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Annex 2: Financing and Implementation Arrangements

A. Financial Envelope and Knowledge

1. The CPF outcomes will be delivered jointly as one World Bank Group (WBG). The International
Development Association (IDA) will focus on investment financing through clustered, multi-sectoral
engagements anchored on the need to support better livelihoods and more jobs, as well as technical
assistance to lay the ground for policy dialogue. It will seek to leverage private sector financing and
facilitate International Financing Corporation (IFC) and Multilateral Investment Guarantee Agency
(MIGA) engagement, particularly in the energy, agribusiness, and aquaculture sectors.

2. This CPF period (FY26-30) will span the entire IDA21 cycle and first two years of IDA22. Yemen’s
IDA21 Performance Based Allocation (PBA) is estimated to be around US$233 million (SDR171.9 million
equivalent),! making selectivity and efficiency of interventions a key priority. Yemen’s PBA will be
complemented by resources from the Remaining Engaged in Conflict Allocation (RECA), which provides
up to $US400 million in additional resources in IDA21 (with US$140.8 million? already secured in FY26),
subject to annual confirmation. Additional resources may also come through the Grant Facility for Project
Preparation and successful implementation of performance policy actions under the Sustainable
Development Finance Policy. Furthermore, Yemen is also eligible to access supplementary financing from
the new Global and Regional Opportunities Window, the Crisis Response Window and the Private Sector
Window (PSW), subject to meeting eligibility criteria. Programing in this CPF period will build on a robust
existing IDA portfolio amounting to US$2 billion. The existing IDA program consists of 9 projects,
including one regional operation. The WBG Portfolio Snapshot details the status of projects under
implementation. As part of RECA, the Yemen WBG’s country program, including operations and advisory
services, is calibrated with an emphasis on preserving institutions and human capital.

3. Yemen's private sector faces profound challenges shaped by sanctions, correspondent banking
constraints, and deep institutional fragmentation, all of which demand a carefully calibrated engagement
strategy. Meaningful engagement requires prioritizing clients that demonstrate compliance capacity,
operational resilience, and credible governance. IFC’s current committed portfolio exposure is US$113
million, with two investments in the manufacturing, agribusiness and services (MAS) sector. Subject to
improvement in the business enabling environment and market dynamics, IFC aims to grow its prospective
investment and advisory program in Yemen over the CPF period, with a focus on domestic firms and
Yemeni diaspora. Subject to the enabling environment, MIGA aims to support cross border investors,
especially in the MAS and captive energy sectors. On the investment front, increasing IFC and MIGA
engagements will also depend on the availability of de-risking instruments such as the IDA PSW and other
blended finance options.

4. The CPF leverages a robust body of analytical work, including regular Yemen Economic Monitors,
the recently completed Yemen Country Economic Memorandum, Poverty Assessment, Country Climate
and Development Report, and Risk and Resilience Assessment. The CPF has also benefited from dialogue
with the Knowledge Advisory Team (KAT) to identify priority outcome areas. Several knowledge products
are underway to address knowledge gaps related to CPF outcomes. These focus on the health and nutrition
sectors, women’s empowerment and wellbeing, blue economy growth opportunities, investment and trade
potential, understanding the role of agrifood and water systems for job creation and nutrition security, digital
connectivity and resilience, and strengthening the energy sector. Key products include the Public Finance
Review and a portfolio-wide project monitoring framework.

! Actual PBA is determined annually at the beginning of each fiscal year (FY), based on: (i) the total of IDA resources available for the FY; (ii)
the number of IDA-eligible countries; (iii) the respective country’s performance rating, GNI per capita, and population; and (iv) the performance
and other allocation parameters of other IDA borrowers.

2 This amount uses the IDA21 SDR/USD exchange rate of 1.374 and also entails recovery of the FY26 grant haircut due Yemen’s eligibility for
RECA.



B. Implementation Arrangements

5. Building on the WBG FCV strategy refresh, the WBG takes a differentiated approach in Yemen:
working with platforms with a lasting impact, as a “country in crisis”, while adjusting to “conflicted-
affected country” modalities with the IRG. Across both Houthi- and IRG-controlled areas, sustainable
implementation with potential for lasting development impact is possible through tried and tested domestic
institutions such as the Social Fund for Development (SFD) and the Public Works Project (PWP). In
addition, the Internationally Recognized Government (IRG) is the WBG’s Governor with whom the WBG
engages in policy dialogue, technical assistance (TA) as well as capacity-building to support its reform
program.

6. Delivery with potential for lasting development impact requires the presence of institutionally
sustainable local delivery platforms, and in countries where the World Bank cannot directly engage with
the government, the ability to deliver through third-party implementers (TPIs). Lessons learned from
operational experience with TPIs in Yemen over the last ten years include: (i) inconsistencies across TPIs
(and sometimes across projects implemented by the same TPI) in terms of indirect costs (incurred at TPI
headquarters) and direct costs (incurred in-country); (ii) limited ability for the World Bank to assess
financial performance given agreed TPI audit and reporting arrangements that limit project-specific
financial audits; and (iii) inconsistent World Bank-TPI data sharing agreements, with some project teams
limited to relying on samples from third party monitoring agents. While IDA has so far contracted delivery
through United Nations (UN) agencies as TPIs, implementation in most projects has been carried out by
domestic institutions with national presence, with UN agencies providing the support and oversight
required. Both through IDA and TF financing, technical assistance is provided to IRG institutions as well,
e.g., the Central Bank in Aden and Local Water and Sanitation Corporations.

7. A May 2026 update of the OP7.30 assessment provides a wider range of implementation modalities,
including more direct engagement with the IRG itself. The IRG may request financing to be provided to (a)
public international or regional organizations; (b) eligible NGOs operating in Yemen, subject to World Bank
policies including the completion by the World Bank of legal, technical, fiduciary, and reputational risk
assessment; and (c) the IRG itself, subject to the nature of the project and risk and capacity considerations,
as well as a Board-approved waiver of the relevant OP7.30 criteria. As such, under the new CPF:

a. In those sectors where the IRG requests continued reliance on the UN as TPI, operations will set a
clear timebound path towards localization (and measurement of progress towards local capacity
building), as well as generalize good practices on UN contracting (i.e., enhancing transparency and
accountability in WB-TPI arrangements, adding performance aspects to WB-TPI arrangements,
enhancing data sharing, and utilizing proactive risk management), as outlined in Lessons from Direct
Third Party Implementation, and building on findings from the FCV Strategy refresh.

b. In sectors where localization of implementation is possible, working with the IRG, the World Bank
will systematically scan local institutions, including eligible NGOs, that can act as delivery platforms
with the potential to sustainably deliver services, maintain community infrastructure, and support job
creation. To enable this modality, projects under the first modality will add localization as a specific
objective, targeting multiple facets of implementation capacity (strategic steering, project
management, fiduciary management, environmental and social management, and monitoring and
evaluation), with clear metrics defining acceptable levels of capacity. The World Bank is also preparing
an update of the 2020/2021 institutional and capacity assessments of several domestic institutions to
identify and address respective capacity gaps toward direct World Bank financing to these institutions.

c. InIRG-controlled areas, the WBG will engage with the IRG in select operations identified on the basis
of the nature, scope, and risks of the operation, with appropriately justified Board-approved waivers
of paragraph 5(b) of OP7.30. Implementation may be carried out directly by an IRG institution or,
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where applicable, through one or more entities engaged by the IRG under arrangements acceptable to
the World Bank. Such modality would be proposed if: (i) sufficient capacity exists in the relevant IRG
counterpart (e.g. through capacity-building under a precursor project), and (ii) the Project
Development Objective can be delivered by IRG entities in the areas it has control over.

d. Proactive risk management will include the design and use of Entry Criteria for Access (ECA), a set
of risk-based, operational “stop-and-go” conditions that inform decisions of where, when, and how
project activities can safely proceed. The use of ECA will be mainstreamed in projects to enable
implementation partners to phase in and out depending on the operating environment and potential for
lasting impact.

e. Across the portfolio, the World Bank will continue to adopt a learning, agile approach. A portfolio-
wide monitor has been contracted since late 2025 by the World Bank, with financing from the Yemen
Multi-Donor Trust Fund, with the objective of overseeing project-specific third-party monitors
(TPMs), promoting best practices, etc. Building on experience in the Yemen portfolio as well as in
other FCV countries such as Afghanistan, additional investments in geo-mapping will also be made to
enhance oversight and transparency, while facilitating adaptative responses.

8. The operating space in Houthi-controlled areas has been shrinking, resulting in great uncertainty
as to the ability of the WBG and other development partners to continue to support Yemenis in those areas.
In October 2025, following the forced entry by the Houthi forces into the UN compound in Sanaa, all
agencies, except for the Office of the Special Envoy of the Secretary General to Yemen, paused all
operations in Houthi-controlled areas. While remaining committed to the “Whole of Yemen’ approach, the
continued ability of IDA operations to support Yemenis under Houthi control will depend on availability of
reliable implementation partners who can operate without Houthi interference. The WBG has no
engagement with the Houthi movement. The CPF objective remains, however, to protect development gains
made in preserving human capital and institutions. As such, under the new CPF, in Houthi-controlled areas
the World Bank will: (i) focus on interventions that preserve human capital; (ii) rely on domestic institutions
that can act as delivery platforms with the potential to sustainably deliver services, maintain community
infrastructure, and support job creation; (iii) continue use of third-party monitors (TPMs); and (iv) increase
use of the portfolio-wide monitoring agent, as well as using digital solutions to supplement TPMs.

C. Business Planning Process

9. This CPF establishes an Annual Business Planning exercise to allow for timely decision-making
on the evolution of the program, respond to new opportunities, assess implementation progress and risks,
and facilitate course correction. The exercise will be informed by views from the IRG, one WBG annual
business planning exercises (ABPEs) that include FCV risk monitoring and other country contextual risks
and diagnostics, feedback from private sector clients and development partners, and civil society and
beneficiaries, as relevant, to help draw lessons learned during implementation (Figure 1). The process will
also reflect the significant contributions from the World Bank’s Resilience, Recovery, and Reconstruction
Umbrella Trust Fund (the Yemen Fund) - a multi-donor trust fund, established in May 2022, that prioritizes
support to capacity-building and systems strengthening for institutional preservation and service delivery
(amongst other priorities). The Yemen Fund is currently funded by the United Kingdom, Netherlands, and
Switzerland, with the EU a prospective donor.

Figure 1: Annual Business Planning Schedule
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Partners active in CPF Outcomes/Indicator Areas

This CPF is a platform to foster results-oriented partnerships with the WBG’s development partners for greater collective impact. Partners include bilateral and
multilateral donors, international financial institutions, United Nations agencies, regional organizations, and international NGOs. The Yemen Partners Group (YPG),
co-chaired by the World Bank, is a coalition of international development partners, donors, and multilateral organizations working together to coordinate and align
support for Yemen’s development, humanitarian, and peacebuilding needs.

Development partners’ support spans a wide range of sectors. Sectors include humanitarian relief, social protection, health, education, infrastructure, and
institutional capacity building. The World Bank, Kingdom of Saudi Arabia (KSA), and European countries are among the most significant contributors, with
ongoing efforts to enhance coordination, effectiveness, and resilience in the face of Yemen’s complex challenges.

CPF Outcome CPF Indicator EU Germany Netherlands Implementing Agencies
Improved 1. Beneficiaries of social
Nutrition safety net programs
2. People receiving quality X X X X UNDP, UNOPS, UNICEF

health, nutrition, and
population services
3. People provided with

WASH
Expanded Access | 1. People provided with
to Electricity access to electricity X X UNOPS
Strengthened 1. People and businesses
Agribusiness and using financial services, X X X UNDP
Mariculture/ including the no. of
Fisheries women




Risks to CPF Implementation and Mitigation
(H = High; S = Substantial; M = Moderate; L = Low)

Risk Category Rating | Description (If H or S)

Political and Governance

High

Though a truce has been in place since April 2022, the economic warfare between the Houthi movement and the IRG has grown, impacting particularly the banking sector, and
especially so following the Foreign Terrorist Organization designation by the USA of the Houthi movement in March 2025. These rising economic frictions could reignite wider
instability. Regional developments including developments in Iran and Gaza, can lead to renewed attacks between the Houthi movement and Israel, as well as in the Red Sea.
Geopolitical dimensions that extend beyond Yemen’s borders could also exacerbate the political volatility in the country. Notably, the IRG is made up of several political parties,
united mostly by their anti-Houthi stance, with skirmishes for control lingering in some areas. Mitigation measures include continuous monitoring and adaptation to the country
context to inform programming, including the use of Entry Criteria for Access (ECA), annual business planning exercises informed by FCV risk monitoring, and implementation
through local partners when possible.

Macroeconomic

High

Shortfalls in the IRG’s financing capacity threaten core government functions and essential public services. Without oil exports and stronger donor support, particularly the
Kingdom of Saudi Arabia, scarce foreign exchange will strain the external balance, heighten risks of currency depreciation and inflation, and undermine financing for critical
imports. Domestically, the IRG must strengthen revenue mobilization, rationalize expenditures, and cease monetary financing to curb inflation. Under the CPF, the planned Public
Finance Review will support the IRG in its efforts to undertake these reforms, in addition to other TA on public private partnerships, customs, and trade facilitation.

Sector Strategies and
Policies

High

Fragmentation of key ministries between Aden and Sana'a, weakened governance, and declining domestic revenues compound sectoral volatility. To mitigate these risks, the WBG
will provide analytical support to the IRG to inform sector strategies where applicable and implement through UN agencies (under the first modality) or domestic institutions
(under the second) with established sector expertise.

Technical Design

High

Designing interventions that are ambitious enough to deliver meaningful outcomes yet sufficiently simple to function under severe capacity constraints, security limitations, and
population displacement is a core challenge. In line with RECA requirements, the WBG portfolio is, and pipeline will be, designed and implemented to ensure FCV sensitivity and
responsiveness to mitigate these risks.

Institutional Capacity for
Implementation and
Sustainability

High

The institutional landscape is fragmented across the competing parties, with parallel institutions in the IRG- and Houthi-controlled areas. As the World Bank makes a concerted
effort to transition delivery from solely UN agencies as third-party implementers (TPIs), to a wider range of TPIs, implementing through domestic institutions, and potentially
engaging directly with select IRG institutions, such a transition entails high risks including political interference. Mitigation measures focus on taking geographical differentiation to
implementation. Specifically, in IRG-controlled areas, building capacity of IRG institutions for eventual direct implementation or, where implementation continues to be through
TPIs, requiring a clear timebound path to localization and generalization of good practices on UN contracting. In Houthi-controlled areas, for interventions that preserve human
capital, reliance on judiciously vetted domestic institutions, use of third-party monitors, and increased use of portfolio-wide agent using digital solutions to supplement third-party
monitors.

Fiduciary

High

Prolonged insecurity since 2011 has eroded regulatory compliance and institutional capacity of Yemeni institutions, creating gaps that undermine both procurement efficiency
and sound financial controls. Key risks include limited transparency, weak internal controls, and unclear progress on post-2007 procurement reforms, which are further
compounded by critical information gaps regarding public financial management systems. With UN agencies acting as TPIs, high fiduciary risks are currently mitigated by relying
on UN systems under the Financial Management Framework Agreement (FMFA). As implementation is increasingly localized under the CPF, fiduciary risks are heightened.
Planned mitigation in the case of IRG institutions relies on capacity-building under the Public Finance Review and ongoing and planned investment operations. In the case of
domestic institutions, planned institutional capacity assessments will inform a targeted program to strengthen procurement and financial management frameworks, enhance
compliance and efficiency, and improve integrity and transparency.

Environmental and Social

NA

Stakeholders

NA

Other: natural disasters,
heavy rains, and flooding

Located at the southwestern edge of the Arabian Peninsula and bordered by the Arabian Sea and the Gulf of Aden to the south, and Red Sea to the west, the Republic of Yemen
has large areas of flat coastal plains and dry highlands. Its unique topography and largely arid weather make Yemen highly susceptible to desertification, floods, and tropical
cyclones or storms, with these risks expected to worsen according to the Country Climate and Development Report. Over the last decades, Yemen has become increasingly
vulnerable to natural hazard related disasters due to high population growth, poorly controlled urbanization, unplanned and unregulated urban development, and lack of
environmental controls. Several operations provide support to improved infrastructure and other mitigation measures in the WASH, water, and agriculture sectors, in particular. In
addition, several projects embed Contingent Emergency Response Components to enable an agile response in crisis situations.

OVERALL

High






