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This Annual Review reports against progress made between 1 January 2019 and 31 December 2019. This is the second Annual Review for the UK Sustainable Infrastructure Programme in Latin America (SIP-LA). The programme has scored a B - Outputs have moderately not met expectations.

A. SUMMARY AND OVERVIEW 
Description of programme 
The Sustainable Infrastructure Programme Latin America (SIP-LA) is a £177.5m bilateral programme funded by UK International Climate Finance (ICF) and delivered by the Inter-American Development Bank (IDB). SIP-LA supports partner countries to achieve their emission reduction commitments by mobilising private investment into low-carbon infrastructure. The programme provides public sector technical assistance alongside private sector technical assistance and blended finance investments. It works with four partner countries: Brazil, Colombia, Mexico, and Peru. 
SIP-LA is implemented across both the public and private sector arms of IDB Group. IDB Climate Change Division leads on engagement with partner governments and the delivery of public sector technical assistance activities. IDB Invest, IDB’s investment arm, manages the blended finance component and the private sector technical assistance activities.
Summary of progress and supporting narrative for the overall score in this review 
This is the second Annual Review for the Sustainable Infrastructure Programme Latin America (SIP-LA). It is too early to assess progress made against the outcomes of the programme. Whilst the programme has delivered technical assistance across its four target countries, it is yet to make any blended finance investments. 
Progress on Outputs:
The programme has achieved its milestones for Year 2 against Output 1 for technical assistance.
SIP-LA does not have any milestone to assess progress against Output 2 which assess its blended finance activities. This is because the milestones are being reprofiled. SIP-LA 2018 Annual Review recommended that BEIS and IDB review the programme log frame and reprofile the output and outcome milestones that assess blended finance investments (Output 2). This was because the original milestones did not factor in the time-lag between project origination and operationalisation. The 2018 Annual Review also recommended that BEIS and IDB restructure the log frame. This has taken longer than originally anticipated because of the impacts of COVID-19 lockdown, team changes and emerging requirements in the review scope. IDB and BEIS are currently working to reprofile milestones and consider whether achievement should be extended beyond the original programme completion date of November 2022. 
Progress on Output 2 (which relates to the programme’s blended finance) was slow over the review period and the programme has not yet made any capital investments. This is primarily attributable to two factors. First, in 2019 the political context and change in administrations in Mexico, Peru and Brazil significantly impacted the ability for IDB to make investments with SIP-LA funds. In Peru, a change in political priorities and the impact on key markets affected IDB’s ability to identify suitable investments and develop a pipeline. There were two investments approved by BEIS in 2019 which were expected to yield results, however policy and regulatory changes in relevant sectors in Brazil and Mexico contributed to the withdrawal and postponement of SIP-LA funds from the investments. Second, latent delays in developing a blended finance portfolio in 2018 of operation impacted the availability of suitable investments across the region for the following year. IDB had not developed a diverse pipeline capable of responding to the changing political contexts in 2019. Despite this, wider programme progress in 2019 resulted in IDB establishing a blended finance pipeline by using the foundations laid through successful technical assistance. As a result, IDB has presented two investments to BEIS, who have provided ‘no-objection’ so far in 2020.
Progress on the portfolio:
Mid-way through the 2019 review period BEIS and IDB instigated a review of the programme – primarily to address recommendations concerning milestones. The review was prompted by concerns about pipeline coherence and achieving a portfolio vision in the four partner countries. IDB identified a risk that blended finance investments may not be made in all four partner countries, highlighting in particular the difficulties experienced in Peru. BEIS and IDB teams worked together to initiate a review which would refine elements of SIP-LA and develop tools to guide the strategic approach to the portfolio in each of the four partner countries. So far, the log frame is being updated and a Value for Money (VfM) framework has been developed. IDB and BEIS are currently working on the development of frameworks for each country that will articulate an overarching strategy for achieving partnership aims. The reprofiling of blended finance milestones will also be considered by BEIS and IDB upon completion of the log frame. This work is ongoing and has required a lot of both IDB and BEIS’ programming teams’ resource. There is a risk that, while this review is executed, delivery is further delayed. BEIS have instructed IDB to pause investment proposals until the strategic review is complete, this has resulted in the IDB finding alternative funding sources for two investments from the SIP-LA investment pipeline for 2020. However, the improvements made to SIP-LA should ultimately ensure programming is more efficient, tailored to delivering transformational change across the region and aligned with HMG best practice. 

Monitoring and Evaluation:
A key milestone for the monitoring and evaluation of the programme was the completion of SIP-LA Baseline Study. IDB contracted Accenture, a global consultancy firm, to set a qualitative and quantitative baseline to inform a better understanding of SIP-LA impact over time and to provide insights on potential opportunity areas. The findings of the study will be used to inform programming, particularly at the scoping stage. IDB will reference this report in the proposals of investments and technical assistance to BEIS. The report will also be used to inform the content of the evaluation plan for the remainder of the programme’s lifetime.
Progress on recommendations:
SIP-LA has made some progress in achieving the recommendations of SIP-LA 2018 Annual Review, although timely completion of some recommendations has been delayed by staff changes in the BEIS team and COVID-19 impacts. Importantly, SIP-LA now has a strong pipeline and BEIS has given ‘no-objection’ approval to two sizable investments in the first half of 2020. It’s expected that the remaining recommendations will be completed in Autumn 2020. SIP-LA has received increased visibility regionally due to increased engagement of embassies and subsequent profiling of the programme through diplomatic channels. 
In addition to the recommendations set out in the 2018 Annual Review, BEIS and IDB are working to strengthen elements of SIP-LA’s governance. This includes developing a VfM Framework that can support programme monitoring alongside the Log frame. BEIS and IDB are also working to incorporate strategic outlines for each SIP-LA country into SIP-LA’s project processes. These measures are expected to be completed in Autumn 2020.

Progress against recommendations from the last review
	Recommendation
	Progress

	1. BEIS and IDB to update the log frame to ensure there is a valid results chain and coherent expression of the changes expected. This should include a redefinition of Output indicators to better capture the results expected from technical assistance activities. Expected result targets should also be updated for future years. BEIS and IDB to agree revised log frame by December 2019.
	Partially achieved – BEIS and IDB have worked to revise the log frame in line with the recommendation. This has been partially delayed because of the impacts of COVID-19 lockdown, team changes and emerging requirements in the review scope. This is expected to be finalised by October 31, 2020. Targets for revised indicators and milestones are yet to be finalised. 


	2. BEIS to explore ways to improve coordination with other UK climate programming delivering TA in the region. Plans in place by October 2019.
	Achieved - BEIS has established regular ICF coordination meetings with UK embassy teams and increased the communication and frequency of information sharing with other UK climate programmes delivering TA in the Latin America region.

	3. BEIS and IDB to develop a standard protocol for engagement with the British Embassy (BE) network in order to improve coordination between other UK climate programmes, identify opportunities to maximise climate policy impact and deliver strong UK visibility. Protocol agreed by October 2019.
	Achieved – BEIS has increased engagement with UK embassy teams through bi-monthly programming updates. The visibility of the programme has been improved through dissemination activities and particularly the UK-Climate partnership in Colombia. 

	4. BEIS and IDB to formally discuss the blended finance pipeline (including upcoming and prospective operations) at least biannually with a focus on additionality, transformational change and finance leveraged. Plans in place by September 2019.
	Achieved – IDB have provided BEIS with an indicative blended finance pipeline. BEIS has requested that IDB incorporate the pipeline into the strategic country frameworks that are in development, projects should be listed with indicative attrition rates. IDB and BEIS discuss SIP-LA blended finance pipeline biannually. 

	5. BEIS and IDB to reprofile targets for Output 2 results and revalidate assumptions on operating start dates. BEIS to complete modelling by October 2019.
	 Not-achieved – The reprofiling of milestones has not been achieved because the decision was taken by BEIS to finalise this after the revised log frame was agreed. This has taken longer than anticipated because of the impacts of COVID-19 lockdown, team changes and emerging requirements in the log frame review scope. IDB and BEIS are currently working to reprofile milestones and consider whether achievement should be extended beyond the original programme completion date of November 2022. This will be complete by 31 January 2021. 

	6. BEIS and IDB to define relevant VfM performance indicators. Indicators agreed by November 2019.
	Partly Achieved - VfM indicators have been drafted by BEIS and IDB. They define relevant measures at blended finance project and portfolio level and TA project and portfolio level. These have not been finalised because the decision was made to align approval with the revised log frame which has been delayed (See 1). This is expected to be finalised by October 31, 2020. 

	7. BEIS to maintain oversight of IDB managed evaluation activities and conduct an internal stocktake of progress and quality upon receipt of the final baseline evaluation. Stock-take complete by December 2019. 
	Achieved - SIP-LA Baseline Study, was completed in 2019, representing the first of the planned evaluation activities for the programme. BEIS oversaw the management of the baseline study and were engaged in the process. The subsequent evaluation plan will be developed in accordance with section 9.5 of the administration agreement.
 

	8. BEIS and IDB to develop a methodology (KPI 15 Methodology) which outlines how the programme’s likely transformational impact can be monitored on an annual basis. Methodology complete by December 2019.
	Partially achieved – BEIS has developed a draft methodology for KPI15. This requires further discussion and sign off by IDB. This was not completed due to resource constraints and team changes within BEIS project and analyst teams. BEIS and IDB should hold a workshop by 28 February 2021 to develop an agreed methodology for KPI15 evaluation.



Major lessons and recommendations for the year ahead
The key lessons learned from 2019 relate to an improved understanding by BEIS of the time needed to develop an investment pipeline capable of delivering SIP-LA’s objectives and a better sense of political and market risk to programme delivery.
Pipeline development and project origination – the lack of progress in achieving SIP-LA’s blended finance Outputs over the review period is partly attributable to the time needed to develop a suitable investment pipeline capable of delivering investments in SIP-LA’s markets. The Business Case anticipated it would take around six months to build a pipeline, but in reality, it has taken closer to eighteen months on average. SIP-LA’s blended finance project proposals must meet several eligibility criteria relating to mitigation impact, additionality, and transformational change. SIP-LA is an innovative programme working in unestablished market environments. Subsequently, a key learning over the review period was the time needed to develop a pipeline of projects capable of meeting SIP-LA’s objectives. A further learning was the added value of systematically building in views from UK embassy teams during project origination. UK embassy teams can add substantial value to SIP-LA project origination by providing insight on HMG priorities and links to other UK programmes. BEIS has subsequently worked with IDB to develop processes that ensure that UK embassy teams, including BEIS staff in post, are involved in SIP-LA project origination with IDB country teams at an early stage. A third key learning from the review period is the need for sufficient governance arrangements to ensure that project origination in country is led by a strategic approach to the whole portfolio. The inclusion of views from UK embassy teams at project origination can add further value in this respect.
As a result of these measures SIP-LA now has an improved pipeline that is delivering investment proposals that better align with HMG priorities in the region and fit with a more coherent vision for SIP-LA. Further work is needed to formalise some of the governance arrangements and to fully incorporate the views from UK embassy teams in project origination. This includes work to outline and agree strategic objectives for each of SIP-LA countries that can be used to align project proposals with SIP-LA’s transformational objectives. 
In addition, IDB and BEIS have learnt that linking investments with successful technical assistance is a crucial factor in facilitating strong and resilient investment pipelines. For example, in 2019 SIP-LA delivered technical assistance to support the Government of Colombia in strengthening its institutional, technical, and regulatory capabilities in promoting the adoption of non-conventional renewable energy within their electricity generation matrix. The outcomes from this project directly led to the development of a blended finance project proposal for renewable energy in Colombia. 
IDB and BEIS should continue to coordinate with other programmes delivering technical assistance across Latin America when considering the blended finance pipeline.
The BEIS and IDB teams should continue to draw upon UK embassy teams which hold strong relationships with government stakeholders in the partner countries.
There has been a lack of blended finance investments in 2019 because the programme did not have a full and robust pipeline. It took longer than expected to build an accurate investment pipeline and for projects to proceed from eligibility to operation. At the point of Business Case writing, steps and timeframes required to build a pipeline were not accurately anticipated - the original log frame expected investments to be made in years one and two of operation. Constructively, in 2019, detailed market scoping and frequent country dialogues contributed to the development of programme pipelines for 2020. 
Political context - There have been key lessons learned regarding the risk of changing policy contexts on SIP-LA deliverability and programming. Difficulties making blended finance investments in Mexico, Peru, and Brazil in 2019 have facilitated programmatic learning. Detail is provided within Section C. There was a risk identified that regulatory and policy change in the region could affect programme delivery, this risk materialised in 2019 as changing administrations contributed to the lack of investments. However, strong political engagement during transitionary periods was identified as a key success factor by IDB in continuing to deliver technical assistance regionally. 
The effects of policy changes should be closely observed. IDB’s response should continue to be delivered through dialogues at both the senior public sector level and the technical level to ensure changes in policy environments are understood properly. The diplomatic channels and strong relationships that the UK has with key stakeholders in partner governments should be drawn upon to mitigate political decisions impacting the programme negatively. This will be facilitated through further engagement by IDB with colleagues in post regarding both technical assistance and blended finance.
Market conditions – IDB have identified over the reporting period a risk that blended finance investments may not be made in all four partner countries - IDB highlighted the difficulties experienced in Peru in particular. IDB have noted that, despite a challenging short term context dominated by strong liquidity in the market, integrity challenges and a lack of local currency financing by IDB, the fundamentals of the economy should support a vibrant infrastructure and energy sector in the years to come. 
 Key Recommendations for the year ahead
	R1 – Monitoring and Delivery: IDB should reprofile milestones for Output 2 and consider in collaboration with BEIS whether achievement should be extended beyond the original programme completion date of 2022. To be completed by 31 January 2021. 

	R2 – Monitoring: BEIS and IDB should finalise the update of the log frame to ensure there is a valid results chain and coherent expression of the changes expected. Expected result targets should also be updated for future years. BEIS and IDB should agree the revised log frame by October 31, 2020.

	R3 – Monitoring: BEIS and IDB to develop an agreed methodology for KPI15 by 28 February 2021. This will ensure clarity in SIP’s transformational aims and enable it to receive a KPI 15 (Transformation) rating in Year 3 of operation.

	R4 - Delivery: IDB to draft and agree with BEIS a strategic outline for what SIP-LA will achieve in each of its partner countries by 31 October 2020.

	R5 – Delivery: Technical Advisors from both IDB and IDB Invest and Country Climate Change Specialists should attend monthly meetings with the four embassies effective immediately.

	R6 – Evaluation:  IDB should reference relevant evidence from key SIP-LA governance tools in proposals presented to BEIS, effective immediately  

	R7 – Visibility: IDB should commission a communication strategy for UK branding, visibility, and positioning by 31 December 2020 and deliver this strategy by 31 January 2021.

	R8 – Evaluation: BEIS to draft a timeframe and plan for the programme’s evaluation activities for approval with IDB by 31 December 2020. 

	R9- Risk: IDB to monitor the impact of covid-19 on programme delivery and add a standing item to update to monthly programming meetings, effective immediately



B: THEORY OF CHANGE AND PROGRESS TOWARDS OUTCOMES 
Summarise the programme’s theory of change 
SIP-LA delivers sustainable infrastructure projects where the perceived financial risk is high. The programme deploys technical assistance to overcome market barriers to investment alongside blended finance to leverage larger volumes of private capital into low-carbon projects. These three components seek to achieve transformational change in the markets of Peru, Mexico, Brazil, and Colombia across the duration of the programme. Getting projects off the ground by linking investment finance with technical assistance is a key feature of the programme. 

The programme works with countries experiencing rapid urbanisation and growing industrial activity to demonstrate that growth can be effectively decoupled from emissions. Partnering with middle-income countries can also provide the necessary conditions for more difficult, complex, and innovative interventions. The region also presents opportunities for the UK to strengthen the coherence of UK programming and amplify existing climate diplomacy efforts. 

Public sector technical assistance activities are designed to support partner governments build the right regulatory frameworks e.g. legal advice to standardise Power Purchase Agreements, assistance to design feed-in tariffs or expertise in conducting renewable energy auctions. Private sector technical assistance activities are designed to tackle barriers to private investment in sustainable infrastructure e.g. legal and financial advisory services for project structuring. This could also include training for commercial banks and stock exchanges on green bond standards and issuances. These activities are also informed by a series of private sector engagement events such as investor roundtables. 
The programme strategically deploys concessional finance to de-risk and attract private investment into novel and innovative projects. Relatively small injections of funding are deployed on concessional terms to leverage larger volumes of private capital into sustainable infrastructure. These projects are not currently being financed by the market as commercial investors consider the financial risks too high.
Rating of transformational impact (KPI 15) 
There is currently insufficient evidence to assess the likelihood of transformational impact due to the programme’s early stage in operation and delays to programming. The programme is therefore rated 1 – no evidence yet available. 
Describe where the programme is on/off track to contribute to the expected outcomes and impact. What action is planned in the year ahead? 
There are not currently any milestones for Output 2 which measures blended finance. However, a lack of investments in 2018/19 indicates that there is a risk that the programme will not achieve its expected results by the end of the programme (November 2022). The programme is on track in relation to technical assistance (Output 1) at both the output and outcome level. Three out of four of the technical assistance Output indicators surpassed expected targets in 2019. The reprofiling of the blended finance milestones will improve the accuracy of future programme monitoring. Slow progress is attributed to delays in pipeline development and inaccurately forecasted impacts of political transitions on blended finance investments. 
The year ahead is crucial for the programme. It is vital that blended finance investments are made and a strategic vision for each partner country is agreed upon in order to satisfy continued investment. Key improvements in governance and strategy are expected to improve the strategic approach to the portfolio. Consultations with partner governments are planned for 2020. Ensuring UK embassy teams are engaged in this process should assist in identifying a comprehensive and targeted strategy for delivering blended finance and technical assistance in response to national requirements and targets. 
Has the log frame been updated since the last review? 
BEIS and IDB are in the process of reviewing the log frame in line with the recommendations from the 2018 Annual Review. Progress in finalising the log frame has been impacted by changes in the BEIS delivery team and unanticipated resourcing constraints caused by the COVID-19 lockdown. It is anticipated that BEIS and IDB will finalise and agree a revised log frame by 31 October 2020.
Justify whether the programme should continue, based on its own merits and in the context of the wider portfolio 
In 2019 the receipt of successful technical assistance projects, paired with the findings of the baseline evaluation, show there is considerable appetite across the private sector and partner governments to use SIP-LA to catalyse low-carbon transitions in sustainable infrastructure sectors. UK diplomatic networks have noted that there is considerable support and interest in the programme from key stakeholders in Latin America. Despite delays in making blended finance investments, the programme has improved its performance since the last review period and BEIS and IDB have devoted considerable time and resource to improving monitoring tools and programming governance. 
The programme should continue for the following reasons:
1. Improved understanding of political influence: SIP-LA is a large and ambitious programme with a high-risk appetite operating across four unique and challenging sectoral contexts by design. The impacts of political factors on the availability of concessional investments are now more clearly understood, which will assist in the accuracy of pipeline development going forward. 
2. IDB have developed a pipeline for SIP-LA’s blended finance investments: Project proposals are more regularly submitted to BEIS and giving greater confidence there will be a regular flow of investments made in the year ahead and that the programme will deliver its expected outcomes.
3. SIP-LA is delivering benefits to other programmes: There has been significant improvement in the links between SIP-LA and other UK technical assistance programmes in the region. Notably, the link between successful technical assistance and the development of bankable sustainable infrastructure projects is a principle that has extended beyond SIP-LA portfolio. Key technical assistance programmes in the region such as the UK Partnerships for Accelerating Climate Transitions (PACT) and the Prosperity Fund Green Finance programme are beginning to make the link between their technical assistance prioritisation and the blended finance opportunities SIP-LA presents. Programme leads have initiated plans to formalise communication between delivery partners which will further links in country. 
4. SIP-LA is contributing to the UK’s wider objectives: SIP-LA is a high-profile programme among partner governments that has already contributed to diplomatic engagement and raised UK visibility in the region. SIP-LA has been used as important leverage to formalise strategic energy transition objectives within the UK-Colombia Partnership and will continue to support this relationship. Similarly, the opportunities the programme presents will play an important role in lobbying partner governments to develop strong and ambitious low-carbon infrastructure targets in the run up to COP26. 
5. Improvements have been made to strategic delivery: SIP-LA Strategic Review incorporated lessons learnt into a revised log frame and development of a holistic vision for SIP-LA’s delivery across its four partner countries. IDB will continue to undertake scoping exercises that will be summarised and translated into SIP-LA objectives and tailored roadmaps for delivery in each partner country. 
Recommendation: By 31 October 2020, IDB to draft and agree with BEIS a strategic outline for what SIP-LA will achieve in each of its partner countries using blended finance and technical assistance. IDB country offices and SIP-LA teams should consult HMG embassy teams in the preparation and execution of the consultation processes to ensure coordination continues and visibility is improved.
C. DETAILED OUTPUT SCORING
	Output Title 
	Context specific (country level/project level) TA is delivered

	Output number: 
	1
	Output Score: 
	A

	Impact weighting (%):  
	25%
	Weighting revised since last AR 
	Yes

	Risk rating
	Moderate
	Risk revised since last AR?
	No


	Indicators
	Milestones
	Progress 

	
	2019
	Cumulative
	2019
	Cumulative

	1.1 Number of high-level dialogues conducted in Latin America LAC involving IDB
	4
	8
	4
	8

	1.2 Number of capacity building activities undertaken in Latin America by IDB and its contractors
	3
	6
	7
	11


	1.3 Number of technical assistance activities implemented in Latin America in relation to policy and regulatory assessment and reform
	0
	0
	1
	1

	1.4 Number of studies or activities implanted in Latin America supporting private sector investments such as pre-feasibility, design of financial instruments, project structuring. 
	8
	12
	13

	15


Briefly describe the Output and provide supporting narrative for the score. 
SIP-LA has surpassed its Output 1 milestones for 2019. The programme has significantly improved the delivery of public and private sector technical assistance. Throughout the review period, 26 technical assistance projects were delivered across the region in both the public and private sector. The projects delivered included a wide range of new activities for the programme, including sustainable infrastructure panels at COP25 and a regional Investor Leadership Network which offered a Fellowship Programme for senior-level public-sector officials to enable them to bridge the infrastructure gap through capacity building and shared experiences. 
Please see detail of all technical assistance projects delivered in 2019 in Annex A. The following sections discuss a selection of example case studies to support the quantitative results for each indicator.
Output Indicator 1.1 – This indicator met targets for 2019
High level dialogues involve structured discussions with key government counterparts to identify priority sectors which could be supported through technical assistance. The meetings conducted by IDB Country Offices, sectoral experts and IDB SIP-LA team were used to prepare the 2019 SIP-LA programming document for SIP-LA Annual meeting. Four final dialogues were developed with the Ministries of Finance in Peru, Colombia, Mexico, and Brazil. Sustainable Infrastructure priorities were identified, and targeted interventions agreed to assist in Nationally Determined Contributions (NDC) achievement.
Output Indicator 1.2 – This indicator surpassed targets for 2019
In 2019 there were two IDB Invest events hosted at COP25 and Sustainability Week 2019. At Sustainability Week 2019, SIP-LA supported the delivery of sustainable infrastructure workshops and had over 100 participants from 67 institutions holding senior roles. The success of the infrastructure focus at the regional Sustainability Week consequently facilitated the sustainable infrastructure theme at COP25 whereby IDB Invest hosted panels with infrastructure clients to discuss the application of sustainable infrastructure for large projects, affordable housing, and solar energy. IDB held five SIP-LA technical workshops in 2019, both regionally and nationally in partner countries to deliver training and strengthen institutions. 
Output Indicator 1.3 – This indicator surpassed targets for 2019
Activities in relation to policy and regulatory reform include specific diagnostics, assessments, strategies, and plans which support policy or regulatory reform. In 2019, SIP-LA provided support to the Government of Colombia to strengthen its institutional, technical, and regulatory capabilities to ensure a smooth adoption of large scale Non-Conventional Renewable Energy in their electricity generation matrix. 
Output Indicator 1.4 – This indicator surpassed targets for 2019
There was significant progress made with regard to events and activities undertaken by IDB and its contractors to build capacity within the sustainable infrastructure sector, there were three IDB Invest led operations. For example, to verify the business case that the sustainable Public-Private Partnerships (PPP) present to the whole Latin America region, a Sustainable PPP Assessment was completed by SIP-LA. The Assessment corroborated that embedding sustainability elements during the PPP structuring phase leads to cost efficiency and savings in the management of the PPP contract life cycle.
Progress on recommendations from the previous AR, lessons learned this year and recommendations for the year ahead.
	Recommendation (2018 AR)
	Status (End of Reporting Period)

	BEIS to explore ways to improve coordination with other UK climate programming delivering technical assistance in the region. Plans in place by October 2019. 

	Following this recommendation, all BEIS ICF programmes delivering in the region are now key stakeholders in SIPs project approval process. In addition, further link up has been developed between the BEIS SIP-LA team and Defra ICF teams delivering in the region. Improvements to coordination also include SIP-LA team reviewing proposals for future UK PACT interventions in September 2020 to ensure complementarity with SIP-LA pipeline. 

	BEIS and IDB to develop a standard protocol for engagement with the British Embassy network in order to improve coordination between other UK climate programmes, identify opportunities to maximise climate policy impact and deliver strong UK visibility. Protocol agreed by October 2019.
	The BEIS SIP-LA team now hold monthly meetings with relevant colleagues in each of the four embassies. In addition to improving strategic coordination, engagement has contributed to improving the coordination of UK climate technical assistance operations in all four countries. 



There has been good progress on improving coordination of SIP-LA and the wider ICF portfolio within BEIS. There are regular meetings between project leads and teams have the opportunity to comment on technical assistance proposals. There are also good governance arrangements within SIP-LA, such as the overriding management agreement that governs the development of project pipelines and ensures they aligned with the programme’s mandate. However, there is still an opportunity and a requirement within SIP-LA portfolio to produce a coherent country driven approach, which ensures that there is a comprehensive understanding for how technical assistance and blended finance will deliver transformational objectives in each partner country. Throughout the review period, discussion between IDB and BEIS agreed that strategic outlines for each SIP country should be developed as tangible Outputs of the 2020 consultations with governments (high level dialogues). 

Coordination between embassy teams and IDB is vital to ensure scoping for SIP-LA technical assistance and investments is targeted to partner government priorities and emerging markets in sustainable infrastructure. IDB engages with colleagues in post through monthly update meetings regarding technical assistance activities in country. IDB have worked to bring sectoral experts into monthly update meetings, providing embassy teams with a high-level understanding about work on the ground. IDB have also worked well with the Colombian embassy team across the year on dissemination of interventions. There is currently no protocol for UK embassy teams to receive information about scoping or delivery of blended finance investments in country. There is a risk that IDB engage embassy teams once an intervention has been approved and opportunities for feedback and coordination are lost. Further consultation at the scoping stage would allow embassies to develop stronger ICF synergies and gain valuable political insight. In addition, feedback from post across all four partner countries is that there is significant opportunity to increase the programme’s visibility, showcasing UK interventions and results. 

Recommendation: IDB Investment Officers and Sector specialists should attend monthly programming meetings with the four embassies, effective immediately. 
Describe any changes this Output, and any planned changes because of this review. 
SIP-LA 2018 Annual Review weighted Output 1 at 75% and Output 2 at 25%. This was done because SIP-LA’s year one activities were focussed on technical assistance whilst the programme developed its blended finance pipeline. For this Annual Review, the Output weightings have been revised to reflect the weightings in the business case. Output 1 is therefore weighted at 25% and Output 2 is weighted at 75%. 
Output 1 has undergone structural change as part of the aforementioned log frame review. It is planned there will be two separate Outputs for Private sector and Public sector technical assistance. Output 1 will measure public sector technical assistance only and capture the improvements made to sustainable infrastructure capacity building and regulatory environments. It will also capture the implementation of sustainable infrastructure approaches within public sector institutions. A new Output 2 will measure private sector technical assistance only, capturing how support contributes to the bankability of sustainable infrastructure projects. 

	Output Title 
	Capital Investment in sustainable infrastructure project is able to leverage the requisite private finance, increase energy efficiency and create jobs

	Output number: 
	2
	Output Score: 
	n/a

	Impact weighting (%):  
	75%
	Weighting revised since last AR 
	Yes

	Risk rating
	Major
	Risk revised since last AR?
	Yes



	Indicator(s) 
	2019 Milestone
	2019 achieved

	2.1. Private finance leveraged in investments (£)
	No milestone
	0

	2.2. Direct jobs created on infrastructure projects 
	No milestone
	0

	2.3. Level of installed capacity of clean energy generated as a result of SIP-LA Latam supported interventions 
	No milestone
	0



Briefly describe the Output and provide supporting narrative for the score.
Description of the Output:
This Output relates to the provision of blended finance for sustainable infrastructure investments. The programme deploys relatively small volumes of concessional funding in order to deliver investments in nascent sectors where there is a high-risk perception, challenges to securing commercial lending, and where private investors deem the risk adjusted return too low. The funding provided through the programme may take the form of equity, loans, sub-debt, guarantees and other risk mitigation instruments. SIP-LA’s blended finance activities are delivered by IDB Invest, who work with project developers to create investment worthy projects. This involves screening against IDB Invest and SIP-LA eligibility criteria (including principles for additionality and minimum concessionality), conducting due-diligence work and designing a viable financial structure. 
Supporting narrative for the score:
SIP-LA does not have any 2019 milestones for Output 2. This is because the milestones are being reprofiled as per the recommendations in the 2018 SIP-LA Annual Review. SIP-LA 2018 Annual Review recommended that BEIS and IDB review the log frame and reprofile the Output and Outcome statements and milestones that assess blended finance Investments (Output 2). This was because the BEIS and IDB teams agreed that the proposed milestones were based on inaccurate projections of time taken to build a blended finance pipeline and therefore expected results would not be achieved as estimated in the Business Case. The pipeline delays are reflective of the time-lag between project origination, due diligence, construction, and operationalisation. IDB and BEIS are working to complete this reprofile in 2020. 
Although there are no milestones to assess against, progress on Output 2 has been slow and the programme has not yet made any capital investments. This is primarily attributable to two factors. 
a) In 2019, the political context and change in administrations in Mexico, Peru and Brazil significantly impacted the ability for IDB to make investments with SIP-LA funds. In Peru, changing political priorities and the consequential impact on key markets affected IDB’s ability to identify suitable investments and develop a pipeline. Policy and regulatory changes in relevant sectors in Brazil and Mexico contributed to the withdrawal and postponement of SIP funds from identified investments for 2019. 
b) Second, latent delays in developing a blended finance portfolio in the first year of operation (2018) impacted the identification of suitable investments across the region 2019. As part of this, IDB therefore did not have sufficient time to develop a diverse portfolio capable of responding to the changing political contexts.
BEIS and IDB have taken a number of steps within their control to improve the project origination. The improvements to governance arrangements and the development of comprehensive programming strategies for each country are aimed to ensure that SIP-LA investments are aligned with a strategic vision that will deliver SIP-LA’s transformational objectives in all four partner countries. In addition, IDB has taken a market-led approach by looking to support investments which have been made feasible through the programme’s technical assistance activities. 
Because of these steps taken, IDB has now established a blended finance pipeline and, as a result, ‘no-objection’ from BEIS has been provided for two investments so far in 2020. 
Despite progress and the improvements that have been made, there are concerns that delays may have affected the lifetime results of the programme. IDB and BEIS are working to reprofile the milestones for blended finance to reflect the time taken for pipeline development. The teams will consider whether the achievement of outcome and output 2 milestones should be extended beyond the original lifetime of the programme (November 2022). Moreover, as discussed in relation to output 1, a risk was identified that there was not adequate visibility of how SIP-LA would deliver of a holistic portfolio of complementary technical assistance and blended finance interventions across the four partner countries. Currently IDB and BEIS are working on the development of Country Frameworks, which will articulate an overarching strategy for achieving transformational aims.
Information not captured in outcome indicators
SIP-LA has made substantial progress in developing its blended finance pipeline. Despite a lack of investments reaching financial close, it is important to acknowledge the context in which SIP-LA has been operating and the work that IDB has undertaken to present blended finance investments to BEIS in 2019. Case studies are listed in Annex C. 
Describe any changes this Output, and any planned changes as a result of this review. 
This Output has been reviewed as part of the log frame review and blended finance results will be captured within ‘Output 3’, it will measure the number of investments made with SIP-LA funds, private finance leveraged and level of installed capacity of clean energy generated. 
In 2019, this Output was weighted at 25% rather than 75% as listed in the Business Case. The decision to change the weighting was taken to reflect that in the first year of implementation activities were focussed on technical assistance. The weightings have now been reverted to the original expectation of 25% to Output 1 (technical assistance) and 75% to Output 2 (blended finance). 
Progress on recommendations from the previous AR, lessons learned this year and recommendations for the year ahead.
	Recommendation (2018 AR)
	Status (End of Reporting Period)

	BEIS and IDB to formally discuss the blended finance pipeline (including upcoming and prospective operations) at least biannually with a focus on additionality, transformational change and finance leveraged. Plans in place by September 2019.
	IDB have delivered a blended finance pipeline to BEIS and submitted two TCDs which have been approved in 2020. IDB and BEIS have discussed the pipeline and developed in draft core principles which aim ensure the pipeline is focussed on additionality, transformational change and finance leveraged.

	The previous Annual Review recommended that BEIS and IDB reprofile the targets for Output 2 results and revalidate assumptions on operating start dates. The milestones for this Output are being reprofiled and teams in BEIS and IDB will consider whether milestone achievement should be extended beyond the original lifetime of the project (November 2022).
	This recommendation has not been completed due to delays in completing the Log frame review. These delays are accounted to changes to the BEIS project team in 2019 and 2020. This was compounded by team resource constraints caused by the COVID-19 lockdown.


The key lesson learnt was that direct impacts of political factors on blended finance programming could not be mitigated against. Significant policy and personnel changes within administrations have been a prominent aspect of the difficulties faced. There are no planned administration changes over the coming year, indicating that potential policy stability in partner countries could foster wider opportunities for investments across the region. Inaccurate expectations of the time taken to develop a pipeline meant that the impacts of political contexts at the project level, such as in Mexico and Brazil, could not be mitigated at the portfolio level by the delivery of additional investments from a robust pipeline. During 2019, IDB have used a market level approach to identify potential investments through the results of successful public and private policy aligned technical assistance, this has already led to the presentation of two investments to BEIS in 2020, both have received ‘‘no-objection’’. The continued delivery of successful technical assistance is likely to strengthen the regional investment pipeline. The development of such a pipeline for blended finance should allow this output to make progress on milestones in the year ahead. Particularly, IDB should consider the potential impacts of political factors throughout project origination IDB should engage with embassy teams regarding blended finance at the project and portfolio level to improve coordination. 
Recommendation: BEIS and IDB should reprofile blended finance milestones and consider whether achievement should be extended beyond the original programme completion date of 2022. To be completed by 31 January 2021. 
D: PROJECT PERFORMANCE NOT CAPTURED BY OUTPUTS 
There have been a number of additional benefits realised over the review period which sit outside of the log frame outputs. Coordinated and complementary interventions between SIP-LA and UK PACT enabled the first successful renewable energy auction in Colombia. This, in turn, increased the UK’s visibility through the UK-Colombia Climate Partnership. SIP-LA also received good visibility at COP25. Private sector technical assistance, delivered through advisory services, supported the sustainable infrastructure agenda at the event.
	Visibility and coordination in Colombia
	Colombia was the first country to sign a climate partnership with the UK. In June 2019, the UK and Colombia signed a Partnership for Sustainable Growth. It aims at accelerating efforts to reduce greenhouse gas emissions and improving efforts on resilience, to secure sustainable and low carbon development in line with the Paris Agreement. SIP-LA has both assisted in the delivery of this partnership and received increased visibility through the partnerships activities in 2019, notably SIP-LA has been used to promote private sector involvement at national and international level to enhance and accelerate the partnerships objectives. There are three areas of focus within the UK-Colombia partnership, one of which is to develop an energy transition vision. 
SIP-LA received relevant visibility by key stakeholders within the sector by providing technical assistance to support the design of the 2019 non-conventional renewable energy auctions. This technical assistance has since enabled Colombia to successfully complete the renewable energy auction.




Recommendation: IDB should use the evidence from the Baseline evaluation report to inform technical assistance and blended finance programming and reference this in proposals presented to BEIS, effective immediately. 
Recommendation: IDB should complete the process of commissioning a communication strategy for UK branding, visibility, and positioning by 31 December 2020.
Recommendation: BEIS should draft a timeframe and plan for the execution of the programme’s evaluation activities and IDB should approve this by 31 December 2020.
Recommendation: BEIS and IDB should monitor the impact of COVID-19 on programme delivery in monthly programming meetings effective immediately. 

E: RISK 
Overall risk rating:  Major
Over this review period, BEIS has monitored the following risks closely:
	ID
	Risk description 
	Risk response description
	2018 AR risk rating 
	Current Risk rating 

	Risk 1
	Delivery Risk: 
There is a risk that project activities, both technical assistance and blended finance investments, do not proceed at the pace expected following delays in year one and two.
	· BEIS to maintain oversight of the speed and quality of implementation through implementation meetings (at least monthly) with IDB and British Embassy colleagues.
· BEIS and IDB had two formal review meetings each year to assess the performance of the programme and introduce remedial actions. 
	Major
	Major

	Risk 2
	Delivery risk: 
There is a risk that blended finance investments cannot be identified within the four countries which are within SIP-LA’s sectors, and meet BEIS’s expectations of additionality, transformational change, and mobilisation of private finance.  

	· BEIS funds dedicated technical advisors within IDB Invest to ensure the blended finance operations are additional and respond to BEIS priorities. 
· BEIS policy and commercial advisers have a formal opportunity to object to a blended finance proposal. This provides an additional layer of due diligence.
· IDB is expected to present how each investment is additional, transformative and the expected volumes of mobilised capital within each proposal.
	Major
	Major

	Risk 3
	Delivery risk: 
There is a risk that, by working through a multilateral development bank, there is little UK visibility or attribution to UK funding. 
	· IDB will commission and manage a communication strategy for UK branding, visibility, and positioning.
· BEIS will disseminate SIP-LA activities and achievements to colleagues in post in a timely manner 
	Major
	Moderate

	Risk 4
	Contextual risk:
There is a risk that political support for both NDC implementation and private sector participation might change in light of the impacts of political transitions. 
	· IDB have identified alternative programming options should traction with national government be limited. For example, working closely with sub-national administrations and the private sector. 
· Technical assistance activities are subject to IDB’s Quality and Risk Review (QRR) process. This process identifies potential political, environmental, and social risks and introduces mitigating actions.
	Major
	Moderate

	Risk 5
	Delivery risk:
There is a risk that IDB’s internal processes do not align with BEIS’ M&E requirements.
	· BEIS and IDB will hold a workshop to align the content of IDB’s Annual Report with BEIS’ Annual Review.
· BEIS and IDB will agree a collaborative evaluation plan for the programme.
· BEIS and IDB will review the log frame.
	Moderate
	Moderate

	Risk 6
	Contextual:
There is a risk that SIP-LA’s interventions in each country are not aligned with other HMG priorities.
	· BEIS approves new TA and blended finance proposals to ensure SIP-LA priorities stay in line with ICF and HMG priorities.
	Moderate
	Moderate

	Risk 7
	Contextual:
There is a risk that SIP-LA technical assistance is duplicative of other HMG programmes in the region.
	· BEIS shares information about activities in the pipeline with other programmes to identify risk of duplication and if duplication risk is identified, coordinate activities with other programme managers and delivery partners.
· BEIS informs IDB of other HMG programmes in the region to allow coordination in country.
	Major
	Moderate



Certain risks have changed in terms of rating and response type over the review period, there has also been identification of new risks. 
The following risks have been downgraded:
Risk 3: This was previously a ‘major’ risk but has been downgraded to ‘moderate’. Recent events and communication through the UK-Colombia partnership have raised SIP-LA’s visibility in country and provided relevant roadmaps for replication across the region. Increased coordination with embassy teams has increased the frequency of updates available for inclusion in country communications. 
Risk 4: This was previously a ‘major’ risk but has been downgraded to ‘moderate’. Following political transitions in three out of four of the partner governments across 2018/19, feedback from embassy teams in 2019 has been that political support and demand for the opportunities presented through SIP-LA is high.
Risk 7: This was previously a ‘major’ risk but has been downgraded to ‘moderate’. All BEIS ICF programmes delivering in the region are now key stakeholders in SIP-LA’s project approval process. In addition, further link up has been developed between the BEIS SIP-LA team and Defra ICF teams delivering in the region. Improvements to coordination also include SIP-LA team reviewing proposals for future UK PACT interventions in September 2020 to ensure complementarity with SIP-LA pipeline. Embassy teams are well sighted of the ICF portfolio and engaged in the approval process of technical assistance projects.
The following actions have been taken in response to the ‘major’ risks identified throughout the review period:
Risk 1: Steps have been taken by IDB to develop a robust pipeline which should result in the frequent delivery of investment proposals to BEIS. Technical assistance activities have surpassed expectations for 2019. 
Risk 2: BEIS and IDB have formally discussed the status and direction of the blended finance pipeline at least biannually to ensure additionality and transformative potential.
The following risks have been added identified in 2020:
	ID
	Risk description 
	Risk response description
	Residual Risk rating

	Risk 8
	Delivery Risk: 
There is a risk that the impacts of the COVID-19 lockdown could affect the quality and quantity of technical assistance delivered. 
	Accept – IDB are adapting the delivery of technical assistance to a virtual approach. IDB do not anticipate this will have any significant impacts to programme delivery,
	Major

	Risk 9
	Delivery Risk:
There is a risk that SIP-LA will not be able to identify suitable investments in all four partner countries. 
	Mitigate – BEIS and IDB will define a strategic framework for what SIP-LA will achieve in each partner country. 
Mitigate – BEIS and IDB will draw upon UK diplomatic networks to support investment identification. 

	Major



Update on COVID-19 risk - SIP-LA has been affected by the impacts of the COVID-19 lockdown from Q1 2020. With regards to programming, initial analysis conducted by IDB has suggested that technical assistance delivery will be adaptable to a virtual approach. There is a risk that this could impact the quality and quantity of technical assistance delivered. 
IDB have also noted that the impact of COVID-19 on global markets has not been determined to negatively affect the ability to identify suitable investments for SIP-LA portfolio. There is a strong likelihood that there will be increased demand across Latin America for concessional finance in the sustainable infrastructure sectors as part of the ‘green recovery’ focus.
SIP-LA teams in IDB and BEIS have also been impacted by the change to working arrangements because of the COVID-19 lockdown. Both teams are now based remotely and have conducted all meetings virtually. Demand for resource within BEIS and changing working patterns has impacted efficiency of procedures. Despite this, IDB do not anticipate there will be any significant impacts to programme delivery.

[bookmark: _Hlk21353049]F: PROGRAMME MANAGEMENT: DELIVERY, COMMERCIAL & FINANCIAL PERFORMANCE 
Summarise the performance of partners and BEIS, notably on commercial and financial issues, and including consideration of VfM measures of economy and efficiency. 
Programme Development:
Over the review period, BEIS and IDB have worked to ensure that SIP-LA delivers a holistic portfolio of complementary technical assistance and blended finance interventions across the region. This has encompassed three key components: Monitoring and Evaluation, Project Governance and translating strategy to country context. In addition to improving IDB and BEIS’ understanding of respective internal processes, communication between the teams has improved significantly and productive working relationships have been developed. The finalisation of the log frame, VfM indicators and strategic country frameworks are still to be completed. 
Programme Monitoring and Evaluation 
In 2019, IDB commissioned Accenture to undertake a baseline study of SIP-LA to assess the likely impact of the programme and provide insights on potential opportunity areas. This study was received as a comprehensive scoping report rather than a full baseline study as it determined that there is ample opportunity for Mexico, Brazil, Colombia, and Peru to improve their sustainable infrastructure landscape to support the achievement of their respective NDCs commitments. There are large investment gaps across sectors and sustainable infrastructure can help increase their competitiveness while also respecting key climate change concerns. The study identified opportunities for transformational change in each of the countries with a need to diversify energy bases away from large hydropower. In each of these countries, there are opportunities to integrate sustainability concerns into national infrastructure planning arrangements. Generally, opportunities in the energy sector are perceived as the most bankable, followed by transportation. IDB considered the baseline progress report and findings in 2019 programming. The report has been formally applied to the 2020 programming work and has been a key resource to frame the scope of IDBs alignment of programming to the programme.
Communications and wider visibility
IDB were expected to deliver a Communication Strategy within six months of the programme’s management agreement entering into effect. This did not happen within this timeframe, partly due to a lack of bids to the initial request for proposals. The strategic review has impacted the delivery of this communication strategy in Year 2. The communication strategy should be continued in 2020, it will provide a plan for increasing UK visibility and engaging public and private sector actors in the region, ensuring a high-level of recognition for programme results across stakeholders, and recommending effective means of learning and knowledge dissemination. 
Finances
SIP-LA did not receive any contributions in 2019 due to the lack of blended finance investments. SIP-LA received contributions for £52 million in 2018, which converted into $68,932,963. After fees and expenses, as indicated in the administrative agreement of the program, $66,174,365 was available for financing SIP-LA operations. 
Delivery against planned timeframe
The delivery of technical assistance has surpassed expectations for this review period. However, the delivery of blended finance has been slower than expected over this reporting period as described in earlier sections.

Performance of partnership
The UK is a key partner for IDB. In addition to SIP-LA, the UK Department for Environment, Food and Rural Affairs (DEFRA) partners with IDB on ICF funded programmes which support sustainable agriculture in Brazil and a Blue Carbon initiative in Central America and the Caribbean. This support helps reinforce the UK’s climate ambition and expectation for IDB to continue to demonstrate its international climate leadership. SIP-LA gives policy leads within IDB greater space to advocate for climate interventions and demonstrate the need to mobilise greater sources of climate finance. The intention is that this is replicated and scaled by IDB and other donors. 
The UK, though a small shareholder, has a permanent UK representative on the Board who is part of a constituency led by Japan. The Board oversees a well-developed system of internal control, which complies with international best practice and has been tested exhaustively through years of operations. The UK Representative is currently the Alternate Executive Director (and will rotate in 2026 to Senior Counsellor for 3 years) in the Board constituency. SIP-LA team holds a relationship with the Alternate Executive Director which assists in leveraging IDB on priority climate objectives and ensuring SIP-LA maintains sufficient senior visibility within IDB.
In July 2017 DFID, as a shareholder of IDB, undertook a Central Assurance Assessment (CAA, Due Diligence) of IDB. The report found that IDB is a minor risk partner for the UK, in terms of central systems and processes. It has robust systems that minimise operational, fiduciary, and reputational risks to the UK’s investments in the organisation. BEIS has an existing call down contract with Management consultant KPMG to undertake full delivery partner reviews (DPR), should the BEIS SIP-LA team wish to factor a DPR into the lifetime of the programme.
BEIS and IDB have also worked together to deliver other organisational objectives. For example, IDB is working with the UK Department for International Trade (DIT) to identify opportunities to promote secondary commercial benefits arising through the programme to UK companies. IDB has also signed an MOU with BEIS and DIT to promote Building Information Modelling (BIM). This will be complemented through SIP-LA funded technical assistance activities promoting BIM adoption. 
IDB team have worked efficiently with the BEIS team to communicate programme updates and delays in a timely manner, IDB have engaged in senior and working level discussions to ensure collaborative risk management and mitigation is developed. As mentioned, the focus on programme development through the strategic review has fostered strong working relationships between IDB and BEIS.

Asset monitoring and control 
All physical assets are subject to IDB’s asset management policy and services. Blended finance operations which reach eligibility are presented to BEIS, who have a ten day ‘‘no-objection’’ period in which they can approve or object to an investment proceeding to further due diligence before being considered for final approval within IDB. Asset monitoring, control and management will become a more regular item for discussion at SIP-LA mid-year and annual meetings as soon as investments become operational. 
VfM performance compared to the original VfM proposition in the business case 
Against the expectations laid out in the Business Case, SIP-LA is not currently delivering VfM though, as this review details, these expectations are to be revised. The programme’s key cost driver is the allocation for blended finance investments, due to the lack of investments thus far in the programme the VfM case for 2019 is weakened.

There is a potential risk related to administration fees being spent despite a lack of investments. There is a concern that although funds are allocated for future investments, annual fees have been drawn down by IDB during 2019 despite a lack of blended finance investment. As outlined in section C under Output 2, there has been considerable work undertaken in developing investments in Mexico and Brazil whilst building a regional pipeline of investments. These preparatory activities are included in the scope of administration fees according to the Management Agreement. These preparatory activities have the potential to bring results to SIP-LA portfolio. 

The second cost driver is technical assistance activities, which have performed well in 2019. The average value of public sector technical assistance projects across SIP-LA portfolio ranges from $500,000 to $1m, which is aligned with other technical assistance programmes delivered by ICF[footnoteRef:2]. VfM indicators, which are due to be completed in 2020, will assist in assessing the qualitative aspects of the programme’s technical assistance VfM.  [2:  Comparison undertaken between UK PACT and the Climate Leadership in Cities (CLIC) programme] 

Through increased engagement with the UK PACT team, and other technical assistance delivery programmes across the ICF, the BEIS SIP-LA team has sufficient confidence that technical assistance delivered in 2019 is not duplicative. There has been positive feedback from colleagues in Colombian and Mexican embassies that the technical assistance delivered has made positive change and contribution towards formalising sustainable infrastructure objectives within key government ministries.
The approach used in this Annual Review to assess VfM considers economy, efficiency, effectiveness, and equity. 
Economy: Are we or our partners buying inputs of the appropriate quality at the right price?   
IDB charge a 5% fee for the management of TA activities and 2.5% for blended finance activities. This fee is charged against the amounts allocated to the technical cooperation and blended finance windows from each BEIS contribution. The combined expected fees for administrative costs are comparable with that charged in similar programmes for other ICF infrastructure programmes BEIS contributes to.
For TA, this covers the costs of operation origination, design, due diligence, and administration. For blended finance, this covers origination, portfolio management, due diligence, risk, and commercial appraisal costs. These fee levels are priced competitively against similar ICF programmes. 
Direct fund expenses cover costs for Technical Advisors to act as a link between IDB and BEIS. In accordance with the Business Case, two full-time independent contractors (“technical advisors”) were hired into the bank in 2018/19 to represent BEIS’s interests and ensure that VfM is achieved for both the grant and capital investment. In 2019, IDB requested that the Technical Advisor model evolved to a multi-advisor approach to allow the two dedicated advisors to lead a team who would work on SIP-LA. The principle of a single point of contact (also responsible for the objectives of the fund) was maintained, however BEIS can now rely on a dedicated team with different expertise (sector, financial instrument, etc.) as opposed to a single individual. The service provided through the advisor model remains compliant with SIP-LA Management Agreement and administration fees have not changed. In the year ahead BEIS will assess whether this change impacts the VfM case as set out in the Business Case which assumed fee’s would be used for two dedicated staff members. 
In addition, IDB have requested that on account of this change, the cost of Technical Advisors is deducted from Administration fees rather than as direct expenses from the programme budget. BEIS will conduct the relevant due diligence to understand if this could improve the programmes VfM.
Analysis of the cost of inputs for technical assistance has been considered, however the level of information provided within technical consultation documents does not allow a comprehensive portfolio review of input costs such as consultancy fees and field trips. In the year ahead, the agreed VfM indicators will provide both qualitative and quantitative information to assess the economy of technical assistance within SIP-LA such as
· High-level breakdown of costs incurred throughout the year (as appropriate).
· Qualitative representation that SIP-LA consultancies will be granted according to IDB’s policies and procedures for complementary workforce including international fee matrices  
IDB is responsible for the award and administration of contracts under the programme. The programme therefore adheres to international standards for the procurement of goods, works and services provided by firms and individuals. IDB applies policies for transparency, competition and equality, and principles of economy, efficiency, and integrity to all procurement activities. 

Efficiency: How well are we or our partner converting inputs into Outputs?  

Undisbursed funds: Across 2019 there has been c.£61,994,645.00 of unallocated funds drawn down by IDB, however in 2020 a portion of this this was allocated to two blended finance investments approved by BEIS. There is a potential opportunity cost related to undisbursed funds. However, funds are required by IDB during the scoping stage of investments to ensure they pass eligibility checks. Evidence of funds is required by IDB to proceed in negotiations with project developers. The funds were previously allocated to the Mexican Bifacial Investment and Brazilian Green FIDC investment in 2019 - as noted, these have been paused and dropped from the portfolio. In 2020, these funds were allocated to the two investments in Colombia of which BEIS has provided ‘no-objection’. Funds will be disbursed pending final IDB due diligence and approval. IDB and BEIS have discussed revising the payment schedule to ensure it is aligned with the technical assistance and blended finance pipeline.

Efficiency of IDB’s delivery: As described in earlier sections, IDB needed more time than was originally anticipated to develop an investment pipeline capable of meeting SIP-LA’s transformational objectives across all four SIP-LA countries. BEIS and IDB have worked to ensure project origination is led by a coherent strategic approach for the programme. Further work is taking place to formalise these arrangements and is expected to be completed in Autumn 2020. The development of overarching principles for project identification and holistic approaches for delivering technical assistance and blended finance in each country will improve the efficiency of approvals and align programme progress with reprofiled milestones. 
Internally, IDB has strong governance processes to ensure the efficient delivery of project Outputs. For example, blended finance investments are subject to a robust scrutiny process. This includes an early-stage eligibility committee, due diligence, credit approval, and final consideration by IDB Invest Board. All investments are required to present a strong case for additionality and minimum concessionality. BEIS commercial advisers, policy advisers and British Embassy teams conduct a detailed review of each proposal to review the deal terms, structure, and alignment with programme mandate and national country plans and policies. This review point takes place after IDB has determined that the operation aligns with SIP-LA investment criteria, IDB country strategy and can be delivered in line with time and resource requirements. The improvements being made through the strategic review should ensure the BEIS teams have adequate foresight of incoming proposals and buy-in of sectoral approach prior to proposal development. Blended finance proposals are subject to a ten-day approval window, the improvements to programme governance should increase the efficiency of technical assistance approvals particularly. 
SIP-LA benefits from economies of scale by its ability to deliver through IDB’s existing structures, systems, and in-country presence. IDB technical advisers can draw upon specialist resources from across the organisation according to need. A core feature of the programme is the delivery partnership between the public sector and private investment arms of IDB. Maximising the capacity of both arms and ensuring the efficient alignment of activities will require continued oversight. 
Effectiveness: Are Outputs achieving outcomes? 	 
Due to the lack of blended finance investments made and the requirement to reprofile milestones, it is too early to evaluate performance against outcomes at this stage. The delays to pipeline establishment and those incurred by the region’s political transitions have contributed to this. The exercise to reprofile the Blended finance milestones includes a consideration as to whether achievement will extend beyond the original programme completion date of November 2022. Until such time, an assessment of performance against Business Case expectations cannot be completed. 
Equity: Are results equitably distributed? 
IDB delivers activities against robust environmental and social safeguard policies, standards, and guidelines. IDB has a clear mandate to consider climate and poverty alleviation, with particular regard to gender equality. BEIS expects the fair distribution of developmental benefits, such as improved employment and job creation, to be addressed in an all relevant technical cooperation and blended finance activities. BEIS will closely monitor how SIP-LA programming is contributing to reductions in inequality as activities proceed to implementation. 
As noted, a key aspect of the improvements being made to SIP-LA governance arrangements is ensuring that IDB and BEIS have a holistic approach to delivering programme objectives across the four geographies. IDB have presented a risk to delivering investments in all four countries over the past year. Particularly in Peru, political transitions have directly impacted the markets in which SIP-LA operates and had an adverse effect on identifying suitable investments. BEIS and IDB teams should continue to draw upon the diplomatic networks holding strong relationships with government stakeholders in the partner countries. Relationship development through these networks and the establishment of successful technical assistance should be drawn upon to ensure that the SIP-LA results are equitably distributed across the region. 

Assessment of whether the programme continues to represent VfM
SIP-LA is not currently performing against Business Case expectations. However, as this review has recognised, these are to be revised in the year ahead. Despite this, the expected VfM of the programme has still been reduced by delays in blended finance delivery. Potential impacts to VfM associated with administrative fees are justified by the scoping and due diligence undertaken for the planned investments in Brazil and Mexico in 2019 – political and market factors resulted in delays in their delivery. IDB have developed a pipeline of regional blended finance investments which should thus increase the flow of investments presented to and approved by BEIS, consequently improving the VfM of the programme.

Quality of financial management
IDB administer and account for the programme resources in accordance with its financial regulations. IDB provides unaudited financial statements of programme activity as of December 31 of the previous year. IDB are expected to provide audited financial statements every three years starting in 2018. These audited financial statements will be prepared by IDB external auditors. IDB is well resourced and has a proven track record in this area. The 2016 DFID Multilateral Development Review judged IDB to have good cost controls and transparency measures. BEIS makes payments to IDB in line with an agreed a profile of tranche payments outlined in the Contribution Arrangement, subject to compelling evidence of need. This ensure payments are only made when they are essential to allow the programme to proceed and not before. BEIS has worked closely with IDB to establish a common understanding of what constitutes sufficient evidence of need and what information to include in each disbursement request. 
	Date of last narrative financial report
	2019 Annual Report (delivered April 2020)

	Date of last audited annual statement
	N/A (first audit is scheduled for 2021)



Annex A: Technical assistance delivered in 2019
	INDICATOR
	DESCRIPTION

	[bookmark: _Hlk44344378]OUTPUT INDICATOR 1.1

	Four Country Dialogues were developed with the Ministries of Finance in Peru, Colombia, Mexico, and Brazil. Priorities were identified and targeted interventions were designed.

	OUTPUT INDICATOR 1.2
	REGIONAL, COP25 - IDB Invest hosted panels with infrastructure clients to discuss application of sustainable infrastructure for large projects but also for affordable housing and solar energy. 

REGIONAL - Sustainability Week 2019 included sustainable infrastructure as one of the main workshop tracks. The sustainable infrastructure track had over 100 participants from 67 institutions, of which over 70% held senior management roles. 

REGIONAL – Technical assistance supported the participation of (1) Colombian Government Representative and (1) Mexican Government Representative for a 6-week program offering academic and practical training for senior-level public-sector officials in emerging markets governments, ministries or agencies responsible for infrastructure planning, development and management.

MEXICO - A technical workshop with the Mexican Ministry of Finance in Mexico to present the Public Investment prioritization
 
MEXICO - A technical workshop with the Mexican National Infrastructure Bank (Banobras) to present the sustainable infrastructure evaluation methodology. (Proyectos Mexico)

COLOMBIA - A Technical Workshop with the Infrastructure and Environment Ministries in Colombia to design a roadmap to deliver Sustainable Infrastructure in the country. 

PERU - A Sustainable Infrastructure Technical Workshop with the Ministry of Finance in Peru for the National Infrastructure Plan


	OUTPUT INDICATOR 1.3 

	COLOMBIA- Evaluation of the risks that arise from the Long-Term Energy Auction for Power Purchase Agreements from Renewable Energy sources and propose improvements to the mechanism in aspects related to said risk were developed.   As a result, several recommendations to strengthen the risk mechanism of the Long-Term Energy Auction were designed. The Ministry of Mines and Energy, entity in charge of arranging the Long-Term Energy Auctions has expressed its intention of using the proposed design as a basis for future auctions, in case they are arranged.

	OUTPUT INDICATOR 1.4

	MEXICO- A study on the use of technology for Uber-style public transport service was completed. It includes the student manual and the participant manual developed in the following modules: (i) Technology and tools, (ii) Navigation, (iii) Useful applications for the driver and (iv) Safety recommendations.

PERU- With the objective of supporting the sustainable economic growth of Peru and designing an infrastructure action plan, through the Ministry of Economy and Finance (MEF), a National Infrastructure Plan 2019 (NIP). In February 2019, the 
MEF - as responsible for preparing the NIP - requested Bank support to develop seven strategic action planes for the 7 sectors with the highest investment volumes in infrastructure. Following the request, an action plan comprised of four chapters and seven annexes was developed: 1. the general context of investment in the country; 2. a synthesis of the analysis of basic infrastructure gaps; 3. a summary table of the investment projects for the next five years that the ministries consider to be priorities, as well as the criteria for sectoral prioritization; and 4. recommendations to undertake successive improvements in future infrastructure plans in the country. The seven annexes are Sector Infrastructure Notes on: Transportation; Energy; Water and Sanitation; Telecommunications; Irrigation; Health; and education. These notes contain information and suggestions on how to achieve the sustainability and resilience of each sector, this in order to achieve long-term sustainable economic growth for Peru.

REGIONAL -Between 2015 and 2030, it is estimated that an annual investment of USD 90 billion will be necessary to overcome infrastructure deficiencies and generate a transition to sustainable infrastructure in the world. These investments, due to their magnitudes and the different needs to which countries are exposed, cannot be financed exclusively by the public sector (Inter-American Development Bank, 2019). For the specific case of Latin America and the Caribbean, it is estimated that, to reduce infrastructure deficiencies, an investment of the order of 6% of GDP is required during the period 2012-2020. However, it should be taken into account that for the 2008-2015 period, national governments invested less than 4% of their GDP in infrastructure In a context of fiscal restrictions, the private sector is presented as an alternative source of financing to meet the infrastructure investment needs of countries, especially in Latin America and the Caribbean region, through Public-Private Partnerships (PPP). To verify the business case that the sustainable PPPs present to our region, a Sustainable PPP Assessment was completed. The Assessment corroborated that embedding sustainability elements during the PPP structuring phase leads to cost efficiency and savings in the management of the PPP contract life cycle.

PERU-According to the Global Competitiveness Report 2018-2019, prepared by the World Economic Forum, Peru structure sector. This places it practically at the same level of some countries in the region as Brazil and Colombia (positions 81 and 83, respectively); above Paraguay, Bolivia and Venezuela (positions 101, 102 and 118, respectively); although it is still below Chile (position 41), Mexico (position 49), Ecuador (position 59), Uruguay (position 62) and Argentina (position 68); and much further from leading countries in this area such as Singapore, Hong Kong and Switzerland, which are in the top 3 places in the ranking. With the purpose of developing a robust National Infrastructure Plan as a way forward, calculations and a diagnosis corresponding to the long-term infrastructure gap (2019- 2028) in Peru were developed as part of the National Infrastructure plan.

PERU - In Peru, steps are being taken to improve the management of urban solid waste. Currently, the Government is planning to concentrate the management of the final disposal of waste in the sanitary landfill of Zapallal and implement a strategy to reduce the amount of solid waste destined for final disposal. In this context, a feasibility study that evaluates and defines the most convenient management alternative as well as its financing mechanisms was developed, to be implemented in the metropolitan area. As a first pilot within the national waste management intervention to facilitate lessons learned and scale-up. 

MEXICO -Assessment of a sustainable project for the Regional Integral Management of Urban Solid Waste and Special Management in the metropolitan area of Mérida was developed; and strengthened methodology to prioritize existing infrastructure projects to include sustainability in Mexico to include them in Green Bond Portfolios. This support is within the efforts in progress with the Municipality of Yucatan in issuing a Municipal green bond. 

IDB Invest – REGIONAL Model to evaluate hedging merchant risk developed

IDB Invest – MEXICO The operation has allowed for legal and financial reviews to support ECON Group in issuing a green bond

IDB Invest – BRAZIL- The operation supported the legal review of a transaction to finance long-term sales of residential solar rooftop panels in Brazil as part of an issuance of quotas of up to 100M Brazilian Reais

MEXICO - Methodology to integrate Sustainability into the infrastructure lifecycle was developed. Public Investment Prioritisation for Sustainable Infrastructure: Hand in hand with the Mexican Ministry of Finance, our team developed a set of social, environmental and institutional indicators to be incorporated into the Cost Benefit Analysis and the process used by the Investment Unit inside the Ministry of Finance. This will enable sustainable infrastructure to be prioritized from the public investment side, ultimately delivering a higher number of sustainable projects.

MEXICO - Sustainable Infrastructure Project Profiles: As evidenced by the rapid growth in the green bond market, investors’ appetite is growing. The continuity of this growth will depend on bringing to market bankable pipelines of sustainable infrastructure projects that are designed, constructed, operated and maintained following clear and consistent sustainability indicators. The creation of bankable pipelines at scale and corresponding benchmarks will ultimately prove sustainable infrastructure as an asset class. However, in order to achieve this, practical tools and methodologies are required to guide project sponsors on how to embed the four dimensions of Sustainable Infrastructure across the upstream planning and project preparation stages in a consistent manner. An Infrastructure Scorecard to track the sustainability dimensions of an infrastructure asset during each stage of its cycle; from planning & design to the procurement & financing stages was created for the “Proyectos Mexico platform”. The Scorecard has been designed considering the specific complexities and data availability of each stage of the Lifecyle, and yet maintained uniformity in all indicators at every stage to be able to monitor the sustainability progress or setback throughout the life of the asset.

COLOMBIA - Studies and assessments to determine the costs, infrastructure, operation and maintenance, per kilometre remuneration rates for battery electric technology vehicles of the Non-core Phase component III of the Integrated Public Transportation System – SITP of Bogota were developed for the first tender process of electric buses in the Americas that happened in 2019.

REGIONAL - Case studies: package of materials highlighting SIP-LA program activities were completed and dissemination strategy during COP25 was successful delivery.



ANNEX B: Theory of Change
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