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2001 M Street, NW
Washington, DC 20036-3389

Independent Auditors’ Report

International Development Association,
as Administrator of the Debt Relief Trust Fund

We have audited the accompanying special purpose statements of debt relief resources of the Debt Relief
Trust Fund (the Trust Fund) as of June 30, 2011 and 2010, and the related special purpose statements of
changes in debt relief resources and cash flows for the fiscal year ended June 30, 2011. These special
purpose financial statements are the responsibility of the Administrator’s management. Our responsibility
is to express an opinion on these special purpose financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and International Standards on Auditing. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the special purpose financial statements are free of
material misstatement. An audit includes consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Administrator’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the special purpose financial statements, assessing the basis of
special purpose presentation used and significant estimates made by management, as well as evaluating the
overall special purpose financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

The accompany special purpose financial statements were prepared for the specific purpose of reflecting
the sources and the application of contributions received from donors as discussed in note 2, and are not
intended to be a presentation in conformity with generally accepted accounting principles.

In our opinion, the special purpose financial statements referred to above present fairly, in all material
respects, the debt relief resources as of June 30, 2011 and 2010, and the changes in debt relief resources
and cash flows for the fiscal year ended June 30, 2011, on the basis of accounting described in note 2.

As discussed in note 9, the accompanying special purpose statements of changes in debt relief resources
and cash flows for the period from November 7, 1996 (date of inception) to June 30, 2011 were not audited
by us, and accordingly, we do not express an opinion on them.

Our audit was made for the purpose of forming an opinion on the basic special purpose financial statements
described in the first paragraph above taken as a whole. The supplementary information included in the
supplemental schedule of debt relief disbursements to creditors: by HIPC and by creditor, the supplemental
schedule of debt relief grants, debt relief disbursements and outstanding commitments for IDA debt relief
operations: by HIPC, the supplemental schedule of donor contributions and debt relief disbursements to
IDA under IDA 14" 15" and 16% replenishment, the supplemental schedule of donor contributions towards
IDA and IFAD - debt relief to Haiti, the supplemental schedule of contributions, debt relief disbursements
and outstanding commitments for Nordic Development Fund (NDF) debt relief: by HIPC (funded by
NDF), and the supplemental schedule of debt relief grants, debt relief disbursements and outstanding
commitments for regional and sub-regional creditors and IFAD: by HIPC and by creditor is presented for
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purposes of additional analysis and is not a required part of the basic special purpose financial statements.
Such information has not been subjected to the auditing procedures applied in the audit of the basic special
purpose financial statements described in the first paragraph above and, accordingly, we express no opinion
on it.

This report is intended solely for the information and use of the International Development Association as
Administrator of the Trust Fund, and the donors to the Trust Fund, and is not intended to be and should not
be used by anyone other than these specified parties.

KPMe P

October 28, 2011



Debt Relief Trust Fund

Special Purpose Statements of Debt Relief Resources
Expressed in U.S. dollars

Resources available for debt relief operations

Share of cash and investments in the Pool - Notes 2 and 8
Contributions receivable - Notes 2 and 4
Notes receivable - Notes 2 and 5

Total resources available for debt relief operations

Resources committed for specific debt relief
operations - Note 2
Share of cash and investments in the Pool (restricted) - Notes 2 and 8

Total resources at the end of the fiscal year

Represented by:
Changes in debt relief resources
Resources at the beginning of the year (partially restricted)

Excess of (debt relief disbursements over income)
after foreign exchange (losses)/gains

Resoﬁrces at the end of the fiscal year (partially restricted)

As of
June 30, 2011

As of
June 30, 2010

$ 934,157,713 $ 1,010,777,768

- 68,901,157

39,347,302 102,212,930

973,505,015 1,181,891,855

124,333,092 42,422,288

$ 1,097,838,107 $ 1,224,314,143

1,224,314,143 1,418,104,180
(126,476,036) (193,790,037)

$ 1,097,838,107 $ 1,224,314,143

The Notes to the Special Purpose Financial Statements are an integral part of these Statements.



Debt Relief Trust Fund

Special Purpose Statements of Changes in Debt Relief Resources

Expressed in U.S. dollars

Income

Donor contributions - Notes 2 and 3
African Development Bank Group
Australia
Austria
Banque Ouest Africaine de Developpement
Belgium
Canada
Denmark
European Community
Finland
France
Germany
Greece
Iceland
International Bank for Reconstruction and Development
Ireland
Italy
Japan
Korea, Republic of
Luxembourg
Netherlands
New Zealand
Nordic Development Fund
Norway
Portugal
Russian Federation
Spain
Sweden
Switzerland
United Kingdom
United States

Total contributions
Net investment income - Notes 2 and 6

Total income* :
Debt relief disbursements - Notes 5 and 7

Excess of (debt relief disbursements over income)/
income over debt relief disbursements before foreign exchange (losses)/gains

Foreign exchange gains - Note 2

Excess of (debt relief disbursements over income)/
income over debt relief disbursements after foreign exchange (losses)/gains

Resources at the beginm‘hg of the period

Resources at the end of the period

For the fiscal year
ended
June 30, 2011

November 7, 1996
(date of inception) to
June 30, 2011
(Unaudited, see Note 9)

9,418,887

$ 397,917,362
13,477,734
54,323,958

1,337,130
57,501,052
194,962,436
71,998,834
942,576,723
83,762,647
58,579,085
186,495,809
5,154,000
3,374,264
2,330,000,000
28,117,961
98,720,000
258,599,787
10,000,000
607,045
341,101,134
1,568,640
33,236,118
288,141,167
15,000,000
25,000,000
125,000,000
105,548,452
96,633,348
423,133,518
674,557,500

17,558,147
15,326,603

6,926,425,704
622,445,028

32,884,750
(168,914,261)

7,548,870,732
(6,498,684,001)

(136,029,511)
9,553,475

1,050,186,731
47,651,376

(126,476,036)
1,224,314,143

1,097,838,107

$

1,097,838,107

$ 1,097,838,107

The Notes to the Special Purpose Financial Statements are an integral part of these Statements.



Debt Relief Trust Fund
Special Purpose Statements of Cash Flows
Expressed in U.S. dollars

Cash flows from operating activities

Cash contributions received - Note 2
Australia
Austria
Banque Ouest Africaine de Developpement
Belgium
Canada
Denmark
European Community
Finland
France
Germany
Greece
Iceland

International Bank for Reconstruction and Development

Ireland

Italy

Japan

Korea, Republic of
Luxembourg
Netherlands

New Zealand
Nordic Development Fund
Norway

Portugal

Russian Federation
Spain

Sweden
Switzerland
United Kingdom

United States
Total cash contributions received

Debt relief disbursements

Net sale/(purchase) of share in pooled cash and investments

Net cash from operating activities
Cash at the beginning of the period
Cash at the end of the period

Reconciliation of Excess of (debt relief disbursements over income)/
income over debt relief disbursements after foreign exchange (losses)/gains

to net cash provided by operating activities
Excess of (debt relief disbursements over income)/

income over debt relief disbursements after foreign excﬁange (losses)/gains
Adjustments to reconcile net income to net cash provided by

operating activities )
Decrease in Contributions receivable
Decrease/(increase) in Notes receivable

Net inflow in Share of cash and investments in the Pool

Net cash provided by operating activities

Supplemental Disclosure
Non cash operating transactions:

Notes receivable used for debt relief disbursements - Note 5

For the fiscal year
ended
June 30, 2011

November 7, 1996
(date of inception) to
June 30, 2011
(Unaudited, see Note 9)

$ -
5,234,171

6,857,000

20,388,165

31,796,247

1,410,010
18,079,427

74,557,500

$ 13,477,734
56,879,974
1,337,130
58,513,226
194,717,905
72,737,299
952,854,909
84,962,853
59,144,635
194,865,003
5,362,728
3,007,322
2,330,000,000
27,042,452
98,720,000
258,427,727
10,000,000
607,045
351,699,039
1,568,640
33,236,059
297,788,266
15,000,000
25,000,000
125,000,000
104,892,099
99,577,500
423,133,518
674,557,500

158,322,520

(168,914,261)
10,591,741

6,574,110,563

(6,137,130,967)
(436,979,596)

$ » -

$ -

$ (126,476,036)

68,901,157
62,865,628
(5,290,749)

$ 1,097,838,107

(39,347,302)
(1,058,490,805)

$ 361,553,034

The Notes to the Special Purpose Financial Statements are an integral part of these Statements.



Debt Relief Trust Fund

Notes to the Special Purpose Financial Statements
June 30, 2011
All amounts expressed in U.S. dollars unless otherwise noted

Note 1 - Organization and operations

On November 7, 1996 (date of inception, hereinafter referred to as ‘Inception’), the Executive Directors
of the International Bank for Reconstruction and Development (IBRD) and the International Development
Association (IDA) approved the establishment of the Debt Relief Trust Fund (the Trust Fund), formerly
the Heavily Indebted Poor Countries (HIPC) Debt Initiative Trust Fund (name changed as per an
amendment dated October 6, 2008), to be administered by IDA (the Administrator) (Original
Framework). The Trust Fund provides financial support to participating multilateral credit institutions to
assist them in. achieving their agreed share of debt relief to eligible HIPC on debt owed to such
institutions. The Trust Fund can provide financial support for the prepayment of the debt, the coverage of
debt service as it falls due, the purchase and subsequent forgiveness of the debt, or éuch other
arrangements as the Administrator deems appropriate which have the effect of reducing the present value
of the debt service owed on the debt. The resources available in the Trust Fund consist of contributions
from participating multilateral creditors and bilateral donors, and investment income earned on

undisbursed contributions.

In September 1999, the Development and Interim Committees of IBRD/IDA and the International
Monetary Fund (IMF) endorsed, subject to the availability of funding, enhanced debt relief under the
HIPC Debt Initiative (Enhanced Framework). On January 27, 2000, the Executive Directors of IDA
approved modalities for implementing HIPC debt relief by IDA under the Enhanced Framework,
including the provision to forgive a portion of eligible debt service obligations of HIPC as it becomes
due. The resources available to fund IDA debt relief operations (thereafter referred to as the IBRD/IDA
component of the Trust Fund) are funded by transfers from IBRD’s net income or surplus, which are
approved by IBRD’s Board of Governors (see Note 3), and from contributions of other donors to the
Trust Fund. The IBRD/IDA component is used to reimburse IDA for amounts of debt service forgiven

under the Enhanced Framework, to the extent resources are available.

The Executive Directors of IBRD and IDA through the amendment dated October 6, 2008, also approved
for the Trust Fund to receive contributions from other donors towards IDA's cost of arrears clearance and

debt cancellation under the Multi-lateral Debt Reduction Initiative (MDRI).



Debt Relief Trust Fund

Notes to the Special Purpose Financial Statements
June 30, 2011
All amounts expressed in U.S. dollars unless otherwise noted

Note 2 - Significant accounting policies

Due to the nature of the Trust Fund, these special purpose financial statements have been prepared for the
specific purpose of reflecting the sources and applications of contributions received from donors and are
not intended to be a presentation in accordance with accounting principles generally accepted in the
United States of America (U.S. GAAP) or the International Financial Reporting Standards (IFRS).
However, certain information pertaining to fair value of financial instruments held in the pooled cash and
investments is presented in accordance with the applicable U.S. GAAP pronouncement as described -

below.

U.S. GAAP defines fair value, establishes a consistent measurement framework and a fair value
hierarchy, which is based on the quality of iniouts used to measure fair value, and requires fair value
measurement disclosures. It also requires that the valuation techniques used to measure fair value
maximize the use of observable inputs and minimize the use of unobservable inputs. Note 8 provides

further details on the fair value measurement of the pooled cash and investments.

These special purpose financial statements have been prepared solely for the information and use of IDA,
as Administrator of the Trust Fund, and the donors of the Trust Fund, and are not intended to be and

should not be used by anyone other than these specified parties.

The special purpose financial statements of the Trust Fund are prepared in accordance with the

accounting policies outlined below.

Basis of accounting

The Trust Fund’s special purpose financial statements are prepared on (i) the accrual basis of accounting
for unconditional donor contributions and net investment income with the exception of net investment
income on funds contributed by the Kingdom of Denmark (Denmark), refer to Note 6; and (ii) the cash
basis of accounting for debt relief disbursement activities with the exception of notes receivable from
AfDB used for debt relief disbursements, refer to Note 5. Under the cash basis of accounting, debt relief
disbursement activities are recorded when paid, not when IDA’s Executive Directors confirm a decision

in principle to provide debt relief to a HIPC.



Debt Relief Trust Fund

Notes to the Special Purpose Financial Statements
June 30, 2011 ]
All amounts expressed in U.S. dollars unless otherwise noted

Note 2 - Significant accounting policies (continued)

Use of estimates

The preparation of these special purpose financial statements requires the Administrator to make
estimates and assumptions that affect the reported amounts of Resources available for debt relief
operations and Resources committed for debt relief operations as at the date of these special purpose

financial statements. Actual results could differ from these estimates.

Share of cash and investments in the Pool and net investment income

Amounts paid into the Trust Fund but not yet disbursed are managed by IBRD, on behalf of IDA, which
maintains an investment income portfolio (the Pool) for all of the trust funds administered by IBRD, IDA,
the International Finance Corporation, the Multilateral Investmenf Guarantee Agency and the
International Centre for Settlement of Investment Disputes (collectively, the World Bank Group). IBRD
maintains all trust fund assets separate and apart from the funds of the World Bank Group. The Pool is
divided into sub-portfolios to which allocations are made based on fund specific investment horizons, risk
tolerances and/or other eligibility requirements for trust funds with common characteristics as determined

by IBRD, on behalf of IDA, in accordance with the respective trust fund agreements.

Generally, the Pool is invested in cash and liquid financial instruments such as time deposits, money
market instruments, government and agency obligations, and asset-backed securities. The Pool may also
include securities pledged as collateral under repurchase agreements with other counterparties and
receivables from resale agreements for which it has accepted collateral. Additionally, the Pool includes
derivative contracts such as currency forward contracts, currency swaps, interest rate swaps and
mortgage-backed securities to-be-announced trades (TBAs). Payables and receivables associated with the
investment activities are also included in the Pool as the Pool is accounted for under the accrual basis

pursuant to U.S. GAAP.

The Pool is a trading portfolio and is reported at fair value, with gains/losses included in net investment
income. The share in pooled cash and investments represents the Trust Funds’ share of the Pool’s fair

value at the end of the reporting period.

Certain reclassifications of the prior year’s information have been made to conform to the current year’s

presentation.



Debt Relief Trust Fund :
Notes to the Special Purpose Financial Statements

June 30, 2011
All amounts expressed in U.S. dollars unless otherwise noted

Note 2 - Significant accounting policies (continued)
In-kind contributions by IBRD

IBRD performs certain administrative, accounting, financial reporting and treasury services related to the

Trust Fund on behalf of IDA. Neither IBRD nor the Administrator is compensated for the services
provided to administer the Trust Fund. The value of these in-kind contributions is not recorded in these

financial statements.

Donor contributions, Contributions receivable and Notes receivable

Unconditional contributions are recognized as donor contributions and contributions receivable or notes
receivable at the date the contribution agreement is signed by the donor and acknowledged by the
Administrator. Conditional contributions are recognized as contributions only upon receipt of cash.
Donors may specify in their respective agreements that all or part of their contributions be utilized for
specific eligible countries, specific creditors, or made available to any eligible country or creditor. A
donor may also reallocate part or all of its funds prior to the Administrator signing a grant agreement to
specific eligible countries, specific creditors, or to any eligible country or creditor. Contributions
receivable and notes receivable are reported at nominal value. No allowance for doubtful notes and

contributions receivable is established.

Resources committed for specific debt relief operations
Upon signing of an agreement by the Administrator to provide Trust Fund resources to eligible creditors
for eligible HIPC, the corresponding amount of available resources is designated as resources committed

for specific debt relief operations and are restricted.

Foreign exchange losses/gains

The Trust Fund’is Special Purpose Financial Statements are presented in U.S. dollars, which is the
functional and presentation currency. Transactions in currencies other than U.S. dollar are reported at the
market rates of exchange in effect on the date of the transaction. At the end of each reporting period, debt
relief resources that are not denominated in US dollar are reported at the market rate of exchange
prevailing at the end of the respective reporting period. The resulting foreign exchange gains/losses and
translation adjustments are reported under ‘Foreign exchange losses/gains’ in the Special Purpose

Statements of Changes in Debt Relief Resources.



Debt Relief Trust Fund
Notes to the Special Purpose Financial Statements

June 30, 2011

All amounts expressed in U.S. dollars unless otherwise noted

Note 3 - Donor contributions

A summary of IBRD’s contributions to the Trust Fund is as follows:

Board of Governors’ Amount in
Resolution No. Adopted on U.S. dollars
508 October 3, 1996 $ 500,000,000
514 September 25, 1997 250,000,000
524 October 8, 1998 100,000,000
529 September 30, 1999 200,000,000
538 September 27,2000 - 250,000,000
543 December 4, 2001 100,000,000
549 September 29, 2002 240,000,000
553 September 24, 2003 240,000,000
563 October 3, 2004 240,000,000
570 September 24, 2005 210,000,000

Total $ 2,330,000,000

A summary of all other donors contributions to the Trust Fund is as follows:

Inception
to
June 30, 2010

For the fiscal year

ended

Inception
to
June 30, 2011

Donor Currency (Unaudited, see Note 9) June 30, 2011 (Unaudited, see Note 9)
African Development Bank
Group Units of account * 69,383,995 - 69,383,995
African Development Bank -
Group U.S. dollars 293,231,063 9,418,887 302,649,950
Australia U.S. dollars 6,500,000 - 6,500,000
Australia® U.S. dollars 6,977,734 - 6,977,734
Austria Euro 51,759,000 - 51,759,000
Banque Ouest Africaine de
Developpement CFA francs 1,000,000,000 - 1,000,000,000
Belgium Belgian francs 518,677,914 - 518,677,914
Belgium Euro 27,153,658 - 27,153,658
Belgium U.S. dollars 7,000,000 - 7,000,000
Belgiumb U.S. dollars 5,371,619 - 5,371,619
Canada Canadian dollars 241,400,000 - 241,400,000
Canada ® U.S. dollars 25,439,305 - 25,439,305
Denmark Danish kroner 461,660,000 - 461,660,000
Denmark ° USS. dollars 3,812,728 - 3812,728
European Community Euro 932,500,000 - 932,500,000
Finland Finnish markkaa 110,000,000 - 110,000,000
Finland Euro 46,111,884 5,000,000 51,111,884
France U.S. dollars 21,000,000 - 21,000,000
France Euro 26,195,000 - 26,195,000
Germany Deutsche mark 150,000,000 - 150,000,000
Continued

10



Debt Relief Trust Fund
Notes to the Special Purpose Financial Statements

June 30, 2011

All amourits expressed in U.S. dollars unless otherwise noted

Note 3 - Donor contributions (continued)

Inception
to
June 30, 2010

For the fiscal year
ended

Inception
to
June 30, 2011

Donor Currency (Unaudited, see Note 9) June 30, 2011 (Unaudited, see Note 9)

Germany Special Drawing Rights 35,061,000 - 35,061,000
Germany Euro 50,000,000 - 50,000,000
Greece Euro 4,500,000 - 4,500,000
Greéce U.S. dollars 1,000,000 - 1,000,000
Iceland Icelandic kronur 216,019,250 - 216,019,250
Iceland U.S. dollars 750,000 - 750,000
Ireland Irish Pounds 15,500,000 - 15,500,000
Ireland Euro 6,000,000 - 6,000,000
Italy U.S. dollars 98,720,000 - 98,720,000
Japan Japanese yen 12,705,000,000 - 12,705,000,000
Japan U.S. dollars 147,996,741 - 147,996,741
Korea, Republic of U.S. dollars 10,000,000 - 10,000,000
Luxembourg Luxembourg francs 16,000,000 - 16,000,000
Luxembourg b U.S. dollars 142,310 - 142,310
Netherlands Netherlands guilders 75,600,000 - 75,600,000
Netherlands Euro 104,870,000 - 104,870,000
Netherlands ° U.S. dollars 24,672,145 - 24,672,145
Netherlands ° U.S. dollars 146,343,701 - 146,343,701
New Zealand New Zealand dollars 3,200,000 - 3,200,000
Nordic Development Fund U.S. dollars 31,826,108 1,410,010 33,236,118
Norway Norwegian kronor 1,538,830,000 - 1,538,830,000
Norway U.S. dollars 65,200,000 - 65,200,000
Norway b U.S. dollars 5,053,207 - 5,053,207
Portugal U.S. dollars 15,000,000 - 15,000,000
Russian Federation U.S. dollars 25,000,000 - 25,000,000
Spain U.S. dollars 125,000,000 - 125,000,000
Sweden Swedish kronor 865,000,000 - 865,000,000
Switzerland Swiss francs 145,000,000 - 145,000,000
United Kingdom Pounds sterling 9,000,000 - 9,000,000
United Kingdom Special Drawing Rights 31,500,000 ) 31,500,000
United Kingdom U.S. dollars 353,500,000 - 353,500,000
United Kingdom b U.S. dollars 12,691,366 - 12,691,366
United States U.S. dollars 674,557,500 - 674,557,500

Units of Account (U.A.) is the monetary unit used by the AfDB. 1 U.A. =1 SDR (Special Drawing Right).

The contribution amounts represent the donor’s original contribution into the Interest Subsidy Fund (ISF), which are no longer
required for ISF’s original purpose.
In addition, the Netherlands contributed $20 million (Unaudited, see Note 9) through the trust fund for debt relief provided by
the IMF to Zambia over and above the debt relief called for under the HIPC Debt Initiative. This amount is not included in
the Netherlands contribution amount as presented the table above.

11



Debt Relief Trust Fund
Notes to the Special Purpose Financial Statements

June 30,2011
All amounts expressed in U.S. dollars unless otherwise noted

Note 4 - Contributions receivable

Contributions receivable represent unconditional amounts pledged by donors in agreements signed with

the Administrator, less cash payments received in settlement of the pledges. A summary of Contributions

receivable from donors is as follows:

June 30, 2011 June 30, 2010
U.S. dollar U.S. dollar
Donor Currency Amount equivalent Amount equivalent
Austria Euro -3 - 3,930,000 $ 4,829,184
Germany SDR - - 13,154,000 19,453,450
Netherlands Euro - - 22,820,000 28,041,216
Norway Norwegian kroner - - 107,164,000 16,577,307

Total contributions receivable

- $68,901,157

Note 5 - Notes receivable

Notes receivable from donors represented by governments,

governmental agencies and multilateral

organizations are received in the form of non-negotiable, non-interest bearing promissory notes.

A summary of Notes receivable by donor is presented below.

June 30, 2011 June 30, 2010
U.S. dollar U.S. dollar
Donor Currency Amount equivalent Amount equivalent
AMDB? Units of account 18,700,000  $§ 29,928,415 18,700,000 $ 27,655,430
U.S. dollars 9,418,887 9,418,887 - -
United States U.S. dollars - - 74,557,500 74,557,500
Total notes receivable $ 39,347,302 $102,212,930

Notes receivable from the AfDB can and are anticipated to be relieved by an offsetting credit associated with
debt relief provided by the AfDB to its HIPC borrowers. As of June 30, 2011 and 2010, Notes receivable in
the amount of $361,553,034 (Unaudited, see Note 9), have been used for debt relief and are included in debt
relief disbursements of the Trust Fund. As such, AfDB contributions and disbursements are non-cash

transactions.

12



Debt Relief Trust Fund
Notes to the Special Purpose Financial Statements

June 30, 2011
All amounts expressed in U.S. dollars unless otherwise noted

Note 6 - Net investment income

Net investment income consists of the Trust Fund’s allocated share of the following: interest income
earned by the Pool, realized gains/losses from sales of securities, and unrealized gains/losses resulting
from recording the assets held by the Pool at fair value, with the exception of net investment income on
funds contributed by Denmark. Net investment income pertaining to Denmark’s contribution is accrued
in a separate trust fund, and refunded to Denmark on a periodic basis. Net investment income in the
amounts of $15,326,603 and $622,445,028 (Unaudited, see Note 9) was credited to the Trust Fund during
the fiscal year ended June 30, 2011 and for the period from Inception to June 30, 2011, respectively,

based on its allocated share of the cash and investments in the Pool.

Note 7 - Debt relief disbursements

The specific mechanism for debt relief used by the Trust Fund (e.g., prepayment of debt, commitment to
cover debt service as it falls due, clearance of arrears or the purchase and subsequent forgiveness of debt)
is determined by the Administrator in consultation with and/or agreement with each respective debtor,

creditor and donor.

In the event of a purchase and subsequent forgiveness of debt, the purchase price approximates the net
present value of future cash flows of the debt. The discount rates used in détermining the purchase price
are the applicable currency specific Commercial Interest Reference Rates (CIRRs) published monthly by

the Organization for Economic Cooperation and Development (OECD).

As of June 30, 2011, the Administrator had agreed to provide debt relief under the Enhanced Framework
to 36 HIPC and reimbursed IDA for the debt relief of 27 of these HIPC, to the extent resources are
- available in the IBRD/IDA component of the Trust Fund. As of June 30, 2011, the resources of the
IBRD/IDA cbmponent of the Trust Fund have been fully disbursed to IDA.

13



Debt Relief Trust Fund

Notes to the Special Purpose Financial Statements
June 30, 2011
All amounts expressed in U.S. dollars unless otherwise noted

Note 7 - Debt relief disbursements (continued)

Further, during the fiscal year ended June 30, 2011, the following donors have elected to disburse their
contributions to the Trust Fund to IDA as their contributions to the IDA 15" replenishment:

Amount in Amount in
Donor Currency Currency U.S. dollar
Austria Euro 3,930,000 $ 5,372,900
Netherlands Euro 22,820,000 32,148,816
Norway Norwegian kroner 107,164,000 18,144,016

Total disbursed to IDA as contributions to IDA 15% replenishment $55,665,732

A summary of debt relief disbursements by creditor for the fiscal year ended June 30, 2011, and for the

period from Inception to June 30, 2011 and is as follows:

Inception Inception
to For the fiscal year - to
June 30, 2010 ended June 30,2011

Creditor (Unaudited, see Note 9) June 30,2011 (Unaudited, see Note 9)
Regional and Sub-regional
creditors
AfDB’ $2,490,807,225 $57,050,033 $2,547,857,258
BOAD 45,236,244 - 45,236,244
CABEI 308,436,163 - 308,436,163
CAF 55,593,740 - 55,593,740
CDB 6,479,020 - 6,479,020
CMCF 2,447,000 - 2,447,000 ‘
EADB 4,342,731 - 4,342,731
FONPLATA 18,654,094 - 18,654,094
IDB 204,758,402 - 204,758,402

$3,136,754,619 $57,050,033 $3,193,804,652
International Financial
Institutions
IDA 2,946,611,609 55,665,732 3,002,277,341
IFAD 174,061,978 52,034,318 226,096,296
IMF 43,505,922 - 43,505,922
NDF 28,835,612 4,164,178 32,999,790
Total debt relief disbursements $6,329,769,740 $168,914,261 $6,498,684,001




Debt Relief Trust Fund

Notes to the Special Purpose Financial Statements
June 30, 2011
All amounts expressed in U.S. dollars unless otherwise noted

Note 8 - Fair value of financial instruments »

As discussed in Note 2, the cash and investments of all trust funds administered by the World Bank
Group are managed in a pooled investment portfolio. The Trust Fund’s share in the pool is not traded in
any market; however, the underlying assets within the Pool are traded and are reported at fair value. All
investment decisions are made and performance monitored at the Pool level. The disclosure on fair value
measurement and fair value hierarchy is therefore at the Pool level. The fair value amount of the Trust

Fund’s share of the cash and investments in the Pool at the end of each reporting period is also disclosed.

Fair Value Measurements

IBRD, on behalf of IDA as Administrator, has an established and documented process for determining
fair values. Fair value is based upon quoted market prices for same or similar securities, where available.
Financial instruments for which quoted market prices are not readily available are valued based on
discounted cash flow models. These models primarily use market-based or independently-sourced market
parameters such as yield curves, interest rates, volatilities, foreign exchange rates and credit curves, and
may incorporate unobservable inputs. Selection of these inputs may involve some judgment. The Pool
may include financial instruments such as government and agency obligations, time deposits and money
market instruments, asset-backed securities, securities purchased under resale agreements and securities

sold under repurchase agreements, and derivatives.
The techniques applied in determining the fair values of financial instruments are summarized below.

Government and agency obligations and asset-backed securities

Where available, quoted market prices are used to determine the fair value of government and agency
obligations and asset-backed securities. When quoted market prices are not readily available, fair values
are determined using model-based valuation techniques, either internally-generated or vendor-supplied,
that include the standard discounted cash flow method using market observable inputs such as yield

curves, credit spreads, and prepayment speeds, foreign exchange rates, and funding spreads.

Time deposits and money market instruments
Time deposits and money market instruments, unless quoted prices are available, are reported at face

value, which approximates fair value.

Securities purchased under resale agreements and securities sold under repurchase agreements
Securities purchased under resale agreements and securities sold under repurchase agreements are

reported at face value, which approximates fair value.
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June 30, 2011 .
All amounts expressed in U.S. dollars unless otherwise noted

Note 8 - Fair value of financial instruments (continued)

Derivative contracts

Derivative contracts include currency forward contracts, currency swaps and interest rate swaps and
mortgage-backed securities TBAs. Derivatives are valued using the standard discounted cash flow
methods using market observable inputs such as yield curves, foreign exchange rates, basis spreads and

funding spreads.

Fair Value Hierarchy
Financial instruments representing the pooled investments for all trust funds administered by the World
Bank Group are recorded at fair value and are categorized based on inputs to the valuation techniques as

follows (in order of priority placed on the inputs):

Level I:  Financial instruments whose values are based on unadjusted quoted prices for identical
instruments in active markets.

Level 2: Financial instruments whose values are based on quoted prices for similar instruments in
active markets; quoted prices for identical or similar instruments in markets that are not
active; or pricing models for which all significant inputs are observable, either directly or
indirectly for substantially the full term of the instrument.

Level 3: Financial instruments whose values are based on prices or valuation techniques that require

inputs that are both unobservable and significant to the overall fair value measurement.

When the inputs used to measure fair value fall within different levels of the hierarchy, the level within
which the fair value measurement is categorized is based on the lowest priority level input that is
significant to the fair value measurement of the instrument in its entirety. Thus, a Level 3 fair value
measurement of the instrument may include inputs that are observable (Level 2) and unobservable

(Level 3).

As of June 30, 2011 and June 30, 2010, the Pool does not have any financial instruments measured at fair

value on a non-recurring basis.
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Note 8 - Fair value of financial instruments (continued)

The following tables present the Pool’s fair value hierarchy for financial instruments measured at fair

value on a recurring basis as of June 30, 2011 and June 30, 2010. Payables and receivables associated
with the investment activities and cash are not included in the fair value hierarchy table and their carrying
amounts approximate their fair values. The Trust Fund’s allocated share of the Pool’s financial

instruments may hold varying proportions among the three levels.

In millions of U.S. dollars

Fair Value Measurement on a Recurring Basis
as of June 30, 2011

Level 1 Level 2 Level 3 Total*

Government and agency obligations $ 3794 $ 6,783 $ - $ 10,577
Time deposits and money market instruments 903 10,390 - 11,293
Asset-backed securities ) 3,586 7 3,593
Securities purchased under resale agreements and securities - (752) - (752)
sold under repurchase agreements, net :

Derivatives, net - (154) - (154)
Total of financial instruments in the Pool at fair value $ 4,697 $ 19,853 § 7 $ 24,557

In millions of U.S. dollars

Fair Value Measurement on a Recurring Basis
as of June 30, 2010

Level 1 Level 2 Level 3 Total
Government and agency obligations $ 4766 $ 7233 $ - $ 11,999
-Time deposits and money market instruments 801 6,426 . - 7,227
Asset-backed securities' ) 3,075 2 3,077
Securities purchased under resale agreements and securities (303) 13) - (316)
sold under repurchase agreements, net
Derivatives, net - (53) - (53)

Total of financial instruments in the Pool at fair value $ 5,264 $ 16,668 $ 2 $ 21,934

' Certain reclassifications of the prior year’s information have been made to conform to the current year’s presentation. Specifically, purchases
and sales of mortgage-backed securities TBAs have been reclassified out of asset-backed securities into derivatives as well as payables and
receivables in the Pool. The effects of the mortgage-backed securities TBAs reclassification were, a $689 million decrease in asset-backed
securities, a $6 million increase in derivatives, net, and a $683 million decrease in net payables for investments purchased. Therefore, the

reclassifications had no impact on the net asset value of the Pool for the fiscal year ended June 30, 2010.
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Note 8 - Fair value of financial instruments (continued)

In the Pool, the carrying value of securities pledged as collateral under repurchase agreements as of

June 30, 2011 and June 30, 2010 was $751 million and $316 million, respectively. Under resale
agreements, IBRD has not received securitiés as collateral as of June 30, 2011 and June 30, 2010. During
the fiscal years ended June 30, 2011 and June 30, 2010, neither transfers between levels nor securities in

Level 3 were significant. Therefore, no further disclosures on these items are included.

Financial risks related to the Pool
The Trust Fund is exposed to credit risk on its share of the cash and investments in the Pool. IBRD limits
investments to those financial instruments with minimum credit ratings in the U.S markets or equivalent

as follows:

e Time deposits and money market instruments - issued or guaranteed by financial institutions

whose senior debt securities are rated at least A-;

e Government and agency obligations - issued or unconditionally guaranteed by government

agencies rated at least AA- if denominated in a currency other than the home currency of the
issuer, otherwise no rating is required. Obligations issued by an agency or instrumentality of a
government, a multilateral organization or any other official entity require a minimum credit
rating of AA-;

e  Asset-backed securities - minimum rating must be AAA; and

e Derivatives - counterparties must have a minimum rating of A+.

The Trust Fund’s Share of the Cash and Investments in the Pool

The Trust Fund’s share of the cash and investments in the Pool, which was allocated based on the specific
investment horizons, risk tolerances and other eligibility requirements pursuant to the agreements, has a
fair value of $1,058,490,805 as of June 30, 2011 ($1,053,200,056 as of June 30, 2010). As of June 30,
2011, $124,333,092 (842,422,288 as of June 30, 2010), has been committed for specific debt relief

operations and is restricted.
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June 30, 2011
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Note 8 - Fair value of financial instruments (continued)

As of June 30, 2011, the Trust Fund’s share in the 15001 is invested in a sub-portfolio of which
approximately 71% (71% as of June 30, 2010) of the securities are rated at least AA and 100% (100% as
of June 30, 2010) of the securities rated at least A+. As at June 30, 2011, this Pool sub-portfolio is

invested in the following types of instruments: 31% (38% as of June 30, 2010) in time deposits,
48% (48% as of June 30, 2010) in government and agency obligations and the remaining

21% (14% as of June 30, 2010) in asset-backed securities.

Note 9 - Inception to date amounts

For fiscal years beginning on or after July 1, 2008, the Trust Fund’s special purpose financial statements
are audited by KPMG LLP, who has expressed unqualified audit opinions on each set of annual special
purpose financial statements. In addition, the set of special purpose financial statements for the period
from Inception to June 30, 2008 were audited by other auditors, who expressed an unqualified audit
~ opinion thereon, dated November 30, 2008. As a result, all activity from Inception to June 30, 2011 has
been subject to audit by different audit firms. However, because the amounts for the period from
Inception to June 30, 2008 were not audited by KPMG LLP, the cumulative amounts have been labeled
‘Unaudited’.

Note 10 - Subsequent events

Management has evaluated subsequent events through October 28, 2011, the date the special purpose

financial statements were available to be issued.
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