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Message

from the President

According to the 2017 results, FONPLATA
continued to expand its role in financing
integration, cross-border regional
development, and inclusion projects. While
achievements over the past 12 months are
abundant - too many to recount here - |
would like to share those accomplishments,
the nature and impact of which help
consolidate  FONPLATA's  growth and
transform it into a development bank.

Twelve new operations were approved
totaling $327 million, in line with the goal
included in the mandate of the Board of
Governors for 2017. The loan portfolio
increased by 20% over the previous
year, sustaining an average cumulative
annual growth of 21% as from 2013.
Disbursements totaled $171 million, 35%
higher than previous-year levels.

Efficiency and low transaction costs
achieved under the existing institutional
strategy were maintained -- one of our
main goals for 2017.

The Board of Governors approved the
updated Institutional Strategic Plan (PEl)
for the 2018-2022 period, thus reaffirming
the confidence of our member countries in
FONPLATA's transition towards a regional
development bank.

Our 2018-2022 strategy provides strong
support for the sustainable expansion of
FONPLATA. Amongst the most important
aspects of said strategy is the willingness
of the member countries to explore the
possibility of incorporating new members,
entailing further expertise, commitment to
regional development and financial strength.

Confirmation of our investment-grade
risk rating (A- by Standard & Poor’s, y A2
by Moody’s) reinforces our financial and
business strength, as well as the degree
of maturity reached by our organization.
Progress has been made during 2017 towards
consolidation of the financing program, by
diversifying funding sources and increasing
the volume of debt on favorable terms for
the organization and its member countries.

Payment of cash contributions for the
2013 capital replenishment, and the
commitment to pay the total callable
capital for the 2016 capital replenishment,
reaffirm the support of the member states
and allow increased annual loan approvals,
as foreseen in the updated PEI.

Strategic alliances have been consolidated
with other Banks and development
organizations,  including  the Inter-
American Development Bank (IADB), the
Latin American Development Bank (CAF),
the European Investment Bank (EIB), the
French Development Agency (AFD), the
New Development Bank (NDB), ECLAC,
and ALADI. These partnerships, in addition
to creating a wider complementarity,
have allowed FONPLATA to adopt the
best practices, to create knowledge,
and to expand funding and co-funding
opportunities to meet the growing demands
of our member countries.

Internally, it should be noted that
outstanding professionals from all our
member states joined FONPLATA in 2017,
enhancing our capacities and the quality of
human capital.

Additionally, the opening of our new offices
and first own headquarters in Santa Cruz de
la Sierra marked a milestone in the history
of FONPLATA. The President of Bolivia, Evo
Morales Ayma, all FONPLATA Governors,
and the President of CAF attended the
opening ceremony, among other national
and international authorities.

We continue driving our commitment
to social responsibility by sponsoring the
FONPLATA U-17 women’s soccer cup, the
FENAVID Film Festival, and the International
Theater Festival, among other landmarks
that help strengthen links with the city of
Santa Cruz de la Sierra and our host country.



Bringing development closer to the people

In addition to remain committed to the
sustainable growth of our operations, major
challenges for 2018 include:

e To develop schemes and tools to help
expand financing, keeping pace with the
growing demand of development projects
prioritized by our member countries;

¢ To further develop strategic alliances with
MERCOSUR-FOCEM, financial institutions
and development agencies;

e To provide the programmatic, legal and
financial grounds to enable the addition
of new members to FONPLATA;

¢ To continue implementing the development
and  technological innovation  plan,
improving management efficiency and
innovation, and minimizing transaction costs.

As we have done since the end of 2012,
these challenges shall be addressed
within a prudential framework aimed at
strengthening our business and financial
profile, maintaining a balanced credit
exposure and ensuring positive net flows
for our member countries.

FONPLATA

The achievements made are milestones
in themselves, and certainly none of
these accomplishments would have been
possible without the continued support of
our Governors and member countries, the
commitment of the Executive Board and the
engagement and contribution of our staff.

| would like to express my appreciation to
them all for the progress achieved, and share
my conviction that by continuing with our
efforts 2018 will be a new step for growth
and consolidation in our commitment to keep
bringing development closer to the people.
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In 2017, the first synchronized recovery of
the major world economies was witnessed
following a huge liquidity injection by the
Bank of China. According to estimates,
the number of countries in recession in
2018 may be the all-time lowest number.
According to the IMF, there will be only 6
out of 191 economies in recession in 2017,
which account for less than 5% of world
GDP (which includes Venezuela and Puerto
Rico). This contrasts with the situation in
the year 2009, when some 90 countries
worldwide were undergoing a recession.
As reported by the IMF, world GDP grew
3.7% in 2017 while a higher figure is
expected in 2018 (3.9%).

Not so many grounds there had been
so far to be cautiously optimistic. World
economies seem to have definitely emerged
from a decade-long recession that came
after the major global financial crisis.

The U.S. economy is entering its ninth
year of expansion (the second-longest
period of sustained growth in U.S. history),
which goes hand in hand with increased
government spending, and more recently
tax cuts. In China, fears of a fall-off in
growth have been reduced, avoiding a
sharp decline. Both economies are creating
jobs and innovative technology making
investments all over the world, sending
millions of tourists, while no relevant issues
are found that may disrupt the current
positive cycle. Europe’s economy grows
above its potential due to fewer regulations
and low-cost financial resources injected
by the European Central Bank. Although
Brexit has created further uncertainty
concerning European trade rules, the ECB
is expected to end the economy support
program (purchase of debt), paving the way
to an increase in interest rates. In Japan,
private consumption and investments have
been recovering; Africa is becoming a
new engine of world economy; and Latin
America emerging countries have achieved
encouraging growth rates in the past two
years. Latin America has faced challenges
leading to a slowdown in economic
growth, but it appears that the situation
is being regularized and opportunities
may be built upon, mainly in countries
such as Colombia, Chile, Argentina, Brazil

and Mexico. With regard to the countries
in the River Plate Basin sub-region, the
biggest change has taken place in the
two major ones, Brazil and Argentina,
which are expected to grow by 3% in
2018 without major changes in exchange
parities, providing a good environment for
the three smaller countries.

International trade, which in 2016 had
fallen to the lowest in the last 20 years, is
expected to grow by 3.2% in 2018.

The question is whether all the above will
be sustained. There is a convergence of
views on the fact that the current cycle
is positive; however, the growth of these
economies are middling, with contained
inflation, a certain recovery in commodity
prices and no indication of overheating,
suggesting that the economy’s boom
will continue with an eye toward 2020.
Because economic growth has spread to so
many countries globally, there is certainty
that a setback in any economy can be
absorbed by global growth. This is what
makes the recovery of non-accelerated
economic growth sustainable in the short
term, but still appears weak in the face of
unforeseeable events.

Central banks in the developed world are
expected to eradicate their incentives in
2018. As the FED withdraws the greatest
monetary policy experiment in recent
history, there will be higher volatility
and lower profits than in 2017. Equity
investment may possibly reach its peak
following the significant recovery over
the past years. FED is not expected to
increase interest rates beyond the three
adjustments of a quarter of percentage
point. This is in line with two trends
that give rise to concern: a) Credit in
the developed world is still not flowing
as needed. In the U.S., credit grows at a
rate of 0.8%, a typical figure in times of
recession, while in Europe evolves at the
same rate as in 2013. If money does not
reach companies and consumers, the
economy may lose momentum. b) Other
economic uncertainties include conflicts
between Eastern and Western Europe, a
hypothetical institutional tension in the
U.S. due to increased protectionism, and
a weak dollar further depreciated in 2017
over the basket of 6 currencies despite solid
economic growth, low unemployment and
subdued inflation in the U.S.



[}

To become engines of the world economy,
Latin America needs much more domestic
and foreign investment in productive and
social economic infrastructure. The region’s
significance as a producer of commodities
that can be exported calls for increased
requirements regarding logistic, distribution
and human capital development. However,
after a decade of economic boom with
high commodity prices, together with

ECONOMIC AND SOCIAL CONTEXT

lower international interest rates and
the fall in the dollar, the possibilities of
maintaining a strong basis that allows for
productivity growth and greater investment
competitiveness reinforcing investors that
require favorable conditions are reduced.

As the impact of those outstanding external
factors fades away, the general process of
appreciation of national currencies of the
past two years becomes clearer, which can
be defined as the increase in production
costs -measured in US dollars - compared to
our competitor countries outside the region.
Such situation hampers diversification and
expansion of domestic growth engines,
reducing after-tax profitability of the tradable
sector, making domestic consumption
growth increasingly dependent. No dramatic
changes are expected in US dollar prices
from now on, consolidating consumption as
the main factor for product expansion. To
be more competitive, countries of the region
will become more reliant on their natural
comparative advantages and improved
productivity and investment in order to sustain
growth engines and the progress achieved
with the expansion of social spending.

13
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For most FONPLATA member countries
no improvement in the competitiveness
ranking has been observed. In spite of this,
the level of investment (relative to GDP) is
below the level of investment during the
commodities super cycle, and productivity
has not increased to compensate for that
difference. Additionally, there is moderate
but continued increase in risk-free
international interest rates, and greater
rigidity to increase debt levels relative to
GDP. The above makes it more difficult
to reduce high fiscal deficits - that have
increased tax burden and in some cases led
to adjustments of tariffs and other public
and employment services - making it more
complicated to cope with a generalized
contractionary monetary policy in the sub-
region to keep inflation rates low.

This situation has left less space for
public investment with the reduction of
domestic funding sources for long-term
development, which is vital to the future
of the region. Foreign Direct Investment
has fallen after a dynamic period due to
less attractive conditions rather than to
insufficient funding globally. This, together
with the expansion of consumption as a
main driver for growth, reduces incentives
for private investment in longer-term
productive and tradable activities.

To fill the significant infrastructure gap
in the region, support initiatives for
investment that favor reduced production
costs, social inclusion and drive value
chains benefiting more than one country
will continue to require increased long-
term financing, a major boost in terms of
incentives for private sector engagement

on long-term investments through new
public procurement modalities, combined
with temporary fiscal incentives to expand
long-term private investment.

Within this context, FONPLATA continues
supporting the development of its member
countries to increase funding levels under
stable and competitive financial conditions
for public investment projects, focusing
its portfolio on infrastructure for inclusive
development and integration. To that end,
actions identified in the recently updated
strategic plan (PEI) are being implemented,
giving priority to the implementation of
new financial formulas that allow for
continued growth of its lending capacity.
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With more than $380 million in Argentina’s
project portfolio, FONPLATA focuses on
the development of rural and border
communities and aims at reaching the most
vulnerable segments of the population and
encourage integration, trade and further
liaison with neighboring countries.

Programs are being implemented in
northern and north-east border provinces
on social development, water and
sanitation, and Chagas disease control, as
well as for supporting small and medium-
sized enterprises.

In coordination with local authorities,
works are also being funded to solve
mobility issues in Greater Buenos Aires,
one of the most congested areas in the
country, to facilitate the transit of people
between the Province of Buenos Aires and
the Autonomous City of Buenos Aires.

Another project includes the modernization
of the administration of justice that by
renewing registration and implementing
online administrative  procedures, s
expected to improve transparency and
services for the public. Support is being
given to conduct the household survey,
a tool that will enable the Statistics

and Census Bureau (INDEC) to update

information on Argentine citizens’ behaviors,
and better design policies and plans related
to economic growth and development.

The work plan for Argentina is broad,
covering from the most isolated and
remote communities in border areas to
traffic around the capital city, as well as
the provision of tools for the efficient
functioning of government institutions.

Argentina

Loans approved (2012 and 2017)

S 380 million
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BOLIVIA

The work program for Bolivia is focused
on the efforts made by the country to
build and improve road infrastructure.
Most of Bolivia’s portfolio ($295 million) is
earmarked for road infrastructure projects.

In that sense, several stretches of the east-
west corridor are being built to improve
cargo and passenger transportation times.
Funds are also targeted towards the
building of roads routes into Chiquitania, a
historic heritage center of great wealth and
biodiversity where Bolivia’s Jesuit Missions
are found. Together with the missions in
Argentina, Brazil, Paraguay and Uruguay,
these Jesuit missions make up a cultural
heritage network which could become a
tourism and integration focal point in the
River Plate Basin.

The plan also aims to promote the socio-
economic inclusion of rural, isolated

areas in the Department of Cochabamba
through a bridge construction program to
ensure access to education, healthcare and
commercial services.

Funding was provided for the construction
of floodgates to protect thousands of
hectares devoted to agriculture in the
Department of Santa Cruz, to help mitigate
significant financial and productivity loss,
and for food security purposes.

Finally, FONPLATA form part of the
Employment Program run by the Ministry
of Planning and Development, focused on
the improvement of urban infrastructure.
The initial stage will be implemented in
the cities of Cobija, La Paz, Oruro, Potosi,
Riberalta and Sucre.

Bolivia
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Loans approved (2012 and 2017)

S 295 million
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Brazil's project portfolio totals $182
million and is mostly targeted towards the
development of small and medium-sized
towns across different southern and central
states. The main objective of this portfolio is
to help improve infrastructure and the life
quality of the people living in those towns.

An extensive urban and port renewal
program is being implemented in the city
of Corumbda on the border with Bolivia,
an important river port on the Paraguay
River in the State of Mato Grosso do Sul,
which will help improve its positioning as an
integration and tourist hub across the River
Plate Basin region.

In the city of Pelotas, Rio Grande do Sul,
funding will be provided for environmental
development works as well as housing
construction for urban and rural population
of almost 400,000 inhabitants.

The project approved for the city of
Cricima in Santa Catarina State, will
provide the more than 200,000 inhabitants
with more fluid traffic flow, reduced travel
times, lower maintenance costs of vehicles
and less significant environmental impact,
and favorable conditions for the expansion
of local productive activities.

The Environmental Green Line Program in
Eastern Joinville, Santa Catarina (Programa
Eje Ecologico Linea Verde en la Regién Este
de Joinville) provides for the extension of
a wastewater treatment plant and the
construction of a sewage system. A bridge
to provide improved connectivity across the
eastern, northern and southern areas of the
city will also be constructed.

In Atibaia, State of Sdo Paulo, water,
sanitation and urban mobility works will be
implemented under the local government’s
program “Moderniza Atibaia” (Upgrade
Atibaia), focused on the enlargement of
some of the city’s main traffic arteries and
the canalization of certain rivers.

I

Loans approved (2012 and 2017)

S 182 million
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Paraguay’s project portfolio ($222 million) has
mainly been used to finance the construction
and maintenance of road infrastructure
in order to improve the conditions for the
transportation of goods and people, and
to reinforce road corridors to enhance
integration with neighboring countries.

Works include the construction of new
highways and bridges, and the rehabilitation
and maintenance of core networks.

The Livestock Fund is also being supported as

PARAG UAY a way to help finance more advantageously
the production and trade of small and
medium-sized livestock and dairy producers.
Finally, works also include the improvement
of the Pilar Port facilities and its access
roads, which will enable better use of water
resources so that the city can become the
center of the Waterway.

Paraguay

$ ©4

Loans approved (2012 and 2017)

S 222 million
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More than fifty percent of the project
_ portfolio under implementation ($235
million) has been used to finance the
construction, rehabilitation and maintenance
of road infrastructure, with the purpose of
improving the road condition for the safe
transportation of goods and people across

the country, and also enhancing connectivity
with neighboring countries.

Additionally, a project is now underway to
provide drinking water and sanitation to
more than 7,000 people in the town of
Santa Lucia and the Santa Lucia River basin,
in the Department of Canelones. This project
includes a sewage network, household

URUGU AY connections and treatment of wastewater,
thereby improving environmental conditions
and lessening risks on health.

The work plan for 2018 includes improving
and expanding lanes within the Port of
Montevideo, among other initiatives to
further support Uruguay's economic growth.

Uruguay

S © 4

Loans approved (2012 and 2017)

S 235 million
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Results in 2017 show that FONPLATA is
becoming a more and more important
player in financing development and
integration initiatives for the sub-region,
which is reflected in four milestones
achieved throughout the year consistent
with our long-term vision.

In the first place, there is the approval by
the Board of Governors of the updated
2013 - 2022 Institutional Strategic
Plan (PEl) for the 2018-2022 period,
acknowledging the goals achieved by the
Management under the new institutional
management model implemented since
2013. In the second place, there is
FONPLATA's investment grade rating (A-
by Standard & Poor’s and A2 by Moody’s)
which has been maintained, confirming
the organization’s business profile and the
possibilities of increasing funding beyond
our own resources in order to leverage
third-party  funds under appropriate
conditions and suitable funding levels for
member countries, without compromising
the credit rating granted. In the third place,
there is the contribution of cash capital
and the callable capital commitment of the
second capital replenishment approved in
2016. Lastly, there is the establishment of
strategic alliances with other development
banks, including the New Development
Bank (NDB), Inter-American Development
Bank  (IADB), European Investment
Bank (EIB), Latin America Development
Bank (CAF), and the French Agency
for Development (AFD), to supplement
funding and expand the lending capacity
under suitable conditions for borrowers, in
order to meet the incremental demand for
projects planned and enhance FONPLATA'
contribution to  development while
mitigating the risks affecting the quality of
life of our future generations.

The number and volume of operations
kept growing in 2017, with 12 operations
approved totaling $327 million.
Disbursements were $171 million, 35%
higher than in the previous year. This
growth allowed a net flow of funds of $118
million to member countries, exceeding
the $92 million in 2016. Loans receivable
grew by 21.7% over 2016, maintaining a
cumulative average annual growth of 21%

since 2013. The number of projects with
disbursements grew significantly from 17
projects in 2016 to 29 projects in 2017, in
line with the increase in approvals in the
past year. Approved loans averaged $27.3
million, staying within the range set out by
the strategic plan, while disbursements of
outstanding loans averaged $4.5 million.

Loans receivable and loans to be
disbursed are still mainly used to finance
infrastructure. This is explained by the
focus placed on transport and logistics,
accounting for 61% of the total, a
significantly lower percentage than in
2016 (78%). The greater diversification
is the result of the growth of the
social development portfolio in recent
years (sustainable urban development,
healthcare and environmental projects)
and, to a lesser extent, the production
portfolio (value chains and reduction of
asymmetries in market access).

Loans for infrastructure projects were 56 %
of the year’s total, reinforcing the tendency
towards diversification. Projects impacting
more than one member country - focused
on border areas development - represented
one-third of the total approved, remarking
the importance of projects aimed at
reducing asymmetries and sustaining
development for future generations in
certain geographical areas.

Another significant factor related to the
efficiency of the disbursement cycle is the
average disbursement time from approval
until final disbursement. The average
disbursement time of the eight projects
completed in 2017 was 5.1 vyears, a
substantial decline over the average time
in previous years. Finally, our continued
management  efficiency indicates a
decrease in non-financial expenses for the
average loan portfolio, a trend seen over
the past five years.

Growth in loans receivable transated into
an increase of 32.3% in financial income
over 2016. Loans receivable portfolio
showed no impairment, and loan services
are provided on a regular basis, thus
confirming FONPLATA's status as preferred
creditor for borrowing member countries.

Risk limit levels in 2017 were in line with
those established in the financial policies,
which continue to reflect compliance
with a prudent assets and liabilities



management

approach,
over time and increase in equity, and loan
portfolio capitalization and exposure.

preservation

Regarding management of assets and
liabilities, expenditure (0.12%) were
largely offset by return on financial assets
(3.43%). Liquidity at vyear-end 2017
exceeded the liquidity required to fulfill
all applicable obligations for the next
12 months, and is not a stress factor for
achieving business plans in the short term

2017 FINANCIAL RESULTS
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as capital contributions in cash committed
by member countries and under the
authorized debt program are covered.
Interest rate levels in 2017 enabled enough
net operating income to fully cover interest
and non-interest costs. This enabled a
net income consistent with the targets
outlined, in order to preserve the economic
value of our assets and to increase them.

The strength of FONPLATA's capital
structure underscores the commitment of
the member countries to leverage regional
integration and development through the
increase in lending capital.

Actual lending capacity did not constrain
the growth of operations in 2017, and
solvency or capitalization indicators were
broadly satisfactory. Adjusted net assets,
including the provision for loan impairment
to productive assets, remain around
100%. Portfolio exposure to market and
operational risk or capital adequacy ratio
rose to 134% at year-end 2017, well
above the minimum capital requirement
of 35% of Net Assets, consistent with the
integrated risk management.

31
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The  investment  portfolio  reflects
compliance with all prudential risk
parameters outlined in the liquidity
investment policy. The investment portfolio
average rating was AA- at year-end 2017.
Average liquid asset portfolio performance
was 1.20%, higher than in 2016 (0.71%).

Financial ~ conditions remain  stable,
appropriate and competitive for the
member countries individually, compared
with the cost of sovereign funding in the
capital markets in the same term. Net
disbursements (i.e. disbursements minus
reimbursements) and net transfer of funds
to member countries remain positive and
continue to increase. Net capital flows
from Brazil show unfavorable balances due
to the low level of approvals in the past
few years; however, this trend is expected
to change as a result of the dynamism of
the business program agreed in 2017.

Based on the financial results in 2017
and the incremental demand for credit
under the three-year business plan 2018-
2020, our challenge ahead is to create
new financial arrangements to allow
for the continuing increase in lending
capacity, and therefore leverage without
increasing the risk of credit exposure, in
accordance with the updated PEl approved
by the Board of Governors in 2017.
Such challenge involves making progress
towards solutions that help maintain our
present credit rating and our capacity to
increase value for member countries, thus
ensuring the continued portfolio growth
to allow positive net capital flows and
maximize our financial assets.
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3.1 Funding sources

ABLE L CAPITAL STRUCTURE 3.1.1 Capital Structure

(millions of U.S. dollars) -TABLE 1-

As at 31 December

AT mm second phase of capital replenishment
- approved by the Board of Governors

In 2017 member countries subscribed the

Authorized capital 1,639.2 3,014.2 3,014.2 in January 2016 ($1.375 billion), raising
Payable in cash 799 2 1349.2 13492 the total authorized capital to $3.014
Callable capital 0 1.665.0 16650 billion - $1.349 billion of cgpﬁal payable in
cash (45%) and $1.665 billion of callable
Subscribed capital 1,639.2 1,944.8 3,014.2 capital (55%). In 2017, callable capital was
Payable in cash 799.2 9414 1,349.2 committed in its entirety ($825 million), as
Callable capital 840.0 1,023.3 1,665.0 planned and according to the schedule of
Total capital 1,169.2 1,524.4 2,299.8 contributions of capital to be paid in cash.
Paid-in capital payable in cash 542.5 643.3 705.9 o o
Committed callable capital 626.7 881.1 1,593.9 Paid in capltal in cash amounted to $705.9

million at year-end 2017, 9.7% higher than
the previous year, with an outstanding
balance of $643.3 million. Committed
callable capital amounted to $1.594 billion.
Total lending capital — capital paid-in in
cash and committed callable capital —
amounts to $2.3 billion at year-end 2017,
51% higher than in 2016.

TABLE 2 NET ASSETS 3.1.2 Composition of

(millions of U.S. dollars) Net ASSGtS P—
As at 31 December

CONCEPT At year-end 2017, Net Assets totaled
2016 2017 $815.8 million of which $705.9 million
were paid-in capital, $89.8 million were
Paid-in capital 542.5 6433 705.9 General Reserve established by the Board
General Reserve 65.7 75.0 89.8 of Governors, and $20.1 million were

Retained earnings 9.3 14.8 20.1 unallocated retained earnings.

Net Assets 617.5 733.0 815.8



3.2 Income and
Profitability ..

In 2017, revenue from productive assets
totaled $27.5 million, mainly explained by
interests and commissions on loans ($25.1
million) which were $6.2 million higher
than in 2016 ($18.9 million).

CHART 1 LOAN COVERAGE RATIO

2014

TABLE 3

CONCEPT

Loan portfolio oustanding
Liquid assets

Financial expenses

Net financial assets
Non-financial expenses
Return on net financial assets

Return on equity

2015

RETURN ON FINANCIAL ASSETS AND LIABILITIES

Average
balance

205570

544797

2016 2017

In 2017, gross income was higher than
interest and non-interest costs, resulting in
a net income of $20.1 million. Non-interest
expenses in 2017 totaled $6.8 million,
accounting for an increase of 21% over
2016 ($5.9 million), consistent with the
annual budget. Following the methodology
for calculating loan impairment provision,
the provision balance was slightly lower,
representing a decrease of 4.7% over
2016. During this year, just as throughout
the history of FONPLATA, no write-downs
were applied to loan impairment provision.

2017 FINANCIAL RESULTS

Growth in net income is consistent with
the aim of preserving and increasing
the net asset value through cash capital
contributions and the generation of liquid
and realized profits.

Net margin on returns —which is the
difference between average returns on
assets and average cost of liabilities— was
3.34% in 2017, 14% higher than in 2016
(2.94%). Returns on net assets enabled to
cover all non-interest expenses for the year,
and generate wealth by increasing general
reserves beyond equity preservation.

Regarding profitability, return on assets
was 2.59% and return on net assets
was 2.60%. These indicators have been
growing since 2014.

(millions of U.S. dollars; %)

Return Average Return Average Return Average Return
(%) balance (%) balance (%) balance (%)
3.37 % 3.36 % 4 / 3.80 % m 4.16 %
0.53 % 189959 0.68 % 192872 0.71 % 196997 1.20 %

I | S0 333% 21000 341%
2.30 % 600080 251 % 682776 2.97 % 777256 3.44 %
1.43 % 1.63 % 215 % 2.56 %
154% L 169% . 220% | 266%
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TABLE 4

CONCEPT

Subscribed capital

Capital to be paid-in in cash
Callable capital to be committed
Effective lending capacity

Loans to be disbursed

Loans receivable

Loan agreements pending signature
Effective lending capacity

Remaining effective lending capacity
Lending capacity used (%)

Net assets exposure (%)’
Risk-adjusted portfolio exposure (%)

Minimum capital adequacy threshold (%)

3.2.1 Use of capital
and Lending capacity

Total equity amounted to $2.3 billion,
enough to cover the year-end balances of
loans receivable, loans to be disbursed and
loans contracts pending signature. The level
of lending capacity was 69.2%, consistent
with the operation expansion plans for our
member countries.

Loans receivable exposure remained
unchanged compared with 2016, with a
hedge ratio of 100.3% of net assets over
productive financial assets. Risk-adjusted
capital adequacy in 2017 rose to 134%,

LENDING CAPACITY AND CAPITAL ADEQUACY

(millions of U.S. dollars; %)

As at 31 December

2015 2016 2017
1,639.2 1,944.8 3,014.2
-256.7 -278.1 -643.3
-213.3 -142.2 -71.1
1,169.2 1,524.4 2,299.8
410.3 541.2 581.9
452.1 543.8 662.0
205.5 260.4 347.7
1,067.8 1,345.4 1,591.5
101.4 179.0 708.2
91.3 % 88.3 % 69.2 %
101.5 % 101.3 % 100.3 %
124.0 % 142.0 % 134.0 %
35% 35% 35%

1 (Net assets + Loan loss Provision — Fixed assets)/Productive assets
2 (Net assets + Loan loss Provision - Fixed assets)/Risk-adjusted productive assets
3 Minimum capital required to cover the exposure to loans receivable

CHART 2

B Loan Approvals

¥ Loan Disbursements

2013 2014

36

APPROVALS AND DISBURSEMENTS

(millions of U.S. dollars)

3157 327.0

2015 2016 2017

well above the minimum threshold of 35%
set out in the financial policies. Based on
Basel II, risk adjusted capital adequacy is
measured by the ratio of adjusted net assets
to productive assets adjusted by credit and
operational risk.

Chart 1 shows that at year-end 2017 net
assets continued to exceed the total loans
receivable by 23%, which shows the
leverage space available for the institution.

All the above indicators show FONPLATA's
financial strength.

3.2.2 Loan Development

-CHARTS 2 to 4-

Loans approved in 2017 totaled $327.0
million, which represents a 4% increase
over 2016, consistent with the mandate
by the Board of Governors to maintain
a lending capacity sufficient to meet the
approval target of $320-340 million in 2017.
Disbursements totaled $171.1 million, a
35% increase over the previous year.

Such increase meets the strategic scope
established to support the development
agendas of the member countries, also
aligned with capital growth.

The average amount per loan approved
during the year was $27.3 million. This
figure is in line with FONPLATA's mission
of focusing on small and medium-sized
projects consistent with the financial
dimension of the institution and the
strategic complementarity goal. Average
annual disbursements totaled $4.5 million
per project, a number somewhat lower
than the previous year, which is explained
by the significant increase in eligible loans
to be disbursed in 2017 (17 projects in
2016; 29 projects in 2017).

Year 2017 saw the most significant
growth in projects approved and under
implementation, at different implementation
stages. The number of projects approved
increased from 39 in 2016 to 49 in 2017;
of those projects, the number of projects
signed or ratified by Parliament went from
24 in 2016 to 38 in 2017. There was a
significant increase in the number of projects
with disbursements: from 17 projects in
2016 to 29 projects in 2017.
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CHART S AVERAGE SIZE OF LOANS 3.2.3 Loans portfolio
APPROVED AND DISBURSED (millions of U.S. dollars) by C Ountry “TABLE 5-

FONPLATA aims at ensuring a well-balanced
allocation of lending resources among the
member countries in the medium-term,
based on the moving average of loans
receivable and loans to be disbursed of the
past two years, and of the three years planned
under FONPLATA's three-year business plan,
providing guidelines for programming with

2013 2014 2015 2016 2017 the member countries.
I Average Approved [ Average Disbursed

CHART 4 GROWTH OF LOANS BEING IMPLEMENTED

(millions of U.S. dollars)

Loans approved to be implemented during the year 49
M Outstanding loans and loans to be disbursed being implemented
M Loans disbursed during the year 38
B Loans completed (after final disbursement) 39
29
25
23 24
16 15 18
11 10
8
3 5
0
2014 2015 2016 2017

37




ANNUAL REPORT 2017

TABLE 5 LOAcNo]iRF-;rl:\?(E/K)) BY 3.2.4 Performance of
° lending balances of
COUNTRY m Loans receivable and
ARGENTINA 25% 27 % Loans approved
BOLIVIA 23 % 22%
BRAZIL 19 % 15 % -CHARTS 5, 6 & TABLE 6-
PARAGUAY 17 % 20 % _
At year-end 2017, the portfolio of loans
URUGUAY 16% 16% approved and loans under implementation
TOTAL * Estimated 100 % 100 % amounted to $1.592 billion, which
represents an 18% net increase (2016 —
$1.345 billion).
During 2017, loans receivable increased by
$118.2 million as a result of disbursements
CHART 5 LOAN PORTFOLIO DEVELOPMENT made for $1711 million min.us principal
(millions of US. dollars) repayments for $52.9 million, which
662.0 represents a net increase of 21.7%, resulting

in an ending balance of $662.0 million.

Loans to be disbursed totaled $581.9
million in 2017 (compared to $541.2
million in 2016), and Loans approved
pending signature or ratification by the
Parliament amounted to $352.0 million
(compared to $260.4 million in 2016),
which together account for a 16% net

. . . . . increase of the disbursing portfolio. Such
2012 2013 2014 2015 2016 2017 increase is an indicator of the underlying

[ Net disbursements I Loans receivable by ==@== | 0ans receivable by growth of the loan receivable portfolio
(disbursements-reimbursements) year-end Jan 1st

over the medium term.

Loans are still mainly used to finance
infrastructure, comprising transport and
logistics, which accounts for 61% of the total
portfolio, a percentage significantly lower
than in 2016 (78%) and 2015 (73.7%).

Greater diversification is the result of
the growth in recent years of the social
development portfolio (sustainable
CHART 6 LOAN ALLOCATION BY SUB-SECTOR - 2017 (%) urban  development, healthcare and
environmental projects) and, to a lesser
extent, the production portfolio (value
chains and reduction of asymmetries in
market access).

Il otrer This shows that the trend towards

[ Finandial services diversification continues, as well as the efforts

- b . made with the member countries to expand
roduction

funding beyond physical infrastructure
to include other areas. Greater portfolio
diversification led to reduced significance
of projects impacting the development of
border regions in more than one member
Environment country, which represented one-third of the
total projects approved. Meanwhile, the
importance of projects aimed at reducing
asymmetries and sustaining development for
future generations in certain geographical
areas increased.

Housing and Urban
development

- Water and Sanitation

- Health and Education

- Transport and Logistics
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TABLE 6

LOAN ALLOCATION BY SECTOR (%)

Infrastructure 73.7 % 52.0 % 61.4 %
Social and environmental development 23.6 % 26.0 % 27.8 %
Economic and productive development 2.7 % 22.0 % 10.8 %
TOTAL 100 % 100 % 100 %

Average turnover of the loan portfolio is
an indicator of the amount of time it takes
to convert the loan portfolio into cash, or
the amount of time it takes to collect from
borrowers. Atyear-end 2017 average turnover
was 12 years, compared to 12.7 years at year-
end 2016. This number reflects the turnover
of a young portfolio of loans receivable,
mainly comprised of projects approved since
2011 with an average maturity of 15 years,
including the grace period.

3.3 Consistency with
strategic objectives

3.3.1 Achievement
of strategic goals as
stated in the Vision
statement

Acknowledging FONPLATA's transformation
into a development bank to promote
integration and regional development, the
Board of Governors approved the updated
2013-2022 Institutional Strategic Plan (PEl)
for the 2018 — 2022 period.

The updated PEI provides guidelines to help
FONPLATA to become a relevant player
for the funding of regional integration
and development projects. To this end,
FONPLATA plans to target actions through

2017 FINANCIAL RESULTS

three strategic objectives: (i) to ensure
continued growth in lending capacity under
appropriate financial terms, increasing value
for member countries, maintaining the
credit rating and strengthening strategic
complementarity; (ii) to enhance dialogue
with member countries to anticipate their
needs and determine funding modalities
toward integration and development,
with a strong commitment to preserving
future generations; and, (i) to adapt the
organizational structure to the growth of
our operations, maintaining dynamism
and low transaction costs, and promoting
excellence of human capital and the quality
of our processes.
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3.3.2 Consistency with
our Mission mees7ee-

Following the Institutional Strategic Plan
guidelines, FONPLATA promotes investment
in regional development and integration
projects. Since 2013 and to date, focus has
been placed on promoting development
by financing infrastructure, social and
environmental projects and economic-
productive projects in border regions in less
favored areas of the River Plate Basin countries.
Additionally, the integration approach is
focused on projects that can help reduce costs
or increase benefits between two or more
countries, with emphasis on the asymmetries
stemming from coordination, inclusion or
market failures related to integration.

It should be noted that 63% of the projects
approved benefit more than one member

CONTRIBUTION TO GEOGRAPHICAL

TABLE 7
INTEGRATION IN BORDER AREAS
INDICATOR 2013 -2017>
0y
Expected impact on more than one member Number of loans approved 63.0%
country (%)? In thousands of U.S. dollars 76.5 %
Number of loans approved 63.0 %
0/ )4
Focus on border areas (%) In thousands of U.S. dollars 78.7 %

' Based on information on the design of operations
2 Weighted average

3 Loans approved benefiting more than one member state / Total approvals

4 Loans approved having an impact on border area development / Total approvals

TABLE 8 STRATEGIC COMPLEMENTARITY
INDICATOR 2013 -2017°

Participation in joint programes with Number of loans approved 15 %
other Multilateral Development Agencies In thousands of dollars 21 9%

0,
Complementary with national Number of loans approved 96 %
investment plans In thousands of dollars 99 %
65 %
Help bring forward investment decisions Number of loans approved 0
for member countries In thousands of dollars 57 %

Number of loans approved 46

Total loans approved
P In thousands of dollars $ 1,248.40

" Weighted average

country (77% of its value), and 63% are
targeted to border areas (79% of its value).

The geographic approach for action, and
small to medium scale financing, define the
strategic niche where FONPLATA operates.
Gradual growth of social-environmental and
production projects introduce a stronger focus
on inclusion and reduction of asymmetries in
specific areas.

Under this approach, FONPLATA complements
funding from member countries and other
development agencies to maximize the
impact of its interventions.

FONPLATA-funded projects targeted to
areas where other multilateral development
agencies were involved accounted for 21%
of the approvals during the 2013-2017 term.
During that period, almost all operations
in which FONPLATA was involved were a
priority according to public investment plans
of member countries; and 57% of the total
approved in said period was used for initiatives
that helped anticipate investment decisions of
borrowers, providing benefits in advance.
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3.4 Operational
efficiency ..

In 2017 FONPLATA managed to achieve FONPLATA to respond to contingencies with
relevant results on efficiency and operating  ease, and allows for greater use of leveraged
flexibility, ~ which  resulted in lower resources in capital markets.

transaction costs for borrowers.

With regard to operating flexibility, the

average time for processing transactions
CHART 7 OPERATIONAL EFFICIENCY measured between the date of the project
profile and the first disbursement continued

the downward trend. This can be explained

1.46% a1 by the fall in the expected average time

between approval and first disbursement
of projects approved in 2017, which rose to
9.5 months.

066 0.72 % 0.64 % Another significant factor related to

0.54 % 0.58% efficiency of the disbursement cycle is

the average disbursement time, from

approval to final disbursement. The average
disbursement time of the eight projects

2013 2014 2015 2016 2017 completed in 2017 —almost all of them
=== Noninterest expenses /Loans receivable + Loans to be disbursed implemented under this Management—
«=@= Noninterest expenses /Loans receivable was 5.1 vyears, a substantial decline

compared to the average time observed in
previous years.

Administrative efficiency, which is measured

by the ratio of non-interest expenses to

average loan portfolio, shows a continuing

decrease in expenditure per operation, a

trend that has been observed since 2013

and continued in 2017. In addition, with the

general business expansion, the break-even

point (running costs / current income from

loan portfolio) remained low (an average

29% during 2015-2017). The above enables

OPERATING FLEXIBILITY

(months)

2014 2015 2016 2017

[l signature or ratification until first disbursement
[ Approval until signature or ratification
[ Loan profile until approval
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3.5 Filnancial

soundness

Financial 2017 results reflect FONPLATA'S
financial strength and are explained
under “Performance in 2017". As in
previous years, independent auditors from
PricewaterhouseCoopers ~ have issued
a clean, unqualified auditor's report on
FONPLATA financial statements, dated
February 22, 2018.

3.6 Funding and

Liguidity

42

This section provides information on the
management of long-term debt and
liquidity risk.

3.6.1 Borrowing and
Leverage

With the new capital structure subscribed
and the second capital replenishment
approved in 2016, a new borrowing
strategy was defined which enabled the
borrowing of $500 million until 2020,
including existing commitments. Such
borrowing was approved by the Executive
Board to meet the lending requirements
that allow for annual approvals for $320-
340 million in 2017-2018 to reach $400
million by the year 2020.

In that regard, the Management has
designed a medium-term borrowing plan
based on financial statements projections,
entailing the intended expansion of the
Business Plan with the purpose of diversifying
funding sources with an average borrowing
cost according to FONPLATA's credit rating
and status as preferential creditor.

It is worth highlighting that within the
new management model implemented
since 2013, FONPLATA has established a
framework for risk management aiming
at identifying, measuring and managing
operations risk in a comprehensive and
proactive form, as well as regularly
assessing the proper performance of the
risk management process.

In December 2017, a $100 million
funding agreement was signed with
the Inter-American Development Bank;

disbursements are expected to begin in the
first quarter of next year. Borrowing from
the European Investment Bank and the
French Development Agency is also being
sought. It has also been agreed with the
Central Banks of the member countries that
medium-term funding held in dollars might
be accepted. In this respect, FONPLATA has
issued a promissory note for $10 million to
the Bolivian Central Bank.



36.2 quU].dlty -TABLE 9-

As year-end 2017, the investment portfolio
totaled $148.9 million and liquidity
amounted to $176 million, 9% higher than
the minimum liquidity required under the
financial policies ($162 million). The ratio
of liquid assets to total assets was 21.5%,
lower than in 2016 (28%).

TABLE 9

LIMITS

Limits by asset class

Sovereign limit

Limits on fixed-term deposits and/or Certificates of deposit

Multilateral Development Agencies and National Development Banks Limits

Money Market funds limit

Private Financial Sector Limit

2017 FINANCIAL RESULTS

The investment portfolio management shows
compliance with the prudent risk parameters
set out in the liquidity investment policy. The
investment portfolio average rating was AA-
by 31 December 2017, as authorized.

INVESTMENT PORTFOLIO MANAGEMENT

AS AT 31 DEC 2017

100 % 59 %
100 % 18 %
50 % 29 %
30 % 0%
15 % 12 %

Limits by Issuer

Limits by AAA issuers (country, multilateral development agency, development banks)
Limits by issuer country, including states, local governments, public agencies

Limits by multilateral development agencies and national development banks

Limit by private financial institution

100 % 40 %
10 % 7.8 %
10 % 6.5 %
5% 2.6 %

Limits by rating
Average portfolio rating
Minimum investment rating

Maximum investments with a credit rating of BBB

Minimum AA- AA-
BBB- BBB-
20 % 17.6 %

Term limits
Minimum liquidity levels
Investments with maximum maturity

Duration mod max.

3.7 Institutional
effectiveness

$ 162 million  $ 176 million
5 years 23/11/2018
2 years 0,32 years

The average performance of the liquid asset
portfolio was 1.20%, higher than in 2016
(0.71%).

Institutional effectiveness is evaluated
in the light of the Institutional Strategic
Program prospects, which are part of the
management commitments reported to the
Executive Board on an annual basis.

Highlights in 2017 include the contribution
to equitable growth in the sub-region, and
consistency with the Mission and Vision of
the Fund.
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3.8 Contribution to
equitable growth n
the sub-region

-TABLE 10 & CHART 9-

CONTRIBUTION TO SOCIAL AND
ECONOMIC DEVELOPMENT

TABLE 10

R e K

Loan portfolio annual change 18.7 %
Direct resource mobilization ratio’ 1.5
Net capital flow to member countries? $57.9
Net transfers to member countries® $46.5
Funding for relative less developed countries /Total 57.5 %
approvals

Preferential funding for relatively less developed countries* 322 %

228 %
1.6
$83.9
$70.1
75.4 %

40.6 %

20.3 %
1.6
$91.7
$72.8
54.9 %

293 %

21.7 %
1.8
$118.2
$93.2
28.4 %

29.0 %

! Total funds mobilized over funds provided by FONPLATA
2 Disbursements net of principal repayments

3 Disbursements net of principal repayments and recovery of interest and commissions

“Loans funded by FOCOM / Total amount of approvals

CHART 9 COST COMPET

58.7 %

49.9 %

2015 2016

VENESS

(weighted average for loans)

76.6 %

2017

Implicit interest rate /Cost of sovereign funding

The impact of FONPLATA's contribution
on equitable growth in the region can
be seen by a number of indicators. The
expansion of financing is reflected in the
growth of the loan portfolio, averaging
21% in recent years. Leverage ratio of
mobilized resources was $1.8 for each
dollar approved in 2017, compared to $1.6
per dollar approved in 2016.

Additional net capital flows and net
transfers to member countries have been
positive and growing in recent years.

In order to assess FONPLATA's financial
costs competitiveness, the implicit average
interest rate on each country’s loan
portfolio was compared to the average
sovereign funding in capital markets,
under similar terms.

Results show that average loan portfolio
financial costs have remained competitive
for each and every member country in
the past three years, but such advantage
has narrowed to an average 33% in
2017. FONPLATA's implicit interest rate
is lower than the cost of borrowing in
capital markets for any member country
individually. One of the main factors
behind the trend described is the reduced
costs of sovereign bond issuance in capital
markets by major member countries in the
past two years.
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Allocation and total number of projects approved

$182

15%  million

‘!\ $ 295 22%

million

$222
ﬂﬂ million

$235
million

$ 380
million

N

@ Allocation of projects approved

n Total de projetos aprovados (2012-2017)

Loan allocation by sub-sector - 2017

Transport and Health and

Logistics Environment Education Production
P o N
4 e
g @Y
61% 7% 4%
Housing and Water and Financial Oth
Urban development Sanitation services r
A ﬁ
‘ yL S4
9% 8% 3% 4%
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ARGENTINA =&

_ (In thousands of U.S. dollar equivalent)
LOANS APPROVED - BY FUNDING TYPE S
TOTAL
N° LOAN PRE-INVESTMENT APPROVED
ARGENTINA 24.650 610.127 634.777 256.286
ARG-2/83 Construction of a port and coastal defense structure in Formosa. - 7.100 7.100 -
ARG-3/83 Comprehensive Development in Southeast Formosa. - 9.200 9.200
ARG-4/93 Study: Impact of economic integration on urban and transportation
systems of coastal Argentine provinces and Chaco in the River Plate 1.462 - 1.462 -
Basin.
ARG-5/94 Studies and Projects to clean up streams in the city of Posadas. 2.244 - 2.244 -
ARG-6/94 Pre-investment studies and Works for paving highways No. 8 and 2,
stretches: 25 de Mayo - Santa Rita; Santa Rita - Colonia Aurora; 1.877 32.959 34.836 -

Colonia Aurora - El Soberbio; El Soberbio - Saltos del Mocona.
Province of Misiones.

ARG-7/94 Implementation of Technical Cooperation and Social Development
Investment Program in border areas with unmet needs in northeast 978 21.499 22477
and northwest Argentina.

ARG-8/94 Implementation of the Productive Reconversion and Business 8.000 - 8.000 -
Restructuring Program for exports.

ARG-9/96 Program for the modernization and development of international 3.238 - 3.238
trade - COMINTER.

ARG-10/96 Reimbursable Technical Cooperation. Corporate Restructuring 4.000 - 4.000 -
Program for Exports - PREX.

ARG-11/99 Program to support the Secretariat for Regional and Economic 1.500 - 1.500
Planning of the Ministry of Finance and Public Works and Services.

ARG-12/2002 Pre-investment studies and execution of works for restructuring the 900 25.000 25.900 -
port of the city of Santa Fe.

ARG-13/2003 Local Counterpart Financing Program - Project IDB 1118/0C-AR- - 51.000 51.000
Emergency program for the recovery of flood-affected areas with
particular focus on the Santa Fe Province.

ARG-14/2004 Social Development Program for areas with unmet basic needs in 22.485 22.485 -
northwest and northeast Argentina - PROSOFA I1.

ARG-15/2004 Programa de Melhoria e Otimizagdo da Gestéo de Residuos Sélidos - 27.650 27.650
Urbanos da Area Metropolitana de Buenos Aires.

ARG-16/2006 Execution of Project for the Development and Implementation of the 450 - 450 -
National Early Warning and Prevention of Disaster System.

ARG-17/2006 Program for improving competitiveness of inland ports in the - 47.200 47.200 19.354
Province of Buenos Aires.

ARG-18/2006 Implementation of the program to support international trade
integration of small and medium-sized enterprises in Argentina — 4.500 4.500 -
PROARGENTINA II

ARG-19/2013 Project for the interruption of vectorial transmission of Chagas - 25.000 25.000 309

Disease in Argentina.




LOANS APPROVED - BY FUNDING TYPE

TOTAL
LOAN PRE-INVESTMENT APPROVED

ARG-20/2014

ARG-21/2014

ARG-22/2014

ARG-23/2015

ARG-24/2015

ARG-25/2016

ARG-26/2016

ARG-27/2016

ARG-28/2016

ARG-29/2016

ARG-30/2016

ARG-31/2016

ARG-32/2016

ARG-33/2017

ARG-34/2017

ARG-35/2017

ARG-36/2017

ARGENTINA

Establishment of a Programming national body and a movie theater
network to promote and disseminate audiovisual content from the
region.

Social development program in Argentina’s northwest and northeast
border areas with unmet basic needs (PROSOFA I11)

Program for the development of agricultural areas in border provinces
of the River Plate Basin — First stage.

Argentine — Bolivian railway project for economic and regional
development C 15 Stretch — Gral. Belgrano Railway, Argentina
Program for the development of the Bermejo River Basin.
Institutional strengthening program for regional planning.
Government modernization project — Digital country program.

P

Emergency program to respond to the effects of “El Nifio” in
Argentine.

Program for the development of border facilities. 1/

Comprehensive improvement program for border settlements. 2/
Program to support the development of the agribusiness sector.
Program for access to productive financing in Northern Argentina. 3/
Program for the provision of drinking water and sanitation services in
Argentinean Mesopotamia.

Program for the implementation of the Household Expenditures Survey
- ENGHO.

Program for the strengthening of justice in the provinces and in the
Autonomous City of Buenos Aires.

Infrastructure integration program.

Program for connectivity in Greater Buenos Aires.

i) Loans under successive stages mode
a) $3.293.840,00 for the investment stage, uncommitted
b) $25,000,000,00 for the investment stage, uncommitted

24.650

*1 Loans in execution
*2 Loans concluded

(In thousands of U.S. dollar equivalent)

610.127 634.777
5.263 5.263
28.170 28.170
18.400 18.400
35.000 35.000
35.000 35.000
12.000 12.000
7.500 7.500
20.000 20.000
20.000 20.000
20.000 20.000
10.000 10.000
20.000 20.000
33.000 33.000
5.000 5.000
5.000 5.000
22.200 22.200
40.000 40.000

*3 Canceled loans
*4 |n contract signature

31-dic.-17

256.286

3.062

15.202

6.031

30.605

35.000

10.715

6.696

15.972

17.860

20.000

10.000

28.416

33.000

4.065




A
BOLIVIA =

_ (In thousands of U.S. dollar equivalent)
LOANS APPROVED - BY FUNDING TYPE T
TOTAL 10 BE
LOAN PRE-INVESTMENT APPROVED BURSEL
BOLIVIA 6.998 508.292 515.290 180.451

BOL-1/79 Feasibility study - Vallegrande-Zudanez Railway. 585 585 -

BOL-2/80 Final Design - Motacucito-Puerto Busch Railway. 423 - 423 -

BOL-3/81 Aerophotogrammetry of the Upper Bermejo River Basin. 234 - 234 -

BOL-4/81 Paving of Potosi-Tarapaya highway. 7.000 7.000 -

BOL-5/82 Paving of Sucre-Yotala—Totacoa highway. - 7.500 7.500 -

BOL-6/83 Feasibility study and final design of Padcaya—Bermejo highway. 1.000 - 1.000 -

BOL-7/86 Final design of Challapata—Tarapaya highway. 720 - 720 -

BOL-8/85 Paving of Santa Cruz-Trinidad highway. = 19.500 19.500 -

BOL-9/89 Paving of Totacoa-Puente Méndez highway. = 8.280 8.280 =

BOL-10/89 Paving of Palmar Grande—Yacuiba highway. = 13.878 13.878 -

BOL-11/89 Rehabilitation of road stretches: Cochabamba-Chimoré and = 8.800 8.800 =
Yapacani-Guabira

BOL-12/90 Paving of Santa Cruz-Trinidad highway. - 13.700 13.700 -

BOL-13/90 Extension works and improvement of the Capitan Nicolas Rojas = 4.500 4.500 =
Airport, Department of Potosi.

BOL-14/92 Feasibility studies and final design for the paving of Cuchu 2.087 - 2.087 -
Ingenio-Villazén highway.

BOL-15/92 Works for improving and paving the road stretch between Santa = 10.000 10.000 =
Cruz de la Sierra and Abapo.

BOL-16/94 Pre-investment studies and paving of Road 6, stretch Boyuibe-Hito 728 - 728 -
Villazén.

BOL-17/94 Pre-investment studies and paving of the Abapé—Camiri highway. 1.220 17.000 18.220 =

BOL-18/04 Works for paving the Guabira - Chané - Aguaices - Colonia Pirai - 40.000 40.000 -
highways.

BOL-19/11 Project for the construction of the Highway Rio Uruguaito-Santa - 63.450 63.450 -

Rosa de la Roca-San Ignacio de Velasco.

BOL-20/13 Road maintenance program — Rehabilitation by degree of - 35.000 35.000 -
intervention (regular maintenance) of the road stretch San
Raman-San Javier-Concepcion-Rio Uruguaito.




LOANS APPROVED - BY FUNDING TYPE (Imthousands of .5 dollaregpieetend

TOTAL TO BE
PROJECT PRE-INVESTMENT INVESTMENT APPROVED DISBURSED

BOLIVIA 6.998 508.292 515.290 180.451

Project: Construction of Montero-Cristal Mayu dual carriageway.
stretch: Ivirgarzama - Puente Mariposas.

BOL-22/14 Project: Construction of Montero-Cristal Mayu dual carriageway. 20.531 20.531 9.306

stretch: Puente Mariposas - Puente Chimoré.

Project: Construction of the Nazacara-Hito IV highway, stretch: 26.000 1.849
Nazacara-San Andrés de Machaca.

BOL-24/14 Project: Construction of flood protection structures in Santa Cruz = 13.400 13.400 0
basins.
Equipping of Alcantari International airport facilities, 5.000 3.191
Department of Chuquisaca.

BOL-26/15 Project: Montero-Cristal Mayu dual carriageway. Stretch: = 50.000 50.000 50.000
Puente Chimoré, Km. 15. Villa Tunari.
Project: Montero-Cristal Mayu dual carriageway. 50.000 50.000
Stretch of bridge SN4 - Villa Tunari.

BOL-28/16 “Cosechando Agua, Sembrando Luz" Program. - 10.000 10.000 10.000

- Bridges construction program for the Department of Cochabamba. - 10.000 - -

BOL-30/17 Urban infrastructure program for employment generation in Bolivia. - 40.000 40.000 40.000

i) Loans under successive stages mode. *1 Loans in execution *2 Loans concluded

a) Amount of $38.173.554,00 for the investment stage, uncommitted




BRAZIL

LOANS APPROVED - BY FUNDING TYPE (I thousands of 5. dollar egeeteny

TOTAL
N° LOAN PRE-INVESTMENT APPROVED

BRAZIL = 408.912 408.912

BR-1/94 Works for paving the MS-141 Highway, Ivinhema-Navirai stretch, - 20.000 20.000 -
and MS-475 highway, MS-141- Guassulandia- BR-376 stretch.

BR-2/95 Program for preserving the natural environment and recovery of 1.143 1.143
degraded areas in the Diluvio basin.

BR-3/95 Expansion works in Hospital de Pronto Socorro, Porto Alegre. 2.600 2.600 -
BR-4/97 Construction of bridge over the Paraguay River in the BR-262 13.400 13.400

highway, between Miranda and Corumba.

BR-5/01 Paving of the MS 384/474 highway, stretch Antonio Joao - Bela

Vista - Caracol — Junction with route BR-267. 24.000 24.000 =
BR-6/02 Program for the recovery of degraded areas and preservation of 6.148 6.148
Soter stream.
BR-7/03 Implementation of the integrated program - northern access to the 27.500 27.500 -
city.
BR-8/04 Program for the development of basic infrastructure and urban 22.400 22.400
services in Florianopolis - Construction works.
BR-9/05 Works for improvement of road infrastructure in the Southern 28.000 28.000 -
border region.
BR-10/06 Implementation of the program "Environmental pillar and 11.800 11.800
structuring of environmental parks - Green Line.
BR-11/06 Implementation of the Program for the structuring of housing 10.000 10.000 -
settlements in the city of Curitiba.
BR-12/07 Implementation of the Program for the recovery of degraded 17.061 17.061
areas — Imbirussu Stream.
BR-13/07 Financing of project for the improvement and expansion of 14.750 14.750 -
road infrastructure in Chapeco.
BR-14/08 Project for urban, social and environmental development - 19.250 19.250
Municipality of Ipatinga
BR-15/08 Project for the improvement and expansion of urban infrastructure 8.910 8.910 E
in Cachoeirinha, Municipality of Cachoeirinha — Rio Grande do Sul,
Brazil.
BRA-16/14 Integrated Development Program - Corumba — PDI. 40.000 40.000 35373
BRA-17/17 Transport and urban mobility project - Criciima, State 17.250 17.250 =
of Santa Catarina, Brazil.
BRA-18/17 Environmental green line program in Eastern Joinville. 40.000 40.000
BRA-19/17 Urban development program, Municipality of Atibaia. 34.700 34.700 =
BRA-20/17 Project “Viva mejor” (Live better), Pelotas. 50.000 50.000
*1 Loans in execution *3 Canceled loans
*2 Loans concluded *4 In contract signature
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PARAGUAY =

(In thousands of U.S. dollar equivalent)
LOANS APPROVED - BY FUNDING TYPE 3edic 17
TOTAL
N° PRE-INVESTMENT APPROVED
PARAGUAY 76.475 475.099 551.574 64.414
PAR-2/79 Pre-investment program. 3.000 - 3.000 =
PAR-3/78 Road feasibility study in Paraguayan Chaco. 675 - 675 -
PAR-4/81 Program for settlement and livestock development in Northeast - 4.000 4.000 -
Paraguayan Chaco.
PAR-5/84 Rehabilitation and paving of Villarrica-Numi highway. - 8.400 8.400 -
PAR-6/84 7th Livestock Project. - 15.000 15.000 -
PAR-7/85 Empowerment of small farmers in the Department of Caaguazu. - 2.300 2.300 -
PAR-8/86 Paving of Highway detour Filadelfia and Mariscal Estigarribia. - 20.300 20.300 -
PAR-9/90 Access roads to the Port of Asuncion. 230 - 230
PAR-10/92 Feasibility study and final design. Paving of a section of Route 12 522 6.478 7.000 -
between Chaco-l and Fortin Gral. Bruguez.
PAR-11/93 Works for the supply of drinking water in border departments. - 3.800 3.800 -
PAR-12/93 Implementation of the overall loan program for the industrial sector. - 20.000 20.000 -
PAR-13/93 Paving works of the road section San Ignacio-Pilar, route IV (General - 34.580 34.580 -
Jose E. Diaz).
PAR-14/94 Pre-investment studies and paving works of route 9 (Transchaco, road 1.548 - 1.548 -

section Mariscal Estigarribia - Eugenio A. Garay).

PAR-15/94 Implementation of the overall loan program for small and - 10.000 10.000 -
medium-sized livestock sector producers.

PAR-16/01 Pre-investment studies and construction works - Multi-purpose port 500 8.500 9.000 -

terminal in the city of Pilar, Department of Neembucu.

PAR-17/02 Partial funding for the program to improve the integration corridors = 20.252 20.252 -
in Western Paraguay.

PAR-18/04 Overall loan program for the recovery and development of livestock = 10.000 10.000 =
production.
PAR-19/11 Project for the rehabilitation and paving of the road section Santa = 97.928 97.928 -

Rosa de Aguaray-Capitan Bado.

PAR-20/15 Road infrastructure program — Integration corridors in southwest 70.000 70.000 140.000 55.510
Paraguay Improvement of the road section Alberdi-Pilar; access to the
port of Pilar; and rehabilitation of the road section Remanso-Falcon.

PAR-21/15 Credit line to enhance the production and marketing of small- and = 15.000 15.000 8.904
medium-sized producers 'at national level.

PAR-22/16 Project for the paving of the road network in Paraguay. = 42.750 42.750 =
PAR-23/16 Project for the improvement of minor roads and bridges in eastern = 42.911 42.911 -
Paraguay.
PAR-24/17 Program for the rehabilitation and maintenance of paved highways by = 42.900 42.900 =
service levels - Vial 3.
i) Loans under successive stages mode *1 Loans in execution *3 Canceled loans
a) Importe de $38.452.427,00 for the investment stage, uncommitted *2 Loans concluded *4 In contract signature

b) Out of the $140.000.000,00 where committed $ 70.000.000,00
for the 1st stage. The balance will be used in the 2nd stage
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URUGUAY =

(In thousands of U.S. dollar equivalent)
LOANS APPROVED - BY FUNDING TYPE il
PRE- TOTAL
LOAN INVESTMENT APPROVED
URUGUAY 6.247 355.591 361.838
UR-2/82 Studies for highways 1, 4 and 14, and four bridges. 2.000 - 2.000
UR-3/84 Building of a research and control laboratory on foot-and-mouth 2.000 2.000
disease.

UR-4/89 Building of University center Malvin Norte and equipping of - 3.534 3.534

post-graduate research centers.

UR-5/92 Rehabilitation of four sections of Route 5 (access to the city of - 19.727 19.727
Tacuarembd), Route 8 (Access to the city of Treinta y Tres), and
Route 9 (Access to the city of Chuy).

UR-6/92 Technical Cooperation for the preparation of an impact study of 441 - 441
the regional integration process on freight transport.

UR-7/93 Study and final design - Sanitation plan for the country’s interior. 954 - 954

UR-8/93 Conversion plan for the Uruguayan Post. - 1.830 1.830

UR-9/94 Technical Cooperation and investment in physical infrastructure, 337 = 337

equipment, and training for the education sector.

UR-10/94 Dredging and signaling of Martin Garcia Channels, between = 25.000 25.000
kilometer 0 of the Uruguay River and the crossing of the Buenos
Aires Port Access Canal at kilometer 37 (Barra del Farallon).

UR-11/94 Execution of master plans for the ports of Colonia and Juan 233 - 233
Lacaze.

Execution of master plans for the ports of Nueva Palmira and Fray 283 - 283
Bentos.

UR-12/2003 Financial assistance aimed at partially covering local contributions = 30.000 30.000

for the execution of works and purchase of equipment for the
programs and/or projects financed by IDB, IBRD, and CAF.
UR-13/2012 Program for infrastructure rehabilitation and maintenance. - 112.000 112.000

URU-14/2014  Construction and enhancement of sanitation systems in Santa = 30.500 30.500 27.287
Lucia basin towns.

URU-15/2014  Project for the construction of an electrical transmission line - 40.000 40.000
Tacuarembg - Melo — 500 kv.

URU-16/2015  Program for road infrastructure rehabilitation and maintenance — 35.000 35.000 8.447
Stage Il.

URU-17/2015  Funding of the second program for the rehabilitation and - 30.500 30.500 9.701
maintenance of road infrastructure.

URU-18/2016  National road network support program (Uruguay). = 27.500 27.500
*1 Loans in execution *3 Canceled loans

*2 Loans concluded *4 In contract signature




Technical
Cooperation

CONTINGENT RECOVERY OPERATIONS

(In thousands of U.S. dollar equivalent) AS AT 31/12/2017

CODE DESCRIPTION STATUS = TOTAL APPROVED TO BE DISBURSED
OCT/RC-ARG-1/95 Additional studies. Feasibility Studies (Stage I) for the utilization *) 4373 -
of water resources in the Upper Bermejo River Basin and
Rio Grande de Tarija.
OCT/RC-BINACIONAL-ARG-01/2008 Contingent-Recovery Technical Cooperation - Execution of the Program (**) 603,2 80,0

for enhancing geographical connectivity between Argentina and
Paraguay. Nodes: Neembucu - Rio Bermejo, and Clorinda — Metropolitan
area of Asuncion

OCT/RC-BOL-1/91 Technical and Economic Feasibility Study - Program for electrification of (*) 102,0 -
the Modesto Omiste province, Department of Potosi.

OCT/RC-BOL-2/92 Updated feasibility Study and Final Design Enhancement of the stretch 1 203,7 -
Padcaya - La Mamora, Department of Tarija.

OCT/RC-BOL-3/92 Execution of the feasibility study (Stage 1) for the utilization of water (*) 481,5 -
resources in the Upper Bermejo River Basin and Rio Grande de Tarija.

OCT/RC-BOL-4/95 Studies for the elaboration of a national plan for the control and (*) 344,3 -
eradication of FMD in the Republic of Bolivia.

OCT/RC-PAR-1/91 Study and final engineering design of the San Ignacio-Pilar stretch. 2/ 355,0 -

OCT/RC-PAR-2/91 Review and updating of the study to final engineering design of the 3/ 54,0 -
Concepcion-Pozo Colorado stretch.

OCT/RC-PAR-3/92 Execution of Technical, economic and financial feasibility studies, and final (*) 545,4 -
design of the project “Access roads to the Port of Asuncion”.

OCT/RC-PAR-4/96 Execution of studies for the zoning of flood areas along the *) 254,1 -
Paraguay river.

OCT/RC-BINACIONAL-PAR-01/2008 Contingent-Recovery Technical Cooperation - Execution of the program (**) 603,2 53,5
for enhancing geographical connectivity between Argentina and

Paraguay. Nodes: Neembucu - Rio Bermejo, and Clorinda — Metropolitan

area of Asuncion.

OCT/RC-UR-1/91 Feasibility study for the railway branch to the Port of Nueva Palmira. (*) 84,0 -
OCT/RC-UR-2/92 Execution of the feasibility project for the eradication of bovine brucellosis *) 97,0 -
and tuberculosis, and implementation of a system for epidemiological

monitoring, prevention and assessment of the impact of chronic diseases

and subclinical compounds on Uruguayan livestock.

OCT/RC-UR-3/93 Execution of Social Investment Program (Stage 1) (*) 307,6 -

TOTAL 4.472,3 1334

(*) Completed /1" Disbursement for $201,9 refunded by the Beneficiary in July 2000.
(**) Under implementation

12 With the first disbursement of loan PAR-13/93, $319,999.14 (Reales) and
$34,992.01 (Guaranies) were recovered by the Technical Cooperation.

13 Disbursement for $53,160.34 refunded by the Beneficiary on 17 June 1998.




Technical
Cooperation

NON-REIMBURSABLE OPERATIONS

(In thousands of U.S. dollar equivalent) AS AT 31/12/2017

CODE DESCRIPTION STATUS = TOTAL APPROVED TO BE DISBURSED

OCT/N.R-CIH-1/91 Non-reimbursable Technical Cooperation - Paraguay-Parana Waterway
(Caceres Port - Nueva Palmira Port).

OCT/N.R.-CIH-2/95 Non-reimbursable Technical Cooperation - Study design on Development of
productive zones in port areas.

OCT/N.R.-CIH-3/98 Non-reimbursable Technical Cooperation - Study on information systems of 50,0
the Paraguay-Parana Waterway Program.
OCT-NR CIC-5/2003 Non-reimbursable Technical Cooperation - Assistance with financing of the (*) 155,0
framework program for the sustainable management of water resources of
the River Plate basin.

OCT-NR ATN/SF-9229-RG Installation or upgrading of video-conference infrastructure. 20,0
OCT-NR -PAR-7/2015 Strengthening of the capacities of Paraguay's Livestock Fund. 28,2
OCT-NR-ARG-11/2016 Development and launch of the Household Expenditure Survey. 66,4
OCT-NR -PAR-10/2016 Institutional and technical strengthening of the Livestock Fund. 97,0

OCT/NR-UCAR2016 Preparation of agricultural development projects. 300,0

OCT/NR-UCAR/SUL-1/2016 Support for sheep chain development in Paraguay. *) 52,8

OCT-NR -BOL-12/2016 Non-reimbursable Technical Cooperation - High-level meeting on Sustainable 9,0
transport in landlocked countries.
OCT/NR-BOL-14/2017 Non-reimbursable Technical Cooperation - Institutional strengthening of (&) 115,0 11,5

Social and Economic Policy Analysis Unit (UDAPE).

OCT/NR-REDSUR-13/2017 Cooperation agreement between REDSUR and FONPLATA. -

(*) Completed
(**) Under implementation




Technical
Cooperation

NON-REIMBURSABLE OPERATIONS - IIRSA

(In thousands of U.S. dollar equivalent) AS AT 31/12/2017

STATUS TOTAL APPROVED TO BE DISBURSED

CODE DESCRIPTION

OCT/NR-ATN-SF-9229-RG IADB and FONPLATA's participation in IIRSA - Support for implementation of
the strategy of dissemination and participation of the IIRSA initiative.

OCT/NR-IIRSA-04/2002 FONPLATA's participation in IIRSA initiative for the Integration of Regional
Infrastructure in South America.

OCT/NR-IIRSA-08/2015 FONPLATA's participation in IIRSA initiative for the Integration of Regional 200,0

Infrastructure in South America.

OCT/NR-IIRSA-09/2016 Financing of IIRSA activities.

OCT/NR-IIRSA-COSIPLAN-15/2017 Financing of activities of [IRSA’s initiative.

(*) Completed
(**) Under implementation
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(Free translation from the original repott issued in Spanish)
Independent auditar's repart
February 28, 2018

I'o the Assembly of Governors
Fondo Financiero para el Desarrollo de |z Cuenca del Platz (FONPLATA)
Santa Cruz de la Sierra

Dur opinicn

In our opinion, the francial semenss of Fondo Financiero pare el Desanolle de la Cuenca del Plata
(FONPLATA) present fairly, in all matenial respects, the financial position as al Deeember 31, 2017, and irs
financial performance, its comprehensive income, its net equity and its cash flows for the vear then ended i
aceordance with Inrernarional Financial Reporting Standards.

What we have auditad
The financial statements of Fondo Financiero para el Desarrolle de la Cuenca del Plara (FONPLATA) comprise:

*  The statement of linancial position as at December 31, 2017,

*  The income statement for the vear ended December 31, 2017.

*  The comprehensive income statement for the year ended December 31, 2017,

= The statement of cash flows for the year ended December 31, 2017,

#  The statement of changes in equiry for the vear ended December 31, 2017; and

*  The notes to the lfinaneial statements, which include a summary of significant acconnting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Avditing (15As). Our responsibilities
under those standards are further deseribed in the “Audizor's responsibilities for the audic of the financial
statements” seetinn of our repork.

We helieve that the audit evidence we have obtained is sufficient and appropriare 1o provide a hasis for our
npiniom.

Independence

We are independent of Fonda Uinanciero para el Desarrollo de s Coenca del Mata (FONPLATA) in accordance
with the International Ethics Standards Board for Accountants' Cede of Ethics for Professional Accountants
(1IESBA Code). We heve fulfilled our other ethical respansibilities in accordance with the IESBA Code,

PricowaterhouseCoopers 5.8 L, Santa Oz - Halota K Cmnio Dei Pigo 3. Equipetrol Norte Calle Dr. Viador
Pinto esguing calle I, T:(591-3) 3444310, F: (591-2) 3444512, unon puwecomyho
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Respensibilides of management and those charged with governance for the financial statements

Management is responsible for the preparation and fair presentanon of the financial stetements in accordance
with Internarional Financial Reparting Standards, and for such internal control as management determines is
necessary to engble the preparation of financial statements that are free from material misstatement, whether
due to fraud ar errer. In prepating the financial etarements, management is responsihle for assessing the ability
of Fundo Finaneiero para el Desarrollo de la Cuenca del Plata (FONPLATA) [o continue as 2 going concern,
dizclosing, as applicable, marters relzted o going concern and using the going concern basis of accounting
unless management either intends to liguidate FONPLATA or to cease operations, or has no realistic alternative
but to do so, Thuse chareed with governance are responsible for overseeing the Hnancial reporting process of
FOMPLATA.

Auditor’s responsibilities for the audit of the financial statements

Our phjectives are to obtain reascnable assurance about whether the financial starements as a whole zre free
from material misstatement, whether due to fraud or error, and w issuc an audite's repoct that includes our
opinion. Reascneble assurance s a hizh level of assurance, but iz nol & guarantes that an audit conducied in
aceordance with [S4s will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considersd material il individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users talien on the basis of these financial statements.

Ac part of an audir in accordance with [SAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

»  Identifv and assess the risks of material misstatenent of the financial staterents, whether due to fraud or error,
design and perform audic procedures responsive to those msks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinien. The risk of not detecting a marerial misstarement resulting from
fraud is higher than for one resulting from error, as frand mayinvolve collusion, fargery, intentional orissions,
misrepresentations, or the override of internal contral,

*  Obtain an undsrstanding of internal control relevans to the audit in arder to design audit procedures that arc
appropriate in the circumstanees, but not for the purpose of exoressing an opinion on the effectiveness of the
internal conerol of FONPLATA,

+  Ewvaluate the appropriateness of accounting policies used and the reasonahleness of acepunting estimates and
related disclosures made by management.

*  Conclude on the zppropriateness of management’s use of the sning concern hasis of accounting and, based on
the auditevidence nhrained, whether & material uncer lainty exists related bo events or conditions that mav casr
significant doubt on the ability of FONPLATA to continue as a going concern. If we conclude thar a material
uncertainty exists, we are required 1o draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to madify cur opinion, Our conclusions are based
on the audit evidencs abtained up to the date of our auditer's report. However, future events or conditions may
cause FOMPLATA to cedse to continue as a going concern.
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*  Hvaluate the overall presentation, structure and content of the finandal statements, including the disclosures,
and whether the financial statements represent the underlying transaetions and events in a manner that
achizves fair presencarion.

We communicare with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audir.
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< FONPLATA

(Free translation from the original issued in Spanish)
FOMNDOQ FINANCIERO PARA EL DESARROLLO DE LA CUEMCA DEL PLATA
STATEMENT OF FINANCIAL POSITION
fA amoarnts exgressed in U5, dolor thovsangs)

As of December 31,

2017 2015
ASSETS ) ittt
Cash and cash equivalents = Note 6.1 34,082 34,092 31,038 31,038
Investments
fvailable for sale - Nota 6.2 11,679 12,193
Held to maturity — Note 6.3 137,253 148,932 167,739 179,532
Loan portfalio - Mote 5.4 a57.087 539,517
Accrued interest
On investrments — Note &3 447 550
On loans - Note 6.4 5,740 6,187 4,007 4,557
Other assets
Froperty and equipment, net— Note 7.1 5,161 3,19
Miscaelameous — Note 7.2 143 5.30a IR0 3,571
Total assets 251,602 J5E B15
LIABILITIES AND NET EQUITY
Liabilities
Borrowinge = Nate 6.5 26,000 16,000
Otner labillities 912 204
apacial funds = Mole 5.6 8,222 g,610
Provisions — Note 7.3 693 35,327 577 25,597
Met equity
Cagltal —Mote 8.1
Authorized 3,014,200 3,014,200
Less callable portion (1,665,000) (1,6E5,000)
Paic-in capital 1,349,200 1,349,200
Paid-in capital pending integration [643,333) 705,567 {705,217) 643,283
General reserve — Note 8.3 89,740 74,979
Other reserves — Mote B.2 37 {5}
Retained earmings=Note 8.3 20,131 _ 14,761
Total net equity _ 815,775 733,018
Total liabilities and net equity _35:1:!-5“1 ?53_-_5_1_&

The zccompanying notes aca 2n integral part of theze financial statements,

neE arn Frag
EXECUTIVE PRESIDER

Azquelire Kaehnke Ferrufing”
E CHIEF ACCOUMNTAMT

@ i3 E. Merlani

ANCE AND ADMINISTRATION




7X FONPLATA

|Free translation from the original issued in Spanish)
FONDO FINANCIERO PARA EL DESARROLLO DE LA CUENCA OEL PLATA

INCOME STATEMENTS
(Al ameunts expressed in U5 dallar thay sgads)

Years ended on December 31,

2017 _ 2016
INCOME — Mote 9
Loan portfolio
Interest £1,407 15,554
Other logn income 3,645 3,382
75,052 18,936
Investments e e
Interest 2,246 1,318
Cnhear - i 44
2,363 1,362
Cther income ___®4 1320
Income fram finandal assets 27,504 20,478
EXPENSES
Interest expanse I = (- i3
Expenses from financial liabilities R 19
Income an net financial assets 16,788 20,455
Prowisicn for loan impairment s 1142} 105
Income after provision for loan Impalrments 26,930 20,354
Adiministrative expances — Nota 10 £,799 5,593
Total expenses E, 754 T EEGT
Net Income 20,131 14,761
COMPREHENSIVE INCOME STATEMENT
Net incoms 20,131 14,761
Chanpes in value of aveilazle for sale investmants 12 &)
Comprehensive Income 20,173 14,758

The accompany ng notes zre &n integral part of these financial statements.

PRLSIDENT

% " "'- f.. E" -{_F - .
l,.!fqu chire Koshnka Ferrufin E. rerlani
L CHIEF RCCOUNTANT MANASER FINATICE AND ADMINISTRATICN




7 FONPLATA

(Free translation from the original issued in Spanish)
FONDO FINANCIERO PARA EL DESARROLLO DE LA CUENCA DEL PLATA

STATEMENT OF CASH FLOWS

{alf smownts expressed n WS dolfer tfousands)

¥ears cnded as of December 31,

Cash Flaws from Lending and Operating Activities
Lending:
Cash received from loam grincipal amartizations
Cash received from interest and ather loan charges
Loan disbursements
Net flows from lending activities
Other operating Mows:
Payment of salaries, sdministrative expenses and supoliers
Collection of recelvables and misczllaneous accounts
Paymenis to suppliers and transfers to special funds
Payrell taxes and othar benefits pald
Net flows from other operoting activities
Aet cash flows used in lendlng and operoting activities

Cash Flows from Finandng Activities
Funding of on-lent activities:
Met proceecs from barrowings
Fepayment of barrowings and debt service
Net flows from funding of on-lent octivities
Collection of pald-in capital subscriptions
Net flows from financing octivities

Cash Flows fram Investing Activities
IMwest iiant income
[Purchate of investments)/Froceeds from sala
Payment af financial charges
Capital expanditures
Met flows fromffused in) investing activities

Net increase of cosh ond cosh equivalents during the year
Cash and cosh eguivalants at the beginning of the year

Cash omd cash equivaolents ot the end of the year

_ XWi¥ ime
52,399 35,434
24,104 17,006

(171,112) 1127,133)
(94,109) (74,693)
(E,962) 15,648}
237 (244)
{63) {555)
{2491) (43)
(101,188) (81,227)
10,000 15,000
(539} (77}
9,461 15,523
_ 62,584 100, 750
72,005 115,673
2,180 1,356
L4713 [22,350)
{114 {114
__[1,342] (918)
. agiey (22,096)
3,054 13,420
31,038 17,618
_ 34,002 31,038

The accompanying notes are an integral part of thesa financial statzments.
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7¥ FONPLATA

(Free translation from the original issued in Spanish)

MOTESTO THE FINAMNCIAL STATEMENTS
YEARS ENDED AS OF DECEMBER 21, 2017, AND 2016
{4l amounts expressed In U5, deilar thousonds)

NOTE 1 - BACKGROUND

The governments of Argentina, Bolivia, Brazil, Paraguay and Uruguay, inspired by a spirit of cooperaticn and
solidariry, persuaded that cooperarion would lead to harmenized and balanced regional growth, suhscrined the
River Plate Basin Treany, on April 23, 1969,

The River Plate Basin is a region characterized by its richness in natural resources, its vast rivers, the abundance
of mireral resources and its fertile seil,

The region has large areas with a great potential for agricultural and industrial activities and houses one of
the most important hydroelectric reserves in Latin America, such as ltaipd, Yacyretd and Salto Grande, as
well as an extended river and road transportation network.

The five countries maintain a very close relatianship amang themsebies sharing the same ecasystems, such as
the hydrographic and energy systems, and air, river and road transportation networks and other
cormmunication systems.

The Financial Fund for the Development af the River Plate Basin (FONPLATA cr the Fund), was created as a result
of the River Bzsin Treaty, through a Charter signed by the povernments of its Member Countries. The Charter became
effective on October 14, 197E.

FOMPLATA is an international legal entity of indefinite life, which is governed by the mvenants contained in its Charter
and an its Regulations. it i headquartered in the city of Santa Cruz de la Sierra, Plurinational State of Bolivia, and since
1949, it has an office in the city of Asuncion, Republic of Paraguay, as support for monitoring projects.

Per the terms of Article | of the Treaty, FONPLATA's chjective is the financing of stucies, projects, programs and civil works
aimad at fostering the harmonic development and physical integration of the River Plate Basin, using for such purposss
its own resaurces and those obtained from other sources of financing.

Amaong the main functions of FONPLATA, are the granting of loans and guarantees, obtaining external financing
guarantecd by its Member Countries; the financing of pre-investment studies with the purpose of identifying
imvestment opportunities or projacts of interest for the Basin; the financing and contracting of technical
assistance; and to undertake any other functions that are considered conducive to the attainment of its
ahjectives,

In 2011, as part of the implementation of a now institutional management model, the Assembly of Governors
created the position of Executive President and approved & new deegation and cistribution of governance and
administrative functions, delegating in the Executive President the legal representation, direction and
administration of the Fund. The first Exacutive President was appeinted and started his functions in September
20132,




Between September and December 2012, several measures were implemented that had the effect of
maodernizing and turning the Fund more dynamic. Among the most ralevant measures wers; the refarmulation
of the project cycle, making it moere agile and reducing transaction costs; the adoption of a new rasults basad
sudget framewark, improving the accountability, transparency and decisicn making process; the additian of
management by results and the beginning of a clese relationship with internztional multilzteral development
institutions.

In 2013, the Strategic Institutional Plan (PEI) 2013-2022 was approved. The PEI is a strategic planning tool
desigred to conduct, supervise and ensure accountability for the attainment of FONPLATA's expected rasylts, |0
August 2017, the Assambly of the Bozrd of Goaversars approved a revision of the PEl covering the peried 2018 -
2022 and reaffirmed the five strategic pillars identified in the 2013 PEI, structuring their implementation through
three ocverarching objectives and ten actiens designed to ensure the overall institutionz! relevance, agility,
effectiveness and efficiency. Additienally, In Movembar 2017, the Assembly of the Bozard of Governars approved
the Programs & Budgst Document covering the peried 2012 — 2020. This document integrates the triennial
business plan and the administrative and capital budgets based an the axpected results for the short and
medium-term, which are in line with the ten strategic actions identified in the PEl far 2018 — 2022,

Cancurrently with the approval of the FEI, in 2013, the governance process was strengthened through the
modification of FONPLATA's Charter and the first capital replenishment was also approwed, increasing
FOMPLATA'S capital from 2489,200 to $1,639,200.

Continuing with the implementation af measures to madernize and make more agile the cperations of the Furg,
znd te galvanize the new institutional management model, between 2013 and 2014, new financial instruments
and policies were approved. Thess chznges previded the foundation ter the naw rolz that FONPLATA is trying
the consolidate as 2 regionz| development finzncial institution and assistad FONPLATA to successfully cbtain an
imvestment grade rating from two internationally recognized credit rating agencies in September 2016,

On January 28, 2016, as s demonstration of their support to FOMPLATA's administration during the period 2012
~ 2015, and their commilment Lo increase the Fund's lending capacity to respond to the increasing demands for
finanring of its member countries, the 14" Assembly of the Board of Governors approved @ new capital
replenishment. This new increase became effective at the beginning of 2017 with the subscription and
cornmitment of 100% of the callable capital inthe amount of $825,000, Rayment of the paid-in partion $550,000,
would be affectad in seven annual instal'mants beginning in 2018,

The 2017 financial statements were reviewed by the Audit Commilles of the Board of Executive Directors, and
the Board of Fxecutive Directors issued its recommendgation for the Board of Governars of FOMPLATA to approve
them.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES

Belaw is a summary of the main accounting pelicies usadin the preparation of these financial staterments. Excent
when expressly noted, these accounting policies have been cansistently applied during the years presented.

2.1 Basis for presentation

(1] Compliance with International Financial Reporting Standards

The linancial slatements are presentad in sccordance wilh International Financial Reporting Standards (IFRS) and
interpretations issued by the IFRS Interpretation Committee (1C), zpplicable o entities that report under IFRS and
cornply with the standards issued by the Internatianal Accounting Standards Board [1ASB)




The Fund presents its statement of financial position classifying assets and liabilities in accordance to their
expected liquidity. Assets and liabilities are shown based on their expected recovery or repayment within the
period of 12 months following the date of the financial statements [current), and meore than 12 months fellowing
the date of the financial statements [non-current), as per Note 11,

(ii} Historical cost

The financial stalements have been prepared based on histerical cast, except for the fallowing components:
= Financial assets available for sale,

= Zome investrnents velued at the lower of amartized cast ar market value, in those cases where there are
indicaters of impairment.

{iii] New standards and modifications adopted by FONPLATA

FONPLATA has applied the following standards era madifications for the first time during the fiscal year beginning
January 1, 2017

Standard Nature of Change Impack | Mandatory adoption data
Modifications Lo 1A% 12 These madifications Thiz standard does ot This standard is effective
Income Tazes provide clarifications on have any impact in the fur reporting perings

how Lo gecount for the Fund's financial heginning on or after 1
recognition of deferred tax | statements since itis Januars 2017,
asaets rglated to exempt fram income

unrealized Ipsses on debt faxcs.
instruments measured at

fair value.
Maodifications to 1AS 7 — These modifications of IAS | FONPLATA has not This standard is effective
Statement of cash flows T intreduce additional identified significant far resorting periods
disclasures mtended 1o imgacts to its financial beginning on ar afler 1
allow users avaluate statements resulting from | January 2017,
changes in liahilities the adoption of these
related Lo financing madifications.

activities. The additional
disclosures includa
changss in “cash flows”,
such as cesh withdrawals
and repayment of loans as
well as "ron-cash flow™
changes, such as
urrealized exchange
differences.

(iv] New standards and interpretations not yet adopted

| Standard Nature of Changs _Impact Mandatory adaption date
IFRS @ = Finzncla IFR5 9 establizhes the With regards to the This amandment
Instruments classification, changes approved by the completes the [A5Rs
reasurerment and . IASE R July 2014, financial instrumeants




Standard

MNature of Change

Impact

Mandatory adoption date

disposition of financizl
assats and liabilities, and
introduces new rules for
the accounting of hedges.

In luty 2014, the 1A5E
eamaletad its financial
instruments project with
theistuance of IFR5 49, as 2
complete standard
including the requirements
previously issued and the
additional amerdments to
introduce a new expected
lezss smpairment model and
limited changes ta the
classification and
measurameant
requirgmanis far financial
assets.

FOMNPLATA does not
anticipate major impgact
resulting frermn the new
rules on the classification,
reasurement and disposal
of financizl assets and
liakifities.

FOMPLATA has not
performed a detailed
evaluation of its financial
#ssets classified as
available for sale, which
apparently would comply
with the conditions to be
classified as financial
imstrumernts to be carried
at Fair value, with chanpes
refiected as other
comprehensive income,
pased on the current
business model used for
these fingncial assets,
Acoordingly, it does not
anticipate a change in their
accounting.

The new standard also
establishes changes in the
dccounting for hedges,
which dio not affact
FOMPLATA sirce it does
not maintain such type of
fingncial instruments,

Starting lanuary 1, 2015,
FONPLATA adopted the
riew miodel for estimating
expected impairmeont
Inssms or its soveroign loan
partfolio,

project and this Standard
is effective far reporting
periods beginning on or
after 1 Jaruary 2018 with
parly adaption permitted

i IFES 15 --R;.renue from
contracts with customers

The lASE ssued & new
standard for the
recognition of revenues,
This standard replaces |AB
L& covering goods and
services cortracts and 1A%
11, covering corstruction
rontracts

The new standard is based

FONFLATA has raviewed
the accounting for its loan
cantracts, borrowings,
acquisition and
mainienance of fixed
assets with the purpose of
ensuring comaliance with
the arcnunting standard
estzblishad by IFRS 15 and
determinzd that its

Adoption of this standard
is mandatory for all fiscal
years beginning on or after
January 1, 2018,




Standard

| on the principle that

Nature of Change

Impact

Mandatory adoption date

revenue should be
recagnized when contraol
over the poods or services
has been effectively
transferred to the client
The cancept of control
replaces the concept of
risks and Denefits,

This standard aflowes for a
retroactive adjustment al
the time of IT5 adoption.
Under this rmadality,
ertitics could recognize &
cumulative adjustment
st*ecting retained eaming:
without restating prior
pErings, at the time of
sdopting The new
standard. The new rules
should be applicd on all
outstanding conlracls at
the time of inltal
adoption.

IFRS 16 - Lazeing

For lessors, aliminates the
cistinchion between
"financial leases,” that are
recorded in the financial
statement of financizl
position, ang “operating
leases” far which tha
recognition of future
payments is not required,
In its replacameant, it
extshlishes a single model,
similar to ore currenthy

| used for financial leases.

adogtion does not give rise
tochanges inthe
valuation, recording,
presentation and
disciasure in the financial
statements for the year
ended Decamber 31, 2017,
when compared to 2006

Adoptian of This standard
is not expected to affect
the recagmition of loan
inceme or interest
expenses incurred in the
financing of lcan
dizhursaments or the
recognition of expenses
related o the financing of
SErvire cnntracts, as well
25 Lhe recognition uf the
purchase af FOMPLATAS
headguarters,

The Fund has setermined
that these changes do not
purpart a significant
impact on its financial
staternents since
FOMPLATA does not
finance capital leases as
part of its lending
activities, nor it utilizes this
madality in connaction
with leasing its liaison
offices. Ligison offices are
rented through operating
leases which are annually
renewes. No chenges are
Toreseen with regard to
utilizing this modality for
leading Laison officesin
e medium tarm,

Tkas revised standard
applies ta financial
statements beginming on
ar after January 1, 2019,

Nodifications to IFRS 2 —
Share-based payment

This madification clarifies
howe ta account far
tramsactions involving
share-based payments,

This medification doas not
hawe any impact in
FOMPLATA's financial
statements, since it does
not make payments in
Shares,

This standard applies to
firancial statements
peginming on or aftar
January 1, 2018,

rodifications to 145 40—
Investment Broperty

These madificatinns clarify

that for the wransfer of an

Ihis madificat an does not

have any impact in

Thit standard appliss 1o
finencial statemants




Standard

Nature of Change

IFRIC 22 - Forelign Currancy
Transactions and Advance
Consideration

asset to qualify as
inwestment property, such
transfer must invalve a
change in the use of tha
azse1, which should be
properly supparted by

avidence,

This standard refers to
foreign currency
tranzactions ar part of
transaclions denominated
In farelgn currency. This
interpretatian provides
guidanca when thera is
either one or multplo
payments to settla tha
transaction. This
interpretation is intendad
to reduce the current
variety of accounting
treatments used.

Impact
FONPLATA's financial
statements, since it doas
not have investment
Broperty.

FONFLATA does not
anticipale any impaclk on
its financial statements
resulting frarm this
Interpretation since It does
not maintain significant
positions in foraign
CUrrencies.

Mandatory adoption date

beginning on or after
Jaruary 1, 2018,

Thiis standard applies to
financal statermenls
beginning en or after
laruary 1, 2018,

IFRIC 23 — Uncertzinty
ovar Income Tax
Traztments

This interpretation
provides guidance on the
measurement =nd
recognition of “Incame
Taxes” under IFRS 12,
when there is uncertainty
about the treatmeant of
income 13zes.

2.2 Segments’ disclosure

Based on an analysis of its oparations, FONPLATA has determined that it only has a single cperating segment,

This standzra does not
kawve any impactin the
Fund’s financial
ctatements since it is
exempt from income
taxes,

consisting on the financing of the development needs of its member countries,

FOCNPLATA cantinuously evaluates irs performance and financial poasitian as the basis far making decisions it

considers appropriate for the attainment of its strategic objectives.

2.3 Foreign currency translation

(i) Functicnal and reporting currency

Account balences presentad in the financial statements, as well as the underlying transactions that confarm them,
are measured using the United States dollar, whichis the primary currency of the economic enviranmeant ir which
operates (“functional currency”).

This stan |:|H-rd Wids
published inm Jurme 2017 and
will become effective for
reporting wears beginning
on or after lanuary 1,
2014.




(ii} Account balances and transactions

Foreign currency transactions are converted to the functional currency using the exchange rate prevailing at the
date of each transaction. Exchange gains or lesses on foreign currency transactions result frem peyments realized
in currencies other than the United States dollar, related to administrative expenses incurred either at
FONPLATA's headquarters or at its office in Asuncion, Paraguay. Exchange gains and |osses associated to
goministrative expanses are presented on a net basis as part of administrative expenses, in the income stztement,

Financial assets, such as investments and loans are denominated in United States dollars, and FOMPLATA does not
have financial liahilities in other currency. Consequently, there are no 2xchange differences related to financizl
assets and liabilities.

Geods and servicas dencminated in currencies other than the functional currency carried at their fair value, are
translated inta the functional currency at the rates of exchange prevailing on the date on which their fair value is
determined. Exchange differences an assets and liabilities measured at fair value a-e reported together with gains
and losses an fair value,

2.4 Revenue recognition

Interest revenues on loans and interest revenues on investments held to maturity are calculated based on the
effective interest rate method. Other lozn revenues consisting of administrative commissions and commitment
fees, are calculzted in accerdance with IFRS 15.

FOMNPLATA recognizes ravenuas when their amount can be reliably measurad and when it is likely that the
resulting eennomic benefits would he received. FONPLATA hased it< estimates on historical results, corsidering
both, the type of transaction or borrower and the relevant terms of the corresponding signed contracts.

2.5 Leases

Leasing arrargements where Lhe risk and rewards of ownership are not retained by the lessee are classified as
operating leases. Payments made on operating leases are reparted as expenses during the period of the l2ase
using the straight-line method. FONPLATA does not have financial lzases.

2.b Cash and cash equivalents

For presentation purpases in the statement of cash flaws, cash 2rd Its equivalznts include both cash at hand and
highly liguid bank deposits and investments, with an original maturity of three months or less, that can be
converled into determinable amounts, and which are not subject to significant risks affecting their value.

2.7 Loan portfolio

lean portfalic is initially recarded at its fair value and subsequently measured at Its amortized cost using the

effective interest rate method, nel of the provision Far loan impairment. For additional information an the lcan
porifolio acocounting see Mote 5.4,

11




2.8 Investments and other financial assets
(i) Classification
FONPLATA classifies its financial assets in the follewing categories:

= Finantial assets at fair value with changes in Income.
@ Loans.

o Investrmznts classified as held Lo malurily, and

= Financial assets available for sale,

Classification of financial essets depends on the purpose at the time of their acquisition, FOMPLATA determines
the classification of its investments at the time of their purchase and recognition. Investrents designated as held
to maturity are reassessed annually to validate the regsonablenass of their classification. Note & shows maore
detailed information an each type of financial asset.

(i} Reclassification

Financial assets other than loans could be reclassitied under a different categary of “trading securities " However,
these changes, if any, should be mads oaly under special circurnstances and be the result of an unusual event.
Additionally, FONPLATA could choose reclassifying financial assets ather than laans, outside of the category of
“traching securities” or “avzilable for szle”, it has both the ability and the intent to hold thase assets in the future
or until their maturity, within the categery into which they were reclassifiad,

Reclassifications are made st the fair value at the tme of reclassification. The fair valus is converted into cost or
amartized cost, when applicable. Subsequent reversal of gains and losses an fair value changes accounted for
prior to the time of reclassification are not permitted. The effective interest rates of financial assets reclassified
under the categony of "securities held to maturity” are determined an the date of reclassification. Adjustments to
the effective interest rate because of additional increzses to cash llows are made prospectively.

(i} Recognition and disposal
MNarmal purchases and sales of financial assets are recognized on the date in which they zre transacted, which is

the date in which the Fund commits to their purchase or sale. Financial assets are disposed-off upon expiration of
the rights ta receive a llow of funds or upon transferring their risk of ownershig.

When investments classified as “available for sale” are sold, the cumulative fair value adjustments accounted for
under “other camprehensive income” is reclassified in the income statement as "gains or losses on investments.”

{iv) Measurement

At the kegirning of a transaction, FONFLATA measures financial assets al Lhe'r [air value plus those transaction
costs directly attributable to their acquisition.

_oans and investments held to maturity are subseguently valued at their amortized cost using the effective
interest rate method.

“fvailzble for sale” financial assets are subsequently valued ar their fair value, Gains and |osses resuiting from
changes in fair value are recognized in other comprehensive income.
12
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Interest resulting frorm "available for sale”, "held to maturity” financial assets and loans, caleulated based an the
effective interest rate method, is recognized in the imcome statement as part of operating income.

MNote 6.7 includes a detail pertaining the determination of fair value of fingncial instruments.
[v) Impairment

At the end of ezch fiscal year, FOMPLATA assesses the likelihood of potential impairment affecting either a
financial asset or a group of financial asset. The potential impairment on loans is determined based on the cradit
risk classification of borrowing countries, fallowing 3 methodology adopted by mast multilateral development
oanks. Mote 6.4 has a detailed explanation of this methodaology as well 25 the determination of the provision for
loan impairment.

For investmerts, FONPLATA recognizes the impairmeant only when there s abjective evidence because of the
cccurrence of one ar more evants after initial recognition of the investment (loss event) and such event ar events,
affects future cash flows and those cash flows can be determined reliably.

a. FHnancial gssets carried gt amortized cost: The provision for potential losses on sovereign loans is s2t at a level
FOMPLATA considers adeguate 1o absarb potential losses related 1o the loan partfolio at the date of the
financial statements, The amount of the impairmeant loss is measured a5 the difference betwesn the carrying
amount and the value determined in accordance with the individual credit risk rating for long term debt of
each borrowing member country. The individual credit risk rating for each country is delermined as e lowes!
credit risk rating at the cate of the financial statements issued by three internationzlly reccgnized credit rating
apencies. These ratings include a prokability of default. In recognition of FOMPLATA's praeferred craditor
status, 2nd considering the privileges and iImmunities granted by 52 member countrics, which are stated in
its Charter, as well as 'n ather specific agreements signed with each member country, the credit risk rating
used reflects a lower probability of default — generally equivalent to three levels below its credit rating,
Whenever practicable, FONPLATA could measure the impairment based on the fair value, using observablz
market prices.

The provision for potential loan losses is shown as a deduction of the amount of the loan portfalio.

Should there be a reduction in the amount of potential 1oan losses in a subseguent peried, snd such reduction
is objectively related to an evant occurring 2ftar reccgnition of the impairment (such 25 an improvement in
the credit risk rating of the borrower), the raversal of the impairment losses previously recognized could be
included in the income statement.

b.  FEinancial ossets classified as ovailabis far saie: Should there be objective evidence of impairment of "assets
available for sale,” cumulative losses measurcd as the difference between their acquisition cost and their fair
value, less any impairment |oss, are reclassified from net equity and recognized as operating income.

If the fairvaluz of debt instruments classified as “available for sale” subsequenthy increases, and such increase
can be objectively related to an event ocourming after the recognition of the impairment loss in the income
statement, then the impairment loss is reversed affecting the income statemeant.




[vi) Revenue recognition

nterest revenues are recognized based on the effective interest rate melhod, Should there Be oansin non-acerual

status, they are considersg impaired loans. & loan is impaired when the analysic of available infarmation and
eurrant cvents are indicative, 1o a certain degree of probability, that FOMPLATA could not recover the full amount
of principal and interest accrued, based on the agreed upon laan covenants. When a loan is impaired, FONPLATA
reduces the carrying amount of such loan to is net reslizable value, based on the discounted cash flows using the
loan's original effective interest rate, and reverts the discounted amount against loan revenues. Interest revenues
an impaired loans are recognized using the criginal eftective interest rate.

2.9 Property and equipmant

Property 2nd equipment ars carried at their historics| cost less depreciation, The historical cost includes all directly
related acquisition expenses.

Subsequent casts are either included as part of the carrying amount of property and equipment or recognized as
a separate assef, anly when it is probzble that there are future economic benelits to be derived from that asset
and iLs cost can be reliably determined. The carrying amount of each campanent recognized as 3 separate asset
is written-off at the time of its disposal or replacement. Repairs and maintenance expenses are included in the
inccme statement during the period in which they are incurred.

Increases ta the carrying amount or property resulting from revaluations are included in other comprehensive
incame and reflected as part of the accumulated balance of revaluation reservas within net equity. Subsequent
increases to the carrying ameount due to revaluations should be recognized affecting income to the extent that
revaluation increases hacd bean previously reverted affecting the income statement. Any decreases reverting
revaluation increases of the same assets are initially recognized In other comprehensive income to the extent
there are revaluation surpluses attributable to those assets. All other decreases are reflected in the income
statement. bach year, the difference between the depreciation calculated on revalued assets and the depraciaticn
calculated onthe histarical amount is reclassified from the revaluation reserve into retained earnings.

Note 7.1 shows the depreciation methods and useful lives used by FONPLATA. Assets’ residual values and useful
lives are reassessed and adjusted as eppropriate at year end. In those instances, where the carrying amount of
assels exceeds their recoverable value, carrying amounts are adjusted to their recoverable value.

Gains and losses on the sale of fixed assets are determined by comparing the carrying amount with the szle price
and accounted for in the income statement. In case of sale of revalued assels, it is the Fund's policy to transfer
the ameunts carried in revaluation reserves into retained earnings.

Assets in transit include the cost of capitsl projects such zs computerized applications in process of
implementation, as well as furniture and equipment acquired at cost and risk of FONPLATA that have not been
received at financial siatements closing date. The total amount invested is capitalized and starts being amortized
vpon completion when the asset [s ready to be put in service.

14




2.10 Borrowings

Borrowings are initially recognized at their fair value, net of related transaction costs. Subsequently, korrowings
are valued at their amortized cost. Any diffarence between the value initially recognized for the liability and the
amount effectively paid, is reflected in the statement of income based on the effective interest rate method.

2.11 Other lizbilities and commitments

These emounts represent outstanding liabilities for gouds and services received by the Fund prior to the date of
the financial statements. Other liabilities do not include guarantess and are usually paid within 30 days of their
initial recognition. These liabilities are Initially recogrized at their fair value and subsecuently measured at
amortized cost based on the effective interest rate method.

2.12 special funds

These amounts represent lizbilities equaling to the amount of investments administered on behalf of special
funds, These liabilities do nat represent guarantees and are usually paid based upon request far funds from the
spacial Funds. These liabilities are initially recognized at their fair valuz and subsequently maasured at amartized
cost using the effective intarest rate methad.

2.13 Dther benefits to employees

This benefit consists of a severance payment 2t the time of termination of the employment contract, equivalant
ta a month of salary for each year of service, based on the last salary paid to each employee. Per existing
regulations, this benefit is vested upon three maonths of emplovment. The present value of future payments s
estimated to approximate the amount of the accrued liability as of the date of the financial statements.

2.14 Paid-in capital

Paid-in capital consists of the amount of capital subscriptions actually paid-in to FONPLATA by its member
countries.

MNOTE 3 - SIGNIFICANT ESTIMATES AND JUDGEMENTS

The firancial statements are prepared in accordance with International Financial Information Standards, which
require the Executive Presidznt of the Fund to make assumptions and estimates affecting the amounts shown for
assets and liabilities, as well as revenues znd expenses during the fiscal year, The astimates and judgements are
continuausly assessed and are based on legal requirements and other prevailing factors, including the expectation
of future avents considered reasonable within the current circumstances.

This note provides a general overview of the areas that entail 3 greater degree of maragement judgment or
inherent complexity to each estimate, and the items that are more likely to be materially adjusted due to the fact
that actual results could differ from those estimates. Detailed information pertaining each estimate and
judgement made are incluced in Metes & and 7, together with the information regarding the hasis used for
computing 2ach itam affecting the finz~cial statemzants.

The most relevant estimates affecting the preparztion of FONPLATA's financial staternents relate to:

= |mpairment of investments carrizd at amortized cost -~ Nota 6.3,
= |mpairment of the loan portfolio = Mota 6.4,




MNOTA 4 - FINANCIAL RISK MANAGEMENT

This note explains FONPLATA's financial risk exposures and haw could they potentially affect the Fund’s future

financial perfermance.

Risk

Markst risk - Exchange risk

Source of cxposuie

Measurement

Risk Management

Risk that Timancial assets
and lighiliti=s are
cenomindled in currencies
other than the LS. dallar
(functional currency)

Cash flow budget.

All lean and investment
transacticns, as well as the
mest relevant liabilities
shawn in the financial
statements have been
ransacted in LS. dollars.

Markel risk — Interest rate
risk

Markeal risk

Fisk of experiencing
fluctuations in lending and
barrowing rates appiicable
to FOMPLATA'S loans, and
cebt.

Sensitivity analysis

FOMPLATA has established
peliciss for the
determination of interest
rates, allowing it to mitigate
the patental afects ef
interest rate fluctuations.

FOMPLATA doos not have
invastments in eguity
instruments that might ba
axpased to price risk.

Mil.

Credit risk

Cash and it= equivalents,
available for sale
Imvestments, InvesTments
Feld 1o maturity.

= Aging analysis
- Credil risk analysis,

Liguidity risk

Other liabilitles 2nd
ohligations with special
funds

FOMNPLATA doss not have
investment in egquily
instrumsnts that might he

| exposed o market risk.

Civersification of bank
deposits and applicable
limits on loans.

Policies and gurdelines on
availzble for sale and held

| to maturity investments.

Awailability of funds
reguires to meet
abligations ard
commitments.

FONPLATA manages its risks exposures in accordance with its enterprise-wide risk managament policy. This
policy encompasses the management of market and interest rate risks, operational and strategic risks. The focus
of FONPLATA's enterprise-wide risk management is to ensure risks will remain within established limits. Those
limits are formally established in the institution's financial policies and reflect ils capacily Lo assume risks as
defined hy its governance bodies. Within the scope of its enterprise-wide risk management policy, risk
management is oriented to avoid those risks that may exceed FONPLATA's tolerable risk level, and to mitigate
all financial, operaticnal and stratepic risks in accardance to the limits established for each risk related to s

aperations.
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In line with international best practices for risk management, FONPLATA adopted the risk classification and
definiticns issued by the Office of the Comptroller of the Currency of the United States (*0CC) and Basle II.

4.1 Currency risk

All financizl assets and approximately 99% of liabilities are denaminated in US. dollars, which constitutcs
FONPLATA's functional currency. Consequently, FONPLATA's financial statements are not exposed to significant
levels af risk resulting from potential changes in exchange rates,

4.2 Interest rate risk

FONPLATA's lending intarest rate consists of a fived and a variable margin (6 months Livor). In accordance with
its incame management and financial charges policy, FOMPLATA's fixed margin is reassessed annually for all new
loans with the objective of reaching a balance between the accumulation of long-term capital to guarantee the
Fund’s sustainability as well as to provice faverable financial conditians to its member cauntries. FONPLATA
applies a netincome management model as a tecl to manage income inaccordance to its medium and long-term
planning chjectives. The model allows, through mansging various parameters and variables, o ensure that
financial charges applied would be stable and sufficient to satisty all expected goals established in FONPLATA's
financial policies, making in a timely basis all required adjustments ta the fixed margin to respond to sigrificant
changes in the assumptions and estimates used. This exposura is periodically measurad and evaluated, to ensure
the rmanagernent of the interast rate risk,

In compliance with its income management and financial charges palicy, FONPLATA annualby establishes a fixad
margin applicable to new laans to be granted in the upcoming vaar (Oparating Lending Rate or “TORY). In 2017,
FONFLATA maintained the same TOR approved for 2016.

The Executive President was authorized to set lending rates applicable to loan maturities for pericds shorter
than 15 years, approving cperating lending rates as an incentive for member countries te borrow at shorter
terms.

FONPLATA's interest rate risk is limited to the risk associated to the variable component of its lending rate,
which is based on the & - month Libor, FONPLATA performs sansitivity analysis to determine the variance in
income or in net equity assaciated to changes in the & - month Libor rate.

Based on ils 2018 Administrative and Capital Investment Budget approved by the Assembly of Governors,
calculation of tha sensitivity analysis was performed using 2 & - month Libor rate of 141.2 bps with a positive
and regative variztion of 53 bps. Accordingly, the analysic yie'ds 2 maximum and a minimum & months Libor
rate of 194.3 bos and of B2.3 bps, respectively. Should the estimated 53 bps variation materialize, future net
income could be increzsed or reduced by 52,407, respectively.
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INTEREST RATE SENSITIVITY ANALYSIS
EHANGES I THE B MONTHS LIEOR RATE
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104%
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4.3 Markeat rizk

Market risk, is the risk of losses in the value of financial assets and liabilities as a result of changes in market
cenditions. FONPLATA managss market risks affacting mainly its investment and lcan portfolios through various
measures Lo ensure risk exposures would remain within established policy limits.

4.4 Credit risk

Credit risk, is the risk resulting from non-compliance with contract terme by the barrowsr, Financial policies
establish individual limits of credit by member country, with the ohjective of reducing excessive risk exposuras and
to camply with an equitable distribution of the lending capacity. The capital adequaey coefficient relating the
amaunt of loans with the amaunt of net equity ensures a reasonable coverage zpainst exposure to cradit rizk, both
for the lending partfolio as a whole and at the level of each borrowing member country,

Currently, FCMPLATA only grants loans with sovereign guarantze and has lending guidelines estzblishing the actions
to be taken in connection with overdue loan balancas and non-comgpliance, which form an integral part of loan
covenants included in all loan contracts,

The credit risk assaciated to the investment of liguid sssets s based on internal guidelines governing the investment
of liguid assets, which establish the prudential investrment limits by sach asset class, sactor and lscuers, to
guarantze an adeguate diversification and mix ol investment spurces and maturities. At yaar end, the average
credit risk rating of the investment partfolio was A8-, as requirad by the investment pelicy. Compliance with current
po'icy limitsis validated by having attained an average return on investments that exceeds tha original assumptions
that served the basis of the determination of the expected level of net income for 2017 and 2016, respectively, as
part of the annual financial orogramming and budgeting reguired by the policy on net incame managament and
financial charges

4.5 Liguidity risk

Liquidity risk, is the risk originated in the inability of the institution to meet its ohligations without incurring in
unacceptable losses. The institution has a minimum required level of liquidity which s defined by its liquidity
pulicy as the level required to comply meet all obligations, payments and disbursements far 3 12-month period.
As of December 31, 2017, and 2016, the Fund did not have commitments and obligations that wauld carry liguidity
risk either in the shart or madiom term. As of Decembear 31, 2017, liabilities amount to 35,827 (2016 - 525,597),
and liguid assels, including cash, amount to 183,024 approximately (2016 - $210,970]. Liquid assets coverage of
gross estimated disbursemeants was eguivalent to 1.1 years as of December 31, 2017 and 2015,
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NOTE 5 - MANAGEMENT OF OTHER NOMN-FINANCIAL RISKS
5.1 Operational risk

Operational risk is dzfined as the risk of an economic er financial loss resulting from a failure in internal orocesses
or systems, cue to either commission ar emission. FONPLATA has in place, an organized snd updsted set of
policies, procedures and practices for the administration of its aperations that prevent and prepare it for inherant
ricks associated to its day-to-day operations. FONFLATA has an effective governance and systerm of internal
cantrols, as well a3 ethical and reputational standards, with clear norms to ensure compliance with applicakle
liduciary, environmental, and legal matters required oy its palicias a5 well 25 thase required by its member
cauntries.

5.2 Management of strategic risks

Strategic risk = |s the risk derived from the adverse ar incorrect application of decisions or the absence of
responses to changes affecting development financial instituticrs’ sectar. FONPLATA has a Strategic Institutional
Flan ("PEl") approved by itz Bozrd of Gavernors, which establishes the strategic abjectives to be attained, as well
as the indicators required to measure progress over time. Annually, the Board of Governors approve the Budget
far the upcoming year, which conlains & surmmary of all achievernents attained in the pravious fiscal yezr, as well
as the objectives and results to be attained in the next fiscal year. FONPLATA's budget summarizes the work plan
and contains results-based indicators and their related costs, which are all based on the PEVs results matrix. This
ensures an adequate alignment between the long-term strategic chjectives and results to be attzined in the short
run to move towards the atlainment of those strategic objectives.

The financial statzaments show the compatibility and consistency between results and the strategic objectives
established in instituticnal mission and wision in terms of the attainment of annual goals far the approval of
aperations and their related costs,

Non-complionce risk = |5 the risk derived from violations of laws, norms, regulations, preseribed practices, and
ethics policies or norms. Mon-compliance risk could negatively affect the institution’s reputation. FONPLATA is a
salf-regulated supra-national international institution that is governed by its Charter, policies and regulations.
FCNPLATA has an Administrative Tribunzal, an Audit Committee of the Board of Executive Directors, 2 Legal
Counsel, a Compliance Officer, and an Internal Auditor, who oversee compliance with those matters that could
otherwise trigger non-compliance risks.

Reputational risk — |s the risk derived from a negative public opinion. This risk affects the capacity of an
organization to establish new relationships or to maintain existing anes, directly affecting current and future
revenues, This risk could expese the entity to litigatien or to a financial lass or jeapardize its competitiveness.
Through its Communications Area, the institution periodically manitars this risk, and the Operations Department
specifically follows-up on each current financed project under implementation. To date, no svidence exists of this
risk to the Fund.

NOTE 6 - FINANCIAL ASSETS AND LIABILITIES
This note provides information about FONPLATA's financial instruments, including:
» A general averview of all financial instruments held by the institution

¢ Specific information about each type of financizl instrurment
= Accounting pelicies
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s Infermation on the determination of fair values of financial instruments, including the professional judgment

used, and the uncertainties affecting those estimates

The institution maintains the following financial assets:

Financial
assets at fair Financiz|
value with assess et
changes in OC1  armertized cost Tatal
hate 2 5 s
2017
Cash and cash equivalents 6.1 - 34,082 24,002
Investments available for sale 6.2 11,670 11,679
Investments held to maturity  (including 63
interest ana other charges) - 137,700 137,700
Loan portfollz (including interest and other 6.4
chargas) E= 862,827 B5d. 827
Tolal 11,675 A34,019 Ed6 298
2015
Cash and cash equivalents i1 - 1,038 31,038
Investments avallable for sals 5.2 12,193 - 12,133
Investments  held to maturty (ncluding 6.3
fiterest and other charges) - 168 280 168,289
Loarn porticlio (including intergst and other 6.4
charges) - 543 5ia 543,524
Total 12,193 742 851 755,044
The institution maintains the following finzacial liabilfties:
Financial
liabilities at
arnortized cost Tatal
Nota 5 [3
2017
Other liakilities 212 812
Eorrowings 6.5 26,000 26,000
Special funds BB B.232 8222
Tatal 35132 35,134
2018
Other liabilities 2014 204
Barrowings 6.5 16,000 16,001
apecial funds .6 g 816 2,216
Totzl 25,020 25020
—_—————— I

The axposure of the institution to the various risks related to financial instruments is disclosed in Note 4, The
maximum exposure Lo credit risk at year end corresponds to the balances shows for 2ach of the above mantionad

financial assets
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6.1 Cash and cash equivalents

Cash at banks and deposits with original maturities of up to thres manths, consiet of:

December 31
2071% 2016
3 s
Cash at banks 24,092 12,320
Time deposits 10,000 10,992
Bonds 7,726
Total 4.0 9‘2_ 31,035

(i) Classification of cash equivalents

Time deposits are considzred a5 cash equivalents provided their ariginal maturily is of up to three menths from
the time of their acguisition. Mote 2.6 includes a disclosure of the cash and cash equivalents palicy.

6.2. Investments available for sale

Investments classified under this category, correspond to heldings of bonds issued by multilateral development
instituticns, and include the following:

December 31,
017 2015
2 5
Multilateral development instituticns — Bonds §ieah iz
Total 1670 —T3m

(i} Investments with ralated parties

A5 of December 31, 2017, and 2016, the institetion did not maintain investments availzable for sale with related
parties.

(i) Classification of investments available for sale

Investments are designated as “available for sale” financial assets if. i) they do not have a maturity date, ii] their
fece vzlue is neither a fixed ar a determinable amount of money, and §il) management has the intent to maintain
those investrnents in the medium to long term. Fingncial assets that cannot be classified within the olhes
categories of financial instruments (fair va 'ue with changes in income, loans or investments held to maturity), are
also included in the category of "availzble for sale.”

As detailed under Mote 11, financial assels are presented as non-current assets unless their maturity occurs within
12 months from the end of the fiscal year or management is intent on selling them during that period.

{iii} Indicators of impairment of available for sale investments

An investment is considered impaired when its fair value suffers a prolonged and material reduction below its
rost, See Note 2.8 for more detzil on impairment policies for financial assets.
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{iv) Amounts recognized in the statement of comprehensive income

During the fiscal year, the institution recognized a gain of 342 in the stalement of comprehensive income |2016:
loss of 53),

(v} Fair value, impairment and exposure to risk

Information regarding the methods and assumptions usad in the determination of fair value is disclosed in Note
B.7. There are no investments classified as available for sale that are sither matured or impaired.

All investments classified ss available for szle have been and are denominated in U.S. dollars, which is the
functional currency in which the financial statements are expressed.

6.3 Investments held to maturity

Imvastments classified under this category correspond to certificate of deposits and investments in bonds and
commercial paper, as follows:

December 31,

2017 2016
2 2
Irveet rante in 4im its !
Multilateral development institutions 17686 13,438
Subtotal 17} B8R 13,438
Investments in gther values =
Sovereign honds JB.110 96,443
Multilaterzl development institutions’ bonds 18,070 30,697
Finarcial sector bonds 18,894 23,211
Argentine troasury bonds 2 4,454 3,990
Subtotal 119 5467 154,301
Frincipal invested 137,253 167,734
Accrued interest and commissions receivahle 447 E50
Tota 137,700 iRA. 238
(1 Inuestmeants correspond o fime depotits with original maturities greater than three months,
(21 Investments include sovereign bonds issued by multilateral development institutians ard cammercizl paper issued by ather

financial Inatitutions with & rsh profile falling within FONPLATA's investrent <5k guidelines.
] Carresponds ta an irvestmeant in Argent nian Trascury Bands "PARY and “DISCOUNT", received in excharge for FOMPLATA':
haldings of bords “BONTE 04" in 2005,

(i) Classification of held 1o maturity investments

The instituticn classifies its investments as hald to maturity, If:

Financial assets are mot derivatives

Investments do not gquote on an active capital market.

Investments have scheduled payments far either a determirable or fixed amownt.

The institution has both the ability and intent to hold those investments until their maturity.

4 & & &
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[ii} Impairment and exposure to risk

Argenting’s bonds amounting to 54,488 as of December 31, 2017 (2016: $3,290), correspand to the issuances
identified as “PAR" and “DISCOUNT," that were received as part of the Argentine’s debt swap program in 2005,
in exchange for FONPLATA's heldings of "BONTE — 04" bonds. The bonds received in exchange have maturities
ranging from 2033 to 2038. impairment on these bonds is caleulated an the basis of the fair values guoted by
Bloomberg for those two issuances. The amoaunt of impairment recognized as of Dacember 31, 2017, is of 51,359
(2016: 51,833). During 2017, these investments experienced a recovery giving rise to the recognition of 3 net
reduction in the total impairment of 5473 (2016 5665).

All investments classified as held to maturity zre denominated in U.5, dollars. Consequently, there is no exposure
ta the risk of currency exchange. Furthermare, there is no materizl exposurs to the risk of changes in fair value of
the investments due to: their overall quality {i.e. credit risk of the issuer), i) their scheduled maturity, which by in

lzrge is lower than 12 months, and (i) their return, which is based on a variahle rate,

6.4 Loan portfolio

Composition of the balance of loan portfolio outstanding, by member cauntry, is as follows:

December 31

2017
Counlry 5

Argentina 114,395
Eolivia 159,188
Erazil 73,437
Paraguay 121,579
Uruguay 183,368
Suhratol gross loon pactfalio EG1,0ET

Less: Unacorued commitment fiea (1,995
Subtaral loan partfolia 558,977

Lexs: Provisicon for potential impairment on loans _ 12,885)
Net loan portfolio 557,087

201
5

0,225
141,711
83,155
93,206
138,767

543,754

(1,210

542,544
(3.027)

539517

Accrued loan interest receivable amounts Lo 55,740 and to 54,007, as af December, 31 2017, and 20185,

respectively.

Based on their scheduled maturities, the gross loan portiolio is dassified as follows:

MEturiTy

Up ko ons year

Greater than one and up to bwo yaars
Greater than two and up to three years
Greater than three and up 1o Teur years
Greater than tour and up to five years
Grealer Lhan liva years

December 31,
2017 2016

s s
38,505 5315
71856 ;717
£1,719 45,322
48,798 15,193
50,502
370,577 468,207
Total gross lozn portfolio 561,967 543,754
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(i) Loan portfolio dassification

The loan portfolio consists of amounts te be received from member countries thet conform the River Plate Easin,
in exchange for sovereian loans granted to them. The lnancings confarming the loan portfolio, based on their
nature and relevant tenms, do not constitute derivative instruments. Collections or principal repayments are
based on fixed or delerminakle amounts, and they do not guate on an active market. As explained in Note 11,
the amount of principal repsyments to be received within 12 months fallewlng year end, is clastified as current,
with the remazining balance c/assified as non-current. Motes 2.7 and 2.8, describe accounting palicles used in
connection with the accounting of the lean portfolio and the recognition of its impairment, respectively.

(ii) Fair value of the loan portfalio

The book value of the loan portfolio is believed ta approximate its fair value. This asseasment considers that future
cash flows from loans approximate Lheir stated book value,

(iii) Impairment and exposure to risk

The provision for potential impalrment on loans is maintained at a level considered adequate by FOMPLATA to
ahszorb potential losses related to the loan portfolio as of the date of the financial staterments.

The provision for potential impairment on soveraign [oans is hased on the individual credit risk rating for long-
term dabt of borrowing member countries, and is cetermined as the lowast risk rating as of the date of the
financiz| statements issued by threes internationally recognized credit rating agencies. Those credit risk ralings
incorporate a probahility of default. Due to fts preferred crecitor status, and consicering the immunities and
privileges afforded to FOMPLATA by its member countries, which are stated in its Charter and other specific
documents signed with each country, the credit risk rating used reflects 2 lower default prebability — generally
equivalent to three levels above each country’s credit risk rating.

The accrual of interest an loans is discantinued for laans balances that have been ovardue for more than 180
days. The amount of loan interest accrued receivable on leans declared on nen-accrual status is recognized at
the of collection until such date when those loans are in accrual status. Accrual skatus reguiras the borrowar to
pay in-full, the amount of princigal asd interest or commissions in arrears, as well as the assurznes that the
borrawing member country has resclved the financial difficulties that caused it to fall behind on mesting its
obligations on a timely basis.

FOMPLATA did met have nor it currently has logns balances in non-accrual status, Nonetheless, and consistent
with its entarprise-wide risk management policy, FONPLATA accounts for provision to reflact the potential
impairment an its loan portfalio.

Mareover, FOMPLATA maintains pallcles an risk exposures to avoid concentrating its lending on one country
only, which could be affected by market condizions or cther circumstances. In this regard, FOMPLATA uses
certain measurements or indicators, such as: net eguity and total loan portfolio. FONPLATA semiannually
reviews the status of ite loan portfolio to identify potential impairmeants affecting its collectability, in full orin
part. Informaticn about the overall credit guality of the lcan portfolio, its exposure 1o credit risk, currency
exchange and interest risk is disclosed Note 4.
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B.5 Borrowings

The outstanding balance from borrowings received by FONPLATA, is as follows:

December 31,
27 2016
2 3
Medium -term certificates of depasit 10,000
Corporacion Andina de Fomente 16,000 16,000
Total 26,000 16.000

Based on the composition of the capital structure approved as part of the second capital replenishment,
approximetely 45% of the lending capacity are associated to callable capital. This in turn, reguires FONPLATA to
suppiement the available liquidity required for on-lent operations with external funding. Accordingly, FONPLATA
has designed its borrowing strategy and its financial programming to diversify its funding sources and to achieve
the best possible average cost of borrowings considering its credit risk rating and preferrad crediter zondition.
As part of the prevailing Framewerk Agreement (“Agreement”) with the “Corporacidn Ancina de Famenta” (CAF),
signed on November 14, 2018, CAF provides FONPLATA with a conditional revolving line of credit of up ta 575
million. On December 19, 2016, FONPLATA received 516 million from CAF, which were used to finance loan
disbursements on approved loans. The applicable terms for this financing are based on the & months Libor rate
plus a spread, based on a five-year maturity with a two-year grace period. Principal Is scheduled to be paid over
& equal semi-annual installments, including the correspending interest, beginning June 19, 2019 and endinz on
Decembar 16, 2021.

On December 1, 2017, FONPLATA subscribed a lean agreement in the amaunt of $100 million with the Inter-
American Dewelopment Bank. This loan is based on the 3-months Libor rate and provides for a S-year
disbursement period, 5 ¥ years of grace period and a 25 - year amortization period. Under this financing
agreement, which entered into effect upon being signed, FONPLATA can draw funds against previously incurred
project expenditures effected from June 15 through November 15, 2017, for an amount not to exceed 520 million.
As of December 31, 2017, no funds have been disbursed apainst this loan.

Furthermore, FONPLATA enterad into an agreement with the Central Banks of its member countrics to accept
deposits in the form of medium-term certificates denominated in United States doliars. In February 2017,
FONPLATA accepted a 510 million certificate of deposic with the Central Bank of Balivia.

Berrowings outstanding classified based on thair schaduled maturities are as follows:

December 31,

2017 2015

Maturity 5 3
Up to one year 10,000 -
Wlare than one and up to two yaars £.333 -
ilare than two and up to three years E333 5,333
flare than three and up to four years 5,234 5,333
felare than four and up to five years .= 5,334
fMore than five years o
Total 26,000 1,000
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(i) Fair value of borrowings

Itis estimated that the book value of borrowings approximates its fair value since future cash flows to be received
ere very similar to the recorced amaunt for the Borrowing,

[ll} Risk exposure

Mote 5 provides infermation regarding the risk exposure associated to barrowings.

6.6 Spedial Funds

The balance held with special funds by FONPLATA as of December 31, 2017, and 2016, includss the following;

December 31,

2017 Fljl)
¢ g

FOCOM:
Investmeants managed by FOMNPLATA 5,232 5457
Return on investments diue b FOCOM 4 36
Bslance at Banco do Arazil 103 a1
Subtotol due to FOCOM 5,379 5874

PCT:

Investments managed by FOMPLATA 2,641 3,039
R=turn oninvestments due (o PCT i3 20
Balance at Banco do Brazil 179 204
Technical cocperation expenses paid by FONPLATA [21)
Subtotal PCT 2,54 3.242
5,222 8.2l6

FONFLATA's Board of Governors can create special funds for specific purposes. Special funds are considered as
separate and independent legal entities from FONPLATA, which are controlled by the member countries through
the Board of Governaors, Cansequently, the balances held under those tunds do not need to be consolidated hy

FONPLATA.

Special funds are funded through distribution of retained earning maintained in the goneral reserve. In 2014,
the Board of Governors created and funded the following special funds:

a. “Fund for the Compensation of the Operating Margin (FOCOM )™ This fund pursues the objective of helping

to reduce the financial cost incurred by Bolivia, Paraguay y Urugusy on their loans with FONPLATA, through
the payment of a portion of the interest to be pald semiannually by these horrawing member cauntrizs. The
payment of the part of the interest accrued on loans by FOCOM on behalf of the borrowers is contingen:
and determined annually. In May 2014, the Board of Governors assigned as 2 contribution to this fund, the
amount of 55,510, from retained earnings as of December 31, 2013, Mo additional cantributions were
assigned by the Board of Governers during 2017 and 20186, respectively.

b. Techinical Cooperation Program PCT]Y This fund was created through the restructuring and transfer of
resources from the “Fondo parz Desarrello de Proyecto de Integracion Regional” (FOMDERPRD), to Lthe PCT.
The PCT pursues the purpose of fostering regional development and integration, through financing studies,
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technical knowledge exchange programs, and other initiatives that form an integral part of FONFLATA's

strategic focus. No additional contributions were assigried by the Board of Governors during 2017 and 2014,
respectively.

The PCT is managed by FONPLATA independently fram the management of its own affzirs and its funds and
resaurces are invesiaed in accordance with FONPLATA's investment guidelines.

In aceordance with the operational guidelines of the special funds and to optimize investrment returns, ligjuid
investments are managed by FONPLATA, together with its own funds.

Accrued income cn investments attributable to cach fund is calculsted pro-rata, based an the proportion
resulting from comparing the amount of liquid investments manzged by FOMELATA far of 2ach fund to the total
amount of investments, multiplied by the total return on investment earnad during the period.

Accounting of investment ameounts and investment returns due to each fund by FONPLATA as a result of the
investments managed on behalf of these special funds is handled through soecific inter-fund accaunts.

6.7 Recognition and measurement of fair value

Thiz note includes information about judgments and estimates used in the determination of fair valuzs of
tinancial instruments in the financial statements. Determination of fair values attrisutable to investment assets
is made by abtaining values in accordance wilh the three |evels describad In the accounting standards. An
explanation for each af these three levals follows:

Levall
MNote 5
2017
Investments available for sale 12 11679
2016
Investments available for szle 6.2 —rid 33

Dwring the fisca| year FONPLATA did fot have haldings of financial instruments requiring valuation at lair value
in aceprdance with the fair value measurement methodologies prescribed under either level 2 or 3. Should
changes in the methodology of obtaining applicable fair values for financial investment instruments exist, it is
FONPLATA's policy to recognize the effect from such changes.,

*  Llevel I: Fair value of financial instruments transacted in an active market (such as investments available far
sale). are based on prevailing gquated market prices at year end. The market price used for financial assets
meld by the institition is the quated market price. These instrumsants are included under level 1,

« Level 2: Fair value of financial instruments net quoting in an active market is determined thraugh valuation
techniques, using as much as possible reliable 2nd ebservable market informatian. IF all information required
to determine the applicable fair valuz for a financial instrument is cbservable information, then such
instrument is classified urder level 2. The institution does not have financizl instruments classified under this
category.
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= level 3:IFthe information conslderad either significant or relevant for the determinaticn of fair values cannot
be obtained by reference to market sources, then the financial instrument Is classified under level 3. The
institution does nol have financial instruments classifizd under this category.

MOTE 7 — NOM-FINANCIAL ASSETS AND LIABILITIES

This note provides infermation about nan-financial assets and liabilities of the institution, inciuding:

s Specificinfarmation of each type of ren-financial asset and liability.

= Accounting polides used.

» Information about the determiraticn of fair values attributable ta those assets and liabilities, including
professional judgments used and the uncertainties of the estimates applied.

7.1 Property and equipment, net

The compositicn of praperty and equipment includes the following:

Equipment
and
Property  Furnilurs Art wehicles Iotal
: A 5 5 5

Book value

Balances as of December 21, 2015 1,860 735 2 45 2,656
Additions - ] - - 1c8
Write-offs 1G4 -- (&)
Censtructicn in progress 240 501 e 741

Balances as of Deacember 31, 2016 2,100 1,344 g 43 3,501
Additions 1,813 161 a7 3,011
Write-affs -= 6] -- e |5}
Assets in transit 194 == -~ 194

Balances 25 af December 31, 2017 3,911 1,693 45 43 5.700

Cumulative depreclat!

Salances as of December 31, 2005 - 256 - 23 279
Drepreciation - 28 2 a0
Write-offs B 53 - - 15%)

Balances as of December 31, 2016 . 28 - 25 310
Cepreciation g2 147 - s 24
Write-otfs {5] = - i3]

Balanees asof Decembear 31, 2007 B2 427 - 30 530

Met book value 2017 3,831 1.26E 45 19 5,161
Met bogk value 2016 2100 1,053 4 24 3,191

In 2013, FONPLATA's Boerd of Executive Directors recommended the Board of Governors to approve a capital
budget for the purchasing of a bullding for FONPLATA's headquarters in the city of 5anta Cruz de la Sierra, Estado
Flurinaclonal de Bolivia. The total amount approved by the Assembly of Governors betwesn 2013 and 2017,
amounted to 55,136, encompassing the purchase of 5 % floors, starage and parking spaces in Fdificio Ambassador
Business Center, located in Ave. SanMartin 155, Santa Cruz de la Sierra, Estaco Plurinacional de Bolivia. The above
amaunt encampasses the cost of elactrice, nelworking and communications wiring and outlets, office partitions,
interiar finishing, windows treatment, furniture and fixtures,
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Con fecha 1 de marzo de 2017, con base a la entrega pravisoria acordada con |z empresa constructora, FONPLATA
comenzd a funcienar en suU nueva sede.

Cn March 1, 2017, FONELATA moved to its new premises based on a pravisional duceptance agreed upon with
the builder.

Of the total amount budgeted for the purchase of FONPLATA's headguarters, as of December 31 2017, 54,935,
have been already incurred, leaving an available balance of $100 and of $101.5, to be used in the purchase of art
and to open and finish additional offices and work stations, respectively. The new work stations would help
accommodate the additional staff positions contemplated in the approved Programs & Budget Document for
2018 - 2020.

Furthermore, the capital budget and its subsequent supplementary increases induded 5514 7 earmarked for basic
information technelegy infrastructure for data processing and communications, data security. computer
equipment and data integration through a data warehouse,

(i} Depreciation methods, revaluation and useful lives

All assets included under this caption are carried at their historical cost net of cumulative depraciation.

Depreciation is calculated using the straight-line method either on the historical coct or on the revalued 2rmount,
and based on the estimaled useful live the asset, Applicable useful lives for the assets, are as follows:

Assel Uselul Live -
Property:
Land Mot amortized
Buildings a0 y=ars
Furniture and eguipment:
Improvements on leased property Ower lease contract
Furniture and equipment 810 10 years
Compuler equipment and software 4 yoars
Wehicles 3 years
Art Not amartized

Note 2.9 contains additional information cn accounting policies applicable to property and equipment.
7.2 — Miscellaneous
This caption includes small balances owed to FONFLATA, resulting from advances ta suppliers, puarantee deposit

on the premises previausly and currently leased to host FONPLATA'S headguarters in the city of Santz Cruz de la
Sierra, Bolivia, as well as far the offices located in Asuncion, Paraguzy.
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The compasition of other assets includes the fellowing:

2017 2016
s s
Unreconciled expe nses 3 4
Advances to supgliers 13 35
Expensas paic in adwance 57 74
Account receivablas 28 203
CODETEL's shares 33 az
Guarantee deposits 3 1

Total 143 380

7.2 — Provisions

It includes the balance of zll pending liahilities relsted to the provision for severance payment. The balance for
this benefit as of December 31, 2017, and 2016, amaunts to S 692 and %5 /7, respectively.

NOTE 8 — NET EQUITY
8.1. Paid-in capital

Cr January 28, 2016, FONPLATA's 14" Extraordinary Governors' Assembly approved a new capital incraase in the
amaount of 51,375,000, raising the authonized from 51,639,200 to 3,014,200, On October 11, and on November
1, 2016, Belivia and Uruguay, respectively, subscribed the whole amount of their respective share of the new
capital increass and committed the totality of their respective callable capital,

The new capital increase bacame effective in 2017 with the subscription by zll member countries of their
respectiva installments of paid-in capital in the ameunt of 5550,000 and thair commitment of the totality of their
respective portion of callable capital in the amount of 5825,000. Paid-in capital subscriptions would be made
effective in eight annuz| installments commencing in 2018 and through 2024, Upon completion of the intagration
process paid-in capital would amount to £1,349 200, while callable capitel as of December 31, 2017, amounts to
51,665,000, Payment of subscribed and committed cellable capital will proceed when required and based on
FONPLATA's Gavernors’ appraval should FONPLATA be unable to comply with its financial obligations and
commitments using its own resources.

A break-down of FOMPLATA's capltal, by country, as of Decomber 21, 2017, and 2016, is as Tollows:

As of December 31, 2017

Subscribed capita Fanding Authorized capital
!illh!.l:r'l ation Y R
Paid-in Callable band- Callable Paid=in Callabla %
i Tetal
hember country ' $ $ 5 s s 3 g
» Argentina 449744 555014 a7 -+ 448,744 555,014 1,004,758 33.3%
s Eolivia 149904 184921 .- 143,804 184,991 334895  11.1%
s Brazil 449,744 555,014 - - 443,744 553,014 1,004 758 331.3%
»  Paraguay 149904 184931 - 149,504 184,991 334895 11.1%
»  Uruguay 149 904 184,921 - 149,504 184,991 334, 895 11.1%
1342200 1,665,000 ce — == 1349200 1565000 2014300 1000%




As of December 31, 2016

Subscribed capital
Pai-in Callable
NMember country ! 5 g
a Argentina 286,410 280,014
= Bolivia 149,504 184,931
w Brazil 266,410 280,013
+  Paraguay BE703 93324
«  Lrupuay 149904 134,591
21422 1,023,333

Banding subscription Authorized capital
Paid-in Callabl id-in Callable
3 ] 5 5
183,333 235,000 449,744 555,014

- - 149,904 124,991
1833331 275,000 448,744 585,014
61,111 91,667 149,904 184,991
145,904 184,591

427778 BALE6]

Total
@

2
1,004,758
334,305
1,004,758
334 8495

334,893

L342.000 LeES000 2,014,200

%

313.3%
11.1%
133K
11.1%

1Ll
100.0%

I'he amount of paid-in capital subscribed and pending subscription, including the new capital inerease, as well as
the amount of callable capital subscribed, committee and pending ecommitment as of December 31, 2017, anc
2016, respactively, is as follows:

Ag of December 21, 2017

Paid-in Capital Subscribed

Member Country Padin'
&

s Arpenting 242,077
& DBaliviz 21,015
s Brazil 218,744
= Paraguay B1,013
*  LUruguay R1.015

Trital 705 866

As of Decermnber 31, 2016A:

ivable
L]

206,667

52,320

220,000

G8 880

BE BED

AL i e

= 33d

Paid-in Capital Subscribed

Memiber Country Paid-in' Rerelvahle '
5 5
= Argentina 219,744 46 067
s Holivia FERE] 7o, 067
= Brazil 203,827 B2 583
= Paraguay 73,238 15,556
*  Uruguay 3,238 _JBERS
Total LA3, 2R 278,138
As of December 31, 2017,
Comrmitted Uncommitted '
Member Country 5 s
argenting 201,675 53,330
Bolivia 167.21% 17775
Brazi 355,014
Faraguay 184,591
Uruguay 154,997 e
Total 71,111

As of December 31, 2016:

1,593,885

Total'

449 744
149,904
440 744
140,904
145 904
1,348 200

Total'

3
266,410
149,904
266,410

£8,793
149,904
921,422

Tctal'

s

555,014
184,590
555,014

184,991
184,997

IEEES.EID!}

il




allazl ital Subscribed

Carmitted ' Uncommitted Total'
Memboer Country 5 g -

Brgenting 173,342 106,672 2BC,014
Golivia 148,439 35,552 154,991
grazil Za0014 - 280,014
Paraguay 03,324 ; 493,324
Uruguay 184,591 154,591

Totzl Fe1,108 142,224 1,023,333

 Subaciat raa differ from watals due 1o rounding

8.2. Other reserves
The balance of 537, gain shown under “Reserve for changes in the value of investments available for sale”,
reflects the amaunt of cumulative changes in market value of investment instruments available for salz (2016; 85
curmulative losses).

2.3. Retained earnings and reserves

Retained earnings as ol December 31, 2017, amount to 520,131, consists salely of current year's net
incame (2016: 514,761).

FOMPLATA's policies provide that Unappropriated Retained Earnings are to be used to finance the
preservation af the value of its eguity aver time and to also finance the Fund for the Compensation of the

Cperating Return {(FOCOM), and the Technical Ccoperation Program [PCT).

Crldune 15, 2017, the Assembly of the Board of Governers alloczted 1o the General Reserve the totality of
Unappropriated Retained Earnings in the amount of 514, /61 (Resolution A.G. 161,/2017).

Orn September 27, 2016, the Assembly of the Beard of Geverncrs allacated ta the General Reserve the
amount of 59,325 of Unappropriated Retained Earnings (Resolution A.G. 156/2016).

The balance held inthe General Reserve as of December 31, 2017, and 2016, respectively Is as follows:

General Reserve

S
Balance as of December 31, 2016 74,579
Allecated by the Assembly of Goaverners in 2017
Net income _ 14761
Balance as of December 31, 2017 29,740
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NOTE & - REVEMUES

[me compesition of net income is as follows:

Loan income
nterest
Commitment feg
Administrztive fee

Other
Subtotal
Investment income
Interest
Other
Subtotal

Cther income
Total incame

NOTE 10 — ADMIMNISTRATIVE EXPENSES

Since 2013, FONPLATA has adopted a result based budgeting system, including perfarmance indicators zllowing
the measurement of results attained and their refated cost, The system matches governance, operating and
financial goals with the activities required to reach them and the resources reguired. During the yvears ended
December 31, 2017 and 2016, FONFLATA reached 2 percentage of execution of it administrative budget
cquivalent to 95% y 88%, respectively. The break-down of administrative sxpenditures by functional activity is as

fallows:

Expendituras’ ¢ assification
Personnel expenses

Business trave| oxpenses
Protessional services
Credit nisk rating
Externgl audinors
Administrative expenses
Financial expenses
Tata! administrotive buaget

Depreciation
Changes in provision of Argentine bonds - Gain
Exchange differances
Loss an fived-assets withdrawals

Tatel odministrotive expenses

2017
]

37,504

2016

15,554
1,936
1.396

18,936

1,318
£q

1362

180

20,473

573

132
2B
234

5,191
91
(€E7)
127

559




NOTE 11 - SCHEDULED MATURITY OF ASSETS AND LIABILITIES

The following tables provide 2n analysis of the expected time elspsed to maturity of assets and liabilities as of
December 31, 2017, and 2016, raspectively, based on their respective recovery or settlement date:

Non-Currant
Current [ il
(LUp e 1 year) vear] Total
Az of December 31, 2007 5 5 5
ASSETS
Cash and cash equivalents 3a,092 - 34,092
Inwestments
Available for salz 11.679 11,6749
Held to maturiry 132,765 4.4R8 137,253
Loan portfolio
Dutsianging loans 58505 598,582 657,087
Interest and other accrued charges
Orn investments a47 - 247
Laan intarest and commissions 740 - 5,740
Other assets
Progerty and equiprant, natr - 5161 5161
Mizcellareous 110 i3 143
Total assets 743,338 GOB, 264 E51,602
LIABILITIES i -
Barrowings 10,000 18,000 26,000
Other liakilities 12 - 912
Special funds 3,227 - 2,122
Fravisions 593 £93
Total llabilities 15,134 16,693 35827
45 of Decembar 31, 2015
ASSETS
Cash and cash equivalents 31,032 31,038
Investments
Availahle for sale 12,193 - 12,193
Held to maturity 151,425 6,314 157,734
Loan portfalio
Outstanding loans 4,489 535,028 539,517
interest and other accrued charges
On Investments 550 550
Loan interest and commissians 4,007 4 037
Other assets
Property and equipmant, net 2,191 3191
Miscelaneous 348 iz 330
Total assats 214.050 544,565 758,615
LIABILITIES
Borrowings 16, 0N T h,DO0O
Cther liabilities 204 204
Soecial funds 2,816 - 8,816
Provisions ST7 TV
Total liabilities 8,020 1,577 25,597
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MNOTE 12 — IMMUNITIES, EXEMPTIONS AND PRIVILEGES

As stated In the Fund’s “Agreement of Immunities, Cxkemptions and Privileges of the Fund for the development
of the River Plate Basin Territory,” an international legal instrument duly ratified by its five Member Countries,
FOMPLATA can beld resources on any currency, paper, shares, equities and bonds, and can freely transfer them from
ane country ta the ather and from one place o the other within the territory of any country and corvert them into
other currencies

Furthermore, the Agreement establishes that FONPLATA and its assets are exempt, within the territory of its
Member Countries, of any direct taxes and custom duties with respect either imported or exported goods
far official use. The Agreement also indicates that in principle, the Fund would net claim the exemption of
consumption, sales taxes and other indirect taxes. However, Member Countrics cammit, 1o the extent
possible, to apply any and all administrative provisions that might be available to exempt or reimburse
FONPLATA for the amount of such tzxes, in connection with official purchases involving large amounts when
such taxes ara Included in the price paid.

Complementary, both the Agreement on Immunities, Exemptions and Privileges as well as the Treaties signed
by the Fund with the Bclivian State and with the Republic of Paraguay, astablish that FONPLATAS' propertics,
goods and assets are exempt from all taxes, contributions and charges, at the national, departmental, municipal
or of any ather type,

MNOTE 13 = SEGMENT INFORMATION
(a) Segment dascription

Based on an analysis of its coerations, FONPLATA determined that it only Sas an operational segment. This
detzrmination is based on the fact thet it does not manage its operations allccating resources among aperations
measuring the contribution of those individual opcrations to the Fund's net Income. FONPLATA does not
distinguish between the nature of logns or the services rendered, their preparation process or the method
followed in the preparation of loans and services rendered to its member countries. All operations are performed
ot FONPLATA s headguarters and the Fund does undertake operational activiti=s at other geographical locations.,
FONPLATA's operations consist of granting financing to the countries canforming the River Flate Basin, which are
considered as segments for purposes of this disclosure: Argentina, Bolivia, Brazil, Paraguay, y Uruguay.

|b) Assets by segment

Cornposition of the loan portfolia by country is as follows:

Gross Unacwrued commissians
portfclic  commissions  Impairment Loan porticlio recelvablo Total
5 S ¢ 5 5 5

As of Decernber 31, 2017:

Argenting 114,395 (723) 11,1400 112,533 1.483 114,023
Bolivia 169,138 () (772) 1G8,412 1,822 170,233
Brazil 73,837 [259) (335) 7,543 130 73,573
Faraguay 121,579 [546) (348) 120,685 213 121,498
Uruguay 183,368 (s (2490) 187,614 ___8mA 183,501
Total 561,967 (1,395) _ [2,885) 557,087 5,740 662,827




Interest and

Gross Unaccrued COMMissions
portfolio commissions mpalrment Loan portfclic recaivahle Total
2 <] 3 k] 5 3

As of Decemzer 31, 2016:

Argenting 20,225 (446) [1,352) TB427 1,103 79,532
Bolivia 141,711 [£75) (328) 140, BIIE 1,214 141 822
grazil EER L1 -- 1283) 82,872 a7 83,743
Paraguay 00,896 (111 [340) 93,445 513 99,958
Uruguay 138,767 1378} [224) 138,165 30 138,469
Total 543,754 (1.210) _ [3,027) CELES 4,007 =42,524

Composition of the gross loan pertfalic by cauntry and its distribution by industry segment is as follows:

Commuynication,
transportaticn,
anergy and nfrastructure Infrastructure for
|logistics for productive socio-econamic
infrastructure lepment developroent Tulal
3 s : ]
As of December 31, 2017
Argentina 38,637 A0.284 43,474 114,245
Bolivia 155,748 13,400 169,188
Brazil 26,625 - 46,752 73,437
Paraguay 115,483 b, 056 == 121,574
Uruguay 180,155 == 3,213 183,368
Total 516,748 36,580 106 839 651,957
T ——— e

As of December 31, 2016:
Argentina 24,769 7,815 47,641 BD,225
Beolivia 128,704 -- 13,007 141,711

razil 30,678 - 52,437 23,155
Paraguay 99,286 - - 99,856
Uruguay 138, 7k7 e -~ 138,767
Ieatal 432,814 7.E1E 113,135 _543.754

3g
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Furthermore, undisbursed loan balances on loans under executian and its break-dawn by country is as follows:

December 31,
2017 2016

Argenting 256,286 137,984
Bolivia 180,451 178,684
Brazil 35,373
Paraguay 64,414 139,671
Lruguay 45,435 24,903

Toal 581,959 541,247

e —— - _—

The average return on loans is as follows;

December 31,

2017 2005
Amount Average Arnount Averaps
3 [ETUrn % s roturn %
Loan portfolio 602,861 4. 16% 457,904 3.80%

(c) Segment revenues
Interest and other revenues by segment are as follaws:

Other operating

Loan revenues [EVENLIES Total
E 5 5

A5 of December 31, 2017:
Argenting 3.591 1,145 4,737
Balivia 5,511 917 & A28
Brazil 3,184 172 3,357
Paraguay 3,491 T&E 4,357
Uruguay 5 630 E43 8373

Total 21,407 3,645 15,052
A5 of December 31, 20158:
Argenting 2,524 545 3073
Solivia 3,637 791 4428
drazil 2.825 15 34943
Paraguay 2,849 G20 3469
Uruguay 3,715 a0d 4,523

Taotal 15,553 3383 18,936

MNOTE 14 — RELATED PARTIES

As indicated in Notes 1 and 5.4, FONPLATA only grants financings Lo its live borrowing member countries, who
are also the awners and shareholders af the Fund. All lending operations are entered in full compliance with the
policies and guidelines approved by the Board of Governors, the Board of Cxecutive Directors or the Executive
Fresident, 2s required. Consequently, FONPLATA does not have transactions with its member countries in ather
terms than those established in its policies and guidelines.

a7
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The balances and transactions mantainad with relatze entities as of Decamber 31, 2017, and 2016, respactively,
correspond to the balances held with the FOCOM and the PCT, as well as the Special Account for Paying
Termination Benefits, as explained in further detzil in notes 2,12 and 6.6, and notes 2.13 and 7.3, respectively.

NOTE 15 — CONTINGENCIES

Mo contingencies have been identified, that could materially affect FONPLATA's financial slalements as of
Deczmber 31, 2017, and 2016, respectively.

NOTE 16 - SUBSEQUENT EVENTS

The Fund has assessed events and transactions occurring after the date of the financial stztements on December
31, 2017, and through Feoruary 9, 2018, Mo material events requiring either adjustment of the financial position
and the results of operation or disclosure to the financial statements as of Decembear 31, 2017, have bezn
identified.

ajo Fraga E
EXECUTIVZ PRESIDENT HAESIDENT OF THE BOARD OF DIRECTORS

/,»4;_1,/4{2?'#&&/ ) ;

ﬂa_queline Koehnke Ferrdfing icio E. Merlani
CHIEFF ACCOUNTANT MAMNAGE ANCE AND ADMINISTRATION
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Strategic
Alliances

As part of the Institutional Strategic Plan,
FONPLATA has strengthened existing and
established new strategic alliances with
multilateral organizations and development
agencies to find complementarity and
synergy in our activities.

By the end of 2017, a $100 million loan
was secured from the Inter-American
Development Bank (IDB) to supplement
our loan portfolio to help promote
integration and development in border
regions, and encourage tourism in the
Jesuit Missions corridor.

Supporting
mitiatives

As part of FONPLATA's policy on involvement
with the community of the city of Santa
Cruz, our host department and host
country, we have supported some cultural
and sport-related activities throughout the
year. During 2017, FONPLATA sponsored
the following activities:
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The loan will fund high-impact, high local
value multi-sector investments boosting
economic, social and cultural opportunities.
The funding will be used for regional
integration projects on tourism, connectivity
infrastructure, development of border cities,
institutional development and governance,
among others.

Additionally, a loan is being sought from
the European Investment bank (EIB) to co-
finance projects for the mitigation of, and
adaptation to climate change. Another
funding from the French Development
Agency (AFD) is also being sought to finance
investments aimed at reducing greenhouse
gas emissions.

It is important to note that these lending
operations come alongside technical
cooperation funds enabling the institutional
strengthening  of ~ FONPLATA  and
implementing agencies.

In addition, a Memorandum of Understanding
has been signed with the New Development
Bank (NDB), established by Brazil, Russia,
India, China and South Africa, to co-ordinate
activities in areas of mutual interest.

Finally, FONPLATA created the Strategic
Alliances Coordination Unit for purposes of
serving as a bridge with banks, multilateral
agencies and development organizations
with which it has and will have agreements.

‘Gente con Voz”*

As part of the FENAVID international film
festival and the initiative “Gente con Voz”,
young composers from the five member
countries were encouraged to send their
own compositions on the topic “integration
and union between peoples”. Performers
of the top ten songs travelled to Santa
Cruz de la Sierra to record the video clips
of their songs together with film production
students and professional filmmakers.



U-17 Women's
Soccer -
FONPLATA Cup

This initiative, taken jointly by our
Executive President Juan Notaro and the
President of Bolivia Evo Morales, aimed
at promoting integration of different
regions within the country and increasing
visibility of women in sport, particularly
among girls. The weekend of competition
was organized together with the Ministry
of Sports, and involved six teams from
different regions of Bolivia.

International
Theater Festival

In 2017 FONPLATA was again among the

sponsors of the International Theater
Festival organized by APAC, with the
aim of promoting art and culture as an
instrument for unity and fraternity between
peoples. Thirty-two groups from nine
countries participated in the event, with 52
performances in Santa Cruz de la Sierra,
Samaipata and Tarija. Over 200 artists
performed in seven conventional theaters
and ten open air areas.

International
Meeting of
Mayors and
Governors of the
Jesuit Missions

The event hosted by the government of the
Department of Santa Cruz gathered mayors
and governors from Argentina, Bolivia,
Brazil, Paraguay and Uruguay, as well as
representatives of international cooperation
agencies working in the Jesuit Missions
corridor. The purpose of the meeting,
held for the second time this year, is to
coordinate efforts and policies to position
the corridor as a tourism destination and
integration area among the five member
countries.

Women's
Entrepreneurship
Day (WED)

FONPLATA embraced the celebration of
this global event that aims to promote a
network of women leaders, innovators
and entrepreneurs to initiate startups,
drive economic expansion, and advance
communities around the world.
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Volunteering and
Corporate Social
Responsibility
Committee

The Volunteering and Corporate Social - A steady pace of fundraising events
Responsibility Committee is made up of through raffles, donations and other
FONPLATA officials involved in fundraising activities (see attached table).
and  community  support  activities, - Drafting and approval of the
particularly among the most disadvantaged Committee’s statutes.
in the city of Santa Cruz de la Sierra. - Health costs support.

- Contribution to institutional campaigns.
Significant achievements in 2017 included: - Donations to institutions in Santa Cruz

de la Sierra:

e Hogar “Madre Maria”

e Christmas lunch for children from
Suarez neighborhood, Plan 3000

e Personal hygiene items for Chaco
GUembé elementary school

¢ \olunteers for breast cancer care -
fundraising dinner

¢ Luncheon for the elderly — Alto San
Pedro 1 Education Unit

Creation of the Scholarship program
“Tios y Tias” (Uncles and Aunts)
Organization of the volunteering
festival “Primavera solidaria” (Solidarity
in Spring)



Opening of the
new FONPLATA
headquarters

Our new headquarters were officially
opened on July 4 2017. The offices are
located at the Ambassador building, in the
Equipetrol neighborhood in Santa Cruz
de la Sierra. The event was attended by
the President of the Plurinational State of
Bolivia, Evo Morales.

The new offices are FONPLATA's first own
headquarters since its creation in 1974, with
appropriate facilities that meet operational
needs and also versatile for future requirements.

The following ministers were also present
at the inauguration ceremony: Danilo
Astori, Minister of Finance of Uruguay
who at that time was also the President of
the Board of Governors; Mariana Prado,
Minister of Planning and Development
of Bolivia; and Lea Giménez, Minister of
Finance of Paraguay.
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HEADQUARTERS
Tel.: (+591-3) 315 9400

Casilla Postal 2690
Avenida San Martin # 155, barrio Equipetrol,
edificio Ambassador Business Center, Piso 3
Santa Cruz de la Sierra, Bolivia

Tel.: (+595-21) 453 320
Avenida Mariscal Lopez No 957
Asuncion, Paraguay

@ WEB PAGE
www.fonplata.org

PROJECT MONITORING OFFICE
O

E-MAIL
contacto@fonplata.org
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