minimum Capital Adequacy Threshold (%)3 35% 35% 35%

1(Equity + Loan loss provision - Fixed assets)/Financial assets
2 (Equity + Loan loss provision - Fixed assets)/Risk adjusted financial assets
3 Minimum percentage of capital required to cover loans receivable

Consistent with the Bank's capital structure, the growth of the loan portfolio is
achieved through the excess of disbursements over principal repayment collec-
tions. This growth requires financing part of the disbursements through the rais-
ing of third-party indebtedness.

Thus, resources are being raised since 2016 to fund loan disbursements, what
naturally results in a gradual decrease of the asset coverage ratio. Such de-
crease is considered in the financial planning and is consistent with prudent
management practices based on results, as well as on a solid control and inte-
grated risk management approach.

The loan coverage ratio indicates how many times net assets are bigger than the
balance of outstanding loans or of the loan portfolio. As shown in Chart 2, this
ratio has a gradually decreasing trend, as part of the loan portfolio growth must
be funded with third-party resources. This ratio has decreased from 1.10 in 2019
and 1.89in 2020, to 0.79 in the end of 2021.

Chart 2 shows the available leverage space as a result of the solid financial posi-
tion held by the Bank.
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The financial indicators achieved and presented in this Annual Report reaffirm w
the Bank's equity and financial soundness, the quality and maturity of its gover- resuts
nance and careful management, and the adequacy of its financial and operating

policies.

CHART 2 - LOAN COVERAGE RATIO
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2.2.2 Loan development

Chart 3 — “Loan approvals and disbursements amounts” shows new funding ap-
provals of USD 401 million, including USD 42 million in a new non-sovereign guar-
anteed loan for Corporacién Vial del Uruguay (CVU) and the expansion of the line
of credit that was approved for Banco de Desenvolvimento de Minas Gerais, in
2020, from USD 36 million to USD 42 million. Loan disbursements amounted to
USD 345 million. These figures are lower than those recorded in 2020, mainly as
a result of difficulties experienced as a consequence of the COVID-19 pandem-
ic in the processing of bids with the consequent impact on delays in the works
awarding and contracting processes, which has resulted in a reduction in the dis-
bursement amount required by the projects. This is a temporary situation and will
gradually be corrected as the effects of the pandemic dissipate.

It is noteworthy that despite the temporary effects caused by the COVID-19 pan-
demic on the amount of loans approved and disbursements, the loan portfolio
has grown by 21% in 2021, which is marginally higher than the average growth
of 20% per year observed in recent years.

The sustained growth in the loan portfolio is directly in line with the mandate re-
ceived from the Board of Governors for the second capital increase to gradually
increase the lending capacity and to enhance the dialog with member countries
to anticipate their funding requirements regarding integration and development.
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CHART 3 -LOAN APPROVALS AND DISBURSEMENTS AMOUNTS?
En million USD dollars
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1 Disbursements before repayments of USD 6.7 million in 2019.

CHART 4 - AVERAGE AMOUNT OF LOANS APPROVED AND DISBURSED
In million USD dollars
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The average individual loan size stands at USD 25 million, representing a reduc-
tion of USD 8.5 million compared to 2020.

The total number of projects in the portfolio —-funding in the repayment stage,
funding in the process of disbursement, and funding approved but not yet dis-
bursed-rose from 60 in 2019 to 66 in 2020, and to 75 in 2021, including 16 oper-
ations not yet in force, and before considering 21 operations in repayment stage
(2020 - 18 operations), there is an increase of 9 operations, or 14% (see Chart 5).
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CHART 5 - EVOLUTION OF LOANS IN PORTFOLIO
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2.2.3 Loan portfolio by country

The Bank seeks to achieve a balanced distribution over time among member coun-
tries in the number of approvals and the cumulative amount of loan receivables.

Table 5 shows each country’s relative share in the loan receivables balance at
the end of each fiscal year from 2019 to 2021. As of December 31, 2021, the ex-
posure by country was within the reasonable limits established in the policy.

TABLE 5 - LOANS RECEIVABLE BALANCES BY COUNTRY

COUNTRY 2019 2020 2021
Argentina 25% 26% 27%
Bolivia 30% 27% 22%
Brazil 8% 1% 12%
Paraguay 16% 7% 21%
Uruguay 21% 19% 18%
Total 100% 100% 100%

Note: Calculated based on receivable balances at year-end.
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2.2.4 Performance of loans receivable and approved loans balances

As of December 31, 2020, the portfolio of loans approved and under implemen-
tation, including operations approved in 2021 and still pending signature or rat-
ification by parliament, amounted to USD 2.953 billion, an increase of USD 292
million, or 11%, compared to the USD 2.661 billion reached in 2020 (see Table 4).

Such sustained growth in the portfolio of approved loans since 2013 reflects the
Bank's hard work and commitment to support the member countries to bring
development closer to the people, thus increasing its impact and relevance as
a dependable partner in supporting, promoting, and enhancing regional integra-
tion and development.

The loan receivable portfolio experienced a net growth of USD 268 million, or
of 21%, resulting from disbursements of USD 345 million, net of principal re-
payments of USD 77 million. The loan receivable portfolio, before deducting
the amount of administrative fees to be accrued and the loan loss provision,
amounted to USD 1.520 billion (See Chart 6).

This net growth is 15% lower than that achieved in 2020. This reduction com-
pared to the growth curve of the last two fiscal years is temporary, as it is the re-
sult of delays in the bidding processes and justification of disbursements due to
the COVID-19 pandemic.

The balance of loans to be disbursed in 2021 amounts to USD 701 million, which
represents a reduction of 22% compared to USD 893 million in 2020. Such re-
duction reflects positively on the effort made by the Bank, together with the im-
plementing agencies of the financed projects, to accelerate the disbursement
process, despite the difficulties faced due to the COVID-19 pandemic.

The balance of approved loans pending signature or parliamentary ratification
was of USD 690 million, which represents an increase of USD 213 million, or
45%, of the balance of USD 477 million pending signature or ratification as of
December 31, 2020.

FONPLATA - Developement Bank
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In terms of the sectoral classification of loans (see Chart 7), the infrastructure
sector is the major destination of funding granted to date, especially transport
and logistics, representing 49% of total funding. As in 2020, this percentage
shows a slight reduction of 9% in favor of the funding of other sub-sectors, be-
cause of the focus on achieving greater diversification in the type of projects to
be financed.

CHART 7 - LOAN PORTFOLIO ALLOCATION BY SUB-SECTOR - 2021
(9%)
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On the other hand, funding of projects with impact in more than one member
country and those focused on development in border areas account for about
one-third of all approvals.

The joint programming of operations, conducted in close coordination with the
member countries, determines the focus of the funding granted (see Table 6).

TABLE 6 - LOAN PORTFOLIO ALLOCATION BY SECTOR

(%)

SECTOR 2019 2020 2021
Infrastructure 82% 74% 75%
Social & environmental development 1% 16% 13%
Economic & productive development 7% 10% 12%

FONPLATA - Developement Bank

2.3
2.3.1

CONSISTENCY WITH STRATEGIC OBJECTIVES
Fulfillment of the strategic goals of the Vision

The following table contains an overview of the goals fulfilled in 2021. These

goals are consistent with the objectives and guidelines contained in the PEI

2018 -2022, aimed at consolidating FONPLATA as a regional development bank.

STRATEGIC OBJECTIVE

LINE OF ACTION

Ensure the relevance of
FONPLATA as a funding
agency for regional
development and
integration.

Sustained growth of lending capacity under appropriate financial conditions

- On September 17, 2021, the Board of Governors unanimously approved the
update of the PEI for the period 2022 — 2026, which was submitted by the
Management. This update contains three strategic objectives to consolida-
te FONPLATA as a multilateral bank: reliability, proactivity, and adaptability to
respond quickly, effectively, and efficiently to the needs of its member coun-
tries.

- Additionally, the PEI established 10 lines of action that will be implemented
starting in 2022.

- The PElI ratifies the commitment of the member countries to consider an in-
crease in authorized capital that will enable the admission process of new
members, as well as the strengthening of capital in the coming years.

Enhance value for the member countries by ensuring positive cash flows and
maximizing the assets value

- Working in close coordination with the liaison agencies of the member coun-
tries, the Bank has identified more than 24 operations and approved USD
353 million in funding, including USD 48 million in non-sovereign guaranteed
lines of credit. In addition, USD 345 million were disbursed. These figures de-
monstrate the commitment to support the post-pandemic recovery process
by securing positive loan funds flows for all member countries.

- In terms of ensuring positive net financial flows, by way of example, for each
dollar of paid-in capital in cash, an average funding of USD 5.6 have been
approved (USD 8 to USD 1, for the three countries with small equity stakes,
and USD 4.3 to USD 1, for the two with the largest equity stakes).
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STRATEGIC OBJECTIVE

LINE OF ACTION

Maintain and strengthen our credit rating

In the credit risk assessment conducted by Standard & Poor’s in September
2021, FONPLATA has improved the rating obtained in September 2016, from

"

'A-"to “A". Moody's maintained its rating at “A2", with a stable outlook.

The necessary liquidity funding for the disbursements was met through the
issuance of bonds in the Swiss capital market in March 2021. This second
bond raised USD 222 million for a 5-'2-year term at a competitive rate, con-
firming the acknowledgement and credibility of FONPLATA as a Multilateral
Development Bank. In addition, during 2021, resources were raised for fun-
ding through other multilateral banks and agencies, and private banks in or-
der to broaden the funding sources.

Promote our lending capacity expansion with the possible involvement of other
countries and regional integration agencies

On September 19, 2021, the Board of Governors approved the amendments
on the regulations for the admission of new members, highlighting the incor-
poration of new members as a priority. They also ratified their support for the
efforts being made by the Executive Presidency to identify and attract new
members. Additionally, the Management was urged to strengthen its relations-
hip with MERCOSUR and other multilateral institutions to look for new alter-
natives that do not require additional commitments from member countries.

The Executive Presidency has resumed the dialogue with Colombia, which was
already showing positive progress. Likewise, and as indicated in the PEI 2022
— 2026, scenarios for an increase in authorized capital with deferred subscrip-
tion and payment in full for member countries will be available in 2022.

FONPLATA - Developement Bank

STRATEGIC OBJECTIVE

LINE OF ACTION

Enhance dialog with the
member countries to
anticipate their funding
requirements related

to integration and
development.

limplement new financial products.

- Based on the approval of the green funding and economic recovery lines, 24
projects have been identified and included in the inventory as new opera-
tions for an amount of USD 690 million. The projects included in the project
inventory are those that will be considered for financing between 2022 and
2023. These projects consider the effects of climate change and, in some ca-
ses, could potentially incorporate the use of local currency.

- Among other innovative actions, the PEI 2022 — 2026 projects to extend fun-
ding without sovereign guarantee to state-owned companies with a majority
of public capital; to expand funding by promoting employment programs with
an emphasis on women and youth; and to fund projects that contribute to
mitigating the effects of climate change.

- During 2021, the Bank approved funding for 5 projects in municipalities, and
increased the amount that was approved in a non-sovereign line in Brazil. It
also approved new non-sovereign funding in Uruguay.

Broaden the appropriate offer of non-financial services

- As in previous fiscal years, and leveraging technical cooperation resources,
studies and activities of interest in areas of regional integration and to find
appropriate responses to help countries face the challenges of funding basic
infrastructure will be conducted.

- Through non-reimbursable technical cooperation, the Study on Infrastructu-
re, Logistics, and Market Access Costs for Better Use of the Paraguay-Parana
Waterway was conducted and published in 2021.

- These studies and activities will be conducted with technical cooperation re-
sources; therefore, only the use of personnel and operating expenses incu-
rred in the development of these activities will have effect on the administra-
tive expenses budget.

Promote efficient decentralization of operations in the subregion

- With the opening of the liaison office in Brazil, FONPLATA is now present in
all the five member countries, providing them with technology and human
resources. This allows for better identification of operations in the countries.

Strong commitment to adaptation to climate change and the sustainable use of
natural resources

- In addition, within the framework of the funding of projects with sovereign
guarantee, FONPLATA will continue to work with other multilateral banks
and agencies in the funding of projects under the “green” line of credit, with
preferential conditions for projects that improve living conditions, climate
change, sustainable energy, and environmental improvements.

- Sustainalytics (a company that rates the sustainability of listed companies
based on their environmental, social, and corporate governance performan-
ce) believes that FONPLATA's Sustainable Debt Framework “is credible, has a
positive impact, and is consistent with the 2021 Sustainability Bond Guide-
lines, Green Bond Principles, Social Bond Principles, Green Loan Principles,
and Social Loan Principles”.
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2.3.2 Consistency with our Mission w
2021 FINANCIAL
RESULTS

STRATEGIC OBJECTIVE LINE OF ACTION

Adapt the organizational
structure maintaining
diligence and low
transaction cost.

Adapt the existing organizational structure to the operations growth

- During 2021, staffing costs have remained below the authorized level of 80
positions, being nine positions vacant. This has generated budgetary savings
of approximately USD 1 million in staffing costs.

- Likewise, the widespread use of digital communication platforms by the
Bank and restrictions on air travel has resulted in savings of about USD 450
thousand.

- It should be noted that these savings did not have any negative effect in the

dialogue with the countries or the Bank's productivity. Likewise, the budge-
tary savings level achieved has made it possible to partially mitigate the ne-
gative impact of the reduction in loan income as a result of the fall in the Li-
bor rate.

To be acknowledged as a modern, streamlined, innovative, effective and efficient
financial agency

- During 2021, the Division of Strategic Development has continued to pro-
duce the analysis of the evolution of the global economy and its impact on
the economies of the member countries and disseminated the information
through the Economic Monitor, which is published on FONPLATA's website.

> In 2021, the implementation of the first phase of the Bank's financial sys-
tems integration process was completed. The second phase is starting and
comprises the redesigning of the loan module to adapt it to the replacement
of the Libor rate to the SOFR rate, as well as the incorporation of additional
functionality to the investment and borrowing modules. These investments
are part of the capital investment budget.

FONPLATA - Developement Bank

In line with our strategic goals, since 2013 the Bank has focused its actions on
promoting projects that, by definition, foster geographical integration and contrib-
ute to reducing costs or increase benefits to two or more member countries.

These funding's emphasis is on helping member countries reduce asymmetries
caused by vulnerabilities that have a negative impact on coordination, logistics,
inclusion, and access to regional and global economies.

Table 7 below shows, in percentages, the number of funding operations and the
aggregate amount of loans that impact more than one member country, as well as
those focused on border areas.

TABLE 7 - CONTRIBUTION TO GEOGRAPHIC INTEGRATION IN BORDER AREAS!

INDICATOR 2016-2021*
Ne. of loans approved 1%
Expected impact on more than one country (%)3
In thousand USD dollars 49%
Ne. of loans approved 49%
Focus on border areas (%)*
In thousand USD dollars 53%

1 Based on information on the design of operations

2 Weighted averages

3 Approved loans impacting more than one member country/Total loans approved
4 Approved loans impacting development of border areas/Total loans approved

Based on the number of projects approved, it is noted that 41% are targeted at
more than one member country (49% in value), and 49% are targeted at border
areas (53% in value).

The Bank's strategic niche is small- to medium-sized projects that complement
funding from other multilateral or regional development institutions, prioritizing
projects in border areas that impact on more than one member country, to pro-
mote regional development and improve the insertion of regional economies
into the global economy.

Under this approach, the Bank complements funding from member countries
and other development agencies, adding value through its interventions. Table
8 below shows, in percentages, the number of loans that add value to member
countries by complementing the cofinancing of other Multilateral Development
Finance Institutions (DFIs), as well as their amount, in relation to the total num-
ber of loans financed by the Bank, and their aggregate amount.
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TABLE 8 - STRATEGIC COMPLEMENTARITY

As in Table 7, the number of loans approved and their aggregate amount are shown
below in relative percentages for funding operations that have contributed to
supplement funds provided by other Multilateral DFls.

INDICATOR 2016-2021'
Ne. of loans approved 42%
Participation in joint programs with other Multilateral DFIs
In thousand USD dollars 47%
Ne. of loans approved 86%
Complementary with national investment plans
In thousand USD dollars 89%
Ne. of loans approved 39%
Help to advance investment decisions for member countries
In thousand USD dollars 4%
No. of loans approved 77
Total loans approved
In billion U.S. dollars USD 2,467

1Promedio ponderado

In cumulative value of projects approved from 2016 to date, the funding grant-
ed by the Bank to sectors that receive funding from other multilateral DFls has
reached 47%. During that period, virtually every operation in which the Bank was
involved were prioritized in the national public investment plans of the member
countries. Likewise, 41% of the amount of funds approved during that period was
allocated to initiatives that made it possible to anticipate the investment decision
by borrowers, accelerating the realization of the benefits to be obtained.

2.4 OPERATIONAL EFFICIENCY

Aln anticipation of the changes in the global economy, which indicated a reduction
in the growth rates of the world's major economies and its possible effect on the
economies of our member countries, in mid-2019, the Management reviewed the
assumptions taken into account when formulating the Bank's financial projections
to adjust the 2020 — 2022 budget and assure its competitiveness and responsive-
ness level in 2020 and 2021, adapting to the changes of the global economy that
affect the pace of growth of the economies in the region.

Based on the experience gained during 2020, on the evolution of the capital mar-
kets, and on trends showed by the main world economies, the Program and Budget
Document (DPP) for the period 2021 — 2023 anticipated the effect of a reductionin
loan income derived from the gradual reduction in the 6-month Libor interest rate,
which is the reference rate for loans and borrowings, and as such, adjusted its ad-
ministrative expenses structure to try to generate savings to help cushion this re-
duction, without affecting the institution’s productivity or transactional cost.

FONPLATA - Developement Bank

In this sense, the measures adopted by the Management, beyond saving 5% in
2021 transactional cost and, thus, strengthening its commitment to operate at the
lowest possible transactional cost, enabled for the second consecutive year the
full operation of the Bank without affecting its diligence and responsiveness.

As highlighted in the previous paragraphs, even if in 2021 the number of new ap-
provals and disbursements was slightly lower than that recorded in 2020, in the
second consecutive year of the COVID-19 pandemic, the Bank continued to grow
its loan portfolio by 21%, which is slightly above the average annual sustained
growth since 2013 of 20%. Also, during 2021, the Bank has raised resources from
third parties, for a record amount of USD 504 million, including two bond issues
in the Swiss capital market, which allows to continue leveraging the growth of the
funding portfolio.

As can be seen in Chart 8, operational efficiency is measured by the ratio of ad-
ministrative expenses of the year to:

1. Loans receivable
2. Loans receivable and debt net assets
3. Loans receivable and undisbursed balances.

CHART 8 - OPERATIONAL EFFICIENCY
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In this way, the relative transaction cost is calculated to measure the fiscal year's
degree of efficiency.

As can be seen in the chart, administrative expenses compared to average finan-
cial assets has continued to improve, offering direct benefit to member coun-
tries through a better cost of funding with the Bank

Another important indicator is the ratio of income from financial assets to bor-
rowing and non-financial expenses. Under this perspective, the Bank is secure-
ly positioned at a ratio of 2.4 to 1.0, which provides with a comfortable financial
position that allows it to face contingencies by appeasing itself in the capital
markets.

2.5 FINANCIAL SOUNDNESS

As a consequence of the results achieved, Standard & Poor’s, in its Septem-
ber 2021 review, upgraded its credit risk rating from “A-", granted in 2016, to "A".
Moody's maintained its rating at “A2", with a stable outlook.

This improvement objectively confirms the work that has been done since 2013,
starting with the implementation of the new management model approved by
the Board of Governors in 2010. This model began to be implemented with the
creation of the position of Executive President in mid-2012. From that date to the
present, the Bank's portfolio has been experiencing a continuous annual average
growth of 20% on a sustained basis.

The Bank has a robust financial and business profile, and a prudent and initia-
tive-taking management that has implemented a strategic planning and re-
sults-based management process, which has earned the trust of its governance,
as well as that of financiers and capital markets, thus supporting the credit risk
rating as issuer, which was granted by Standard & Poor’s and Moody's in 2016.

The Bank has a robust governance that has shown its continuous support to the
management since late 2012. It has also effective and efficient control process-
es while continuing to modernize its information and communications systems
infrastructure, ensuring the quality, validity, integrity, and timeliness of all its fi-
nancial information and processes. This has allowed the Bank to obtain clean
opinions in its annual financial statements since 2012 from internationally well-
known firms of independent auditors. The financial statements for the fiscal year
ended December 31, 2021, were audited by PricewaterhouseCoopers, who is-
sued their unqualified report on February 18, 2022.

FONPLATA - Developement Bank

2.6 LOAN FINANCING — LIQUIDITY AND INDEBTEDNESS

This subsection contains relevant information on the indebtedness manage-
ment in the long term and the management of liquidity and risks affecting the
entity. As explained in Section 1. “Business Model”, and based on the composi-
tion of its capital, part of the disbursements of the funding granted must be fi-
nanced with third-party resources.

Like the lending capacity, the borrowing capacity is based on a multiplier of 2
times the amount of net assets plus the total of investment liquid assets. Chart
9, below, shows the evolution of the maximum, used, and available borrowing
capacity for the period 2019 — 2021.

It should be noted that in October 2021, the Executive Board of Directors in-
creased the borrowing limit from USD 1.3 billion to USD 2.5 billion to cover pro-
jected funding needs until 2024.

2.6.1 Borrowing and Leverage

Since 2015, FONPLATA has been forging strategic alliances with other multi-
lateral and bilateral international cooperation agencies to open various lines of
credit, and, as of March 2019, has gained direct access to the capital markets,
based on the excellent credit risk rating obtained in 2016.

As mentioned in note 8.5 - “Borrowings” of the financial statements, in 2021, the
Bank raised USD 504 million, 72% more than in 2020. This leveraging of the in-
debtedness level consisted of raising funds from existing lines of credit for USD
18 million; a new line of credit with a global private financial institution for USD
100 million, and two bond issues in the Swiss capital market for an aggregate to-
tal of USD 386 million.

Consistent with its financial assets and liabilities management policy, the amount
raised through the issuance of the FONPLATA26 and FONPLATA28 bonds, which

are denominated in Swiss francs at a fixed interest rate, were exchanged for obliga-
tions denominated in USD dollars at a floating interest rate, based on the 6-month

Libor rate, which is the reference rate for funding operations.

In addition, during 2021, the Bank repaid the balance held in lines of credit and
term certificates of deposit with central banks of member countries for a total
amount of USD 135 million, for a net increase in the balance of indebtedness ac-
quired of USD 359 million.

The total amount of indebtedness as of December 31, 2021, including non-amor-
tized borrowing costs, amounts to USD 927 million. The debt maturity structure
covers maturities between 2022 — 2042, leaving an available borrowing capacity
of USD 1.573 billion with respect to the maximum amount of indebtedness au-
thorized by the Executive Board of Directors in 2021 (See Chart 9).
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CHART 9 - LOAN FINANCING, LIQUIDITY, AND INDEBTEDNESS
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2.6.2 LIQUIDITY

The main objective of investments is to ensure enough liquidity to meet loan dis-
bursements, borrowing fees, and repayment, as well as their estimated expens-
es for a 12-month period starting at the end of the fiscal year.

Liquid assets coverage in relation to the net disbursements and payments to be
made is equivalent to 1.5 and 1 as of December 31, 2021, and 2020, respectively.

As of December 31, 2021, liquidity amounted to USD 633 million, of which USD
128 million were related to cash and cash equivalents; USD 353 million to the
available for sale investment portfolio; and USD 152 million to the portfolio of in-
vestments to be held to maturity.

Total net assets as of December 31, 2021, are equivalent to 52% of net finan-
cial assets and 53% of equity (2020 — 39% and 40%, respectively). These ratios
reveal an increase above the ratio maintained in 2020 and are consistent with
the Bank's liquidity policy to respond to the higher demand for disbursements of
loans contracted by member countries.

Regarding investment management and based on its prudent policy for manag-
ing financial assets and liabilities, risk limits are established and rigorously ob-
served, ensuring that the average risk of the investment portfolio is not less than
AA--.

Table 9, below, presents a closer look to current limits for investment manage-
ment.
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TABLE 9 - INVESTMENT PORTFOLIO MANAGEMENT

LIMITS

POLICY

STATUS

By type of Assets

Sovereign, including quasi-sovereign and sub-sovereign agencies

100%

62%

Multilateral Development Finance Institutions

50%

25%

Private financial sector?

20%

13%

By Issuer

Sovereign, including quasi-sovereign and sub-sovereign agencies

10%

6.1%

Multilateral Development Finance Institutions

10%

78%

Private financial sector

5%

1.2%

By Rating

Average portfolio rating

Minimum AA--

AA

Minimum investment grade

BBB-

BBB

Maximum investment grade with BBB

20%

04%

By Maturity

Minimum liquidity

USD 391.7 million

USD 620.7 million

Investments with maximum maturity

5years

4 years

Maximum modified maturity

2 years

0.7 years

1 Includes cash

2.7 INSTITUTIONAL EFFECTIVENESS

Between 2013 and 2021, the Institution has made significant progress in key ar-
eas of strategic commitments set forth in the PEI 2018 — 2022. As a corollary
of these accomplishments, and taking 2012 as a base year, the average annual
lending capacity was multiplied by a multiplier above 10; and the loan portfolio
grew more than 8 times, at a greater rate than the 20% average annual growth.
The authorized capital grew a little more than 6 times, from USD 489 million to
USD 3.014 billion, and two of the most well-known international risk rating agen-
cies rated the Bank A and A2, both with a stable outlook.

The greater functional specialization has enabled the effective transformation of
FONPLATA, initially conceived as a fund to support regional integration, into a
multilateral Bank for the development and integration of its member countries.
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Thus, the Institution began to perform its role as a multilateral development
bank, specialized in the funding of sustainable infrastructure projects aimed at
strengthening regional integration in its triple meaning: physical, socio-econom-
ic, and the preservation of the living conditions of future generations. A wide
range of projects has impacted on several geographical areas of the member
countries, prioritizing interventions in border areas.

The Bank's actions brought it closer to the countries. This has been expressed
both through rapid responsiveness and lower transactional costs. The institu-
tion has shaped its organizational structure, promoting professionalization in
the management of financial resources and human capital. The adopted profile
is characterized by prudential management based on results and initiative-tak-
ing risk management, ensuring adequate compliance with its policies and risk
limits in force.

Value creation for countries is expressed as ensuring positive net financial flows
for all countries at the lowest possible interest rates.

2.8 RISK MANAGEMENT AND COMPLIANCE

In 2021, a self-assessment process was conducted focused on the identifica-
tion of the main risks affecting the operations, including the compliance risk
with respect to the prevention of money laundering and terrorist financing. Re-
garding the latter, the process confirmed once again that the level of risk for the
institution is low. As a consequence of the above, improvements were made to
FONPLATAs Manual for Prevention of Money Laundering and Terrorist Financ-
ing. Among the modifications introduced are the following:

A. Express prohibition of operating with “shell banks” and unlicensed banks

B. Improvements in confidentiality regarding the internal handling of suspicious
transactions

C. Improvements in the information to be sent by implementing requesting di-
rect payments

FONPLATA - Developement Bank

2.9 CONTRIBUTION TO THE SUBREGION'S GROWTH

One of the relevant indicators used by the Bank to measure its contribution to
the development and the regional and global integration of its member coun-
tries is the growth in volume of approved loans. In 2021, the number of loans ap-
proved grew by 21% over the previous year, equivalent to more than 8.5 times
the volume accumulated up to 2012.

The leverage ratio of mobilized resources continued rising progressively and
reached USD 2.1 per dollar of approved funding in 2021 (see Table 10). This
leverage has made it possible to achieve positive net loan flows for all countries
in 2021, which in aggregate value are equivalent to 3.9 times the amount of prin-
cipal repayments, interests and fees.

Net capital flows and net transfers to member countries were positive and grow-
ing in recent years.

TABLE 10 - CONTRIBUTION TO SOCIAL AND ECONOMIC DEVELOPMENT
In million USD dollars

INDICATOR 2019 2020 2021
Loan portfolio annual change 17.20% 33.60% 214%
Direct resource mobilization ratio’ 21 21 21
Net capital flow to member countries? USD 1371 USD315.0 USD 268.0
Net transfers to member countries? Usb 914 USD270.5 USD 2270
Funding for relative less developed countries/Total approvals* 53% 44% 44%
Preferential funding for relatively less developed countries® 33% 33% 33%

1 Total funds mobilized over funds provided by the Bank

2 Net disbursements for collection of principal repayments

3 Net disbursements for principal repayments and interest and fees collection

4 As of the approval of the Green Line and Economic Recovery Funding Line, all financings with these components qualify for FOCOM/
number of projects benefited.

5 Loans funded by FOCOM/Total loans approved
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OPERATIONS APPROVED - HISTORICAL INFORMATION -
SOVEREIGN RISK

In USD dollars, as of December 31, 2021

COUNTRY

Argentina
Up to 2011

APPROVED

NOT IN FORCE

1,182.8 65.3

273

CANCELLED

168.4
61

DISBURSED

635.9
212

TO BE
DISBURSED

313.2

2012 -2021

Brazil

Up to 2011

909.8
785
226.9

1074
125.3
201

4239
316.6
206.8

313.2
136.6

2012 -2021

Bolivia

Up to 2011

5581
757.2
220.6

105.2
25
19

109.8
5834
2187

2012-2021 .

Paraguay

Up to 2011

536.6
897.8
267.9

629.9

0.6

364.7

2012-2021 .

Uruguay
Up to 2011

5084
86.2
4222

2012-2021 . .

TOTAL

41312

TECHNICAL COOPERATION

n thousands of USD dollars, as of December 31, 2021

COUNTRY/
INSTITUTIONAL

Argentina
Up to 2011

APPROVED

2,083.9
1,040.5

TO BE DISBURSED

72

CANCELLED

2012 -2021 10434

Bolivia

Up to 2011

1,855.1
1131.5
723.6

2012 -2021

Brazil

Up to 201

450

2012-2021

Paraguay

Up to 201

909

2012-2021

Uruguay

978.6
4886

Up to 201

2012-2021

490

Institutional

4,327.2
2,619.3

Up to 201

17079

12415.6
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As part of FONPLATA - Development Bank outreach policies to its member
countries and within the framework of Corporate Social Responsibility, the Bank
promotes and supports several Human Development initiatives in its regional
and international framework. During 2021, a year marked by the economic and
social consequences of the COVID-19 pandemic at a global level, consolidating
and extending the path taken in 2020, the Bank adopted actions appropriate to
the context.

Diploma in Social Innovation and Technology
of the MERCOSUR Social Institute

Within the framework of an agreement with MERCOSUR, FONPLATA strength-
ened ties with this regional organization to promote sociocultural and econom-
ic development and integration by joining forces with the MERCOSUR Social In-
stitute (ISM) to support the training of competencies on Social Innovation and
Technology provided by ISM through its “Diploma in Social Innovation and Tech-
nology".

Publication: “Under Pressure. The economic
costs of inadequate water management”

In alliance with the Swiss Development Agency, the Economist Intelligence Unit
was commissioned to produce a paper with an executive analysis to draw the at-
tention of national authorities, businesspeople and the general public to the costs
associated with inadequate transboundary water management, in addition to the
effects of climate change. This publication is the first of its kind for FONPLATA.
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Webinar “Sustainable Environmental
Management: the challenge of smart
municipalities”

This was a space to share successful experiences in municipal management and
promote practical models that allow the implementation of environmental and
social management as a kick-off to become sustainable cities. Authorities from
the Brazilian municipalities of Corumbé& and Ponta Pora, with which FONPLATA
collaborates by funding development projects, participated and presented their
environmental management practices and the challenges they face. Parallel to
the webinar, a Green Business Networking Meeting was held where the partici-
pating companies promoted meetings to find reliable and competitive suppliers,
prospects, and to expand their business network with companies committed to
environmental management.

Parands Sustainable Regional
Vocations Program

The purpose of this program was to integrate local products from each region of
the State of Parana in Brazil into value chains, generating sustainable employ-
ment and strengthening social, cultural, and environmental relations. Held in
the city of Morretes, FONPLATA helped train rural producers in best sustainable
development practices and held a show of local products made by small local
producers and the tourism industry.

International Webinar: “Funding
Infrastructure for Regional Integration”

Organized by the Court of Auditors of the State of Mato Grosso do Sul — Bra-
zil, this activity was conducted with the support and participation of important
members of FONPLATA and Projeto Pauta 3. It was attended by authorities from
Brazil, Paraguay, and Uruguay, as well as representatives of organizations such
as ALADI (Latin American Integration Association), BNDES (Banco Nacional de
Desenvolvimento Econémico e Social) and others. It involved two round tables
on the following topics: “Infrastructure as an instrument of Regional Integration”
and “Infrastructure Funding Sources and Regulatory Environment”.
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Support to Culture

In 2021, we supported cultural activities in our host country. Throughout the
year, FONPLATA continued its support to Manzana 1 Espacio de Arte for on-site
and online activities.

We also contributed to the Independent Publishing and Printing Fair Enjambre
de Libros, which was held in November in the cities of La Paz, Cochabamba, and
Santa Cruz de la Sierra. The fair, in a blended mode, presented stands selling
books by independent publishers, exhibitions, master classes and workshops on
creative writing, publishing, printing and cultural management by local and in-
ternational writers, publishers, and cultural managers.

Corporate Social Responsibility
and Volunteering Committee

As every year, among the most important activities conducted in 2021, FONPLA-
TAs Volunteering Committee joined other institutions in the initiative Arbol de
los Deseos of the Children School of the Oncology Hospital of Santa Cruz de la
Sierra, Bolivia.

FONPLATA - Developement Bank

Partnerships and participation
in development-related events

During 2021, FONPLATA was an indispensable participant in different activities
and agreements. Among them, the Development Bank joined the Mainstream-
ing Climate in Financial Institutions proposal and was a signatory of the Water
Finance Coalition declaration, to mobilize resources for water and sanitation
projects, the fight against the effects of climate change and the protection of
biodiversity. It also supported the Coalition for Social Investment and the initia-
tive “Building back better after COVID, social investment as a key to sustainable
economic recovery’, which was presented at COP-26; and as a member of the
Alliance of Development Banks of Latin America and the Caribbean, it contrib-
uted to the document: “The role of Subnational Development Banks in resilient
urban and territorial financing in post-COVID recovery”. In addition to participat-
ing in the 2021 ordinary meetings of the MERCOSUR Common Market Council —
Member States and Associates, FONPLATA participated in the launch of the Al-
liance of Subnational Development Banks to align development banks with the
2030 Agenda and its SDGs and the Paris Agreement; the Development Forum
organized by ABDE (Associag@o Brasileira de Desenvolvimento); the Workshop
“Programming effective climate actions in Latin America and the Caribbean”; the
“GCAD Conversation Cycle: FONPLATAs role in the post-COVID recovery” or-
ganized by the Working Group for Development Cooperation of the Argentine
Council for International Relations (CARI); a Seminar on “Regional Logistics In-
tegration” in Uruguay; the European Development Days, in the discussion group
“Partnerships for climate finance and a green recovery”; The first Steering Com-
mittee of the Alliance of Subnational Development Banks (SDB) in Latin Ameri-
ca; the first peer-to-peer workshop of the Alliance of Subnational Development
Banks; the CAVIALPA 2021 Forum in Paraguay in the panels “Sustainability of
Public Debt as an Instrument for Public Works” and “PPPs, turnkey and Conces-
sions: Private initiative as a complement to public financing and presentation
Ministry of Finance”, among other events.
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HEADQUARTERS

Santa Cruz de la Sierra, Bolivia

Tel +591 3 315 9400 « Fax: +591 3 3371713

San Martin avenue N° 155, Equipetrol,
Ambassador Business Center building, 4th floor

PROJECT MONITORING OFFICES

Buenos Aires, Argentina
Tel +54 1143150146
Libertador avenue N° 218, 5th floor, CI1001ABP

Brasilia, Brazil

Armando Monteiro Neto building,

Bancario Norte, Quadra 01, Block I, 5th floor
CEP 70.040-913, Asa Norte, Brasilia (DF)

Asuncién, Paraguay

Tel. +595 21 453 320

Independencia Nacional - Fulgencio R. Moreno,
15th floor, El Producto building, 1229

Montevideo, Uruguay

Tel. +598 9233 9348

Plaza Independencia, 11th floor, Victoria Plaza Office
Tower building, 759

WEBSITE
www.fonplata.org

CONTACT US
contacto@fonplata.org



https://www.fonplata.org/en
https://www.linkedin.com/company/fonplata-banco-de-desarrollo/
https://www.facebook.com/fonplata
https://twitter.com/FONPLATA
https://www.youtube.com/user/fonplata




