Annex 1: Financing and Implementation Arrangements'
Financial Envelope and Knowledge

With an IDA21? allocation of approximately US$80 million® for FY26-28, expectations are to maintain
similar financing levels under IDA22. The country portfolio grew fourfold from FY 18 (US$109 million) to
FY24 (US$446 million), ramping up the World Bank’s engagement. During the CPF implementation period,
with greater selectivity and a focus on replicability and scale, investment will focus on critical infrastructure.
Greater use of innovative financing instruments, including climate finance, will also be made to support more
adaptation and some of the mitigation agenda. As Solomon Islands signed up for the Rapid Response Option
(RRO), a deeper exploration of the existing Crisis Preparedness and Response Toolkit will be undertaken.
Solomon Islands is also eligible for leveraging other IDA windows, including the Global and Regional
Opportunities Window, Crisis Response Window, and Scale-Up Window, when relevant.

The IFC will scale up its programs through enhanced advisory services and upstream interventions that
create a favorable enabling environment for private sector investment. During the last CPF cycle, IFC
undertook a total of 14 projects (6 Solomon Islands-specific and 8 regional with a Solomon Islands’
component), totaling US$5.1 million and mobilized a US$63 million investment. IFC will intensify upstream
reform and advisory work to unlock a high-volume private sector pipeline, using public investment
management diagnostics to surface bankable public-private partnerships (PPPs) and strengthen national
investment-promotion capacity.

Leveraging its experience with TRHDP, MIGA will continue to look for additional opportunities to
support foreign direct investment and trade finance transactions. MIGA will coordinate closely with the
World Bank and IFC to support foreign investment in the tourism sector through its guaranteed solutions,
leveraging IDA’s Private Sector Window when needed. MIGA will actively screen tourism, energy, digital,
and trade-finance deals, offering risk-mitigation instruments that de-risk sizable inflows.

Portfolio at a Glance

The CPF will implement the WBG’s knowledge agenda to identify appropriate solutions to help the SIG
address structural constraints for growth and vulnerability against external shocks. A number of core
analytics, including the Country Economic Memorandum, have informed the design of this CPF, especially in
identifying bottlenecks that undermine private sector-led growth. Throughout the CPF implementation period,
regional programmatic analytical and advisory services (PASA) in the financial sector, urban resilience, and
energy and extractives will continue to help identify critical reforms or capacity building, which can further
improve the capacity of relevant line ministries where the Bank has ongoing investment operations. While
there is no forthcoming lending on digital connectivity, a regional PASA in this area will help identify potential
bottlenecks that can be overcome through the strategic use of digital solutions in existing investments such as
transport, fisheries, or financial sectors. With critical gaps in development data, including regularly updated
market information, the WBG will undertake knowledge products such as the Business Ready (B-READY)
survey and poverty surveys.

CPF Outcomes and IDA 21 Policy Commitments

The CPF embeds gender equality and job creation across the portfolio, directly supporting IDA policy
commitments (PCs) 11-12. A suite of projects across the WBG will expand opportunities for women. A series
of IFC activities will continue to focus on strengthening women’s economic empowerment. IFC’s Bina
Harbour PPP will continue to support the creation of formal employment opportunities for women in the tuna
processing sector. IFC’s Tourism Investment Facilitation Program leverages its Environmental and Social
Diagnostic Study to support the sector’s attractiveness to unlock private investment while ensuring gender-
responsive safeguards. The Comprehensive Credit Reporting Phase Il will emphasize improving financial
access for women entrepreneurs. IFC’s Invest in Inclusion will continue to promote peer learning and support

! This document complements the Solomon Islands CPF and provides details related to its implementation.
2 Assessed as being at low risk of debt distress, Solomon Islands will receive 100 percent of its IDA21 PBA as small economy term credits.
3 The IDA21 indicative allocation is SDR 60.7 million (equivalent to approximately US$83.3 million),
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businesses to implement policies for respectful workplaces, gender-based violence (GBV) response, and
disability inclusion, fostering leadership pathways for women. The Bank’s Community Access and Urban
Services Enhancement (CAUSE II) project provides short-term employment, skills training, and improved
infrastructure to support women’s economic participation, and the Roads and Aviation Project supports
women’s employment in technical or managerial positions. Together, these initiatives reflect a unified World
Bank and IFC approach to addressing systemic barriers that limit women’s access to employment, skills,
finance, and leadership opportunities, and ensures women can actively participate in and benefit from Solomon
Islands’ economic growth. These efforts are closely aligned with the CPF’s focus on transport connectivity,
energy access, fisheries, tourism, and financial sector reform, where job creation and private sector-led growth
are expected to generate opportunities for women at scale. Jobs will serve as a cross-cutting theme in this CPF,
meaning every operation and investment, whether in infrastructure, fisheries, rural development, or tourism,
will be designed and assessed for its contribution to employment for both men and women.

All three CPF outcomes will advance several thematic IDA21 policy commitments. Outcome 1, which
supports greater connectivity across the country, put an emphasis on improving last-mile infrastructure in
Honiara and several urban centers, and these efforts will support PC 22, which seeks to improve urban services.
Outcome 2 focuses on increasing the production of electricity and the share of renewable and hydropower in
the energy mix to make electricity more affordable and improve people’s access to electricity utilities. This is
fully aligned with supporting PC 21 on expansion of access to electricity utilities. Outcome 3 undertakes an
array of activities to boost the financial sector’s resilience against external shocks such as climate and disaster
risks (PC 15) and improve domestic capital markets (PC 24). Both Outcome 1’s emphasis on boosting the
attractiveness of select viable sectors (e.g., blue economy and tourism), and Outcome 3’s focus on
strengthening economic governance, including increasing access to finance for micro, small, and medium
enterprises (MSMEs), contributes to improving private sector development, which aligns closely with PC 13.
While not a specific outcome, the WBG’s work with the Office of Auditor General (OAG), along with it
ongoing work with the National Statistics Office (NSO) on planned publication of household surveys on
poverty, will significantly contribute to advancing PC 19 on improving evidence-based policy making.

Other Implementation Issues

The One WBG team in Solomon Islands will focus on consolidated efforts to further reduce
fragmentation and deliver at scale. The CPF will continue focusing on consolidated efforts, guided by CLR
insights, on integrated and proactive portfolio risk management, and applying project readiness criteria
including size, effective government demand, and alignment with CPF outcomes and indicators. The WBG
will also adapt the program to respond to a changing country context. This could include redirecting the
program as priorities shift away from areas of low absorptive capacity, low demand, or where other financing
has been secured and WBG financing is no longer needed. This will also allow the WBG to focus on emerging
opportunities where its support can best help the government achieve scale and replicability. To strengthen
upstream collaboration, IDA-IFC joint missions on specific sectors and themes, along with the development
of joint action plans, will be pursued to ensure greater collaboration across the WBG.

The WBG will continue to focus on addressing long-standing implementation challenges, building on
progress made during the previous CPF cycle. Continued priority will be placed on strengthening client
capacity, an area the WBG Small States Strategy considers essential for delivering scalable solutions. In-county
fiduciary support, the increased presence of consultants, and Hands-on Expanded Implementation Support
(HEIS) across the portfolio have proven effective in improving portfolio performance. This has enabled just-
in-time technical assistance and continuous capacity building for project implementing agencies and project
management units. HEIS will continue to be utilized to address capacity constraints in procurement processes
and accelerate implementation. The use of data analytics tools has further supported informed procurement
planning and decision making, as they proactively flag under-programmed or problematic projects and
prioritize and reprogram activities to enable timely procurement. A responsive chatbot will be available to
address queries related to World Bank procurement regulations, offering real-time support to help users
navigate the regulatory framework more effectively. Collectively, these efforts are expected to result in more
timely initiation of procurement processes, improved disbursement performance, and better compliance. As
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transparency issues persist, particularly regarding justifications for restricted competitive procurement
methods and the absence of an independent appeals mechanism, the World Bank will continue to support SIG’s
efforts to strengthen the public procurement system, including the development of procurement-related rules
and regulations, in addition to project-specific support. In addition, the World Bank will utilize its partnerships
with the Australian Department of Foreign Affairs and Trade (DFAT) and the Asian Development Bank (ADB)
to advance procurement reform to systematically approach greater transparency. The Alternative Procurement
Arrangement (APA) with the ADB will also be actively pursued to further support harmonized and efficient
procurement implementation across co-financed projects.

The WBG will continue to support the SIG in strengthening public financial management (PFM) and
environmental and social framework (ESF) risk management to reduce fiduciary risks to
implementation. Some of these challenges are already being addressed through government-led reforms and
donor-supported interventions—most notably the 2021 rollout of a new financial management information
system, which, together with recently approved budget regulations, has yielded immediate improvements in
transaction processing, expenditure tracking, reporting, and budgeting. Over the CPF period, the WBG will
focus on further enhancing the national PFM system so it can plan, execute, and monitor public spending
transparently and effectively. First, the WBG will provide technical assistance to strengthen the OAG,
bolstering its institutional capacity to deliver higher quality, higher impact audits. This support will help the
OAG fulfill its statutory mandate and enhance oversight of public expenditures, thereby improving fiscal
management and service delivery. Second, the WBG will deliver project-level financial management (FM)
support across its portfolio, offering FM training and capacity-building during implementation and supervision
missions and working closely with project implementation units and the in-country Bank FM specialist. These
efforts will build on the positive momentum achieved during the previous CPF and reinforce sound FM
practices across new operations. In parallel, the CPF will continue to strengthen client capacity in
environmental and social (E&S) risk management. The WBG’s in-country E&S specialists will provide hands-
on support and regular training, while helping the government engage contractors on infrastructure projects to
ensure more robust E&S risk management.

Annual Business Planning Exercise

The Annual Business Planning Exercise (ABPE) will assess progress toward CPF outcomes, realign the
program with emerging priorities, and manage delivery risks. Commencing in October with a One WBG
workshop, the ABPE will inform government budget discussions in November and December. In reviewing
CPF implementation progress, this exercise will prioritize selectivity, opportunities for scale, and deeper
integration through the One WBG approach and partnerships. The ABPE, completed by February of the
following year, will be guided by insights from regular engagement with authorities, civil society, the private
sector, and development partners.
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Development Partners’ Contributions to CPF Outcomes and Indicators

WBG’s coordination with development partners will be vital in identifying critical reforms and
development priorities. Key partners in the Solomon Islands include the governments of Australia, the
People’s Republic of China (PRC), Japan, the Republic of Korea, New Zealand, and the United States, as well
as the ADB, the European Union, and OPEC. Engagement has always been guided by the SIG’s priorities and
the extent and nature of support provided by these partners. The SIG’s preference to limit the use of IDA
credits for human capital projects, along with the long-standing engagement of Australia and New Zealand in
the education sector, will guide the WBG’s limited engagement in these sectors. Similarly, the active
involvement of Australia, the US, and PRC in digital connectivity has informed the decision to not include
digital connectivity as a standalone CPF outcome. Rather, the WBG’s focus in this area will be achieved
through project-level design, analytical and advisory support on data public infrastructure and digital public
service delivery, along with IFC’s upstream engagement and advisory services.* As illustrated in the table
below, the WBG will continue to work closely with all DPs to ensure alignment, particularly in infrastructure,
provincial and community-driven development, and agriculture. To streamline project processing and
implementation for faster, more efficient results, the WBG and ADB will explore using a Full Mutual Reliance
Framework (FMRF) to collaborate in infrastructure sectors, including energy.

Table Al.1: Partnerships During the CPF Period

CPF CPF OTHER
OUTCOMES  INDICATORs APB IMF DFAT —PIC — EU  US PARTNERS ‘
Increased People who X X X UNCDF (e.g.,
connectivity benefit from IEDCR)

improved access
to sustainable
transport
infrastructure
and services

X X
$ in total private
capital enabled
Improved access | People provided X X Abu Dhabi Fund for
to energy with access to Development; ROK
electricity Economic
Development
Cooperation Fund
(EDCF), KOICA
Enhanced Share of non- X X X OPEC
economic logging domestic
governance revenue in GDP
(%)

4 Nonetheless, the country may pursue some long-term options, including assessing its potential participation in the relevant Global Challenge
Program, Accelerating Digitalization.
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Risks to CPF Implementation and Planned Mitigation Measures

DESCRIPTIONS (SUBSTANTIAL OR HIGH ABOVE

RISKS RATINGS
Political and | High
governance
Macroeconomic Moderate

Sectoral strategies | Moderate
& policies

Technical design Moderate
Implementation Substantial
capacity

Fiduciary Substantial

Environmental and @ Substantial
social

Stakeholders Moderate
OVERALL Substantial

Planned general elections, frequent changes in government, weak
transparency in key sectors like mining, and evolving geopolitical
pressures contribute to the ongoing fluid political dynamics. To
mitigate these risks, the WBG will provide technical assistance when
supporting major policy reforms and regularly engage with a wide
range of stakeholders, including civil society and subnational actors.
To navigate potential challenges that can stem from tensions between
the central and provincial authorities, the WBG will more
systematically engage subnational administrations in the project
design and implementation cycle. Enhanced communications for
strategic projects and an agile annual business planning process will
help manage public perceptions and adjust programs rapidly if
political risks materialize.

N/A

N/A

N/A

Limited project preparation and implementation capacity and weak
oversight by central ministries hinder portfolio performance. In
response, measures such as expanded hands-on support, additional
in-country WBG staff, project preparation grants, and regular
training for PMU staff have been introduced. These initiatives are
designed to streamline investment design and improve overall project
implementation and sustainability.

Persistent FM and procurement challenges—such as shortages of
skilled staff, delayed documentation and reporting, and limited local
contracting capacity—result in significant implementation delays.
To address these issues, the WBG supported the SIG to build a stream
of certified procurement professionals by partnering with the
Chartered Institute of Procurement and Supply (CIPS) to facilitate
the attainment of CIPS Diploma Membership. WBG is supporting
the development of simplified templates and national competitive
bidding documents, along with an assessment of local market
conditions. This assessment will help define tailored qualification
requirements for local contractors, further promoting local content
and creating additional opportunities for local suppliers and
contractors. Capacity-building efforts will be maintained through
HEIS support, increased dissemination of procurement
opportunities, specialized training for local contractors, and
enhanced coordination with the bilateral agencies and the OAG to
ensure timely audits and strengthen fiduciary systems.

Exposure to natural disasters, unresolved community land issues, and
social risks, including GBV, gender inequality, and youth
marginalization, compound the E&S challenges. The WBG will
continue to allocate sufficient resources to enforce ESF
requirements, build national capacity for risk management, and
support the design of climate-resilient infrastructure. Enhanced in-
country support, targeted trainings, and proactive communication
will ensure effective management of environmental and social
impacts while also promoting gender equality and youth
participation.

N/A

7

Official Use Only





