Letter to the Board
of Governors
The Board of Directors of the
International Finance Corporation
has had this annual report prepared
in accordance with the Corporation’s
by-laws. Paul D. Wolfowitz, president
of IFC and chairman of the Board of
Directors, has submitted this report
with the accompanying audited financial
statements to the Board of Governors.
The Directors are pleased to report
that for the fiscal year ended June 30,
2005, IFC expanded its sustainable
development impact through private
sector project financing operations and
advisory activities.

Board of Directors: Perspective and Oversight for IFC

This year the Board of Directors approved a number of investments and
maintained close oversight of the development and implementation of IFC’s
strategy. During FYO5 the Board continued to encourage the Corporation
to coordinate its work closely with other World Bank Group institutions,
especially in providing technical assistance to improve the investment climate
and promote private sector development. Directors noted IFC’s proposal
to expand collaboration with IBRD in middle-income countries and with
IDA in low-income countries. The Board reviewed country-specific
operations and discussed 14 joint World Bank—-IFC-MIGA country
assistance strategies and related products.

Directors noted the challenges in both maintaining profitability and
increasing development impact. They reaffirmed their support for IFC’s
five strategic priorities and endorsed a scaling up of activities to expand
IFC’s development impact. Directors were pleased to note the Corporation’s
plan to increase substantially its support to private sector development in
high-risk and low-income countries and to expand its investments in
infrastructure, health, and education through public-private partnerships.

Specific issues Directors discussed with IFC management include the
Corporation’s updates of its disclosure policy and its social and environmental
safeguards policy, as well as a review of its accounting principles. They also
discussed IFC’s program for anti-money laundering and combating the
financing of terrorism, as well as the integration of gender issues into
its work.

In keeping with its oversight responsibility, the Board discussed the
annual review on operations evaluation and the IFC management response.
The Board appreciated the continued positive dialogue between IFC
management and the Operations Evaluation Group.

With respect to the Corporation’s performance, the Board welcomed
IFC’s achievements in FY05, as reflected in its strong financial results and
the expansion and improvement in the quality of its portfolio.
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voting power of the Board of Directors.

IFC Governance

The International Finance Corporation’s member
countries, through a Board of Governors and a Board
of Directors, guide IFC’s programs and activities. Each
country appoints one governor and one alternate. IFC
corporate powers are vested in the Board of Governors,
which delegates most powers to a board of 24
directors. Voting power on issues brought before them
is weighted according to the share capital each director
represents. The directors meet regularly at World Bank
Group headquarters in Washington, D.C., where they
review and decide on investment projects and provide
overall strategic guidance to IFC management.

Directors also serve on one or more standing
committees, which help the Board discharge its
oversight responsibilities by examining policies and
procedures in depth. The Audit Committee advises on
financial and risk management, corporate governance,
and oversight issues. The Budget Committee considers
business processes, administrative policies, standards,
and budget issues that have a significant impact on the
cost-effectiveness of Bank Group operations. The
Committee on Development Effectiveness focuses on
operations and policy evaluation and development
effectiveness with a view to monitoring progress on
poverty reduction. The Personnel Committee advises on
compensation and other significant personnel policies.
Directors also serve on the Committee on Governance
and Executive Directors’ Administrative Matters.

Paul D. Wolfowitz is president of IFC and the
other World Bank Group institutions: the International
Bank for Reconstruction and Development (IBRD),
the International Development Association (IDA), the
Multilateral Investment Guarantee Agency (MIGA), and
the International Centre for Settlement of Investment
Disputes (ICSID). Mr. Wolfowitz also serves as chairman
of the boards. Assaad J. Jabre is acting executive vice
president of IFC, overseeing its day-to-day operations.






