"AFRICAN DEVELOPMENT BANK AFRICAN DEVELOPMENT FUND

ZAMBIA: HIPC APPROVAL DOCUMENT - COMPLETION POINT
UNDER THE ENHANCED FRAMEWORK



TABLE OF CONTENTS

Executive Summary

I 1T [FTox o] o 1R
I Qualification for the HIPC Completion Point.............cccovvv i inenn.
i o O 1]
v Assistance Delivered during the Interim Period.............coovviiiiiiinnene,
\ Bank Group Involvement in the PRSP Process..
VI Updated Debt Sustainability and Sensmwty Analy5|s .............................
VII Proposed Delivery Modality...
VI Indicative Financing Arrangements ..................................................
IX RECOMMENTALIONS. .. ..t ettt et e e e e e e e e ren s
Tables

Table 1: Breakdown of Zambia’s HIPC COSES..........ocviviiiiiiie i

Table 2: Indicative Financing Arrangements..........co.cvcvveiieinecreennieniennnn.
Chart

Chart 1: Impact of Debt Relief on Zambia ’s Bank Group Debt Service

PIOTTIE. .

Annexes

Annex I: ADB - HIPC Debt Relief Schedule

Annex I1: ADF - HIPC Debt Relief Schedule

Annex I11: Summary of HIPC Debt Relief Schedule Revised
Annex 1V: Zambia’s Debt Service Profile

Annex V: Zambia — Completion Point Document: IMF/ World Bank



ADB
ADF
CSP
CPA
DSA
HIPCs
IDA
IMF
MDGs
NPV
PRGF
PRSP
ZESCO
ZNCB

ACRONYMS AND ABBREVIATIONS

African Development Bank

African Development Fund

Country Strategy Paper

Country Performance Assessment
Debt Sustainability Analysis

Heavily Indebted Poor Countries
International Development Association of the World Bank
International Monetary Fund
Millennium Development Goals

Net Present Value

Poverty Reduction and Growth Facility
Poverty Reduction Strategy Paper
Zambia Electricity Supply Company
Zambia National Commercial Bank



Executive Summary

Background

1.

Zambia qualified for HIPC debt relief assistance at decision point in December 2000. On

April 8, 2005 Zambia became the 13" regional member country (RMC) to reach the completion
point under the enhanced HIPC Initiative. As a result, the Boards of Directors of the IMF and the
World Bank approved a total irrevocable debt relief from multilateral and bilateral creditors
amounting to US$ 2.5 billion in end-1999 NPV terms (US$ 3.9 billion in nominal terms).

Quialification for HIPC Completion Point

2.

In line with the enhanced HIPC framework arrangements at decision point, Zambia

fulfilled five main conditions to reach the completion point:

(i)

(i)

(iii)

(iv)

(v)

There was satisfactory implementation of a full PRSP (2002-2004) for at least one
year with the following main features: promotion of growth, enhancement in the
delivery of social services, the fight against HIV/AIDS, gender equality, improved
environment and good governance

There were encouraging macro-economic policy changes and performance through
satisfactory implementation of the IMF-supported PRGF program. This included
continued positive real GDP growth from 3.3 percent (2002) to 5.0 percent (2004);
reduction of inflation from 26.7 percent (2002) to 17.5 percent (2004); large fiscal
adjustment through government spending restraint; decline in domestic borrowings;
large increase in bank credit to private sector; improved export performance; and
implementation of an economic restructuring program.

Some progress was also made in meeting specific social sector targets. This involved:
a nation-wide HIV/AIDS program including establishment of an HIV/AIDS Council;
satisfactory education sector reform; and improvement in health reforms in the form
of decentralization of decision-making and financial responsibility, as well as
reorganization of drugs and supply chain.

There was also satisfactory implementation of key structural reforms. These took the
form of commercialization of the Zambia Electricity Supply Company (ZESCO), and
implementation of a Financial Reform Plan and negotiations for the sale of Zambia
National Commercial Bank (ZNCB).

Major initiatives were under way in improving the Public Expenditure Management
System. The highlight was the tracking of poverty reducing spending for which the
government’s commitment is expected to increase by at least 1.6 percent of GDP over
the 2004 — 2006 period.

HIPC Costs and the Bank Group’s participation in PRSP related areas

3.

Of the total debt relief of US $2,499 million in end-1999 NPV terms, multilateral

creditors will account for US $1,331.1 million (53.3 percent) of Zambia’s debt relief, while



bilateral and commercial creditors will deliver the remaining balance of US $1,167.8 million
(46.7 percent). The Bank Group’s share of debt relief will amount to US $146.1 million in NPV
terms, which is equivalent to about 10.97 percent of the multilateral creditors’ assistance, and
about 5.8 percent of total assistance from all creditors.

4. Zambia’s debt stock corresponds to a 184 percent debt to export ratio, 13 percentage
points above the decision point projection. Given the predicted recovery of exports (favourable
metal prices, growth of copper production) and an increased share of grants in external financing,
the level is expected to fall below the recommended threshold of 150 percent.

5. Sensitivity Analysis under three potential adverse scenarios was undertaken: (i) lower
copper prices and export volumes: (ii) lower real GDP growth and non-traditional export growth;
(ii1) increased borrowing to meet a shortfall in grant disbursements. The analysis showed that by
maintaining macroeconomic stability and assuring that structural reforms are implemented, the
Zambian economy will withstand severe shocks like permanent falling of copper prize or
shortfall of donor’s grants. As there was no exchange or discount rate shocks affecting the debt
relief profile significantly, additional topping-up debt relief assistance at the completion point
was not recommended.

Delivery Modality and Indicative Financing Arrangements

6. The Bank Group has made a commitment to provide irrevocable debt relief to Zambia of
US $146.10 million in end-1999 NPV terms, equivalent to US $214.50 million in nominal terms,
with effect from January 2001. The Bank Group’s debt relief to Zambia during the interim period
was US$58.44 million in end-1999 NPV terms, equivalent to US$ 61.15 million in nominal
terms. This amount reached the 40 percent ceiling of interim debt relief delivered over total
HIPC assistance approved at decision point. The rest of the debt relief would be provided by
releasing Zambia from up to 80 percent of its debt service obligations to the Bank Group each
year, until the entire amount is delivered. The total debt relief would be delivered by July 2025.

7. The proposed Bank Group’s contribution of debt relief to Zambia will be financed by 20
percent of internal resources (US$29.22 million), 40 percent from European Commission
Pledges (US$58.22 million) and 40 percent from the HIPC Trust Fund (US $ 58.22 million).

Recommendation

9. The Boards of Directors are invited to approve the proposed HIPC assistance of the Bank
Group of US $146.10 million in end-1999 NPV terms.



ZAMBIA - HIPC APPROVAL DOCUMENT
COMPLETION POINT UNDER THE ENHANCED FRAMEWORK

l. INTRODUCTION

1.1 Zambia reached its decision point in December 2000 and qualified for US$ 2.5 billion
worth of total debt relief assistance in end-1999 NPV terms*. On April 8, 2005, Zambia became the
13" regional member country (RMC) to reach the completion point under the enhanced HIPC
Initiative. As a result, the Boards of Directors of the IMF and the World Bank approved a total
irrevocable debt relief from multilateral and bilateral creditors amounting to US$2.5 billion in
end-1999 NPV terms (US$ 3.9 billion in nominal terms). This document presents the justification
for Zambia’s qualification for HIPC assistance as well as the proposed plan to finance the Bank
Group’s share of the country’s revised costs of debt relief.

1.2 Following this introduction, Section 2 summarizes details of the status of implementation
of Zambia’s policy reform during the interim period, and its progress in meeting the completion
point conditions. The total debt relief is disaggregated in Section 3 to illustrate the breakdown of
HIPC costs to all creditors at the decision point and at completion point. Section 4 shows the
HIPC debt relief assistance delivered by the Bank Group during the interim period. The Bank
Group’s operations are reviewed in Section 5. Section 6 updates the debt sustainability analysis
for Zambia and summarizes the sensitivity of Zambia’s debt sustainability to three severe
negative shocks. Section 7 presents details of the proposed debt relief modality and the impact
of debt relief on Zambia’s debt service profile. The indicative debt relief contributions per
sources of financing are presented in Section 8. Finally, recommendations for the Boards’
consideration are contained in Section 9.

1. QUALIFICATION FOR THE HIPC COMPLETION POINT

2.1 In line with the enhanced HIPC framework arrangements at decision point, Zambia had
to fulfill the following five main conditions to reach the completion point:

Q) Adoption of a full PRSP and its satisfactory implementation for at least one year;

(i) Maintenance of macroeconomic stability through satisfactory implementation of the
IMF-supported PRGF program;

(iii)  Progress in meeting specific social sector targets (2 objectives in HIV/AIDS, 3
criteria in Education and 4 targets in Health);

(iv)  Satisfactory implementation of key structural reforms, one (1) in the electricity sector
and one (1) in the financial sector;

(v) Satisfactory implementation of two (2) public expenditure management processes.

! Zambia — HIPC Approval Document: Decision Point under the Enhanced Framework, ref. ADB/BD/WP/2001/07.



2.2  The government has met all but three of the fifteen (15) specific structural and
quantitative triggers that were set at the decision point to monitor Zambia’s progress in meeting
the completion point conditions under the enhanced HIPC framework. The first two structural
conditions which were not met were partly caused by reasons beyond government’s control.
These include: the review and implementation of the piloting of an integrated financial
management and information system (IFMIS), and the restructuring of the international bidding
in the privatization of the Zambia Electricity Supply Company (ZESCO). The trigger on IFMIS
has not been met due to weak implementation capacity and delayed and protracted procurement
difficulties outside of the government’s control. But key steps have been taken to prepare for the
initiation of the IFMIS pilot>. Regarding ZESCO, an understanding was reached between the
Government, IDA and IMF that commercialization of ZESCO, instead of restructuring and
privatization, would rather be pursued whereby the government would retain ownership while
would operate on an independent and commercial basis. The commercialization of ZESCO is still in
its interim phase but significant progress has been made towards its implementation. The third
condition involving the process of privatization of the Zambia National Commercial Bank
(ZNCB) was unduly prolonged as the Amalgamated Bank of South Africa (ABSA), the selected
bidder for the privatization of ZNCB, pulled out of the negotiations with the government because
of legal problems. The board of Zambia’s Privatization Agency (ZPA) therefore terminated the
negotiations and issued a new invitation to bid for the sale of 49 percent equity in ZNCB instead
of the original 51 percent equity. The Zambian authorities gave the assurance that they were
committed to re-launch the privatization process during the course of 2005.

2.3  Thus, in view of the substantial overall progress in implementing a broader strategy to
strengthen public expenditure management, the authority’s commitment to actively advance the
privatization, as well as the development of a comprehensive financial sector development plan
to strengthen the financial sector, the Boards of the IMF and the World Bank granted waivers for
these non-observed triggers and assessed that Zambia had reached the completion point under
the enhanced HIPC initiative.

2.4 A copy of the relevant HIPC completion point document prepared by the Bretton Woods
Institutions (BWI), including key HIPC reforms and objectives for reaching the floating
completion point, is attached as Annex V to this report for ease of reference. These reforms are
briefly discussed below.

A. Zambia’s Poverty Reduction Strategy

2.5  Zambia completed its PRSP (2002-2004) in 2002 and the first annual progress report
covering the period January 2002-end June 2003 was issued and later discussed by the Boards of
the IMF and IDA in 2004. Zambia’s PRSP was designed to: (i) promote growth and
diversification in production and exports; (ii) improve delivery of social services; (iii) foster
appropriate policies for fighting HIV/AIDS; (iv) address gender inequality; and (v) protect the
environment. In March 2005, a second annual progress report covering the period July 2003-

% These steps include, among others, (i) IFMIS management and technical committees have been constituted; (ii) the
IFMIS design has been completed; (iii) the preparations of sites has almost been completed; and (iv) the local area
network(LAN) at the Ministry of National Planning has been revamped to accommodate the new pilot scheme.



December 2004 was finalized and discussed concurrently with the HIPC Completion Point
document by the Boards of the IMF and IDA in April 2005. Discussions on the implementation
of the PRSP for the year 2004 concluded that Zambia’s performance to improve the
predictability of funding led to significant achievements in the country’s expenditure monitoring
as evidenced by the agreement of the Boards that Zambia has had a satisfactory PRSP
implementation.

B. Macroeconomic Performance in 2002-2004

2.6 During the last three years (2002-2004), generally, the Zambian economy has improved
as demonstrated by (i) continued positive real GDP growth from 3.3 percent in 2002 to 5.0
percent in 2004, and (ii) reduction of inflation from 26.7 percent in 2002 to 17.5 percent in 2004.
The expansion in growth was mainly attributed to the recovery of agricultural output from the
effects of the 2002 drought. The fall of annual inflation, on the other hand, was largely due to the
fall in food prices following the bumper harvest. Government also facilitated private sector
investment during that period, especially in the mining, agricultural, and tourism sectors. The
mining sector continued to grow mainly due to increases in copper production coupled with
favourable international metal prices. Following new investments and favourable weather
conditions for crops, the performance of the agriculture sector was also favourable.

2.7  The incidence of poverty in Zambia was 73 percent of the population at the time of the
preparation of the PRSP in 2002, and the rate went down by the end of the PRSP in 2004 to 67
percent. However, Zambia’s encouraging macroeconomic performance during the last three
years was still not strong enough to bring poverty down to the 65 percent target by 2004 and
maintain inflation in the single digits target as set by the government. In particular, during 2002-
2003 Zambia embraced higher than programmed expenditures especially on government
department charges and wage bills. Furthermore, the country also had to face shortfalls in donor
budget support due to the fact that Zambia had not reached agreement on a new PRGF
programme, resulting in an increase in the stock of government securities, monetisation of the
domestic debt and the adverse impact on inflation.

2.8  Zambia’s macroeconomic policy improved substantially in 2004 during which the main
challenge was to reach agreement on a Poverty Reduction and Growth Facility (PRGF)
arrangement with the IMF. This was a critical and cardinal condition for the country to reach the
Completion Point under the enhanced HIPC Initiative. During the first half of 2004, a three-year
PRGF arrangement was approved by the IMF Board and the implementation of the large fiscal
adjustment through government spending restraint allowed for a sharp decline in domestic
borrowing and subsequently a substantial reduction in interest rates as well as a large increase in
bank credit to the private sector.

2.9  Export performance improved in 2004 from 2000-2003 export earnings. Copper mining
continued to represent an important lifeline to Zambia’s economy and favourable metal prices
coupled with increases in copper production helped reduce the Zambia’ external current account
deficit from 16.2 percent of GDP in 2003, to 11.9 percent of GDP in 2004. In order to boost and
continue to make the mining sector viable, the Government is implementing a comprehensive



economic restructuring programme aimed at promoting private sector led mining development.
In this regard, both large and small-scale mining are being encouraged.

C. Progress in the Social Sector

2.10 Zambia continues to struggle against a rampant HIVV/AIDS epidemic. One in five of the
population is infected with HIV while life expectancy has dropped below 40 years. HIV has
spread throughout the country and to all parts of society. The impact of AIDS has gone far
beyond the individual level and all areas of the public sector within the economy have been
weakened. Since the country’s Decision Point, responses to HIV and AIDS in Zambia have
aimed to prevent HIV transmission and reduce the personal, social and economic impact. In line
with this, the government in 2000 engaged in a nationwide HIV/AIDS program and established
the National HIVV/AIDS/STD/TB Council (NAC). The Council which has been recently fully
staffed, is to serve as the single, high-level institution responsible for technical leadership,
strategic management, and effective coordination of all government and civil interventions.
More recently, the government has declared HIVV/AIDS a national emergency in a bid to boost
treatment and prevention efforts. By the end of the year 2004, around 20,000 people had received
ARV drugs, of an estimated 149,000 in need.

2.11 Zambia’s progress in Education sector reform has been satisfactory over the past three
years. The Zambian education system had seriously deteriorated over the last twenty years before
the Decision Point due to economic decline, lack of resources and institutional inefficiencies.
The milestone of increasing the share of education in the discretionary budget from 18.5 percent
in 1999, to at least 20.5 percent was included in the HIPC program as a trigger. Based on data
from the Ministry of Finance and National Planning (MFNP), this share was 21.4 percent in
2003, 20.6 percent in 2004, and 24.1 percent in 2005. This trigger was therefore met. In addition,
action plans have been put in place to increase the share of education in the discretionary budget,
improve the quality of learning environment and increase student retention in all provinces. As a
result, enrolment nationwide surged by 15 percent between 2001 and 2003, and the cumulative
full cycle retention rate, corresponding to the observed annual rates, increased from 73 percent to
83 percent among the five relatively lagging provinces. The education sector has seen increased
enrolment at all levels of education since 2000. The need for more teachers was addressed in the
2005 budget, creating fiscal space to incorporate 700 additional teachers in Zambia’s schools,
effectively improving Zambia’s pupil/teacher ratios.

2.12 The government’s desire to promote quality Health care over the last decade before the
Decision Point has suffered from weaknesses in public expenditure management. However, part
of the process of health reforms put in place during the last three years, and successfully
managed by Zambia, include the increase of budget execution to ensure that resources are
disbursed more efficiently and directly to the District Health Management Boards. To improve
transparency and access to information on expenditure allocation, government agreed to the
trigger for timely release of complete, detailed, annual health expenditure data. This trigger was
satisfied as the Income and Expenditure Reports for 2001 and 2002 were finalized in 2004, and
the 2003 Report was released in early 2005. Also, as one of the triggers was to implement and
scale up an action plan for malaria, the government scaled up the deployment of Co-artem, an
effective anti-malaria medicine, in selected 28 pilot districts. In 2004, the Ministry of Health
carried out a nationwide inventory of functional laboratories to establish the staffing situation,



and conducted an evaluation exercise of its Rapid Diagnostic Tests (RDTs). Accordingly, 34
percent of malaria cases are now diagnosed through such laboratory tests. In addition, the
Ministry increased the distribution of Insecticide Treated Nets in all districts throughout the
country. Looking forward, the Ministry has developed a plan to increase the number of
functional laboratories in 2005 and 2006, by training staff for RDT in 28 districts by the end of
the 2004/2005 transmission season.

D. Key Structural Reforms

2.13  Privatization of the state-owned energy utility, ZESCO, and the remaining state-owned
commercial bank, Zambia National Commercial Bank (ZNCB), were introduced as part of the
HIPC key conditionalities to qualify for the Completion Point. The Zambian government is
currently proceeding with the reform of the electricity utility (ZESCO) after an understanding
was reached that commercialization, rather than restructuring and privatization, would be
necessary. The commercialization of ZESCO is still in its interim phase but significant progress
has been made towards its implementation. Between December 2003 and December 2004, the
government has implemented the 14 pre-requisite measures required for a viable
commercialization strategy and is preparing for the evaluation of the ZESCO new business plan
in June 2005. Negotiations for the sale of ZNCB, however, were finally interrupted early in 2005
even though they were at an advanced stage the year before. The authorities gave the assurance
that they were committed to re-launch the privatization process during the course of 2005.

2.14  To further strengthen the role of the financial sector, the Government, working closely
with the Bank of Zambia and other stakeholders, prepared a comprehensive Financial Sector
Development Plan (FSDP) which was approved in June 2004. The vision of the plan is to
develop a stable, sound and market based financial system that will support efficient
mobilization and allocation of resources necessary for economic diversification, sustainable
growth and poverty reduction. A team to spearhead the implementation of the plan has been
appointed and the Government has begun restructuring the two state owned non-bank financial
institutions. The implementation of the FSDP is supported by the cooperating partners and
includes initiatives that should facilitate increased access to financial services by the rural and
urban poor.

E. Public Expenditure Management Reforms

2.15 The assessment of the status of Zambia’s public expenditure management systems
revealed significant monitoring weaknesses in terms of transparency and accountability. Priority
actions were recommended to address the key shortcomings. In June 2004, the Authorities
approved the Public Expenditure Management and Financial Accountability (PEMFA) roadmap.
The roadmap contains a broad range and detailed program of reforms to strengthen public
expenditure management. The government, with support from the donor community, has made
substantial progress with its broad strategy to strengthen PEMFA, in line with the
recommendations of the PEMFA review. Major initiatives have started to be implemented in the
area of budget classification to enhance budget preparation and transparency, and in the area of
information technology to address many of the deficiencies of the current system. In particular,
Zambia stepped up efforts in strengthening the planning and budgeting process and the
expenditure program monitoring through the preparation of a Medium Term Expenditure



Framework (MTEF) for 2005-2007, the introduction of Activity Based Budgeting (ABB) as well
as of performance indicators for monitoring public expenditures within the PEMFA framework.

F. Use of HIPC Interim Relief and Tracking of Poverty Reducing Spending

2.16  Spending linked to HIPC expenditure are clearly identified in the budget and reported
under separate codes as part of the current budget code structure. More comprehensive budget
execution reports are expected to be published and will allow line ministries, departments and
provinces to report on the execution of HIPC poverty spending in their expenditure reports.

2.17 Zambia has put in place, since it reached the Decision Point, a coherent strategy for
channeling savings on HIPC debt relief into priority social sector investments. To facilitate
monitoring, funding for these programs was channeled through a special account at the Bank of
Zambia. Budgetary savings overall during the interim period have been used broadly in line with
the criteria set forth at the decision point. They were used mainly to support investments in
infrastructure, small-scale farmers and food security, and education. Looking ahead, the
government is also committed, under the Medium-term Expenditure Framework (MTEF), to
increase spending on poverty programs by at least 1.6 percent of GDP between 2004 and 2006.

1. HIPC COSTS
Breakdown of Total HIPC Costs among Creditors

3.1  Of the total debt relief of US$2,499 million in end-1999 NPV terms, multilateral
creditors will account for US$1,331.1 million (53.3 percent) of Zambia’s debt relief, while
bilateral and commercial creditors will deliver the remaining balance of US$1,167.8 million
(46.7 percent)®. The Bank Group’s share of debt relief will amount to US$146.1 million in NPV
terms, which is equivalent to about 10.97 percent of the multilateral creditors’ assistance, and
about 5.8 percent of total assistance from all creditors. Table 1 below shows a breakdown of the
total costs in end-1999 NPV terms, among the bilateral and multilateral creditors.

3 IMF/IDA: Zambia: Completion Point document under the Enhanced HIPC Initiative, April 2005, Table 4, Pp 37-38, section
under Zambia’s Status of Creditor Participation under the Enhanced HIPC Initiative.



Table 1. Breakdown of Zambia’s HIPC Debt Relief Costs
(US$ million, in end-1999 NPV terms)

Creditors Decision Point Completion Percentage of total  Percentage of total
Debt Relief Point Debt Relief debt relief from debt relief from
multilateral all
creditors creditors
1- Bilateral Creditors 1,145 1,145 45.8
2- Multilateral 1,331 1,331
Creditors 100.0 53.3
of which:
Bank Group 146.1 146.1 10.97 5.8
World Bank 488 488
(IDA) 36.7 195
IMF 602 602 45.2 24.1
Other 95 95
Multilaterals 7.1 3.8
3- Commercial 23 23
Creditors 0.9
Total HIPC Debt Relief 2,499 2,499 - 100.0

Source: Bank Group HIPC database
IMF/IDA, “Zambia: Enhanced HIPC Completion Point Document, April 2005, tables 3/4, Pp.37 and 38,
unless otherwise stated.

IV.  ASSISTANCE DELIVERED DURING THE INTERIM PERIOD

4.1  The Bank Group debt relief to Zambia during the interim period was US$61.15 million in
nominal terms, equivalent to US$58.44 million in end-1999 NPV terms. That amount reached
the 40 percent ceiling of interim debt relief delivered over total HIPC assistance approved at
decision point. Due to the failure by Zambia to reach the completion point by end-2003, and as
interim resources initially transferred from the HIPC Trust Fund were exhausted, the country
ended up paying its full debt service obligations due to the Bank Group from end-2003 to the
date the completion point debt relief would be approved®.

4.2 In order to compensate for the interruption of HIPC assistance between end-2003 and the
Completion Point date, while maintaining the same amount of irrevocable debt relief assistance
in NPV terms as recommended at Decision Point, it is proposed that the debt relief schedule be
extended by 11 years beyond the original schedule approved at Decision Point. Accordingly, the
total debt relief would increase to US$ 214.50 million, in nominal terms (see Annexes | - 111).

* As Zambia is entitled to irrevocable debt relief at completion point from April 2005, when the Boards of the
IMF/World Bank approved completion point debt relief, the country will be reimbursed for part of its full debt
service obligations paid from April 2005 to the date the Bank Group approves Zambia’s completion point debt
relief. On the other hand, part of the full debt service obligations Zambia paid from end 2003 to April 2005, when
debt relief payments were interrupted, will be compensated for by extending the period of debt relief beyond that
which was approved at decision point.



V. BANK GROUP INVOLVEMENT IN THE PRSP PROCESS

5.1 Zambia’s PSRP was completed in 2002, involving the Bank Group, various development
partners, civil society organizations, and other stakeholders who made significant contributions
to its preparation. The PRSP (2002-2004) set out medium term objectives, focusing on economic
and structural measures. It also outlined reforms in the cross-cutting themes of HIV/AIDS,
gender, environment, and governance. The PRSP recognizes the role of private sector in poverty
reduction, and identifies manufacturing, tourism, and infrastructure as key sectors of
intervention. Zambia’s PRSP is fully in line with the Millennium Development Goals and makes
references towards the realization of the MDGs for the country especially through (i) promoting
growth, (ii) enhancements in social services, and (iii) improving good governance. Although the
PRSP ended in 2004, implementation of its activities has been rolled over to the end of 2005.

5.2  The Bank Group’s strategy reflected in the Country Strategy Paper (2002-2004)° for
Zambia under ADF-IX is based on the country’s PRSP and reflects the guiding principles of
selectivity, country ownership, participatory approach and strategic partnership as emphasized by
the Bank Group’s Strategic Plan. Under the ADF-IX enhanced performance-based allocation
system, the Bank Group approved, in accordance with the operational priorities contained in the
CSP (2002-2004) a basic allocation of UA 31.70 million (disaggregated into UA 23.14 million
for loans and UA 8.56 millions for grants) for Zambia. In view of subsequent reallocation of
resources to finance new projects and programs for the country, the Bank’s total commitment to
date amounts to UA 35.69 million, implying a UA 3.99 million of additional resources.

5.3  Bank Group operations concentrated, under the ADF-IX cycle, in few areas where the
operations would have the highest development impact, with the objective of improving social
services and promoting growth. To achieve these objectives, the Bank approved a water and
sanitation project (2003) for eight centers to enhance the quality and quantity of water and
sanitation services in the central province. A child welfare program to improve access for
children-in-need to social services and provide an appropriate framework for child welfare was
approved in October 2004. Owing to internal discussions within the government about the merits
of financing the project with a loan or grant, and sustainability concerns, the contract has not yet
been signed.

VI UPDATED DEBT SUSTAINABILITY AND SENSITIVITY ANALYSIS
A. Updated Debt Sustainability Analysis at end-2003

6.1  Based on Zambia’s reconciled debt data, the NPV of Zambia’s debt in end-2003 terms is
estimated at US$4,872 million after full application of traditional debt relief mechanisms, and at
US$2,078 million after full delivery of HIPC initiative debt relief. Thus Zambia’s debt stock
corresponds to a 184 percent debt-to-exports ratio, and represents an increase from a projected
161 percent at decision point. However, the NPV of external debt could be further reduced to
US$1,958 million, equivalent to 174 percent of exports, after additional bilateral debt relief.

> Zambia: Country Strategy Paper 2002-2004, ref. ADF/BD/WP/2003/70, dated 23 June 2003.



6.2  The net increase in the value of the NPV of debt-to-exports ratio between the decision
point and end-2003 is the result of several factors: (i) changes in the discount rates and exchange
rates used for the calculation of the NPV of external debt; and (ii) shortfall in export growth
during 2000-2003 relative to that predicted at the time of the decision point.® The long-term debt-
to-export ratio outlook shows the ratio declining below the 150 percent threshold starting in
2004, given the predicted recovery of exports and increased share of grants in external financing.
Zambia therefore does not meet the conditions for topping-up assistance as the country’s
economic circumstances will improve over the entire projection period.

B. Sensitivity Analysis

6.3  An assessment of Zambia’s debt sustainability was undertaken by examining its
sensitivity under three potential adverse scenarios: (i) lower copper prices and copper export
volumes; (ii) lower real GDP growth and non-traditional export growth; and (iii) increased
borrowing to meet a shortfall in grant disbursements.

6.4  The first scenario indicates that Zambia remains highly vulnerable to declines in copper
prices. Assuming a sharp fall of 20 percent in addition to the 29 percent decrease already
incorporated in the debt sustainability model by 2007, and also assuming a 16 percent export
volume decline than in the base line scenario, the impact on the debt to export ratio will be such
that the ratio remains relatively higher than in the base case, but significantly lower than the
HIPC threshold of 150 percent over the projection period.

6.5  Concerning the second scenario the projections made show that failure to implement
structural and economic reforms could result in lower GDP growth in Zambia. In this scenario,
GDP growth and nontraditional export volume are assumed to be 3 percent beginning in 2005
compared to 5 and 7 percent respectively in the baseline. By 2010, projections show a ratio of
NPV of debt-to-exports slightly higher on average than in the base case but lower than the
threshold.

6.6  The third scenario assumes a shortfall of 25 percent in disbursements of external
assistance in the form of grants. As in the baseline scenario, the shortfall is made up with
additional borrowings to maintain real GDP growth. In this scenario, the NPV of debt-to-exports
ratio would be marginally higher on average than in the base case throughout the projection
period but remains below the threshold.

6.7  Overall, the sensitivity analysis shows that the Zambian authorities” commitment to
maintain macroeconomic stability and assure that structural reforms are implemented creates
favourable conditions for debt sustainability after HIPC initiative assistance. The outcome after
the shocks in all three cases reveals that the debt-to-exports ratio remains below the HIPC
threshold, demonstrating the resilience of the Zambian economy even when subjected to several
types of shocks.

¢ IMF/IDA, “Zambia: Completion Point Document for the Enhanced Heavily Indebted Poor Countries (HIPC)
Initiative”, April 2005; See Table, page 24.
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VIl. PROPOSED DELIVERY MODALITY

7.1 At the decision point, the Boards of Directors of the IMF and the World Bank approved
the proposal that the debt relief assistance to Zambia be geared towards smoothing the time
profile of Zambia’s debt service to the BWIs and the other multilateral creditors. For the Bank
Group, the bulk of the debt relief would be provided between 2000-2025 when debt service
obligations are the highest, until the required NPV of debt reduction is achieved in 2025.

7.2  As Zambia reached the completion point in April 2004, it is proposed that the Bank
Group makes a commitment to provide irrevocable debt relief of US$ 146.10 million in end-
1999 NPV terms equivalent to US$ 214.50 million in nominal terms with effect from January
2001 as per the debt relief schedule.” The debt relief would be provided by releasing Zambia
from up to 80 percent of its debt service obligations to the Bank Group each year, until the entire
amount is delivered. The total debt relief would be delivered by July 2025.

7.3 The impact of debt relief on Zambia’s debt service profile is illustrated in Chart 1 below.
The country’s debt service profile before and after HIPC assistance is shown in Annex 1V. The
provision of debt relief, as described, is consistent with the rules and regulations of the African
Development Bank and the African Development Fund.

Chart 1: Impact of Debt Relief on Zambia’s Bank Group Debt Service Profile
(US$ million)

30
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Debt Service Profile (US$ millions)
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2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 Jul-25
Calendar Year

\ —— Before HIPC Assistance — -A— - After Revised HIPC Assistance

Source: Annex IV

" See Annex | and 111 for more detailed information on the proposed debt relief schedule.
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Legal Aspects of Debt Relief Operations

7.4  Debt relief for Zambia is to be provided, under the enhanced HIPC framework, in
accordance with the terms described in the preceding paragraphs. These terms will be
implemented by:

(i) A Revised Debt Relief Agreement between the Bank Group and the Government of
Zambia,

(ii) A Contribution Agreement between the Bank Group and the IDA, and

(iii) A HIPC Trust Fund Grant Agreement between the Bank Group, the International
Development Association (IDA) and the Government of Zambia.

VIIl. INDICATIVE FINANCING ARRANGEMENTS

8.1 The Bank Group’s share of debt relief will be financed as shown in Table 2 below.

Table 2: Indicative Financing Arrangements

(US$ million, 1999 NPV terms)

Sources of Financing Total Contribution Percent
(%)
Internal Resources 29.22 20
Of which
ADB 17.28 59.2
ADF 11.94 40.8
European Commission Pledge 58.44 40
HIPC Trust Fund 58.44 40
TOTAL 146.10 100

IX RECOMMENDATIONS
9.1  The Boards of Executive Directors are invited to:
« Note the justifications for Zambia’s qualification for HIPC assistance at its completion

point, under the enhanced HIPC framework; and

« Approve the completion point for Zambia as well as the proposed HIPC assistance of
US$146.10 million in end-1999 NPV terms according to the financial arrangements
presented in Section 8.



ZAMBIA

Completion Point
Date
April 2005

Summary

AFRICAN DEVELOPMENT BANK

HIPC Debt Relief Schedule

Annex |

(US$ million)
Calendar Year TOTAL TOTAL
ADB (ADB/ADF)
2001 19.756828 22.431995
2002 16.694965 19.709427
2003 15.764013 19.010640
2004* . .
2005 7.105020 9.013302
2006 13.513716 17.324496
2007 10.232836 14.040319
2008 5.009466 9.177115
2009 4.708425 8.894992
2010 2.715879 7.612643
2011 0.905196 6.117662
2012 0.505987 6.169313
2013 - 5.916207
2014 - 5.881752
2015 - 5.845171
2016 - 5.810919
2017 - 5.804429
2018 - 5.799903
2019 - 5.825849
2020 - 5.853010
2021 - 5.813074
2022 - 5.775062
2023 - 5.737049
2024 - 5.700544
2025 - 5.231464
96.912332 214.496335
Total Nominal Relief US$ 214.496335
mn
of which

ADB US$ 96.912332 mn

ADF US$ 117.584003 mn
Total NPV Relief US$ 146.100000

mn

Duration 25 years
* Debt relief assistance to Zambia was suspended from end December 2003 to April 2005.



ZAMBIA

Completion Point
Date
April 2005

Summary

Annex 11

AFRICAN DEVELOPMENT FUND

HIPC Debt Relief Schedule

(US$ million)
Calendar Year TOTAL TOTAL
ADF (ADB/ADF)
2001 2.675167 22.431995
2002 3.014462 19.709427
2003 3.246627 19.010640
2004* - -
2005 1.908282 9.013302
2006 3.810779 17.324496
2007 3.807482 14.040319
2008 4.167648 9.177115
2009 4.186567 8.894992
2010 4.896764 7.612643
2011 5.212465 6.117662
2012 5.663326 6.169313
2013 5.916207 5.916207
2014 5.881752 5.881752
2015 5.845171 5.845171
2016 5.810919 5.810919
2017 5.804429 5.804429
2018 5.799903 5.799903
2019 5.825849 5.825849
2020 5.853010 5.853010
2021 5.813074 5.813074
2022 5.775062 5.775062
2023 5.737049 5.737049
2024 5.700544 5.700544
2025 5.231464 5.231464
117.584003 214.496335

Total Nominal Relief
214.496335 mn
of which

ADB
ADF

Total NPV Relief
146.100000 mn

Duration

us$

US$ 96.912332 mn
US$ 117.584003 mn
Us$

25 years

* Debt relief assistance to Zambia was suspended from end December 2003 to April 2005



Annex 11

AFRICAN DEVELOPMENT BANK GROUP

Summary of HIPC Debt Relief Schedule Revised

(US$ million)

ZAMBIA

Completion Point Calendar year Debt Relief Approved Revised Debt Relief at

Date at Decision Point Completion Point

April 2005
2001- 2003* 61.152062 61.152062
2004 18.836455 -
2005 18.087867 9.013302
2006 17.324496 17.324496
2007 14.040319 14.040319
2008 9.177115 9.177115
2009 8.894992 8.894992
2010 7.612643 7.612643
2011 6.117662 6.117662
2012 6.169313 6.169313
2013 5.916207 5.916207
2014 4.314903 5.881752
2015 0 5.845171
2016 0 5.810919
2017 0 5.804429
2018 0 5.799903
2019 0 5.825849
2020 0 5.853010
2021 0 5.813074
2022 0 5.775062
2023 0 5.737049
2024 0 5.700544
2025 0 5.231464
TOTAL 177.644034 214.496335

* Cumulative of the total debt relief provided during the interim period.

Note: Total debt relief in nominal terms is now estimated at US$ 214.50 million as compared to US$ 177.64
million as estimated at decision point. The increase is due to extension of the period of delivery in order to take
account of the period (2004) for which no debt relief was provided because of suspension of debt relief as
Zambia had not yet reached its completion point as scheduled but had already benefited from 40 percent of debt
relief in NPV terms during the interim period. Debt relief resumes at the completion point in April 2005 and
ends in July 2025.



Annex IV

HIPC Debt Relief Assistance Impact on Zambia Debt Service Profile *

(US$ million)
Debt Service Before Debt Relief Debt relief Debt Service After Debt Relief
Calendar Year
ADB ADF C?f:ukp ADB ADF Bank Group ADB ADF  Bank Group
2001 25.729 3.484 29.213 19.757 2.675 22.432 5.972 0.809 6.781
2002 21.742 3.926 25.667 16.695 3.014 19.709 5.047 0.911 5.958
2003 20.529 4,228 24.757 15.764 3.247 19.011 4,765 0.981 5.747
2004 19.332 4.213 23.546 - - - 19.332 4,213 23.546
2005 18.105 4.505 22.610 7.105 1.908 9.013 10.999 2.597 13.597
2006 16.892 4.763 21.656 13.514 3.811 17.324 3.378 0.953 4.331
2007 12.791 4.759 17.550 10.233 3.807 14.040 2.558 0.952 3.510
2008 6.262 5.210 11.471 5.009 4.168 9.177 1.252 1.042 2.294
2009 5.886 5.233 11.119 4.708 4.187 8.895 1.177 1.047 2.224
2010 3.395 6.121 9.516 2.716 4.897 7.613 0.679 1.224 1.903
2011 1.131 6.516 7.647 0.905 5.212 6.118 0.226 1.303 1.529
2012 0.632 7.079 7.712 0.506 5.663 6.169 0.126 1.416 1.542
2013 - 7.395 7.395 - 5.916 5.916 - 1.479 1.479
2014 - 7.352 7.352 - 5.882 5.882 - 1.470 1.470
2015 - 7.306 7.306 - 5.845 5.845 - 1.461 1.461
2016 - 7.264 7.264 - 5.811 5.811 - 1.453 1.453
2017 - 7.256 7.256 - 5.804 5.804 - 1.451 1.451
2018 - 7.250 7.250 - 5.800 5.800 - 1.450 1.450
2019 - 7.282 7.282 - 5.826 5.826 - 1.456 1.456
2020 - 7.316 7.316 - 5.853 5.853 - 1.463 1.463
2021 - 7.266 7.266 - 5.813 5.813 - 1.453 1.453
2022 - 7.219 7.219 - 5.775 5.775 - 1.444 1.444
2023 - 7.171 7171 - 5.737 5.737 - 1.434 1.434
2024 - 7.126 7.126 - 5.701 5.701 - 1.425 1.425
Jan-July 25 - 6.869 6.869 - 5.231 5.231 - 1.638 1.638
Total 152.426 154.110 306.536 96.912 117.584 214.496 55.514 36.526 92.040

* Based on debt outstanding as at end-December 1999.
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EXECUTIVE SUMMARY

In the opinion of the staffs of the International Monetary Fund (IMF) and
International Development Association (IDA), Zambia has satisfactorily fulfilled the
requirements for reaching the completion point under the enhanced Initiative for
Heavily Indebted Poor Countries (HIPC Initiative). The staffs recommend that
Executive Directors agree with this assessment and commit resources for the
enhanced HIPC Initiative to Zambia, as approved at the decision point, on an
irrevocable basis.

At the decision point in December 2000, Executive Directors agreed that Zambia’s
external public debt should be reduced by 62.6 percent (or US$2.5 billion) in 1999
net present value (NPV) terms, after the full use of traditional debt-relief mechanisms.
Full delivery of this assistance would lower the ratio of Zambia’s NPV of external
public debt to exports to the enhanced HIPC Initiative’s threshold of 150 percent,
based on end-1999 parameters and debt stocks. The IMF and IDA commitments to
this debt relief were US$602 million and US$488 million, respectively, in NPV terms
of which US$452 million and US$98 million, respectively, were delivered as interim
assistance as of March 2005.

Zambia has met all but three of the completion point conditions, as specified in the
decision point document. Zambia made satisfactory progress in implementing and
monitoring its Poverty Reduction Strategy Paper (PRSP) for at least one year, and
maintained a stable macroeconomic environment as evidenced by satisfactory
performance under a program supported by the Poverty Reduction and Growth
Facility (PRGF). Zambia has met the completion point targets in the social sectors,
has undertaken important structural reforms and strengthened public expenditure
management. Conditions regarding restructuring and privatization of the electricity
utility (ZESCO) and the review of the implementation of an integrated financial
management and information system (IFMIS), however, have not been met. In
addition, the condition regarding privatization of the Zambia National Commercial
Bank (ZNCB) has not fully been met, as the authorities recently terminated
negotiations with the current bidders in order to restart the privatization process to
allow the participation of new bidders. Based on progress achieved in the areas of
restructuring ZESCO, public expenditure management, and privatization of ZNCB, it
is recommended that the IMF Board grant waivers for the nonobservance of the
completion point conditions regarding ZESCO, the IFMIS, and ZNCB.

Financing assurances on the provision of assistance under the enhanced HIPC
Initiative have been obtained from creditors representing 97 percent of Zambia’s total
debt in NPV terms. Government has requested enhanced HIPC Initiative debt relief
from non-Paris Club bilateral and commercial creditors. Some non-Paris Club
bilateral creditors have provided partial relief.
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An updated debt sustainability analysis based on end-2003 debt data and parameters
indicates that, after full delivery of enhanced HIPC Initiative assistance and additional
bilateral debt relief, the NPV of debt-to-exports ratio was 174 percent, 13 percentage
points above the decision point projection. The NPV of debt-to exports ratio is
estimated to have fallen to 140 percent in 2004 and is projected to decline steadily
thereafter. On this basis, the staffs do not recommend a topping-up of debt relief at
the completion point.

A sensitivity analysis suggests that Zambia’s debt sustainability position after the
completion point should be able to withstand some severe shocks, such as a sizeable
permanent fall in the price of copper, Zambia’s principal export commodity,
substantially slower economic growth, or a significant shortfall in donors’ grants.

Government’s capacity for public sector debt management is relatively low. Zambia
participates in the joint IMF/World Bank Debt Reform and Capacity Building
Program. An assessment of the main challenges was undertaken in May 2004. With
technical assistance from IDA and other cooperating partners, government has
prepared a public debt management reform program, which is to be implemented over
the next few years to remedy this situation.
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I. INTRODUCTION

1. This paper discusses Zambia’s progress under the enhanced Initiative for Heavily
Indebted Poor Countries (HIPC) and seeks approval from the Executive Boards of the
International Monetary Fund (IMF) and the International Development Association (IDA)
of Zambia’s attainment of the completion point under the Initiative. In December 2000, the
Executive Boards of the IMF and IDA agreed that Zambia had met the conditions to reach its
decision point under the enhanced HIPC Initiative and defined a set of conditions for Zambia to
reach the completion point, at which time the debt relief committed at the decision point would
become irrevocable.’

2. At the decision point, Zambia became eligible for debt relief in the amount of
US$2.5 billion in net present value (NPV) terms. Based on a debt sustainability analysis
(DSA) using end-1999 data, the full delivery of this assistance would reduce the ratio of the NPV
of Zambia’s external public sector debt to exports to 150 percent—the threshold for
sustainability under the enhanced HIPC Initiative. Employing the principle of equal burden
sharing, all creditors would reduce the NPV of their claims on Zambia by a common reduction
factor of 62.6 percent, after the full use of traditional debt-relief mechanisms. For the IMF and
IDA, the resulting commitments amounted to US$602 million and US$488 million in NPV
terms, respectively. During the interim period between the decision and completion points, the
IMF provided debt relief of US$452 million in NPV terms, while IDA provided relief of

US$98 million. Zambia has also benefited from interim assistance granted by the African
Development Bank (AfDB), the OPEC Fund for International Development, the European Union
(EV), and Paris Club creditors. Total HIPC Initiative assistance to Zambia was in excess of
US$830 million in NPV terms during the interim period.?

3. The document is organized as follows: Section Il assesses Zambia’s performance in
meeting the requirements for reaching the completion point under the enhanced HIPC Initiative,
as set out in the decision point document. Section 111 reviews the status of creditor participation
and the delivery of debt relief to Zambia under the enhanced HIPC Initiative and presents the
results of the DSA based on end-2003 debt data and parameters, including the sensitivity of debt
indicators to changes in key economic variables. Section IV outlines the present state of public
sector debt management and summarizes the main challenges to be addressed in the ongoing
efforts to build capacity in this area. Sections V and VI present the conclusions and issues for
discussion by the Boards, respectively.

Il. ASSESSMENT OF REQUIREMENTS FOR REACHING THE COMPLETION POINT

4, The conditions for reaching the completion point, as set out in the decision point
document, comprised: (i) adoption of a Poverty Reduction Strategy Paper (PRSP) to be

! See HIPC Decision Point Document for the Enhanced Heavily Indebted Poor Countries,
11/20/00, at www.imf.org/external/country/ZMB and IDA Report No. P7410-ZA (11/20/00).

2 Paris Club creditors have provided additional interim relief beyond HIPC Initiative assistance.
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prepared through a participatory process and satisfactory progress with implementing and
monitoring the PRSP for at least one year; (ii) maintenance of a stable macroeconomic
environment as evidenced by satisfactory performance under a program supported by an
arrangement under the IMF’s Poverty Reduction and Growth Facility (PRGF) (iii) specific
targets in the areas of education, health, and the fight against HIV/AIDS; (iv) implementation of
key structural reforms in the electricity and financial sectors; and (v) strengthening of public
expenditure management.

5. In the view of the staffs of the IMF and IDA, all but three of the completion point
triggers have now been satisfied (Box 1). The completion point triggers regarding the
implementation and review of the piloting of an integrated financial management and
information system (IFMIS) and restructuring and issuance of international bidding documents
for Zambia Electricity Supply Company (ZESCO), however, have not been met. In addition, the
condition regarding privatization of the Zambia National Commercial Bank (ZNCB) has not
been fully met. The authorities recently terminated unsuccessful negotiations with the current
bidders in order to restart the privatization process to allow the participation of new bidders.
Based on substantial progress in implementing a broader strategy to strengthen public
expenditure management and government’s commitment to implement IFMIS at the earliest
possible date, satisfactory progress in implementing a comprehensive commercialization strategy
for ZESCO, and the authorities” commitments to advance the privatization process for ZNCB, as
discussed below, it is recommended that the Board of the IMF grant waivers for the
nonobservance of the three completion point conditions regarding IFMIS, ZESCO, and
ZNCB. The staffs of the IMF and IDA recommend that Executive Directors agree that
Zambia has made sufficient progress to reach the completion point under the enhanced
HIPC Initiative.

A. Implementation of the Poverty Reduction Strategy

6. In early 2002, Zambia adopted a full PRSP covering the period 2002-04, which was
prepared through a participatory process. The PRSP was endorsed by the IMF and IDA
Boards in May 2002 as a credible framework for the provision of concessional assistance.
Zambia’s PRSP aims to promote growth and diversification in production and exports, to
improve delivery of social services, and to foster appropriate policies for fighting HIVV/AIDS,
addressing gender inequality, and protecting the environment. In consultation with stakeholders,
the period covered by the original PRSP was extended by a year to 2005 to overlap with
Zambia’s Transitional National Development Plan (TNDP).* A new PRSP will be developed
during 2005 alongside a new National Development Plan for the period 2006—-2010. Policies for
reducing poverty during 2005 will be guided by the existing PRSP and TNDP.

7. Implementation of the PRSP was not fully satisfactory in the first year, but has
improved. The first Annual Progress Report on the implementation of the PRSP, covering the

¥ The TNDP for the period 2002-2005, prepared when the current government took office in
2002, encompasses all the areas discussed in the PRSP, but also includes other areas such as the
Judiciary, Law and Order, and Defense and Security.
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period January 2002-June 2003, was prepared by the Government of the Republic of Zambia
and submitted to the IMF and IDA in March 2004. The Progress Report and the accompanying
Joint Staff Assessment (JSA) were discussed by the Boards of the IMF and IDA in June 2004.*
The JSA concluded that Zambia's strategy to reduce poverty continued to articulate a sound set
of policies and programs. However, despite satisfactory economic growth and some progress on
reforms related to public expenditure management, satisfactory implementation of the PRSP still
needed to be established. In particular, monitoring and execution of the budget for poverty-
reducing programs was poor and implementation of the PRSP was impaired by weaknesses in
macroeconomic management. The second Annual Progress Report and its Addendum, covering
the period July 2003-December 2004 and including a supplement on policies and objectives for
2005, was released in February 2005. This report, which was also prepared through a
participatory process, and the accompanying Joint Staff Advisory Note point out that
macroeconomic policy had been strengthened and priority poverty-reducing programs were fully
funded in line with the budget in 2004. Moreover, an activities-based budget (ABB)
classification was introduced and the financial management system (FMS) was improved and
computerized to allow for substantially better monitoring of expenditure. The improved
predictability of funding has led to better outcomes of PRSP programs, such as in the areas of
education, HIV/AIDS, and infrastructure.” Based on this performance, IMF and IDA staffs
conclude that satisfactory progress with implementing and monitoring of the PRSP was
achieved for a full year in 2004.

B. Macroeconomic Stability

8. Since the decision point in December 2000, the Zambian economy has performed
relatively well, although policy implementation has been uneven and inflation has yet to be
brought fully under control (Table 1). Real GDP
grOWth averaged 46 percent a year during 2001_ Figure 1. Average Annual Real GDP Growth, 1981-2004
2004, just under the 5 percent annual growth 5.0 - ('”pem_em) —

projected at decision point, but this, nevertheless, 40 L o ot ey o

marked a turnaround from the decline in per capita
income that had prevailed over the previous two
decades (Figure 1). Moreover, growth has been
fairly broad-based, extending beyond the recovery 10

Zambia

in the mining sector and has withstood adverse 0.0
shocks and poor policy implementation, such as 10
the severe drought in 2002 and a sharp rise in 1981-90 1991-2000 2001-04

interest rates caused by excessive government

* IMF Country Report No. 04/181, IMF Country Report No. 04/179, and IDA Report
No. 29048-ZA.

> IMF Country Report No. 05/112; See Poverty Reduction Strategy Paper — Joint Staff Advisory
Note, 03/22/05 at www.imf.org/external/country/ZMB; and IDA Report No. 31572-ZA.



BOX 1: KEY REFORMS AND OBJECTIVES FOR REACHING A FLOATING COMPLETION POINT

HIPC Program

| Comments

POVERTY REDUCTION

The adoption of a PRSP to be
prepared through a participatory
process and satisfactory progress with
implementing and monitoring the
PRSP for at least one year based on an
annual report.

Implemented. A full PRSP was received in April 2002 and endorsed by the
IDA and IMF Boards in May 2002. The first progress report for the period
January 2002-June 2003, was prepared. However, despite satisfactory economic
growth and some progress on reforms related to public expenditure
management, the Joint Staff Assessment (JSA) concluded that satisfactory
implementation of the PRSP still needed to be established. A second PRSP
Progress Report and its Addendum, covering the period July 2003-December
2004, provides the foundation for satisfactory progress with implementation and
monitoring of the PRSP.

MACROECONOMIC PERFORMANCE

Maintenance of a stable
macroeconomic environment as
evidenced by satisfactory
performance under a program
supported by PRGF arrangement.

Implemented. A new three-year PRGF arrangement was put in place on June
16, 2004. The first review of the PRGF-supported program was concluded in
December. The second review is to be discussed by the IMF Board in early
2005, concurrently with the consideration of the HIPC completion point
document.

SOCIAL SECTORS

Progress in Combating AIDS

Full staffing of secretariat for
National HIV/AIDS/STD/TB
Council.

Implemented. The original program agreement was that the National Aids
Council (NAC) would improve its staffing by employing 4 managers to be able
to launch the Multi Country HIV/AIDS Program. In line with this requirement,
the NAC employed these managers as follows: Manager, Program (August
2001); Manager, Administration (August 2001); Manager, Management
Information Systems (August 2001); and Manager, Finance (August 2001).

Integration of HIV/AIDS awareness
and prevention programs in the pre-
service and in-service programs for at
least 10 key ministries.

Implemented. HIV/AIDS awareness and prevention programs have been
integrated in the pre-service and in-service programs of Ministries of Health,
Education, Agriculture, Science and Technology, Community Development,
Tourism, Commerce, Home Affairs, Finance and National Planning and Youth,
Sport and Child Development. In addition to these ten line ministries, all other
line ministries have awareness programs integrated into their own programs.

Progress in Education Reforms

Increasing the share of education in
the domestic discretionary budget
from 18.5 percent in 1999 to at least
20.5 percent.

Implemented. The discretionary budget for Education in 2004 was

K 795 billion. The discretionary budget for GRZ as a whole for 2004 was

K 3866 billion. Therefore, ratio for the 2004 budget turns out to be 20.6%. The
budget for 2005 puts this ratio at 24.1%.

Raising the starting compensation of
teachers in rural areas above the
poverty line for a household, as
defined by the Central Statistical
Office.

Implemented. According to the Ministry of Education’s report, the minimum
monthly salary as at September 2004 for trained teachers was K 787,996. The
Poverty Line was estimated at K 825,988 for August 2004. With the 20% rural
hardship allowance, a trained teacher in a rural area would be above the poverty
line.

An action plan for increasing student
retention in Northern, Luapula,
Eastern, Northwestern, and Western
Provinces.

Implemented. The data in the Ministry of Education’s Strategic Plan 2003-07
relate mainly to national totals and averages. Nevertheless, the Ministry has
taken actions that have had an impact on student retention in the five lagging
provinces e.g. (i) the Ministry’s deployment policy that 100% of newly
qualified teachers should be posted to rural areas; and (ii) the elimination of
PTA fees as user fees in Grades 1-7 following the Free Education policy
introduced in 2002. As a result, enroliment nationwide increased by 15%
between 2001and 2003. Retention rates among the five relatively lagging
provinces increased from about 95% in 2001 to about 97% in 2003. Cumulative
retentions over a seven-year period increased from 73% to 83% in these
provinces.




BOX 1: KEY REFORMS AND OBJECTIVES FOR REACHING A FLOATING COMPLETION POINT

HIPC Program

| Comments

Progress in Health Sector Reforms

Implementation and scaling-up of an
action plan for malaria.

Implemented. The deployment of Co-artem was scaled up in 28 districts in
2003. In 2004, the Ministry of Health carried out a countrywide inventory of
functional laboratories to establish the staffing situation (April-July, 2004),
conducted an evaluation exercise of RDTs (Sept, 2004), conducted training of
frontline health workers in the use of Co-artem in all provinces and districts
(Sept—Nov, 2004). Furthermore, the Ministry has developed a plan to increase
the number of functional laboratories in years 2005 and 2006.

Procedures and mechanisms for the
procurement of drugs reorganized to
be fully transparent and efficient.

Implemented. The procurement plan for the entire health sector has been
finalized and distributed to all stakeholders including Cooperating Partners. In
line with the agreement with the Cooperating Partners, all procurements
continue to be done by the Central Board of Health.

Timely release of complete, detailed,
annual health expenditure data.

Implemented. The Income and Expenditure Reports for 2001 and 2002 have
been released. The 2003 report was released in early 2005.

Actual cash release to District Health
Management Boards to be at least 80
percent of the amount budgeted.

Implemented. For 2004, actual cash releases to District Health Management
Boards stood at an average of 88.2% of the amount budgeted.

KEY STRUCTURAL REFORMS

Restructuring and issuance of
international bidding documents for
the sale of a majority (controlling)
interest in the power company,
ZESCO.

Not Implemented. An understanding was reached in April 2003 between the
Government of the Republic of Zambia, IDA, and the IMF that
commercialization of ZESCO would be pursued in lieu of restructuring and
privatization as originally envisaged. Satisfactory progress has been made in
implementing this alternative strategy

Issuance of international bidding
documents for the sale of a majority
(controlling) interest in the Zambia
National Commercial Bank (ZNCB).

Not Fully Implemented. International bidding documents were issued in May
2002 for the sale of a 51 percent share of ZNCB; Revised bidding documents
were issued in March 2003 to reflect the fact that GRZ decided to alter the
structure of the proposed privatization transaction to divest a 49 percent share
with management control. Government selected a preferred bidder and a reserve
bidder in May 2003. Negotiations with the preferred bidder were substantially
concluded in August 2004, however, the preferred bidder's negotiating team
was unable to secure approval of the agreement from its board. No agreement
was reached with the reserve bidder. Given preliminary interest expressed by
other parties to participate in the divestiture of ZNCB, ZPA terminated
negotiations with the preferred and reserve bidders on March 15, 2005, and will
promptly issue a new invitation to bid (by late March or early April 2005).

PuBLIC EXPENDITURE MANAGEMENT

Implementation by MoFED of an
Integrated Financial Management
Information System (IFMIS) on a
pilot basis for at least three ministries
and a mid-term review of the pilot
program

Not Implemented. Although the IFMIS pilot implementation trigger has not
been met, most preparations for pilot implementation have been completed. For
example, IFMIS management and technical committees have been constituted,
the IFMIS design has been completed, preparation of sites has almost been
completed as well, and the Local Area Network (LAN) infrastructure at the
MoFNP has been revamped for the IFMIS pilot. Partly for reasons beyond
Government’s control, the contract for the installation of IFMIS hardware and
software has not been concluded.

Implementation of a Medium-Term
Expenditure Framework (MTEF)
prepared by MoFED and approved by
Cabinet

Implemented. The processes that constitute a MTEF have been introduced over
the last two years. The release of the medium-term budget framework paper
(the Green Paper) in October 2004, which included indicative sectoral ceilings,
indicates that the processes are being implemented in practice.




-10 -

borrowing in 2003. Investment has been strong
in recent years, particularly in the mining,
agricultural, and tourism sectors, suggesting a
favorable outlook for continued economic
growth. Inflation, which stood at 17.5 percent
in 2004, however, remains well above the low
single-digit range that was targeted at the
decision point, mainly reflecting an initial lack
of fiscal support for the programmed lowering
of inflation (Figure 2). Program slippages in
2002-03 and shortfalls in donor budget support
resulted in excessive domestic borrowing by
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government, which to some extent was monetized with central bank financing. Of particular
importance in this regard is that government did not adequately control its wage bill during
2000-03, which rose by 3 percentage points of GDP, to 8.4 percent.®

0. Macroeconomic policy implementation improved substantially in 2004, as evidenced
by satisfactory performances under an IMF staff monitored program during the first half

of 2004 and under a new PRGF-supported program during the second half of the year. The
first review of the program supported by the PRGF arrangement approved on June 16, 2004, was

completed on December 15, 2004, and it is expected that the second review’ will be completed

concurrently with the IMF Board’s consideration of Zambia’s attainment of the enhanced HIPC
Initiative completion point. The principal achievement of the authorities’ 2004 program was the
large fiscal adjustment, which narrowed domestic borrowing by more than 4 percentage points of
GDP from the previous year. Government exercised restraint on its wage bill, which was held to

7.8 percent of GDP, while revenues were strengthened (by 0.5 percent of GDP) and other

expenditures were trimmed.

10.  The large reduction in government borrowing in 2004 allowed a substantial

reduction in interest rates and expansion in credit to the private sector. Much of this credit
expansion was directed to the productive sectors, notably agriculture and manufacturing. Broad

money and reserve money growth exceeded program targets in 2004, partly because of large

end-year transfers to commercial bank accounts by government from its accounts in the Bank of

Zambia (BoZ) and by private corporations from abroad.?

11. Export performance during 2000-03 was weaker than projected at the decision
point but Zambia’s external position improved markedly in 2004, with the recovery in

® IMF Country Report No. 04/214.

” See Second Review Under the Three-Year Arrangement Under the PRGF, and Request for

Waiver and Modification of Performance Criteria, and Financing Assurances Review, 03/25/05

at www.imf.org/external/country/ZMB.

® By end-January 2005, the BoZ had mopped up much of the excess in reserve money, mainly

through open-market operations.




-11 -

copper prices and healthy growth of nontraditional exports. Owing mainly to lower-than-
projected copper prices during 2001-03, export earnings fell short of the decision point
projections (by about 20 percent). This situation was reversed in 2004, as copper prices rose in
excess of 50 percent. As a result, the external current account deficit (excluding grants) narrowed
from 16.2 percent of GDP in 2003, to 11.9 percent of GDP in 2004. However, this level was still
higher than the decision point projection of 10.6 percent of GDP, because imports also exceeded
projections. At end-2004, the import cover of gross international reserves stood at 1.2 months,
only slightly higher than at end-2000, and well below the decision point target of a buildup in
gross international reserves to 3.0 months of imports by end 2004.

12. IMF and IDA staffs conclude that Zambia met the trigger on the maintenance of a
stable macroeconomic environment as evidenced by satisfactory performance under a
program supported by a PRGF arrangement. Growth performance has improved
significantly. Policy slippages, which were also reflected in a significant rise in the wage bill and
domestic financing of the budget, have prevented a sharper decline in inflation. However, policy
implementation improved substantially in 2004 under both a staff monitored program and the
new PRGF arrangement approved in June 2004. Completion of the second review will establish
the minimum of six months of satisfactory performance under a PRGF arrangement required
immediately before reaching the completion point under the enhanced HIPC Initiative for
countries with extended interruptions in their PRGF-supported programs.

C. Social Sector Policies
Progress in Combating HIV/AIDS

13.  Zambia’s population has been severely affected by the HIVV/AIDS epidemic. With an
adult HIV prevalence rate of 20 percent based on sentinel surveillance, it was recognized at the
time of the decision point that several priority actions needed to be supported under the HIPC
program. The first trigger gave prominence to the need to have a fully staffed secretariat for the
National HIV/AIDS/STD/TB Council (NAC) to be able to effectively launch Zambia’s national
HIV/AIDS program. In line with this requirement, the NAC employed four managers in 2001. In
2004, a new organizational structure for the NAC was developed to enable it to better coordinate
and monitor the national HIVV/AIDS program. Currently, the NAC is in the process of recruiting
according to this new organizational structure. While full staffing under the new structure is yet
to be achieved, significant progress has been made and the office is currently fully operational.’
This trigger was therefore met.

® The Council is now being served by an Acting Director General, three Directors (Programs,
Administration and MIS), an Acting Program Manager, an Internal Auditor, an Information and
Communication Specialist, a Management Information System Specialist, and several support
staff. In addition, the Council has conducted recruitment interviews for the following positions:
Donor Coordinator and Public Relations Manager, Administrative Officer, Procurement Officer,
Monitoring, Evaluation and Research Specialist, Care and Support Specialist, IEC/BCC
Specialist, Provincial and Multi-sectoral Response Specialist, accountants and secretaries.
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14. The second milestone focuses on integrating HIV/AIDS awareness and prevention
programs in the pre-service and in-service programs of at least ten key ministries. These
programs have been integrated in the pre-service and in-service programs of the Ministries of
Health, Education, Agriculture, Science and Technology, Community Development, Tourism,
Commerce, Home Affairs, Finance and National Planning, and Youth, Sport and Child
Development. In addition to these ten ministries, all other line ministries have awareness
programs integrated into their own programs. This trigger was therefore met.

15.  Given the magnitude of the HIVV/AIDS epidemic, the fight against HIVV/AIDS is one of
the important crosscutting themes of Zambia’s PRSP. Several programs supported under the
PRSP umbrella have demonstrated progress in the multi-sector response to HIV/AIDS. There
have been improvements in outreach, knowledge sharing and communication, and access to
services such as voluntary counseling and testing and therapy with anti-retroviral drugs (ARVS).
There is now evidence that suggests positive behavioral changes are occurring among sub-
populations, even though there is scope for further improvement. For example, young males are
delaying the start of sexual intercourse. Condom use has increased significantly among males
from 28 percent in 1998 to 43 percent in 2003 and among females from 24 percent to 34 percent.
In addition, the number of people receiving ARVs is currently reported to be increasing by
approximately 2000 a month. Although it is still relatively early to say, these behavioral changes
that have taken place over the last few years are promising and have the potential to halt the
spread of the pandemic and mitigate some of its impact.

Progress in Education Sector Reform

16.  Given that government was devoting a lower share of its budget to the education sector
than other African countries, and would need to increase the share of its budget allocated to the
education sector in order to achieve its stated objective of universal completion of primary
education, the milestone of increasing the share of education in the discretionary budget from
18.5 percent in 1999, to at least 20.5 percent™ was included in the HIPC program as a trigger.
Based on data from the Ministry of Finance and National Planning (MoFNP), this share was
21.4 percent (actual outturn) in 2003. The share of discretionary budget that went to the
education sector in 2004 was equal to 20.6 percent and the share of the Ministry of Education in
the domestic discretionary budget is to be 24.1 percent in 2005. This trigger was therefore met.

17.  The second HIPC program trigger in the area of education, raising the starting
compensation of teachers in rural areas above the poverty line for a household, as defined by
the Central Statistical Office, was derived from the observations that in 1998, teachers’ starting
compensation was below the poverty line, which contributed to shortages of teachers in rural
areas. At the same time, there were surpluses of teachers in urban areas such as Lusaka and the
towns in the Copperbelt. Therefore, it was necessary to improve teachers’ compensation in the
rural areas. According to Zambia’s central statistical office (CSO), the poverty line stood at
K825,988 in August 2004. The minimum monthly salary at September 2004 for trained teachers
stood at K787,996, which together with the 20 percent rural hardship allowance puts the starting

19 The trigger is intended to refer to the “domestically financed discretionary budget”.
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compensation for a trained teacher above the poverty line for a household. This trigger was
therefore met.

18. Low retention rates—or, equivalently, high dropout rates—in five predominantly rural
provinces in the eastern and western “wings” of the country led to primary completion rates
substantially below the national average in these provinces. It was therefore agreed to include a
HIPC program trigger that would call for an action plan for increasing student retention in
Northern, Luapula, Eastern, Northwestern, and Western Provinces. Since 2000, the Ministry
of Education has taken numerous actions, which have had a positive impact on student retention
in these five lagging provinces. These measures include the Ministry’s deployment policy that
mandates that 100 percent of the newly qualified teachers should be posted to rural areas and the
elimination of user fees in Grades 1-7 following the Free Education policy introduced in 2002.
As a result, enroliment nationwide surged by 15 percent between 2001 and 2003, and retention
rates among the five relatively lagging provinces increased from about 95 percent in 2001 to
about 97 percent in 2003. The cumulative full-cycle retention rate,** corresponding to the
observed annual rates, increased from 73 percent to 83 percent in these provinces. This trigger
was therefore met.

19.  The education sector has seen increased enrollment at all levels of education since 2000.
This resulted in an increase in pupil/teacher ratios, partly because the hiring of new teachers (to
replace those retiring) was constrained as the Ministry of Education had not removed many
retired teachers from its payroll during the last few years. However, this issue has been addressed
in the 2005 budget™ creating fiscal space to incorporate 7000 additional teachers in Zambia’s
schools, effectively dealing with the shortfall registered since 2003 and improving Zambia’s
pupil/teacher ratios.

Progress in Health Sector Reform

20.  The health service has suffered from weaknesses in public expenditure management at
the sector level, which has seriously hampered service delivery. To address budget execution,
procurement and transparency in the health sector three HIPC program triggers were agreed
upon with government. First, to strengthen budget execution and to ensure that resources would
indeed flow to the districts, it was agreed that actual cash releases to District Health
Management Boards shall be at least 80 percent of the amount budgeted. This measure has
been implemented and continues to be observed. For 2004, actual cash releases to District Health
Management Boards as of December 2004 stood at an average of 84.4 percent of the budgeted
amount for the year, which is well above the required percentage. This trigger was therefore met.

1 Accumulation assumes that the observed annual retention rate prevails for the next six years
(to Grade 7 of the seven-year cycle).

12 The Dutch government has made available a grant in the amount of Euro 9.2 million to settle
the backlog of retirement and associated repatriation allowances and to provide for part of the
settling in allowances of the new teachers. The budget for 2005 also includes an additional
allocation for substantial teacher hiring.
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21.  Second, to improve accountability for resource use it was agreed with government that
procedures and mechanisms for the procurement of drugs should be reorganized to be fully
transparent and efficient. The procurement plan for the entire health sector has been reevaluated
and a revised set of procurement procedures finalized and distributed to all stakeholders. In line
with the agreement with the Cooperating Partners, all procurement is being done by the Central
Board of Health.® The tender for the Medical Stores Limited has been completed and the
contract has been awarded to Crown Agents, whose procedures would assure transparent and
more efficient procurement procedures for the procurement of drugs. This process was
concluded on October 1, 2004. A Business Plan was presented to the Health Sector on
September 30, 2004, and Cooperating Partners agreed in principle to fund the plan on condition
that Medical Stores Limited divides the plan into quarters, indicating quarterly activities and
budgets. This trigger was therefore met.

22.  Third, to improve transparency and access to information on expenditure allocation,
government agreed to the timely release of complete, detailed, annual health expenditure data.
The Income and Expenditure Reports for 2001 and 2002 were finalized in 2004; this was the first
time that such detailed data on public health sector activities have been released to the public.
The 2003 report was released in early 2005. This trigger was therefore met.

23. In addition to the HIPC program triggers related to a more transparent and accountable
public expenditure management system for the sector, it was important to improve service
delivery in the fight against malaria, which has remained a major cause of morbidity and
mortality in Zambia. Therefore, it was agreed at the time of the decision point that government
would implement and scale up an action plan for malaria. The deployment of Co-artem®, an
effective anti-malarial medicine, has been scaled up in selected 28 pilot districts.** In 2004, the
Ministry carried out a nationwide inventory of functional laboratories to establish the staffing
situation, and conducted an evaluation exercise of its Rapid Diagnostic Tests (RDTs)."
Currently, 34 percent of malaria cases are diagnosed through such laboratory tests.

24.  Additionally, the Ministry increased the distribution of Insecticide Treated Nets in all
districts throughout the country, and introduced an Indoor Residual Spraying System in

5 districts (Livingstone, Ndola, Kitwe, Kabwe and Lusaka) during the 2003/2004 transmission
season. Looking forward, the Ministry has developed a plan to increase the number of functional
laboratories in 2005 and 2006 by training staff for RDTs in 28 districts by the end of 2004/2005
transmission season, and by scaling up of the Indoor Residual Spraying project during the

'3 The public health sector is currently being restructured and the Ministry of Health will absorb
the Central Board of Health. This is not to affect the procurement procedures.

In 2003, the Ministry of Health conducted training of Health Worker in Co-artem® use
(January), introduced Co-artem® in 7 sentinel districts (February), trained front line health
workers in the use of Co-artem® in 28 districts (July), and deployed Co-artem® in 28 districts
(November).

> The use of RDTs is to be introduced to supplement microscopy.
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2004/2005 transmission season to cover 8 districts from the initial 5 districts (Kitwe, Ndola,
Kabwe, Lusaka and Livingstone). This trigger was therefore met.

25. In order to improve the prospects of meeting the health targets under the MDGs,
government is restructuring the health ministry. A revised and, most likely, increased
establishment (payroll) for the Ministry is to be agreed upon during 2005 and implemented in a
phased manner over the next few years taking into account the human capacity and budgetary
constraints that Zambia faces.

D. Key Structural Reforms

26. Two structural reform triggers in the area of divestiture were identified for the HIPC
program, aimed at reducing the fiscal burden of public enterprises and extending the provision
and quality of essential services in the electricity and financial sectors. Privatization of the state-
owned energy utility, ZESCO, and the remaining state-owned commercial bank, Zambia
National Commercial Bank (ZNCB), were seen as particularly important. With regard to
ZESCO, an understanding was reached in 2003 between the Government of the Republic of
Zambia, the staffs of IDA and the IMF that the objectives of restructuring and privatization as
originally envisaged could be pursued by the commercialization of ZESCO, whereby
government would retain ownership while ZESCO would operate on an independent and
commercial basis. An understanding was also reached on the modalities for monitoring
implementation of this strategy, which would be reviewed at three distinct points in time

(Box 2)—entry point (December 2003), interim point (June 2004), and evaluation point (June
2005). If ZESCO has not met the understood performance targets at the evaluation point,
government would be committed to implementing a strategy that is consistent with the original
objectives of restructuring and privatization.

217, In the context of the commercialization strategy, a possible alternative for the completion
point trigger on ZESCO was identified as: completion of all interim point actions specified in
the commercialization strategy and preparation, approval, and adoption by ZESCO’s Board of
Directors of a satisfactory annual business plan. Despite government’s strong ownership of the
commercialization strategy, there have been delays to its implementation, most notably in the
preparation of a business plan that properly addressed risks, pricing strategy, and ZESCO’s
planned tariff requests. In consultation with IDA and IMF staffs, ZESCO’s management revised
its original business plan to address these issues. The revised business plan for the financial year
starting April 1, 2005, was then approved by ZESCQO’s Board in late December 2004. In
addition, all actions for the interim point had been met by December 2004—including the
contracting of an expert to strengthen the capacity of the Energy Regulatory Board (ERB), which
had delayed the interim point somewhat with respect to the strategy’s timetable—and actions
taken under the entry point have been sustained. The staffs therefore consider that satisfactory
progress has been made in implementing the alternative strategy of commercialization of
ZESCO. The delay in the preparation of the business plan, however, will delay the evaluation
point, so that it can encompass an assessment of a full year’s performance under the plan. Based
on the progress achieved to date in the restructuring of ZESCO, it is recommended that the
IMF Board grants a waiver for the nonobservance of the HIPC completion point conditions
regarding the restructuring and privatization of ZESCO.
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28. Parallel to the commercialization of ZESCO, government has embarked on the
development of a new national energy policy. The new policy will better clarify the roles of
government as policy maker, the ERB, and the private sector and introduce measures to promote
competition and efficiency, in particular through private sector participation. The new policy is
expected to be submitted to cabinet for review and adoption by end-June 2005.

29. In 2000 government implemented much needed measures that improved ZNCB’s
financial position. To ensure that ZNCB’s operations would not become a costly contingent
liability once again, government agreed to the issuance of international bidding documents for
the sale of a majority (controlling) interest in the Zambia National Commercial Bank as a
HIPC completion point trigger. International bidding documents were issued in March 2003.
However, the prolonged negotiations with the selected preferred and reserve bidders could not be
successfully concluded and the board of Zambia's Privatization Agency (ZPA) terminated the
negotiations on March 15, 2005, for the purpose of issuing a new invitation to bid for the sale of
49 percent equity in ZNCB with management control as soon as possible (by late March or early
April 2005). In addition, government plans to offer a 26 percent share of ZNBC on the Lusaka
Stock Exchange, following an agreement with a strategic investor, which would reduce
government’s ownership to 25 percent, the maximum share allowed by a single entity under the
Banking and Financial Services Act. This trigger was therefore not fully met. Based on the
authorities’ commitment to restart the privatization process expeditiously, it is recommended
that the IMF Board grants a waiver for the nonobservance of the HIPC completion point
condition regarding the issuing of bidding documents for the sale of the ZNCB.

30.  To further strengthen the role of the financial sector in Zambia, the authorities prepared a
comprehensive financial sector development plan (FSDP) in 2004 drawing on the
recommendations of the IMF/IDA Financial Sector Assessment Program mission that was
undertaken in 2003. The implementation of the FSDP is supported by the cooperating partners
and should provide significant benefits to the economy through more efficient financial
intermediation and a deepening of the sector. The FSDP includes initiatives that should facilitate
increased access to financial services by the rural and urban poor.

E. Public Expenditure Management Reforms

31.  Zambia’s public expenditure management system contained serious weaknesses at the
time of the decision point. Government recognized that to be able to direct resources towards
priority poverty-reducing programs a serious reform effort was called for. As a result, two
triggers were included in the HIPC program. First, implementation of a Medium-Term
Expenditure Framework prepared by MoFED and approved by the Cabinet. And second,
implementation by MoFED of an Integrated Financial Management Information System
(IFMIS) on a pilot basis for at least three ministries and a mid-term review of the pilot
program.

32.  Government, with support from the donor community, has made substantial
progress with its broad strategy to strengthen public expenditure management and
financial accountability (PEMFA), in line with the recommendations of IDA’s PEMFA
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Review™ and the December 2003 joint IMF/IDA HIPC assessment and action plan to track
poverty-reducing spending. Government has agreed with the donor community on a reform
program that will improve Zambia’s PEMFA systems significantly. Meanwhile, government has
(i) put in place a Commitment Control System (CCS); (ii) introduced an activity-based budgeting

Box 2. Commercialization of Zambia Energy Supply Company (ZESCO)—
Understandings and Status of Implementation

In April 2003, the Zambian authorities adopted a strategy of commercialization of ZESCQO’s operations, which is intended
to achieve the same objectives as privatization. Understandings were reached with IDA and IMF staffs in September 2003
on the strategy and on the modalities for monitoring its implementation. Among these understandings, the strategy is to be
reviewed by June 2005 and, if by that time, ZESCO does not meet the agreed performance targets, the government is fully
committed to implementing a strategy that is consistent with the original objectives of privatization (i.e., extending the
provision and quality of service without risk of a fiscal burden).

The commercialization strategy encompasses four broad areas:

e The revision of legal provisions relating to ZESCO, including: (i) an amendment to ZESCO’s Articles of
Association and the composition of its Board to ensure independence from political interference and to provide a
mandate to operate on commercial principles; (ii) revisions to the Electricity Act and to the Energy Regulatory Board
(ERB) Act to revise ZESCO’s regulatory environment, including to give greater independence to the ERB; (iii) a
separate act to permit ZESCO to enter into private as well as public partnerships.

e Commercial operations: ZESCO is required to operate on a commercial basis and to provide evidence of its capacity
to do so—including the formulation and implementation of a business plan and the collection of amounts owed by
government; the absence of financial support from government; and tight constraints on government concessional
debt guarantees.

« Outstanding obligations: Outstanding obligations are to be settled (including those owed by the mining company,
RAMCOZ, and central and local government arrears) and ZESCO’s outstanding tax liabilities are to be clarified.

e Concessional borrowing: In order to provide ZESCO some breathing space to build a track record of credit
worthiness, new borrowing on concessional terms (mainly from the World Bank) guaranteed by the government is
permitted up to US$40 million until the end of 2005.

The strategy for commercialization envisages its implementation in three stages:

e Entry point—December 2003. Before approval of the new strategy by IDA and IMF staff, government was to
implement ten measures. These included (i) reduction of technical and non-technical losses; (ii-v) 4 specific measures
dealing with outstanding obligations; (vi) ZESCO board approval for amending the Articles of Association; (vii) the
constitution of a new ZESCO Board with 9 members, of whom only 2 are from the public sector; (viii) preparation of
amendments to the ERB and Electricity Acts; (ix) ERB resolution with respect to electricity tariff adjustment for
2003; and (x) strengthening of ERB’s capacity. All actions were implemented by December 2003 and have been
sustained.

e Interim point—June 2004. The strategy envisaged the implementation of four measures: (i-ii) the amendment of the
ERB and the Electricity Acts; (iii) the contracting of an international regulatory expert to assist the ERB; and (iv)
government approval of a proposal by the Ministry of Energy and Water Development for separate legal acts for
private and public partnership. All actions were implemented by December 2004.

e Evaluation point—June 2005. The framework envisages the implementation of three further measures prior to a
final assessment of the viability of the strategy. These are: (i-ii) completed implementation of settlement plans for
arrears owed by government agencies and by RAMCOZ; and (iii) ex-post evaluation of the ZESCO business plan
preparation process, implementation results, and management performance. Forthcoming measure.

1% IDA Report No. 26162-ZA.
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(ABB), which allowed for improved analysis of links between budgets and programs, and
facilitates more detailed and comprehensive prioritization and monitoring of expenditures,
particularly poverty-related spending, and (iii) upgraded and modified the main accounting and
reporting system—the Financial Management System (FMS)—to enable it to produce timely
quarterly reports using the ABB classification. The FMS was also computerized.

Medium-Term Expenditure Framework

33. The first Medium-Term Expenditure Framework (MTEF) covered 2004—-06 and was
prepared as background for the 2004 budget proposal. The aim was to enhance transparency and
planning in the budget process and to achieve greater efficiency in budget allocations. In October
2003, government issued its first consultative “Green Paper” on the 2004-06 MTEF, which
outlined both the macroeconomic framework—including projections on economic growth,
inflation, the exchange rate, balance of payments, and domestic and foreign debt-service
payments—and the fiscal framework which outlined the expected resources available to
government and their allocation by type of expenditure.

34. The Green Paper was also subject to a broad consultative process, which included the
president, the cabinet, members of parliament, and stakeholders at the provincial level. These
consultations promoted transparency, enhanced the realism of budget preparation and increased

understanding and ownership of the budget by all stakeholders. As such, the Green Paper was an
important step in the effort to link budgets to the national priorities as espoused in Zambia’s
PRSP/TNDP.

35.  The 2005-07 MTEF presented in the Green Paper issued in October 2004 was much
improved over the previous year’s and was distributed to parliament and stakeholders for
discussion. This Green Paper, unlike the first one, contained sectoral budget ceilings, which
allowed for greater scrutiny of budget priorities and inter-sectoral allocations and was the
outcome of intensive cabinet deliberations. Based on the ceilings, line ministries, provinces, and
spending agencies prepared an activity-based and bottom-up budget for 2005-07. The MTEF
was submitted to cabinet for approval and formed the basis for the 2005 budget proposal
submitted to parliament in January 2005. Based on these developments, the trigger with respect
to the MTEF was met and has been sustained.

IFMIS Implementation

36.  The objective of the IFMIS project is to implement a computerized financial management
information system for the Zambian Government, which will aid strategic management of public
financial resources for enhanced accountability, transparency, and cost-effective public service
delivery. The main expected outputs of IFMIS include timely and accurate financial reports,
improved monitoring of public expenditure, and strengthened financial management and
controls. This trigger has not been met due to weak implementation capacity of government
and protracted procurement difficulties partly outside of the authorities’ control. Key steps
have been taken to prepare for the initiation of the IFMIS pilot. In particular (i) IFMIS
management and technical committees have been constituted; (ii) the IFMIS design has been
completed; (iii) the preparation of sites has almost been completed; (iv) an ABB software that
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can accommaodate a 3-year planning horizon has been deployed; (v) the FMS has been upgraded
so that it can report using the ABB classification; and (vi) the Local Area Network (LAN) at the
MoFNP has been revamped to accommodate the new ABB and FMS data, and in due course, the
IFMIS pilot. While the trigger on the IFMIS has not been met, IMF and IDA staffs are of the
view that substantive progress has been achieved in the broader reform of public expenditure
management and that the authorities remain committed to initiating the IFMIS pilot as soon as
possible. Based on this commitment and the progress achieved in public expenditure
management more broadly, it is recommended that the IMF Board grants a waiver for the
nonobservance of the HIPC completion point conditions regarding the initiation and
review of the IFMIS pilot.

F. Use of HIPC Initiative Interim Assistance

37. Budgetary savings from interim HIPC debt relief have been used broadly in line
with the criteria set forth at the decision point (Table 2). Given that the Bank of Zambia faced
large debt service obligations, whose nonpayment could have resulted in a curtailment of non-
HIPC donor assistance, HIPC interim debt relief accruing to the Bank of Zambia was designated
for debt service payments. The remainder has mostly been allocated to priority poverty-reducing
programs, which focused on investments in infrastructure, support for small-scale farmers and
food security, and increased expenditures in the social sectors, in particular, education.

38. Government, in consultation with staff of the IMF and IDA, developed an
expenditure tracking system that allows for explicit identification of savings from interim
HIPC debt relief. Under this arrangement savings of debt service accruing to the government
were allocated to priority poverty-reducing programs. To facilitate monitoring, funding for these
programs was channeled through a special account at the BoZ. Government ministries and
agencies executing these priority programs using HIPC debt relief were required to submit their
request for resources to the MoFNP, which would then authorize the BoZ to release these
resources.

39. Looking ahead, government is committed under the MTEF to increasing spending
on priority poverty-reducing programs (PRPs) by at least 1.6 percentage points of GDP
between 2004 and 2006. As a result of improvements in budgeting, including the introduction of
ABB, the 2005 budget now includes a wider definition of poverty-reducing expenditures that
will also be used in quarterly budget execution reports. With this comprehensive reporting on
poverty related expenditure, which includes expenditures financed from all sources, the previous
procedures operating with a special account in the BOZ have been discontinued.

I11. DEBT RELIEF AND DEBT SUSTAINABILITY ANALYSIS UPDATE
A. Updated Data Reconciliation for the Decision Point

40.  Anupdated reconciliation of debt data conducted by the staffs of IDA and the IMF,
together with the Zambian authorities, indicates that a revision to the amount of HIPC
Initiative assistance calculated at decision point is not necessary. New creditor information
and revisions to the terms of loans for some multilateral creditors result in an upward revision of
less than 1 percent of the overall NPV of debt as of end-1999, after traditional debt relief. In
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accordance with enhanced HIPC Initiative guidelines, staffs have, therefore, not changed their
assessment of the required debt relief at decision point or the corresponding common reduction
factor. The main revisions are as follows:

. Multilateral Creditors. A revision to the terms of the loans of the AfDB Group, the
OPEC Fund, and the IFAD leads to a US$14.9 million increase in the NPV of debt owed
to these creditors. The NPV of debt to the EEC was revised downward by
US$0.93 million due to a revised debt service profile provided by the creditor, while the
NPV of debt to the EIB was revised upward by US$0.33 million for the same reason. The
reclassification of European Economic Community-1DA administered loans from
multilateral credits to Paris Club bilateral credits results in a downward revision of
US$1.9 million. The net addition to the debt owed to multilateral creditors is
US$12.4 million in NPV terms.

. Bilateral Creditors. The NPV of bilateral debt has been increased by US$11.7 million
because of the addition of loans from the United States, Brazil, and France that were not
captured during the reconciliation exercise at decision point, as well as the
reclassification of IDA-administered EEC loans (described above). However, loans
amounting to US$6.1 million in NPV terms were subtracted for Italy, as these loans arose
out of a prior Paris Club rescheduling agreement, but were subsequently not made
effective. The net addition to bilateral debt is, therefore, US$5.6 million in NPV terms.

41. The revised end-1999 NPV of debt, after full implementation of traditional debt
relief mechanisms, amounts to US$4,002.6 million compared to US$3,990.5 million
estimated at the decision point.'” Since the upward adjustment is less than 1 percent of the
NPV of debt outstanding after HIPC Initiative relief, staffs have maintained the estimate of
required HIPC Initiative relief of US$2,499 million in NPV terms and the corresponding
common reduction factor of 62.6 percent calculated at decision point (Table 3).

B. Status of Creditor Participation

42. Creditors representing 97 percent (US$2,416 million in end-1999 NPV terms) of
HIPC Initiative debt relief estimated to be required at the decision point have given
satisfactory financing assurances (Table 4). Based on these financing assurances, multilateral
creditors account for 53 percent of total committed HIPC Initiative assistance, while bilateral
creditors account for 44 percent. Paris Club and most multilateral creditors have provided interim
assistance. The Zambian authorities are making an effort to obtain HIPC Initiative debt relief
from creditors that have yet to participate in the Initiative.

C. Multilateral Creditors

43. Debt relief from multilateral creditors under the enhanced HIPC Initiative amounts
to US$1,331 million in 1999 NPV terms. IDA, the IMF, the AfDB, the EU, and the OPEC Fund

" The total net increase in the NPV of debt is US$18.8 million, but falls to US$12.1 million after
traditional debt relief.



-21 -

have granted interim assistance. The IFAD and the Arab Bank for African Economic
Development (BADEA) have committed to provide the assistance required under the enhanced
HIPC Initiative once Zambia reaches the completion point.

44.  Assistance from IDA (Table 5). Debt relief from IDA, approved at the decision point,
amounts to $488 million in 1999 NPV terms. This assistance is being delivered through a
reduction of 84 percent of the debt service falling due to IDA until 2003 and an average of 64
percent thereafter on debt service on disbursed and outstanding credits to IDA as of end-
December 1999. Over 2001-20, this mechanism is projected to provide cumulative nominal
assistance of US$885 million. Of this amount, US$98 million is delivered as interim assistance.

45.  Assistance from the IMF (Table 6). Debt relief from the IMF amounts to

SDR 469 million (US$602 million) in 1999 NPV terms. IMF assistance is being delivered
through grants from the PRGF-HIPC Trust to Zambia’s Umbrella Account. At the decision
point, the Executive Board of the IMF decided that, on an exceptional basis, IMF interim
assistance should amount to 75 percent of total IMF HIPC Initiative assistance to Zambia. As a
result, a total of SDR351 million was provided as interim assistance through end-2003. Interim
assistance covered approximately 69 percent of Zambia’s principal repayments falling due to the
IMF during 2001-03. Remaining assistance would nearly cover the large principal repayments to
the IMF in 2005, with smaller amounts available for 2006-07 when repayment obligations
decline sharply.

46.  Assistance from the AfDB Group. Debt relief from the AfDB Group amounts to
US$146 million in 1999 NPV terms. AfDB group assistance provided to Zambia since January
2001 amounted to US$61 million in nominal terms. Interim assistance was halted in October
2003 when the cumulative limit for interim assistance of 40 percent of the total NPV of debt
relief committed was reached. AfDB’s interim assistance was provided through a reduction of
76.8 percent in debt service payments to the AfDB Group over the period January 2001 to
October 2003 and will resume after the completion point is reached through an 80 percent
reduction in debt-service payments due until 2014.

Bilateral and commercial creditors

47. Paris Club creditors have agreed in principle to provide assistance to Zambia under the
enhanced HIPC Initiative on Cologne terms, amounting to almost US$1.1 billion in 1999 NPV
terms. In order to provide interim assistance under the enhanced HIPC Initiative, the Paris Club
provided flow relief under Cologne terms (a debt reduction of 90 percent in NPV terms).
Provided Zambia has maintained satisfactory relations with participating creditor countries, the
Paris Club has agreed to a goodwill clause stating that participating countries will, at the
completion point, make the necessary effort to enable Zambia to reach the HIPC Initiative
threshold in the context of equitable burden sharing among creditors. The remaining amount of
assistance required from the Paris Club at the completion point (that is after factoring in the
interim assistance provided) would be delivered through a stock-of-debt operation on Cologne
terms to ensure that the NPV assistance pledged at decision point is delivered in full. Most Paris
Club creditors have indicated their intention to provide debt relief beyond that required under the
enhanced HIPC Initiative, estimated at US$87 million in NPV terms as of end-2003. The
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willingness of Paris Club creditors to deliver debt relief beyond that required under the HIPC
Initiative, and the modalities of such delivery, are summarized in Table 7.

48. Non-Paris Club bilateral and commercial creditors are expected to provide
treatment comparable to that of the Paris Club. Under the enhanced HIPC Initiative, this
assistance amounts to US$79 million in 1999 NPV terms. Of these creditors, India has provided
full relief on official debt, as well as a 50 percent write-off of commercial debt; China wrote off
selected loans (without bilateral reconciliation) at the decision point. The Czech Republic has
received a settlement of its claims through a buyback priced at 11 U.S. cents to the U.S. dollar.
Romanian debt, now held by a commercial entity, has been reduced by 67 percent. Other non-
Paris Club countriesand commercial creditors have yet to signal their willingness to provide debt
relief to Zambia. The Zambian authorities are continuing their efforts to obtain comparable
treatment from official bilateral and commercial creditors.

D. Updated Debt Sustainability Analysis
External Debt at End-2003

49.  The DSA included in the decision point document has been updated jointly by the
Zambian authorities and the staffs of IDA and the IMF. The stock of debt disbursed and
outstanding was updated on the basis of end-2003 loan-by-loan information provided by the
authorities. This information has been reconciled with creditor statements from all multilateral
and Paris Club creditors, as well as with statements from several non—Paris Club creditors. The
reconciliation rate is in excess of 94 percent of the total debt outstanding and disbursed as of
end-2003. The exchange rates and discount rates used for calculating Zambia’s nominal and
NPV debt as of end-2003 are presented in Table 8.

50. Based on the reconciled debt data, Zambia’s nominal stock of disbursed and
outstanding external debt reached US$7,000 million at end-2003, compared with

US$6,459 million at end-1999. Of the end-2003 total, 56 percent was owed to multilateral
creditors, 43 percent to bilateral creditors, and less than 1 percent to commercial creditors.
Zambia’s largest official creditor at end-2003 was IDA, accounting for 34 percent of total debt in
nominal terms (Table 9).

51.  The NPV of Zambia’s debt at end-2003, after full application of traditional debt
relief mechanisms, is estimated at US$4,872 million, equivalent to 432 percent of exports of
goods and non-factor services (three-year average). After full delivery of HIPC Initiative debt
relief, the NPV of external debt would be reduced to US$2,078 million, equivalent to

184 percent of exports, 34 percentage points higher than the 150 percent debt sustainability
threshold and 23 percentage points higher than the decision point projection for end-2003.
Taking into account additional bilateral debt relief, the NPV of external debt would be reduced to
US$1,958 million, equivalent to 174 percent of exports (Table 10).
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Factors explaining the increase in the NPV of debt-to-exports ratio between end-1999 and
end-2003

52.  Zambia’s NPV of debt-to-exports ratio, assuming the full delivery of HIPC
assistance, increased by 34 percentage points between end-1999 and end-2003, to

184 percent. Of this increase, 23 percentage points represent the change in the ratio that was not
anticipated at decision point. Changes in the exchange rates and discount rates that are used in
the calculation of the U.S. dollar value of the NPV of external debt and new borrowing are the
key factors behind the overall increase in the ratio. Although the growth of exports over the
1999-2003 period lowered the ratio significantly, export growth was considerably slower than
projected at the time of the decision point. On the other hand, new borrowing during 1999-2003
was lower than projected. The relative contributions of each factor to the increase in the NPV of
debt-to- exports ratio is presented in the text table, below.

53. At the time of the decision point, new borrowing was projected to increase
significantly from 1999 due in part to the approval of a new PRGF arrangement with the IMF in
1999. Because export growth was not expected to keep pace with the projected increase in new
borrowing, staffs projected a rise in the NPV of debt-to-exports ratio to 161 percent at end-2003.
However, actual new borrowing was less than expected, due in part to the PRGF arrangement
going off-track in 2003 and the country falling into the low case lending scenario under IDA’s
1999-2003 Country Assistance Strategy. Consequently, the unanticipated shortfall of new
borrowing acted to reduce the actual debt-to-exports ratio at end-2003.

54. Export growth during 2000-03 fell well short of the decision point projection. The
weaker export outturn (by about 20 percent on average) than anticipated at decision point was in
large measure due to a substantial shortfall in metals export receipts. Although copper export
volumes expanded at a strong pace, after an initial dip in 2000, copper prices remained relatively
soft through 2003. Other metals exports experienced an even weaker performance. The shortfall
in export earnings added 35 percentage points to the end-2003 NPV of debt-to-exports ratio
relative to the decision point projection (Table 11).

55.  The increase in the end-2003 debt-to-exports ratio due to changes in the parameters
used to update the DSA is fully offset by the revision in the assumed delivery of HIPC
Initiative assistance. The depreciation of the U.S. dollar against major international currencies
and the decline in discount rates from end-1999 to end-2003 increased the NPV of debt-to-
exports ratio by 28 percentage points.'® Staffs revised the delivery modality of HIPC Initiative
debt relief based on updated information from creditors, which results in a more back-loaded
delivery of assistance than projected at the decision point. While the total amount of HIPC
Initiative assistance in end-1999 NPV terms does not change, the effect of the back-loading of
relief is to proportionately increase the share of HIPC Initiative assistance relative to additional

'8 The contribution to this increase from exchange rates is less pronounced in the case of Zambia
than is typical in other HIPC countries given the large share of Japanese Yen in the total stock of
debt and the depreciation of the Yen against the U.S. dollar over the 2000-03 period.
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bilateral assistance beyond the HIPC Initiative. The latter is estimated to lower the end-2003
debt-to exports ratio by 8 percentage points.

Change in the NPV of Debt-to-Exports Ratio from
Decision Point to Completion Point

Anticipated
Change in Ratio Unanticipated
from end-1999 Change in the Total Change
to end-2003 2/ end-2003 Ratio in Ratio
Percentage points
End-1999 NPV of debt-to-exports ratio 150.0 150.0 2/
End-2003 NPV of debt-to-exports ratio 161.0 2/
Factors contributing to changes in ratios
New borrowing (2000-03) 74.5 -1.4 67.1
Export growth (2000-03) -63.5 345 -29.1
Changes in parameters 275 275
of which
Due to changes in the discount rates 19.8 19.8
Due to changes in the exchange rates 7.8 7.8
Change in HIPC relief delivery assumptions 3/ -28.4 -28.4
Other factors 4/ -2.8 -2.8
End-2003 NPV of debt-to-exports ratio 161.0 184.4 5/ 184.4 5/
Memorandum Item:
End-2003 NPV of debt-to-exports ratio after bilateral
debt relief beyond HIPC 174.9 5/

Source: Staff estimates.

1/ All figures assume the full delivery of debt relief under the HIPC Initiative.

2/ End-1999 data and projections at the time of the decision point.

3/ Mainly represents lower-than-projected delivery of HIPC debt relief during the interim period.

4/ Includes revisions in the end-1999 database.

5/ Based on actual end-2003 debt stocks, discount rates, exchange rates and the three-year backward-looking average of exports of
good and services.

External Debt Outlook, 2004-23

56.  The long-term external debt outlook is set against a macroeconomic framework
based upon the PRGF- supported program that is elaborated in the authorities’ medium-
term expenditure framework (MTEF) prepared for the 2005 budget and extended along
current trends (Table 12 and Box 3). Annual real GDP growth is assumed to hold steady at

5 percent per year over the projection period, 2004-23, while inflation, after being reduced to

5 percent per year by 2007, also holds steady thereafter. Investment is assumed to be maintained
at 22% percent of GDP, which, based on recent experience, would support this rate of economic
growth. In line with the MTEF, government domestic borrowing needs would be reduced to
about Y2 percent of GDP by 2007, led by continued spending discipline and donor support. Over
the long term, government revenues are assumed to increase gradually (to 20 percent of GDP by
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Box 3. Zambia: Macroeconomic Assumptions Underlying the Debt Sustainability
Analysis Over the Period 2004-2023

Real GDP growth, is projected to remain steady at 5 percent a year, in line with recent
performance. This is also consistent with the assumption used in the decision point DSA.

Inflation is expected to fall to 5 percent over the medium term (by 2007), the same level as
targeted at the decision point.

Real effective exchange rate is assumed to remain largely unchanged over the long term.

Export volume is projected to show strong growth over the medium term, reflecting major
investments in mining and agriculture, before slowing down to 4 percent annual growth over
the long term, when mining exports are assumed to expand at about 2 percent a year, while
other (nontraditional) exports grow at about 7 percent a year.

Current account deficit, including official transfers, is forecast to decline gradually from
nearly 5 percent of GDP in 2004 before leveling-off at just over 2 percent by 2014-23.

Fiscal policy. The 3-year PRGF-supported program is anchored on reducing government’s
domestic borrowing to 0.6 percent of GDP in 2007, before falling to near zero over the long
term. Government revenues are projected to rise gradually to 19 percent of GDP by 2011 and
continue growing to 20 percent of GDP by 2016, before holding steady at that level.
Government spending, excluding externally financed projects, is expected to gradually fall to
about 1 percentage point of GDP above government revenues, with the balance financed by
budget support grants and loans. Externally financed projects are projected to decline gradually
to 3-4 percent of GDP over the long term, with grants making up an increasing share of the
total.

Saving and investment. Gross domestic investment is projected to hold steady at about
22, percent of GDP, down 2-3 percentage points from present levels, but still a few
percentage points higher than historical levels. Gross national saving (after official transfers
and debt relief) is projected to remain in the range of 18-19 percent of GDP.

Foreign direct investment is projected to fall off from its current high of 5-7 percent of GDP
to about 5 percent of GDP a year.

New external borrowing, excluding IMF disbursements, is assumed to be about

US$120 million a year over the medium term, mostly from IDA and the African Development
Bank. This figure would fall to US$105 million in 2009, as a greater share of donor assistance

comes in the form of grants. From this level, new external borrowing would remain constant in
real terms.

Gross official reserves, expressed in months of imports of goods and services, are expected to
grow gradually to nearly 6 months of imports by the end of the projection period.
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2016). Following a strong export performance over the medium term, mainly reflecting recent
and ongoing investments in mining, agriculture, and tourism, export volumes are expected to
grow at a more moderate pace of 4 percent a year over the long term. New external borrowing by
government is projected to remain in line with current program trends, partly reflecting a shift to
greater donor assistance in the form of grants.

57.  Zambia’s debt-to-export ratio is projected to fall steadily from the end-2003 level
(Tables 13-15 and Figure 3). Based on preliminary data, the NPV of debt-to-exports ratio is
estimated to have fallen to 140 percent at end-2004, after the full delivery of HIPC Initiative and
additional bilateral debt relief. The very strong increase in export receipts in 2004 is the main
factor behind this sharp drop in the debt-to-exports ratio,*® while substantial repayments to the
IMF in 2004 also contribute.?’ Staffs’ projections indicate that the ratio would fall further over
the medium term and remain well below the HIPC Initiative threshold of 150 percent for the
entire projection period, reaching 90 percent by 2010 and 53 percent by 2023. The average level
of the ratio over the 2003-13 period is projected to be 105 percent, considerably less than the
average for non-HIPC low-income countries (143 percent).

58. External debt service after full delivery of HIPC Initiative and additional bilateral
relief is expected to remain well below 10 percent of exports after 2004. The debt service-to-
export ratio in 2004 is estimated at 22 percent (mainly because of large repayments to the Fund
before falling sharply to 5 percent in 2005.* The estimated average debt service-to-exports ratio
over the 2004-13 period is 7 percent (6 percent during 2005-13) reflecting the impact of debt
relief and the high concessionality of new debt. This average is also well below the average for
non-HIPC low-income countries (15 percent).

Sensitivity Analysis

59. Based on a sensitivity analysis of three relatively severe shocks, it appears that
Zambia’s debt after HIPC Initiative assistance would remain well within a manageable
range. This is primarily the result of the favorable starting position that Zambia achieves under
the baseline scenario where the amounts of new external borrowing are quite modest and exports,
which staged a strong recovery in 2004, are projected to maintain a high level, given the ongoing
investments in the export sectors (Table 16 and Figure 4).

9 The denominator in the NPV of debt-to-exports ratio is the 3-year average of export earnings
ending in the current year. As a result, while the growth in export earnings is projected to
moderate over the medium term, a strong reduction in this ratio is expected again in 2005 and, to
a lesser extent, in 2006.

2 The NPV of disbursements under the PRGF arrangement approved in June 2004 is lower than
that of the repayments.

2! LLarge PRGF repayments account for more than half of total debt service in 2004,
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Figure 3. External Debt and Debt-Service Indicators for Medium-and Long-Term Public
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Sensitivity scenario 1: Lower copper prices and lower copper export volumes

60.  This scenario assumes that, beginning in 2005, there is a permanent 20 percent decline in
the price of copper relative to the baseline projection, which already incorporates a 29 percent
drop in copper prices by 2007. Over a three-year adjustment period, copper production falls
permanently by 10 percent in response to the additional price decrease and, for a five-year period,
government borrows additional funds to maintain spending levels in the face of a shortfall in
revenues that arises from slightly lower GDP growth. By the end of the projection period,
exports are 16 percent lower than in the baseline, while the stock of debt and debt service falling
due is only slightly higher. As a result, the NPV of debt-to-exports at end-2010 is projected to be
110 percent, or about 20 percentage points above the baseline, well below the enhanced HIPC
Initiative threshold of 150 percent. For 2023, the debt-to exports ratio is projected to be

62 percent, or 7 percentage points higher than in the baseline.

Sensitivity scenario 2: Lower real GDP growth and lower non-traditional export growth

61.  This scenario assumes that, beginning in 2005, real GDP growth and nontraditional
export volume growth are only 3 percent a year (compared with 5 percent and 7 percent,
respectively, in the baseline). Government revenues fall in line with the lower GDP figures and
for a six-year period, government borrows additional funds (totaling $192 million) to maintain
spending levels in the face of a shortfall in revenues that arises from the lower GDP growth. The
NPV of debt-to-exports ratio for 2010 is projected to be 104 percent, or 14 percentage points
higher than in the baseline. By the end of the projection period, exports are 28 percent lower than
in the baseline, giving a debt-to-exports ratio of 75 percent, or 20 percentage points higher than
in the baseline.

Sensitivity scenario 3: Increased borrowing to meet a shortfall (25 percent) in grants.

62.  This scenario assumes that real GDP growth and exports remain unchanged from the
baseline, but that, beginning in 2005, disbursements of budget support grants fall short of
projections by 25 percent. This shortfall is made up with additional borrowing throughout the
projection period (totaling US$628 million). By 2010, this gives a projected NPV of debt-to-
exports ratio of 96 percent, only marginally higher than the baseline (94 percent) By the end of
the projection period, the projected debt-to-exports ratio is 62 percent, or 7 percentage points
higher than in the baseline.

Topping-up

63.  The staffs of the IMF and IDA are of the view that there is not a case for Zambia to
be granted topping up assistance at the completion point. The enhanced HIPC Initiative
provides for the possibility of granting additional debt relief at the completion point if the
deterioration in a country’s debt sustainability is primarily attributable to a fundamental change
in the country’s economic circumstances due to exogenous factors. The NPV of Zambia’s debt-
to-exports ratio of 174 percent at end-2003, after full delivery of HIPC Initiative assistance and
additional bilateral debt relief is 24 percentage points higher than HIPC Initiative debt
sustainability threshold of 150 percent and 13 percentage points higher than projected at the
decision point. This deterioration in the debt sustainability indicators is also primarily due to
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exogenous factors, namely changes in the discount and exchange rate parameters between the
decision and completion points and the shortfall in export receipts during 2001-03, relative to
decision point projections, owing mainly to weak world market prices for copper in this period.
However, the staffs do not consider that that these developments reflects a fundamental change
in Zambia’s economic circumstances, given that the debt-to-exports ratio has already fallen
sharply in 2004 (by 35 percentage points) and is projected to decline steadily thereafter, owing to
the recovery in exports and increased share of grants in external financing. The resilience of the
debt-to-exports ratio projections to some severe shocks or sustained poorer export performance
than assumed in the baseline supports this view.

64. Zambia’s projected debt service-to-exports ratio (well below 10 percent after 2004)
is also consistent with the view that adverse developments in exogenous factors have not
caused a fundamental change in the country’s economic circumstances that would unduly
compromise its chances for long-term debt sustainability. In the baseline, as well as in all the
scenarios described in the sensitivity analysis, the debt service-to-exports ratio is projected to
average well below 10 percent during 2004-13. Other indicators of Zambia’s debt burden also
support this view. The debt-service-to-fiscal revenues ratio remains below 10 percent for the
entire projection period, while the NPV of debt-to-fiscal revenues ratio also remains below the
HIPC Initiative fiscal threshold of 250 percent for the projection period.

IV. PuBLIC DEBT MANAGEMENT

65.  While reaching the completion point will ease the burden of Zambia’s external
public debt, there will continue to be risks to government’s budget and the economy arising
from overall public debt. In addition to foreign currency exposure typical of a HIPC country
with large external debt portfolios, significant risks from rollover and interest rate exposure have
built up as a result of the accumulation of short-term domestic borrowing. At the same time,
capacity in debt management is relatively low, and therefore there is an urgent need to strengthen
basic debt management functions, and support the development of domestic debt markets.

66.  To address weaknesses in public debt management Zambia has participated in the Joint
IMF/World Bank Debt Reform and Capacity Building Program. An assessment identifying the
main challenges in Zambia’s public debt management and government debt markets was
undertaken in May 2004 (Box 4). As a result, the authorities have prepared a public debt
management reform program which is to be implemented over the next 3-5 years with support
from IDA and cooperating partners.
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Box 4: Main Challenges in Public Debt Management

Improving Zambia’s debt management requires actions on governance, strategy and risk
management, and debt market development, for which capacity building is indispensable. Given
current practices, efforts should focus first on establishing an institutional framework and capacity
that ensure the continuous maintenance of an updated debt database, and then on developing a
strategy for overall debt management including post-HIPC debt relief. The Bank of Zambia (BoZ)
could focus on addressing some debt market shortcomings in the short run, and reforming the
financial market structure in the medium term.

The strengthening of a back office function is the most imminent need to ensure the accuracy
and comprehensiveness of debt transaction records, and punctual payments on outstanding
debt based on a reliable debt recording system. A critical step in this direction includes the
building of a consolidated database, which has commenced. Subsequently, or even in parallel if
circumstances permit, government is advised to strengthen the Investment and Debt Management
Department’s (IDM) capacity to conduct basic risk analysis so as to formulate a debt management
strategy and provide input to post-HIPC credit negotiations, such that the MoFNP can play a more
active role in strategy formulation.

Contingent liabilities, on-lending, and sub-national debt also need serious attention as part of
the country’s overall debt management. Government is recommended to set up a general policy for
providing guarantees and include information on these liabilities in its consolidated database. The
policy on contingent liabilities may be technically separate from the debt management strategy.
However, it is desirable to integrate it in the overall debt management strategy as issuing a guarantee
creates similar risks as borrowing and on-lending by government.

Government is advised to merge the laws governing public borrowing into a comprehensive
new law that would govern all borrowing by the Republic of Zambia and centralizes the ability to
borrow in the name of the Republic with the Minister of Finance and National Planning. Furthermore,
the law should specify how the Minister should be accountable to the National Assembly and the
public.

The organizational structure of debt management functions in Zambia does not function well.
Debt management responsibilities are split between the IDM and the BoZ. The coordination and
exchange of information between the ministry and the central bank are deficient. The current
governance arrangements make it difficult to formulate a consolidated debt management strategy. In
the area of domestic debt MoFNP has in practice handed over the responsibility to BoZ. While this
arrangement seems to have worked relatively well, the MoFNP should play a more active role when it
comes to the policy and management of the domestic debt. One important reason for this is to make
possible a clear separation of monetary policy and debt management as such a separation would be
supportive of the development of the domestic debt markets.

Zambia lacks a comprehensive strategy for managing its debt. Over the last few years, domestic
debt has increased its share in the total as a shortfall in external resource inflows has led government
to fill the gap in the domestic market. Since room for discretion in debt management centers on the
domestic debt, government needs a clear policy to manage its liability portfolio especially with regard
to refinancing maturing debt and the exposure to domestic interest rate risk. The formulation of a
successful debt strategy to address the portfolio risks is vital to maintain Zambia on a fiscally
sustainable path. The strategy should be guided by clear debt management objectives and expressed
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Box 4: Main Challenges in Public Debt Management

in a law governing all borrowing in the name of the Republic. In addition to funding government with
due regard to cost and risk implications, it is crucial to give the MoFNP a clear mandate to promote
the development of the domestic debt market.

Zambia’s domestic debt market is an emergent one. The BoZ has substantially improved the
market, but the market has yet to allow government to achieve debt management objectives while
facilitating monetary policy operations. The market is characterized by a concentration of government
securities ownership in the banking sector, an illiquid secondary market, and short-maturities of
government securities. These market characteristics build up systemic risk in the banking sector,
constrain the economy’s capacity for absorbing government securities, and prevent government from
lowering funding costs and managing risks such as interest and refinancing risks. Conversely, the
absence of a debt management strategy and the inadequacy of cash management hinder the central
bank’s monetary operations significantly.

The authorities are advised to take a series of policy measures to develop debt markets. Short-
term measures include activating interbank and customer repo markets, introducing market making
obligations, and permitting OTC transactions. In the medium- and long-term, government is
recommended, among other things, to ensure competition in the financial sector, to encourage NBFIs’
intermediation, to consolidate NBFI regulators, and to reform clearing, settlement and custody
systems.

V. CONCLUSIONS

67.  The staffs of the IMF and IDA are of the view that Zambia’s performance relative
to the conditions for reaching the completion point under the enhanced HIPC Initiative has
been satisfactory. The full PRSP was prepared and implemented satisfactorily for at least one
full year, a satisfactory track record under a PRGF-supported program has been re-established,
and most key structural reforms and social measures have been implemented. Given the overall
progress in structural reforms, including a broad strategy to strengthen public expenditure
management, the staffs consider that adequate progress has been made in implementing the
completion point triggers.

68.  Zambia’s debt-to-export profile remains robust under a number of different
sensitivity scenarios owing to debt relief provided at completion point, including the
delivery of additional bilateral assistance, and the expectation that prudent macroeconomic
policies and structural reforms are maintained. The authorities would also need to improve
debt management and continue to borrow on concessional terms. The NPV of debt-to-exports
ratio under the baseline and the sensitivity scenarios presented remains below the HIPC
threshold of 150 percent for the entire projection period. In the staffs’ view, Zambia is not a
candidate for topping up of debt relief at completion point under the enhanced HIPC Initiative.

69.  The staffs of the IMF and IDA therefore recommend that the Executive Directors
determine that Zambia has reached the completion point under the enhanced HIPC
Initiative.
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VI. ISSUES FOR DISCUSSION
70. Executive Directors are asked to provide guidance on the following questions:

Do Directors agree that Zambia has met the conditions for reaching the completion point
under the enhanced HIPC Initiative framework, as established at the time of the decision point?

Do Directors agree that sufficient assurances have been given by Zambia’s other creditors
to commit enhanced HIPC Initiative resources to Zambia, as approved at the decision point, on
an irrevocable basis?
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Table 1. Zambia: Selected Economic and Financial Indicators, 2000-04

2000 2001 2002 2003 2004

Prel.

National income and prices
Real GDP
GDP deflator
Consumer prices (annual average)
Consumer prices (end of period)

External sector
U.S. dollar value of exports of goods and services
U.S. dollar value of imports of goods and services
Export volume (goods)
Import volume (goods)
Copper export volume
Nonmetal export volume
Copper export prices (average, U.S. dollars per pound)
Nominal effective exchange rate (annual average)
Real effective exchange rate (annual average)
Terms of trade

Money and credit (change in percent of beginning-of-year M2)
Net foreign assets
Net domestic assets
Net domestic credit

Net claims on government

Claims on nongovernment
Broad money
Velocity

Central government budget
Revenue (excluding grants)
Grants
Expenditures 1/

Domestic expenditures 1/ 2/

Investment and savings
Gross national savings 3/
Gross foreign savings 4/
Gross domestic investment
Of which: public investment

Central government budget
Revenue and grants
Revenue (excluding grants)
Expenditures (excluding interest) 1/
Interest due
Domestic expenditures 1/ 2/
Overall balance, cash basis
Domestic financing

External sector
Current account balance, excluding grants
Current account balance, including grants and debt relief 4/

External debt
External official debt service
External program assistance

Current account balance, including grants and debt relief 4/
Overall balance of payments
Gross official reserves (end of period)

In months of imports of goods and services

(Annual percentage change, unless otherwise indicated)

3.6 49 33 51 5.0
30.0 243 19.9 19.8 20.0
26.1 217 22.2 215 18.0
30.1 18.7 26.7 17.2 175

2.3 19.4 2.4 15.7 49.4
12.8 233 -25 13.3 233
-5.7 26.2 11.2 18 5.6

2.7 343 -3.9 6.9 43
-25 26.9 11.3 7.1 8.7
-9.4 22.0 20.3 -3.7 17.7
0.82 0.77 0.70 0.78 1.16

-16.5 -1.7 -19.3 -14.1 -2.2

1.2 85 -5.8 -1.7 8.3
-4.2 -1.7 -6.7 4.2 20.3
63.8 -53.5 68.5 -9.0 13.9
10.3 64.3 -37.0 325 16.3
18.7 33.0 -29.4 36.6 16.4
18.1 36.0 3.1 27.0 1.0
28.6 6.7 6.1 9.6 154
741 10.8 315 234 30.2

4.1 4.7 45 4.6 4.4
475 28.4 16.0 26.5 28.8
-3.7 311 79.0 55 0.6
42.2 34.9 20.7 24.6 9.2
52.9 38.0 115 26.8 18.6

(In percent of GDP)

6.1 8.2 155 18.1 195
114 10.8 6.5 7.5 4.8
17.4 19.0 22.0 25.6 24.3
10.0 119 11.8 114 8.8
25.1 24.9 26.2 24.9 239
19.4 19.2 17.9 17.9 18.4
31.0 32.2 27.2 27.0 23.3

3.0 25 41 3.9 35
21.7 23.0 20.7 20.9 19.6
-7.0 -8.1 -6.3 -6.6 -1.7

18 4.5 21 5.1 0.8
-19.2 -20.8 -17.3 -16.2 -11.9
-11.4 -10.8 -6.5 <75 -4.8

(In percent of exports of goods and services)

15.9 135 114 15.4 20.0 5/
215 7.3 131 4.5 3.6
(In millions of U.S. dollars, unless otherwise indicated)
-369 -394 -246 -323 -260
-309 -399 -383 -321 -285
114 114 283 194 222
1.0 0.9 2.2 13 1.2

Sources: Zambian authorities; and IMF staff estimates.

1/ Includes contingency reserve and payments of domestic arrears.
2/ Excludes external interest payments and foreign-financed capital expenditure.

3/ After enhanced HIPC Initiative debt relief.

4/ Includes program and budget grants and debt relief on interest payments.

5/ This figure is based on actual debt service payments and differs by a small amount from the DSA projection for debt service in 2004
(Table 15). The difference mainly reflects lower actual payments to Paris Club creditors than projected in the DSA, in part because a
scheduled payment to Russia in 2004 was delayed to 2005 but also because the DSA projection uses conservative assumptions

regarding flow relief during the interim period.
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Table 2. Zambia: HIPC Initiative Interim Debt Relief and Selected Poverty Reducing Spending

2000 2001 2002 2003 2004 2005
Est. Proj.
(In'millions of U.S. dollars)

HIPC Initiative interim debt relief 266 266 237 156 338
of which

IMF 150 153 171 0 225

IDA 19 22 26 29 34

(In percent of GDP, unless otherwise noted)

HIPC Initiative interim debt relief 7.3 7.1 55 29 5.9
of which

On debt service under the government's budget 1/ 3.2 3.0 15 2.9 2.3

Priority poverty reducing program expenditures 1.4 0.9 1.0 2.1 2.2
of which

HIPC-financed capital expenditures 0.6 0.5 1.0 1.2 13

(In percent of total government capital expenditures) 4.7 4.1 9.1 14.2 14.8

Education

Memorandum items

External debt service due (millions of U.S. dollars) 2/
(In percent of GDP)

GDP (millions of U.S. dollars)

(In percent of domestic discretionary budget)

23.0 20.2 20.8 18.1 20.6 24.1
277 419 422 462 470 475
8.6 11.5 11.2 10.7 8.8 8.3

3,238 3,640 3,776 4318 5409 6,222

Sources: Zambian authorities; and staff estimates and projections.

1/ Excludes debt relief provided by the IMF, which accrues to the Bank of Zambia.
2/ Before HIPC Initiative debt relief; after debt relief available under traditional mechanisms.
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Table 4. Zambia: Status of Creditor Participation Under the Enhanced HIPC Initiative

Debt Relief ~ Percentage of  Satisfactory Modalities To
in NPV Terms Total Assistance Reply Deliver Debt Relief
(US$ million) 1/

IDA/IBRD/IFC

AfDB Group

IMF

EU

BADEA

IFAD

OPEC Fund

Total multilateral
Paris Club creditors

Non-Paris Club creditors
Bulgaria
China
Czech Republic

India

Iraq

Kuwait
Romania
Saudi Arabia
Yugoslavia

Commercial creditors

Total bilateral and commercial

Total

493.0 19.7 Yes IDA assistance is being delivered equal to 84.2% of IDA debt service until 2003 and on average
649% thereafter. Total debt relief is to be provided over 20 years, ending 2020. The IFC has
provided its full share of HIPC relief in the interim period.

146.1 5.8 Yes Interim assistance was provided equal to 76.8% debt service reduction until October 2003 when
the 40% of total NPV of relief limit was reached. Remaining assistance will be delivered at
completion point equal to an 80% debt service reduction until 2014.

602.0 24.1 Yes The IMF provided interim assistance (75% of total) until end- December 2003 when the interim
relief limit was met. The remaining relief will be provided through grants from the PRGF/HIPC
Trust to an Umbrella Account until 2007.

57.7 23 Yes Debt-service relief on selected loans during the interim period, supplemented with grants to pay
off loans at completion point.

11.4 0.5 Yes Has agreed in principle to provide debt relief, but must agree on a specific modality of delivery
for Zambia.
17.3 0.7 Yes Assistance will be delivered at completion point, through a reduction of debt service payments on

eligible debt by up to 100% until the target in NPV terms is reached.

3.6 0.1 Yes A portion of total assistance (US$2.4 million) will be provided through a concessional loan and
the remaining relief (US$1.2 million) will be delivered at completion point.

1331.1 53.3 52.7
1089.0 43.6 43.6 Cologne flow provided during interim period. Stock-of-debt operation under
Cologne terms is expected at completion point.
56.0 2.24 0.4
No Being contacted by Zambia.
Partial Some obligations have been written off without reconciliation at decision point.
Partial Fully repaid via a debt buyback operation at 11 percent of face value.
Yes 100% of bilateral debt waived, along with 50% of commercial debt.
No Being contacted by Zambia.
No Obligations sold to commercial firm (Camdex), which recovered full value via litigation.
Partial Sold to commercial firm (Debt Advisory International) at 33 percent of face value.
No Fully repaid.
No Settlement of obligations via litigation at 53 percent of face value.
229 0.9 No Being contacted by Zambia.
1,167.8 46.7 44.0
2,499.2 100.0 96.7

Source: Zambian authorities; and staff estimates

1/ The amount of assistance is estimated using the exchange rates and creditor exposure at the decision point.
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Table 8. Comparison of Discount Rate and Exchange Rate Assumptions at end-1999 and end-2003

Discount Rates 1/ 2/ Exchange Rates
(In percent per annum) (Currency per U.S. dollar)
At Decision At Completion At Decision At Completion
Point Point Point Point
Currency

Awustrian Schilling 5.47 4.63 13.70 10.89
Belgian Franc 5.47 4.63 40.16 31.94
Bulgarian Leva 5.59 4.20 1.95 1.55
Canadian Dollar 6.67 5.18 1.44 1.29
Swiss Franc 4.27 3.21 1.60 1.24
Chinese Yuan 5.59 4.20 8.28 8.28
Deutsche Mark 5.47 4.63 1.95 1.55
Danish Kroner 5.32 4.77 7.40 5.96
Spanish Peseta 5.47 4.63 165.62 131.74
European Currency Unit/Euro 5.47 4.63 1.00 0.79
Finnish Markaa 5.47 4.63 5.92 471
French Franc 5.47 4.63 6.53 5.19
British Pound 6.70 5.37 0.62 0.56
Irish Pound 5.47 4.63 0.78 0.62
Indian Rupee 5.59 4.20 43.49 45.61
Iraqi Dinar 5.59 4.20 30.00 30.00
Italian Lira 5.47 4.63 1,927.40 1,533.07
Japanese Yen 1.98 1.70 102.20 107.11
Kuwaiti Dinar 5.59 4.20 0.30 0.29
Luxemburg Franc 5.47 4.63 40.16 31.94
Netherland Guilder 5.47 4.63 2.19 1.74
Norwegian Kroner 6.64 5.30 8.04 6.68
Saudi Arabian Riyal 5.59 4.20 3.75 3.75
Special Drawing Rights 5.59 4.20 0.73 0.67
Swedish Kronor 5.80 5.00 8.53 7.20
Russian Rouble 3/ 7.04 4.47 0.60 0.60
United States Dollar 7.04 4.47 1.00 1.00
Yugoslav Dinar 5.59 11.61

Sources: OECD; and IMF, International Financial Statistics.

1/ The discount rates used are the average commercial interest reference rates (CIRRs) for the respective currencies over the six-month period
ending in December 2003 for the completion point and in December 1999 for the decision point.

2/ For all Euro area currencies, the Euro CIRR is used. For all other currencies for which the CIRRs are not available (except the Kuwaiti Dinar
at completion point, for which the USD discount rate is used), the SDR discount rate is used as a proxy.

3/ Former Soviet Union debt converted at 0.6 roubles per USD, as agreed between Russia and the Paris Club.



Table 9. Zambia: Nominal and Net Present Value of External Debt at Completion Point, End-2003 1/
(In millions of US dollars)

Legal Situation 3/

Net Present Value 4/

After additional bilateral

Nominal Debt NPV of Debt After enhanced HIPC .
assistance
Total 6,999.6 5,726.7 2,078.1 1,958.2
Multilateral 3,924.7 2,581.6 1,619.5 1,619.5
IDA 2,414.4 1,397.7 845.0 845.0
IBRD 3.3 3.2 3.2 3.2
AfDF 298.0 175.1 136.2 136.2
AfDB 71.8 82.1 19.7 19.7
IMF 858.7 761.4 518.1 518.1
EU 2/ 170.8 87.7 65.0 65.0
IFAD 73.8 46.1 21.1 21.1
BADEA 18.3 15.8 3.2 3.2
OPEC Fund 10.0 9.0 4.5 45
NDF 5.6 35 35 35
Paris Club bilateral 2,752.3 2,832.3 292.6 5/ 172.7
Austria 6.8 4.9
Belgium 0.1 0.1
Brazil 7.7 51.8
Canada 61.2 74.2
Denmark 0.1 0.1
France 235.6 342.3
Germany 627.9 727.8
Ireland 0.0 0.0
Italy 115.0 103.9
Japan 692.3 780.9
Luxembourg 0.0 0.0
Netherlands 0.4 0.2
Russia 146.9 156.9
United Kingdom 419.2 259.3
United States 369.1 330.0
Non Paris Club bilateral 247.9 239.1 123.0 123.0
Bulgaria 2.7 2.7 0.9 0.9
China 212.8 206.7 92.5 92.5
India 8.0 75 75 75
Iraq 0.7 0.7 0.5 0.5
Kuwait 7.6 6.2 6.2 6.2
Yugoslavia 16.1 15.2 15.2 15.2
Commercial 4.7 73.7 43.0 43.0

Sources: Zambian authorities; and staff estimates.

1/ Figures are based on data as of end December 2003.

2/ European Economic Commission loans administered by IDA classified as multilateral loans at decision point have been reclassified as Paris Club

bilateral loans at completion point.

3/ Reflects the external debt situation as of end-2003, including a flow rescheduling under Cologne terms under Paris Club 8, and additional assistance from the Paris

Club on a voluntary basis.
4/ Assumed delivered unconditionally.

5/ Debt relief for Paris Club countries is expected to be delivered collectively under the enhanced HIPC Initiative.
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Table 11: Zambia: Comparison of Macroeconomic Assumptions at Decision Point and Outturns 1999-2004 1/

(In millions of U.S. dollars, unless otherwise indicated)

1999 2000 2001 2002 2003 2004
Decision Point
Economic growth
Real GDP (percentage change) 2.4% 4.0% 5.0% 5.0% 5.0% 5.0%
GDP Deflator (in percent) 21.7% 25.9% 10.5% 9.2% 1.0% 1.0%
GDP in Kwachas bn. 7,522 9,853 11,431 13,108 13,902 14,744
GDP in US$ mn. 3,150 3,389 3,445 3,652 4,059 4,305
Outturn
Real GDP (percentage change) 3.6% 4.9% 3.3% 5.1% 5.0%
GDP Deflator (in percent) 30.0% 24.3% 19.9% 19.8% 20.0%
GDP in Kwachas bn. 10,075 13,133 16,260 20,481 25,814
GDP in US$ mn. 3,239 3,640 3,776 4,318 5,409
Government Revenues
Government Revenues (percent of GDP) 17.6% 18.8% 17.7% 18.0% 18.2% 18.4%
Outturn
Government Revenues (percent of GDP) 17.7% 19.4% 19.2% 17.9% 17.9% 18.4%
Prices
International Inflation 0.0 0.0 0.0 0.0 1.0% 1.0%
Average Exchange Rate (Kwachas per 1 US$) 2,388 2,861 3,215 3,425 3,425 3,425
Terms of Trade (percentage change) (- deterioration) -5.7% 13.3% 0.4% 2.5% 0.0% 0.0%
Outturn
International Inflation (trading partners) 4.3% 3.3% 4.5% 3.2% 1.4%
Average Exchange Rate (Kwachas per 1 US$) 3,111 3,608 4,307 4,743 4,772
Terms of Trade (percentage change) (- deterioration) -4.2% -1.7% -6.7% 4.2% 20.3%
Balance of Payments
Exports of goods and services 842 1,036 1,241 1,413 1,506 1,604
(3-year average) 994 932 1,039 1,230 1,386 1,508
Copper export receipts 371 506 587 681 793 912
Copper price (US$ per pound) 0.70 0.82 0.86 0.91 0.94 0.97
Copper export volume (in 000's of metric tonnes) 240 280 310 340 383 427
Imports of goods and services -1,169 -1,333 -1,554 -1,749 -1,859 -1,976
Outturn
Exports of goods and services 842 861 1,028 1,052 1,217 1,820
(3-year average) 874 910 981 1,099 1,363
Copper export receipts 424 506 509 606 982
Copper price (US$ per pound) 0.82 0.77 0.70 0.78 1.16
Copper export volume (in 000's of metric tonnes) 234 297 330 353 384
Imports of goods and services -1,318 -1,625 -1,585 -1,796 -2,213
Disbursements
Total 166 299 265 272 195 170
Outturn
Total 273 274 353 111 375
Remaining finance gap (- is surplus’ 0 13 169 111 138 134
Additional borrowing (gap filling) 9/ 0 13 170 113 141 139
Total Debt Service due on gap fill loans 0 0 -1 -2 -3 -4
Outturn
Remaining finance gap (- is surplus; 0 0 0 0 0
Memorandum Items
Exports volume growth (percentage change) -3.9% 10.4% 16.7% 10.3% 5.5% 5.5%
Imports volume growth (percentage change) -12.1% 16.7% 12.3% 11.3% 5.3% 5.3%
Gross Reserves (including gold) 46 146 267 380 435 495
Gross official reserves (in months of imports) 0.5 1.3 21 2.6 2.8 3.0
Outturn
Exports volume growth (percentage change) -5.7% 26.2% 11.2% 1.8% 5.6%
Imports volume growth (percentage change) 2.7% 34.3% -3.9% 6.9% 4.3%
Gross Reserves (including gold) 114 114 283 197 222
Gross official reserves (in months of imports) 1.0 0.9 2.2 1.3 1.2

Sources: Zambian authorities; and staff estimates.



-45 -

'suonosfoid pue seyeWNS Bl pue ‘SBNLIOYING UBIGUIEZ :S80IN0S

9Y [ L'S a7 €€ 0€ Le ST €T 02 LT ST €T ) €T (sHoduwit 4O stpuow Ur) SaAISaI [e191440 SSOID
€56'T 7es 0T0'€ 9/1'T €6 6€8 002 109 evs oy €5 (053 ()74 444 16T S9AJ8S [BUOITRUIBIUI SSOID)
SWa1] WNpUBIoWwaN
€57 S0T 1€ 8. ve 85T T veT €8T 69T 60T ITT 0 0 0 el soueur) Bulurewsy TIA
o Ge £ 6€ 9 Ge Ge Ge Ge e 8¢ Ge 4% 12 otT sueo| woddns dog ‘9
60T 0L 81T 80T 86 96 8 9. s of 4% 99 68 4% 12 spuelf poddns dog °§
veT 92 29 T €67 68T 98T 98T 88T 8T 16T 16T 08¥ 92 16€ J91181108Q "€
6 9.- 0 0 €9- 16- 0TT-  ETT-  19- 89- €e- IT Gez- 0T- vz (18u) AN 2
€1z GST- 0Lz G.T- 86T-  6¢¢-  €0Z-  9.T-  G9T- 19T- 99 8- 99z- a y9T- (4out -) e1qurez 4o sjueg Jo
S9AJaSaJ RUOITRUIBIUI 38U UI 8bueyD T
69 €LT 1~ 81T 6¢T 16 20T 1T 419 €0T 102 152 Gee 182 14> BudUeu A
€ez- 8.z ote- 96T- v91- 6z~ 6¥z-  SS¢-  G6C- T/Z-  ITe-  89¢- Gee- 18- Tee- 3ouereq [[esA0 Al
0 1T 0 0 0 0 0 0 0 0 0 0 qT g6 z [e3ced Wis-110ys 38U PUE SUOISSIWIO Pue S10113
0T- GT- 0T- 0T- 0T- 0T- 0T- 0T- 0T- 0T- 0T- 0T- IT 06~ 8y (s1esse ubiai0) 18U U1 3BUEYD) SMOJY 1-T 18U JaLIO '€
G8T- 26T~ 06T~ 6T~ 08T-  G/T-  89T-  6GT-  99T- viT-  v.T- 19T Gez- T€E- Ze- anp sjuswAeday 'q
00T 68 80T 66 06 88 8 1L 0L 16 €6 06 68 0TT 10T SjusWesINgsiq e
G- €0T- 8- 9/- 06- 18- €8- 28- 96~ L1- 08- 11- 9eT- T22- - Buimo.iog wisl-Buol 18N "2
GTE Gez 09¢ (053 092 052 ore 0€2 0z 012 18T 85T 052 7ve ot jusuisanul Joa.1p ubiaio) 19N T
0z 91T 897 vee 09T €ST LT 8eT yIT Y49 16 0L €T € 6. SMO U [eHded Wis-buoT il
%e'T %0°€- €T T 1T 0z A vz TE Te- 6'¢- 6°¢- €y- 8- Gl (d@o Jo 1usouad un)
6.€- ove- 65" €g¢e- lgz-  90z-  €Te-  0Te-  GSe- 8ez- T ST 89Z- 09¢- €ee- SIgJSUeI} Te1d1}J0 BUIPNIIUT JUNOIIE JUSIIND I
08 895 616 181 689 899 179 819 285 195 VA% 9€g Sov 28¢ 11€ (4op0 pue sjueif) s1aysued) [BIOHO
6.~ Ge- 60T- G- 18- 8- - - - i 6¢- 9¢- Te- [°14 € SIgjsuel) JUaLIND 18N G
8v- 06- ge- 61- 89- [ 9/- 08- 8- 68- S6- 10T- 0TT- TeT- TET- sjuswiAed 1saiau| ¢
€0Z- 2z v1z- 10Z- 06T-  98T-  98T-  6.1-  8Iz- ¥6T- 606~ €Sz 9ze- 28T~ 1T~ (syuswiAed 3sa183u1 Buipnjoxa) swiodul 10308} 18N "€
GY6'y- 16L'C- 8€€'9- 9eL'r- 6eG'e-  6ee'e-  0ST'e- T.6'C- €08'C-  Sv9'C-  S6Y'C-  ¥8Y'Z-  GlZ'T-  €12T- 96L'T- $921AI3 pue spoob jo spodw] g
116'E 162'C 260'S 018'c 0$8'c 069 T¥S'C 2O¥'c T2 6YT'c  02T'C  /80'C 600'C  0G8'T we'T $901AI8S pUB Spoob Jo suodx3 T
L9 8'6- 6'S- L9 6L €8 L8 §'6 8'6- 80T- €TI- ¢TI~ €0T- 6Tl z9T- (dao Jo yusosad ur)
8ZT'T- 18L- 18€'T- 180'T- v/8-  ¥S8- 828~  8€8- 66/ 678~  88L- €€l r9- 9 00~ SI3SUel [e1d1J0 BUIPN[IXs JUN0IJL JUSIIND '
sjuswiAed jo aouefeg
%0°0 %0'T %00 %00 %00 %00 %00 %00 %00 %00 %627 %89 %OT-  %E0Z  %lY (uonelonieiap -) (sBueyd sbelusolad) spest Jo swis L
S30lud
%6'6T %0.°8T %0°02 %0°02 %Y'6T  %C6T %06T %88T %I8T %GBT %r8T %y8T %P8l  %r8T  %0'8T A9 J01usdlad) sjueld Buipn|oxe ‘senusAal JUBWILIBAOD
LTr'e YIS'T 069' vee'e YT’ 26'T 0T8T 99T 925'T  20¥'T €82'T SOC'T wvI'T €66 9/, SpuelB BuIpn|oxe ‘SaNUBA3I JUBWUIBA0D
S9NUBASY JUBWUIBN0D
G56'9T €00'8 912'ee 656'ST 0/6'0T 8.T°0T €¥¥'6 T9L'8 OTT'8  00§'.L 126'9 LTIS'9 222’9  60Y'S 8IE'y das
%0°G %28 %0°G %0°S %0'S  %0S  %0S %S %S %9'G %09  %E6  WIST  %00Z  %8'6T (3usoJad ur) Joreep dao
%8'C %9°C %0°€ %8'C %L'T  %9T  %IT  %IT  %ST %S  WST  %wST  %ST  %ST %L'C (abueyo sbejusoiad) endes sad dao [eay
%0°G %0°G %0'G %0°G %0 %0S  %0S  %0S  %0'S %0S  %0S  %0S  %0S  %0'S %T'S (sBuey aberusalad) dao resy
yimoJb olwouodg
abeiony e
€202-¥102  €T02-¥002 €202 8102 €10z 210z 1102  0T0Z 6002 800Z 00z 9002  S00Z  +00T €002

(PareaIpUI BSIMIBUIO SS3JUN ‘SIB[OP S’ 40 SUoIfjIW u])

OLIeU3IS auljssed - vSd
€202-S002 SUondwnssy J1LIOU0IB0IIRA ‘BlqueZ 2T 3|geL



-46 -

siseq AJeJun|oA € UO S10)1paJd qnjo skied 8y} JO awos Aq paiago dIH puoksq Jaljal 1Gap JsuY /i
"£002 J3QLI30AQ-PUS JO Se PaIanl|ap AJIny SI OUEISISSe AIIBNIU| DdIH 2411Ua ay) BuIwnsse 1gap [e10 Jo AdN /€
*(€00Z 49qWa2aQ) ajes abueyIxd 3Yep aseq au) Je s1eak |[e 1) SINII0 SIBJ|OP 'S’ OIUI SAIN 141930dS-AIULIND JO UOISIAAUOD YL

*§00¢ 130Wa09Q-pua 40 Se KaUaLIND aA1103dSa1 U} J0) BJe) 9IUBI3JB] 1S31a)UI [BI2IAWLLOD YIUOW-XIS ABRIIAR 3U) JO SISeq U} UO Pajunodsid /z
'SI01IPaID [eJale]iq [e191J0 Jaylo Aq uonde a|qeleduiod 1ses] Je pue ‘666T-pua Je (Uonanpal AdN Jusdiad /9) sta) sajdeN Uo uoneiado 1gap-J0-3001s € Sawnsse pue AJuo 1gap [eusaixa pasiuesent Ajorgnd pue drjgnd o) siajed /T
*suonafoid pue sajewnsa JJels pue 'SANLIOLINE UeIgUIEZ :S3IN0S

44 0ov a4 Tey 4 Ty h44 TSy LSy Tov Sov 99y 414 9ey oy Soy T6¢ 7'6€ 06¢ 78 SLe 0'5e 00 J8018d ut) BuimoLI0g mau uj Juswd|a Juel
T'LL0T 0118 Eha74) €'85€T S'€LTT T06TT T'80TT L'/20T £'8v6 6.8 €708 8ehL T6cL '9TL 9'T0L 5289 €099 8'€65 818 Sey S0ve (o174 00 [eseieinInN
00 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00 00 [eJaieiq [eRIo
T'LL0T 1295 Eha44) £'85€T §'eLet TO06TT T'80TT 2120T £'876 6.8 €708 8ehL T6cL ¥'9TL 9'T0L G289 €099 8'€6S 818 SZey Sove 6'GvC 00 Buimoliog mau Jo AdN 9
SWIs)l wnpuelows iy
2'902T 6'8EST 2'8€0T STTTT T281T 9'6¥2T 6'25eT 0€setT €T5T EWAZA L2vet oLeet €922T L'ETCT 6'9€2T 8'68¢T TTvET §'L6ET TLSYT L728YT TSLYT L21€T T66vC [eJ2ieInAl ¢
629 EVIT 129 729 T29 [x4] 229 129 €9 L'€9 9 99 €99 089 169 eTL 0€L 9vL €8L €78 126 1192 8ere [B12J8WWOI pue [J3e]lq [BIO140 13O
€0 L'eee T0 0 44 €0 €0 €0 0 144 0 0 S0 S0 S0 S0 S0 87t 88 09 16 €0.9T STL9T an|Q stred
€9 0'Ley 129 €79 €79 29 §29 0€9 9'€9 9 919 759 8'99 5§89 0L 8TL V'eL €1.8 9Tt €8rT £'€8T ¥'LE6T £'786T J3LIWOJ pue [esdke|lq B0 €
6'692T 09261 8°00TT LELTT Syt TCIeT V'STET T9TET 6YTET LTTET CLOET €'20€T Te6etT (4145 0°L0€T 9'/G€T SYTVT 6'78YT V'€LST 0T€9T ¥'859T T0s2y 'esry (v+€) 193p Butpuesino Jo AdN ‘2
€9 CEeET 129 €729 €729 29 §29 0€9 9'€9 Tr9 919 759 8'99 589 0L 8TL V'eL €18 9Tt £8rT £'€8T 0T¥e 1'8€€ |essre|lg
29021 6T8ET 18807 STITT 1281l 9'6vCT 62521 0€set €181 9Lyl Levet cleet €92l L€I2T 6'9€2T 8'G82T TTYET G'L6ET TLSYT Le8yT TSLYT 9vorT S619T [eJareI A
6'9v€C 1'920C §'SvSC T'eese 0'815¢ 1205¢ s'eeve 8'EVET 2'€9ee S'v8TC 9TITC T'Sh0C [x4404 9'866T 1’8002 200z 8'7.0C 18102 9'160C §'€90C 6'866T S'TS6T 7'856T /€ K1an[3p [Ny 18142 1G3P [e10} JO AdN
6'9v€C 6'98v7¢ 174 T'eese 0'8T5¢ 12052 S'eeve 8'EVET 2'€92C Sv81C 9'TTTC T'sh0T (X444 9'866T 1’8002 2002 87,02 18102 91602 §'€90C 6'866T 096V 'esry 12 (9+2) 199p [8103 JO AN 'T
[ SoueISISSE DdIH PUOA3Q Ja1[a] 1G3p [ela)eliq JSUY Al
0ce Lve 9'0¢ g'ee §'9¢ §'8E §'6E 9'0¥ 9Ty Sy ey (444 8y §'Gh 8'0S LSS ¥'09 8'99 a7 L8 9v8 7’88 G§00T s18ylIo
9'ShT 095T 8'eet 9'82T TYeET 9'6ET 9YrT e6rT L'€ST 9'/ST ¢T9T 99T 6'€9T LT9T 65T 6'95T L'yST §2ST LTST ¢St €St V'ysT 6'SST dnou9 xueg awdojanag uedLyy
00 §'STC 00 00 00 00 00 00 00 00 00 00 00 00 e ¥'06 L'85T 8'82C 8°00€ 8'8E€ 8ve 0'vse 7815 E]
02e0t 6Tv6 €688 S'676 ST10T STL0T £'890T 2'€90T T'950T ¥'Ly0T T8€0T ¥'820T 92107 §'900T L'v766 8786 196 7’676 €0€6 T016 1688 1198 0'Gr8 vai
2'902T 6'T8ET 2'8€0T STITT T281T 9'6v2T 6'25¢T 0€set €T5¢T ERAZA Leyet zLeet €9eet LETCT 6'9€2T 8'682T TTvET S'L6ET TLSYT 1728y TSLYT 9vovT S'6T9T [eJ2ie[INIAl "¢
T'8sT L'0€2 0'6ST €'95T ¥'LST 6'LST 6'LST ¥'85T 6'85T £'65T L'6ST 2091 8'19T €91 0'99T G991 7891 8'18T §0TC veve €112 L'TvE 9'85Y [E12J8WWOI pue [elale|iq [eI0 '€
8'79eT SC19T L'€6TT 8'29¢T G'6EET 9'L0vT 8'0TYT a4’ ¢oTvT 6'907T eorT ¥'L6€T T'88€T TLLET 6'TOVT 'esvT 2'60ST 7'6.ST 2'199T TaeLt ¥'esLT £'908T 1'8L0C (7+€) 193p BuIpueIsINo JO AdN "2
8'Tvre S€CTe £'889C 19292 0'€T9C 9'/6G¢ 6'8T5C CBEVC §'85€C 8'6.2C 19022 orte ¢LITe §'€60C S'€0Te 6'VETC ¥'691C CeLTe 6'G8TC L'1STe 8'260C 22502 18L0¢ 12 (9+2) 199p [830} JO AdN ‘T
/€ BOUBSISSE DdIH PaIULLUS JO AJaAIIBP [BUONIPUOIUN I3 (1]
T6e T8 9'0€ G'ee §'9e §'8E §'6E 90o¥ 9Tk Sv ey (444 8y §'Gh 805 LSS ¥'09 8'99 aZA L8 9v8 1261 €002 siBYo
9'GrT 90.T 8¢t 9'8¢T TYET 9'6ET Eh241 £6rT L'€ST 9'/ST ¢T9T 99T 6°€9T LT9T 65T 6'95T L'PST §2ST LTST TSt 2'esT 9'GET 9veT dnou9 »ueg uawdojanaq ueaLyy
00 Eere 00 00 00 00 00 00 00 00 00 00 00 00 Tze 706 1857 882 8'00€ 8'8€¢€ 8re Tl ¥'10L B
0'cz0tT 080T £'G88 §'6v6 S'TT0T S'T.0T 2'890T €901 T'950T ¥'Ly0T T'8€0T ¥'820T 921017 §'900T L'766 8286 7196 ¥'6v6 €086 1016 17688 €L0vT 8'C9ET vai
2'902T 6'8EST 2'8€0T STTTT T281T 9'6¥2T 6'25eT 0€setT €T5T EWAZA L2vet zLeet €922 L'ETCT 6'9€2T 8'68¢T TTvET §'L6ET TLSYT L728YT TSLYT L2T€T T66vC [eJ2ieIINAl "y
629 EVIT 129 729 729 x4} 29 129 €9 L'€9 9 99 €99 089 169 eTL 0€L 9vL €8L £v8 126 1192 8re [B12J8WWOD pue [eJ3e]lq [BIO140 18O
56 8687 626 6 €66 8'56 156 156 1’56 9'56 9'56 §'56 §'S6 ¥'56 €66 756 156 €201 [A4) ¢'8ST e8t 0912 5912 an|Q stied
T'8sT Tv09 0'GST €'95T ¥'LST 6'LST 6'LST ¥'8ST 6'8ST €'65T L'6ST 2091 8'T9T €91 0591 99T T'89T 8'18T §0TC veve €112 §'leve £08ve [BI2I3WIWOJ pue [esdle|lq [0 €
8'V9eT 0ErTe L'€6TT 8'292T G'6EET 9'L0vT 8'0TYT a4 C¢oTvT 6'90%T vt ¥'L6€T T'88€ET TLLET 6'TOVT esvT 2'605T '6.5T L'199T TGzt ¥'esLT TovLY '6L6V (v+€) 193p Butpuesino Jo AdN ‘2
8'Tvre ST £'8892 19292 0'€T9C 9'/6G¢ 6'8T5C CBEVC §'85€C 8'6.2C 19022 orte ¢LTITe §'€60C S'€0Te 6'7ETC ¥'691C ¢eLTe 6'G8TC L'1STe 8'260C 22502 1'8L0C /€ A19NI3P [Ny 13142 1G3P [10} JO AN
8'Trve 0%59¢ €'889¢ 19292 0€192 9'265¢ 6'815C 4374 §'89€C 8'6L2C 1'902¢ covie ¢LITe §'€60C §'€0Te 6VETC ¥'691C CeLTC 6'58TC L'18Te 82602 198617 ¥'6L67 12 (9+2) 1P [€101JO AdN ‘T
30UBISISSE Dd|H PAdUBYUS JO AIBAISP [EUOIHIPUOD 3L ||
82002 9'686 y'v1se 'S8T £'952¢ 6L2T2 6'666T §2.8T TSPLT 6°029T 620ST 9'T6ET 9'62€T 00.2T §'602T L'9PTT 7807 €6.6 €678 T20L T'SPS 8Le 193 MaN
LTyl 06202 €796 €v10T 6LYTT €891 8'G8ET §'00ST L'T09T €069T 92917 16287 65881 0°L€6T 52861 02e0e 19502 §'280C 6€TTC 33474 [AYAY4 ¥'L6TC clLeee [e1213WwWoY pue [essre)ig
£'€8LT 2'986¢ 02621 zLorT €'8T4T 9'0€9T 90VLT L'1y8T 9'0S6T 6'050C £8rTeC gevee 0'TEET 29Tve 92€5C 2TL9C L'T18C 8'256¢ S'€60E 8'802€ £'62E 8'T19¢ L'726¢ [eJereIniN
Tevis €265 9'SLLY 1'908Y §'eeey 1'920S £'921S 20228 ¥'162S 0'29€S 8'8TvS 9'€9YS §'9v9S 2'€29S 9veLS 6'6€8S 12565 9'6T09 2'9509 67509 9'0T09 €'/819 6'1ST9 (sueo)
MaU “|aur) 1G3p [E10} JO %00)S [BUILUON °§
(44 T 8'GE oor (414 9'1S 685 ¥'99 L'EL 208 S.8 (49 £°00T TL0T 08Tt ¥'8¢T ¥'8ET L'6YT ST9T SGLT 0'S8T 6T 6L0C SiByo
6'ShT 1'86T 6221 8821 vrET 8'6ET 6'vvT 96T 0'ST 0'85T ST9T 0'59T §'89T ST.T 67.T 61T €281 1181 96T €202 £€2C 00re [ dnoi9 yueg uswdojensq uedLyY
00 eore 00 00 00 00 00 00 00 00 00 00 00 00 8'0¢ 9'68 9LV 0602 9692 1862 €'€0¢ CTLES '19L EA]
T'GETT 12414 £'G88 §'6v6 S'TT0T S'T.0T 6'92TT 9LLTT Teet 15921 L'€0ET T'8eeT T'99€T €'06ET 6'80VT 6'€evT 20evT SEEVT TEEVT TTEVT ¥'Sert 6VIVT L'L6ET vai
SrveT 97002 0'7¥0T 28T1T TT6TT 0'€92T L'0EET 9'€6ET 8°0SYT 8'€05T 128ST 'L6ST €'Ge9T £'699T LTELT 8'ST8T 9'868T 6'6.6T 06502 xan%4 T'LeTC £'98€C 147414 [eJ2ie Nl ¢
LSy 028 LSy 14414 09y €ov oy foRel4 09y LSy 414 8'eY L'ey Ser (434 oer 44 0y 414 828 609 T0L 128 [B10J3WUWIOD pue |eIsle|lq [eld10 J3Yi0
0°'GGeET 1'820C €'€06 €56 8'780T 00T 0°TeeT 09evT 1'8€5T €897 8'20LT CTELLT 8'TesT 11881 T9€61 1'8L6T €910C 6702 6.L0C T€0Te 0'§eTe [Sh4474 L'y9Te an|Q stred
9'00¥T 10802 0'6v6 1’866 L'0ETT £0s2T ¥'L9€T €8yl T¥8ST 0v.9T 62SLT 0'L1817 §'G/8T TTE6T ¥'6L61T L1202 T'650C §'€60C zeete 095TC 6'38T¢C 0'sTeT €'Lvee [BI2I3WWOJ pue [esdle|lq [0 €
131724 £'G807 0°€66T 6'9TTC (1474 €€Tqe 0'8692 8'G/8C 6'7€0E 8'LLTE L'S0E€ YTIvE 8'0TGE ¥'009€ 0CTLE G'/€8¢E L'1S6E V'ELOV T8y 7’892y 0'ezer 1097 9TL8Y (v+€) 193p Butpuelsino Jo AdN ‘2
2'eese €965 9'LEVE TSLYE ¥'G65E 7'€0LE 2'908¢ 9'€06€ 2'€86E 2°050% 00TTY 0'LSTy 6'6ECY 8'9TEY LETvY (44 08797 1997 £00Ly 6°00L7 S'€997 €Ly8Y 9TL8Y 12 (9+2) 199p [810} JO AdN ‘T
/T SWsIURYIBW J31[31-1G3P [BUOIIPER.} J8YY °|
sabelany suonaaloid s|enpy
€202 - ¥10C €702 - €002 €202 [4414 Te0z 020z 6102 8102 1102 9102 ST0C ¥102 €102 [4104 1102 0102 6002 8002 1002 9002 5002 7002 €002

€202 - €002 192Q [eUJa)XT JO aN[eA JUssald 18N :lqWeZ €T s|qel

(Pa1LIPUI ASIMIBLIO SSBJUN {SIBJ|OP *S'M JO SUOI||IL Uf)



-47 -

*SI011PaJd GN| Skied 8y JO 8Wwos Aq PaJaljo DdIH puokaq Jaijal 1qep JaYY /2

'SI0)1Pa1d [es8le]1q Jaylo Aq uonae aqesedwod Ises| Je pue ‘00z Jaquiadad-pua Je (uonanpal AdN juadiad /9) swis) sajdeN uo uonelado 1qap-0-3003s B SaWNsSy /T

'SU01393(01d pue SIYRLUIIS3 J4BIS PUB 'SIIHIOUINE UBIGUWIRZ (S32IN0S

9L A yer Tl ToT 06 08 0L 09 Ts oY 0¢ Le e 1%4 8T ST 1 0T L0 S0 20 s1BYI0
§'6 8vC 00 00 00 00 00 00 43 9’6 ¥'9T 799 799 9'€9 9'.§ 018 97T 9T 9T 97 s T N1
€81 8¢ 8'8¢ S99 e Tee To0C ST 67T et 86 L 99 6'S €9 L'y 474 9¢ 6¢ 44 ST 80 vai
7'SE 0°0€ Ty L'LE € T1e 182 Sve Tve 6'9¢ [ €9.L L'SL 6TL 0'S9 k] €L g9 SS Sy 143 44 lesale NN
¥'se 00¢ T L'Le £ve T1€ T8¢ Sve Tve 6'9¢ 0e €9L L'SL 6'TL 099 §'.S €L S'9 g9 Sy ¥'e 44 143p Mau J0 33IAISS 1930
:SLWaY WNPUBIOWSIA
S0 8Tl T0 TO0 TO0 00 90 90 90 90 90 67T 0c 0¢ Te %4 44 4 69 6 6'7e 818 1018LULIOJ pue [eIslefiq [B101440 JBLNO
TO0 S'6T T0 T0 T0 TO0 T0 00 00 00 00 00 00 00 00 00 8¢t 8'9¢ 0'6¢ ot §'ee 019 qni9 sied
S0 [ T0 T0 T0 T0 90 90 90 90 90 0¢ 0C 0 114 14 0'ST €Te 6'5€ 7oy §'89 8Tl [eJale|lq [eloo
L'69 ¥'96 06TT  86TT  V¥6IT €6 (4 20s T8y L9y 6'Gy 6'6E 8.8 TEL G'86 €¥0T  0G0T  LL0T 0¢€L T'6E §'Ge £06¢ [elorInN
(A L1zt T6IT 66T 9611  +'6S 8'CS 805 L8y €Ly §'9y 6Tr 8'6E T'SL 9'00T G90T 6617 06ET  680T 96L 0%0T  T'€0V /2 DdIH PuoAaq Ja1121 109 [eJa1e|iq oY
9'G0T 98T 09T 98T 6'€ST §'98 608 €'6L 8L (475 L9L 81t §'6TT Tt 9'99T 09T cLen SGrT STl Tv8 70T €507 (393p Mau "jout) 801AIBS 1G3p [BI0L
S0 81T T0 T0 T0 00 90 90 90 90 90 6T 0C 0C 1C 144 44 Sy 69 6 67E 8T8 [e1219WWO0 pue [eJdje|1q [eId140 JBYIO
9¢C 8¢ g€ ¥'e 8'¢C € € € € € € € € ¥4 € €e TsT 0'6¢ €T¢ §ee 8y 9'G8 qnio sied
Te 9'9¢ 9¢ S€ 8¢ 144 6¢C 6¢C 6¢C 6¢C 6C 44 124 44 a4 1474 L §'ee c8e Ley L'6L ¥'LET [eJ31e]lq [eYO
e L8 44 9Y L'e LT 8¢ 8¢ 8¢ 8¢ 9¢ 9¢C Le 9L v'L 'L ¥'6 60T 01T L9 8L 99T siBYIo
8'6 67 L0T L'0T L'0T S0T €01 ¢0T 66 96 L'6 'S 6¢ e §¢ 9¢ ¥'e 8y 09 99 89 TL Ylueg Juawdoanaq UedLY
00 809 00 00 00 00 00 00 00 00 00 00 00 T2 €85 €89 T0L 0L 08¢ ¥'6 8'g 8'€5¢ EL]
AT 0ce T¥0T  G¥0T  TG0T T2y T6E €Le ¥'Se e 9'€e 6TE TTe 00€ €'6C Tse e 002 08T 9T ST ) vai
L'69 ¥'96 06TT  86IT  ¥6IT €69 A 20S T8y L9y 6'Sy 6°6E 8'LE TEL G'86 €¥0T  0G0T  LL0T  0€L T'6E G'se €062 [eJorInN
LeL 0€eT 9'¢et [434% €t LS Tss T€S 018 Sy 88y Ty oy V'Ll 60T 180T cect [A441 [ 818 [A1a Lley douelsIsse DdIH pasueyus Jeyy
2801 0€9T L'€9T 6°09T 9'99T 888 e 9LL 0'sL §9. 06L §0ctT LLTT '6rT 69T 99T §'6¢T LIyt L9TT €98 9871 6'62y (1g8p mau “out) 801AI8S 1G3P [BI0L
8T 29 8T SC €¢ TeC 6T 8T 9T ST 90 LT LT LT 9T 97 e Te 66 0T €er 79T [B12J3WWOI pue [eJae|iq [eId140 JBYIO
1'8¢T ¥'€6 '¥9 8'14T h44) YLVl €097 8TYT 8'CET 7'9CT ¢STT 6°0TT €017 80T §'00T 6'96 9'€6 668 €8 98 T¢es §'es qnio sied
¥'0ET 9'66 99 €vaT 6'9vT S6YT €esT 9EVT 'GeT 6'L2T L'STT 9CIT 0CIT 90T ot §'86 1'96 0'€6 L6 €66 €96 9'66 [eJ31e]lq [eo
96 LT 6'S €L L8 8'6 ¥'0T 90T 90T 90T L'0T [ [ 791 9T 9T 08T T6T 8'T¢ 6'LT 6'LT Tee SiBYIo
0T T9T L0T L'0T L'0T S0T €01 0T 66 96 L'6 L'6 8'6 9'6 96 [ €T ovT T0¢C ove 61 6'Ge Ylueg Juawdoansq UedLY
00 L8 00 00 00 00 00 00 00 00 00 00 00 Tce €89 £'89 ToL 0cL LTy LT §'95¢ 2'95¢ dN1
8.6 829 T¥0T  G¥0T  T'GOT  L20T 00T 696 4 ¥'€6 106 ¥'s8 928 8'LL 8L 799 9'€9 009 088 €S 06t ST vai
9LTT 6°€8T 9'0¢T St 474" 0eet 6°0CT 91T L'STT 9€TT TT1T €901 9'€0T L'SET 6'85T 1291 09T 0991 STVt SeIT £8re L'9ve |esRRIBINN
0'8re 9'€8¢ 8'98T 89.2 €12 geLe ceLe 192 ¢15¢ STre 8'9¢¢ 6'8TC 9'STZ Teve T19¢ 9'09¢ 1092 0852 L'8€C 8'80C 9ery foRelad T SwWslueydsw Jalja4-1qsp |euonipe.l Jsyv
§'€8e §ere 6Le2 Svie 1'50€ 9'€0€ 108 1982 ¢SLe ¥'89¢ 0.5¢ £'662 €162 Tvie T9ce 181€ 0892 Sv9C 58474 €T 0'Lvy k144 (3g3p Mau "jout) B21AIBS 1G3p [BI0L
sabelany
€¢0C - ¥10¢ €T0C - ¥00C €20¢ (444 Te0e 020¢ 610¢ 810¢ L10¢ 910¢ ST10¢C ¥10¢ €102 ¢10¢ 110 0T0¢ 600¢ 800C 1002 900¢ §00¢ ¥00¢

(s2e110p "S°N J0 suotI uf)
€202-7002 ‘SWSILUBYIBIN J31134-1q3Q J0 Uoneluawa|dw] |4 Ja)y 80IAISS 193Q [BUIRIXT BIqWEZ T |qel



-48 -

'G00Z [1dy Ut 8duelSISse DdIH J0 AJanlfap |ny Bununssy /9
NjOX@ ‘aNUBABI JUBLIUIANOG [e11U80 Se Paulap SI 3NUBASY /G

*(£00z U1 ones spodxe-03-1q8p Jo AdN 10} £002-T00 Jano abesane Lodxa “*6°8) Jeak snoinaid ayy uo spodxa Jo abelane Jeak-aaiy) e uo paseq /i
"€66T ‘UONIP3 YIS ‘[enueiy SlualwAed Jo 3oueleg ‘JIAI| Ul pauljap se sedlAIas pue spoob Jo spodx3 /g
“JuaWn0p Julod UOISIAP JdIH 8U) Ul Paje|ned Se SI0NPald gnfd Stied 10} 66T-PUS Je stua) sajdeN o uoiesado 1qap-Jo-x201s [eansylodAy e 19819y /2
Palealpul aSIMIBLIO Ssajun ‘Buinpayasal Jaye pauyap ale pue 1gap (Ddd) pasiuerent Ajargnd pue o1jgnd o) 18jai s101ed1PUI IG8P |1V /T

*suo19afoad pue sajewnsa 4Jels pue ‘SANLIOYINE LBIGUEZ S8IN0S,

CBTIvE L'6YrT 00697 o ieiog 0'LE0v §'arLE 0'SLYE 0'veee ¢'166C TSLLe 9'355¢ TLvee §'95TC C'6L6T L8t €'899T 0'625T 6ETVT 8'eLeT S'96TT TviT £'€66 8'GLL /G 8NUBABI JUBWIUIBA0D
9'95.¢ S'vv0T ¢o18y T'6ESY £'esey 8'TYoY 0v18E T'665€ T'96€€ 8v02€ T'v20e L8582 8'€692 Tvvse Svove 6'€LeT 6'6LTC §'81TC L'TL02 8'T86T 8'T0LT €T6ET €211 1y [€ (B reak-aa1) saoinsas pue spoob Jo shodx3
§'9.6€ £702C 81605 8'v08Y 0'veSy §'8Ley €Le0V 1'608E 0'565€ ¥'26EE z'10ze 8'020€ 50582 86892 6'0vSC 9'10vC 0Tz T6rTe 9'6TTC 9'9802 88002 0058T S9veT /€ $921/185 pue spoob Jo spodx3
TTTLT 8'veLL 00Sv€C  ¥'9G.T¢  T'8T0C  €/2/8T 8V/ELT 00CT9T 8GS6KT  9'GLBET  G'€/8CT 8EY6IT C'TBOTT  6°0820T  ¥'8ES6 G'6v88 ¢'618 €'6L5L 21969 2'6€59 87229 T60vS 6.1V das
¢80T 0'€9T L'E9T 6°09T 9'95T 8'88 zes 9LL 0'SL S9L 06L 5§02t JAVARS VerT 6'L9T 99T §'6T Lt L9TT €98 9'81T 662y /9 BOUEISISSE DdIH Padueyua I3le 9dIAISS 33
8'79eT 0'evTe L'€6TT 8'L92T S'6EET 9'L0vT 8'0TVT a4 449 6'90vT eorT ¥'L6€T T'88ET TLLET 6'TOVT La414% ¢'60ST '6L5T 2'199T TseLT ¥'esLT Tovly 6.6V Ajuo 1gap Bunsixe :yo1ym O
8Tvve 07592 £'8892 T'929¢ 0°€T92 9',65¢ 6'815C 6EvT §'8G€C 8'6L2C 1'9022 zorie [2A% 4 §'€60C S'€0TC 6¥ETC 7'69T¢ TeLte 6'98TC L1812 82602 19867 7'6L67 d0UBISISSe DdIH padueyua Jaye 1q3p 4o AdN
:(SIe||op 'S’ JO SUOI]{IW U1) SWa)l WNPUBIOWS
8'0L 6'TST €S 4] ¥'29 8'99 169 L2 L'SL L'8L 978 T8 8'€6 0'T0T S0TT €t L'SET oLyt eT ST LyIT S'96T v'ese /G Ol3el 3NUBABI-01-1G3P JO AdN
7'€9 T'S0T 628 865 885 619 S'€9 799 999 89 869 LTL TaL 9'8L S€8 168 56 1786 0'T0T Tv0T SLIT orT LELT I € o1l spodxe-01-1G3p JO AdN
124 8 60T 9Tl St Ver 6€T SYT TSt L'ST 9T T 8t ¥'6T TTC Tee 3214 vie 00g 9T Tee T9¢ foRc14 0lel dd9-03-193p 40 AdN
/1 3OUEISISSE DdIH PUOA3Q Ja1|a1 1Gap [eJale|iq JO AI3AI3P [EUORIPUOIUN JY
Te LT ve 9¢ 8¢ €7¢ €C €C ve LT 0e 0s 'S L T6 86 €8 €01 06 oL v'6 807 /S Oljel 8NUBABI-01-801AI8S 1G30
9T L TE €e 147 0C 0C 0C 0C 44 ¥ 6¢ Tv §S S9 89 9§ 89 ¥s oy €5 6TC ofje) sHodxa-01-801A18s 1080
€6¢ ST.T §€C 0L 8'0¢ 0'Ge 6.8 807 (044 €Ly ] §'9§ 009 819 6TL 18 56 0'S0T §'eeT €9ET 0'SvT 6Ley 6L.S /G 013el 3NUBARI-01-1G3P JO AdN
0Ge L'8TT 6CC (314 T6e §e Sve 99 188 607 ey 9SGy 08y 705 s L'6S 679 T0L 6'GL €78 S.6 £'60E L'L6E (Ajuo 1gop Bunsixs) ones spodxa-01-1gsp Jo AdN
¥'e9 Tt 62 8'G5 8'85 619 §'€9 T59 999 89 8'69 LTL TSL 9'8L §'es 168 ¢'S6 186 0'T0T Tv0T SL1T 6'2eE L'L6E 1 /€ 011 SHOdXa-01-1G3p JO AdN
TvT Ll 60T 911l St ¥eT 6€T ST TSt L'ST 9T T 41 76T T1C Tee €6 v'ie 00¢ 9T€e Tee Tes 8'€0T Onel dao-01-19ap 40 AdN
/L BdUeISISSe DdIH PuoAaq Jaijal 10ap [esale|iq Jo AIaAIp [eUORIPUOD Ja)Y
LEL £'65T €93 09 L9 ¥'69 S2L LS. 8'8L T8 €98 16 786 8'G0T 8'GTT 08T 6TV L'€ST 9TLT £08T 6287 9902 6,92 /G O11BJ 8NUBARI-01-1G3P JO AdN
099 €01T 8'vS 6.5 0719 €v9 099 8.9 7’69 TTL 0€L 0'6L 9'8L €78 S8 6'€6 566 920T §'S0T 6'80T 0€eT Vvt €8T 1 I 011 sodxa-01-1Gap Jo AdN
Lyt §'6¢ €11 T 62T 6€T ST TSt 8'ST 9T T 6LT T6T ¥oe T e §'9¢ L'8¢ 1€ 0ee 9'¢e 6.8 T8y onel dd9-03-193p 40 AdN
20UBISISSE Dd|H PaJUBYU JO A1aAIP [EUORIPUOIUN S
[43 Tz S€ L'e 6¢ e ¥e ¥e ST 8¢C TE TS S'S SL 6 00t S8 0T 6 L o1 x4 /G OlEl BNUBABI-0}-301AIBS 1430
LT SL 4 €e e Te 154 0¢ 154 €C ST (04 124 9G 99 69 LS 69 SS 124 6G (474 ° oje) sHodxa-01-801A18S 1080
LeL zoce €95 09 L9 ¥'69 S2L L'SL 8'8L 128 €98 16 786 8'S0T 8'GTT 08T 6TV L'€ST 9T.T £08T 6287 0208 8'Tr9 /G 013eJ 3NUBABI-01-1G3P JO AdN
9.8 62T 8¢ 6'LC ot 8ve 0.8 68 ST 6€er 7’97 067 ST8 TvS €85 6€9 69 9vL §08 0.8 0°€0T Sove L'Tyy (Ajuo 1gop Bunsixs) ones spodxa-01-1gsp Jo AdN
099 62ST 8%S 6'LS 0719 €79 099 819 69 TTL 0€L 0'6L 9'8L €78 S8 66 566 9201 §'S0T 6'80T 0€eT 1785€ LTvy I 1€ o1l spodxe-01-1q3p JO AdN
LT N4 €Tl x4 6T 6€T SYT TST 86T Vot T 6'LT T6T ¥'0z Tee e §9¢ '8¢ V1 oee 9ee ¢e6 €817 el da9-03-143p 0 AdN
30UBISISSE DdIH PROUBYUS JO AJaAI[ap [BUOIIPUOD Jaly
L8 v'ee 987 €T’L AwA 78 198 98'8 02’6 196 90°0T 8G7CT ¢SeT 18'ST ¥6'LT L06T €5LT TL8T 8T'6T ;LT L0'6€ 9T'Sh . /G OlEl BNUBABI-01-301AI3S 1030
€L 01T 8y 559 29 orL oL 052 99, 62 €0'8 106 2201 89TT €821  GZEl 08'TT 1821 €STT 220l ST Seve 01761 sH0dX8-01-801A185 130
6'8TT L'6YE €EeL 66L 168 686 §'60T TTeT CEET 09T 809T TLT L'96T 1812 6CrC 60LC 0°20€ Toge 0'69€ 6°26€ 9'L0% 0887 6L29 1S ORI 3NUBA3I-01-1G3P JO AdN
1’501 [:Ri74 STL 99, 68 916 866 S80T €T 9T 6SET  L'SYT VST 69T 9€8T 886 8Tlz €02z  692¢  ¢l€L  Ovle  T8E zeer It /€ O1e1 SU0dXa-01-1G3p J0 AdN
L€ 879 Lyl 09T 8L 86T 6T¢ e 9'9¢ 6C 6'1€ 8ve £8¢ oer €97 118 95 919 §.9 6TL 06L 9'68 81T el da9-01-13p 40 AdN
/2 SWISIU.YI3W Ja1[a] 1Gap [eUOIIPEL] Ja)Y
sabelany suonalold s|eny
€202 - ¥T0Z €102-€00C €202 (4404 T20C 020e 6702 870¢ 1102 9102 §10C ¥102 €702 (4104 1102 0102 6002 8002 2002 9002 5002 002 €002

(payea1pul asimiaLo ssajun ‘uadsad uj)
/T €£202-€00 ‘S101e21PU| 103Q [EUIRIXT BIqUEZ "ST 9|qeL



=49 -

‘spuelf weiboud 4o Juswissingsip ayy

[BJLIOYS 95G © 8oueUly 0} Buimo110g JayBiy SSWNSSe ||| OLIBU3DS /9
“(IMOIB SWIN|OA 110dXa [EIBLLI-UOU JBMO] SE ||3M SE ‘YIMOIB dA9 [eal JaMO] & SAWINSSE || OLIBUSIS /5

*011BUIS BUI|3seq 8y} Ul pawunsse Apeaile auljoap paloafoad ay) puoksq Jaddod oy suondafoid aa1id ayy Ul UONINPaI 9407 B SBLUNSSE | OLIBUIS /7

“s)uelf Buipn|oxa ‘saNUsAaI JUBWILIBACK [eN)uad Se PauIap ale SanuaAsY /g
'sH0dXa Jeak JUBLIND U0 Paseq SI O1jel 3IAIBS-1Gap L) :1eak snoinaid auy uo spodxa Jo abesane Jeak-aaiy) e UO paseq si oNjel sOdxa-01-1gap JO AdN 3UL '€66T ‘UONIPa LIS ‘fenue| siuswAed Jo aouejeg ‘JI| Ul PaULap Se SadIAIas pue spooB Jo spodx3 /2
*paledlpul 8SIMIBUI0 Ssajun ‘Bulinpaysal Jale paulyap ale pue 1qap pasiuesend Ajaiignd pue o1jgnd o) Jajal SI0NRIIPUI 1G8P |1V /T

su01193[0Jd puE SAJELNS? LIS PUE 'SANLIOLINE UBIGUIEZ :S30IN0S

VLIvE ISt 0°069'7 £T8e'Y 0'L80'7 gsrL'e 0'SLY'E ovee'e T66'C T'SLLT TorS'T 7'8€€'C VLrT'e L'TL6'T 2018'T 8'T99'T §'GeS'T 6'T0V'T 0'€82'T 2'S02'T TYT'T €66 8'GLL Sanusnvy
§'9/6€ 8'962¢ 8'760'G 8'708'7 0vES'y §8Le'Y €180’y L'608'€ 0'G65'E 7'Z6E'E TT02'e 8020 5058'C 8'689'C 6'0v5'C 9T0Y'2 0TLZT TeYT'T 96112 9'980'C 8'800'2 0058'T Sore'T [enuue ‘s3o1AISs pue spoob Jo spodx3
9'96.€ T9ETT 2018y 65 €E€8TY 8TY0'Y 0'v18'e T'665'€ 796€'e 8Y0C'E T20'e L'€S8'C 8'€69'C TYrS'T SYOY'e 6€L2'T 66.TC ST L'TL0'T 8T86'T 8T0L'T £26'T €LTT afesane reak-aa1y) ‘sa01AISs pue spoob Jo spodx3
5'6¢ S0e Sy Ty 6'6¢ 6'GE zee 08z T2 £62 6T L 6'9L o€l 8'59 285 6L 0L 65 [:32 9t 44 B 109p MaU :LIIYM JO
zait 9891 TTUT €191 z291 96 €18 z18 T8 6L 108 6121 0611 05T 1'89T 0291 T0ET zert TLIT 998 9811 662 = 20135103
8'LL2T £'665 L9LL'T G'€S9'T T'SES'T [Aria 9TIET 1'902'T 6'€0T'T 8'200'T 5026 9TY8 218 1581 '85L §'82L 9969 [4x4) 9TYS 505y 9'05€ 65 00 1g8p MU 1yaIym 40
9Tv9e £691C £0L6'C £T26'C L'v18'T 8'828'C v'eeL's §'119'C TYIS'T LYY 62eE'T 0'6€2'C §'002'2 62912 £091'2 80812 1’5022 §'202'C 7'602'C 9'SLT'T 0'€0T'2 2250 1'8L0'C 393p 40 AdN
1(S1e1{Op "S"M JO SUOI{IW UI) :SWa) WNPUBIOWRIA
T LT 0T 0T 0T 0T 60 60 60 TT €T €e 9¢ Le 9¢ g€ S0 g0 S0 0 €0 44 /€ [T O1el 3NUAARI-0)-3JINIBS 343
8¢ L ve g€ 9¢ 44 e 1% e €T ST oy (44 9 99 0L LS 69 R 14 6'G wee /z ones shodxa 03 891AI3S 1930
zTL S90T 819 %9 1.9 00L [a7 reL 0vL £5L 89 S8L 118 0's8 868 6'56 ZT0T 0407 9'90T 8'60T 9€eT vt €8T 1z ontel spodxa 011G3p J0 AdN
/9 111 0LIBUBS 3ANBUIBNY
1'895¢ 0'€LET §YSe'e 1'8L0'¢ TT16'C ¥'€SL'T 709'2 0'e9r'e §'62€'C €02 £°090'2 £626'T 1'908'T 9'069'T T'e8S'T L08Y'T L'S8E'T 1'862'T TT12'T L'6ST'T €T €66 8'GLL sanuanay
[4:1743 18912 0018'c £2L9'e £985'e gzor'e €L Levt'e TL10'C 97682 ¥'SLL'T §'659'C TLYS'T T8V’ §'GEE'T €1€2'C VEVT'e L'€50'C T'€50'C SYr0'C 9'786'T 0'058'T Sore'T [enuue ‘s3o1A1as pue spoob 4 sodx3
8'260¢€ 89202 82L9'c 0'268'e V'E0r'E zeLe'e LevT'e T'810'€ 1'S68'C §'9LL'T £'099'2 £8Y5'C £orr'e 0'L6€'C 8'862'C 8T ¥'€80'C ¥'050'C ¥'L20'C L'696'T L'€69'T £26¢'T €L2T'T abelone Jeak-sa1y) ‘sao1nas pue spoob Jo spiodx3
T6e 6'0€ ey 6cr §'6€ T9€ 9ce €8¢ 892 8'8¢ 9Te 8L TLL V'eL ¥'99 065 L8 LL 9 0s g€ 44 v 1g8p mau 1yaiym Jo
8TIT ()8 8'89T T'99T 8191 8'€6 L8 18 8LL v'8L 7’08 6'T2T C¢6IT 8'0ST €691 L'19T 6°0ET 6'8vT 9LTT 898 8'8TT 6'62v B0INIBS 102
76811 €129 GISST  QUW'T  TISET  TWET  ¥ZeeT  LTWIT  vT90T 086 9216 £8v8 1168 €918 8961 [ T8YL 7999 62/ SE9y 7058 6572 00 109p MaU LIIYM JO
8'€552 €612 zI6L'T veel'z  L92l'T  LTINT 29T Ze€sS'T  SUv'e  6068T  ¢SIET  LSve'r 8612 veel'? L0027 96227 ¢l 9lver 90Vl L9881 820TT 22507 T80T 109p J0 AdN
1(SJe]|OP "S"M 4O SUOI|[IU UI) :SW3)l WNPUBIOWA|N
9T 0C 1A 7T VT €T €T TT T €T ST (W4 584 534 (44 (W4 90 90 S0 0 €0 0 /€ [T 013el 3NUBABI-0}-80IAISS 1030
14 8L 144 S 9 8T Le 9T 9T Le 6¢C a4 Ly 9 L SL 79 €L LS (44 09 (474 /2 oned sHodxa 03 801AI8S 1980
oes 6'60T 6L ViL To8 628 8'€8 9v8 'S8 T98 0.8 88 016 6'€6 €86 0v0T €80T 9'60T S0TT LTTT 4741 Vvt €8T /2 ol spodxa 011gap Jo AdN
/5 11 OLIBUSIS 3ANRUIANY
C'EBEE 920ST TEVIY 8'L0gy L'966€ 0'80L€ covve 8'T61E 2'196C v'ivie 20252 0'sT€T 65212 02561 TT6LT A4 €015T 6'28€T Syl ¢'T0T Tyrit £'€66 8'GLL sanuany
8'815¢€ 05202 €8Sy v'e8e'y 6'T€0'Y 8'S6L'E v'eLS'E 6'€9E'E §'99T'E 5'086'C £'608'C 0v9'T Ly8Y'e £'8€€'C 0'€02'2 8'9.0'C 8'856'T T6Y8'T L'T98'T L'Ev8'T 6€8L'T 0'058'T Sre'T [enuue ‘seolAles pue spoob Jo spodx3
'91EE S'006T §'.82' L'980' ¥008'c L'LIS'E 6'L9¢'c £0LT'E T86'C 1'808'C 7'EV9'T L'18Y'T oere'e 0'902'2 §'6L0'C 9'T96'T 6'688'T STS8'T 8'628'T 6'G28'T 8'929'T £26¢'T €L2T'T abesane seak-a31y) ‘seolAIes pue spoob Jo spodx3
€98 403 rad 06 L5 £7ee 06 Tse Sve €L 90¢ L9L T9L €TL €59 68 9L L9 9§ a4 e (44 o 1g9p MU 1ydIym Jo
0°60T et 09T €791 0'8ST 006 Tv8 8L §'GL 69 6L 80T T8TT L6yt 89T 9'99T 86T 6'LrT 8911 €98 9'8TT 662 ERIVESSETg]
0'90TT 0'9.8 TYLY'T 0'88€'T TE0E'T 6'6T2'T 6°L8T'T T80T L6 0106 L'1e8 S'69L 0'6SL 9TvL T9zL §'90L 6629 2909 oves ey Sove 6'GvC 00 143p Mau 1YIIYM JO
8'0L1C 0erte 6299'C 8'659'C 879 §129'C L'8YS'T L'89V' v'18€'C 6°20€'C TYET'T 8'99T'2 TEVT'C 8'8T1'C 82T 6'85T'C T68T'C 9'G8T'Z LT6T'C §'65T'C 8'260'C 50T 1'8L0'C 149p 40 AdN
:(S4eJ1Op "S'M JO SUOI|[IW UI) SWa)l WNpUBowsiy
4 (44} 9¢ 8¢ (04 e e ST ST 8¢C TE 4] 9S LL 6 Tot 98 L0t 6 L ¥oT €ey o /€ [Z 01eJ 3NUBARI-0)-80IAI8S 1030
Te 8 9¢ 8¢ 6¢ e ¥e €C e 9T 8¢C 9v 8y 9 9L 08 99 08 €9 Ly L9 (474 o /Z o1el sHodxe-0)-801A18S 180
8'GL 8413 9 869 569 veL L'SL 6LL 008 x4 S8 T8 §T6 096 €201 T0TT 8'GTT 0'8TT 8'6TT €811 9'82T Vi E8T /Z one1 $110dxX3-011G3p 4O AdN
/7 1 OLIBUSIS 3AIRUIANY
SISK[eUe KIIAISUBS
CT6IVE TL18T 0°069% £15er 0LE0y 1225 0'SLvE o'veee 2'166C TSLLe 9'655¢ TLvee §'6STe 6161 TL18T €'899T 0'625T 6€TVT 8'€L2T G'96TT TvTT £'€66 8'GLL sanuany
G'9.6€ 8'96¢C 8'760'S 8'708'y 0'ves'y §'8Le'Y €'L80'r L'608'E 0'S65'e ¥'26€'E zT0'e 8'020'€ 5058'C 8'689'C 6'0vS'C 9T0Y'T 012 TerT'e 9'6TT'C 9'980'2 8'800'C 0'058'T S're'T [enuue ‘ssojAIes pue spoob Jo spodx3
9'9G.€ T9eTe 018" T6ES'Y €82y 8'TY0'Y 0'v18'e T'665' 2'96g'e 8'702'e TYe0'e 1'€58'C 8'€69'C TS SYOY'e 6€L2'T 6'6.1°C S8IT'C L'TL0'T 8'186'T 8T0L'T £26¢'T €L2T'T abelane seak-a31y) ‘ssolAIes pue spoob Jo spodx3
¥'5e 00g Ty LE £ve T1E T8¢ Sve Tve 692 zoe €9L L'SL 6TL 059 P €L 9 R a4 147 (44 1g9p MU 1ydIym Jo
¢80T 0€9T L'E9T 6097 9991 8'88 zes 9LL 0L S9L 06L §0ctT LT 144 6291 2991 §'62T LT L9911 €98 9'8TT 6'6CY ERIVESSETg]
TLL0T 1298 9YrY'T £'8G€'T SE€LTT T06T'T T80T'T L'120'T £'8v6 62.8 €708 8erL T6eL 'oTL 9'T0L 5289 €099 8'€6S 2818 geey Sove 6'GvC 00 143p Mau 1YIIYM JO
8'TYie 0'8z1e £'8€9'C 1929'C 0€19'C 9'265'C 68157 T6EY'T §'8G€'C 8'6.2'C 1'902'2 TorT'e TLaTT §'€60'C SE0T'T 6YET'T 7'69T'C TeLT'e 6'S81'C L'IST'T 8'260'C 250 1'8.0'C 149p 40 AdN
:(S1B1{OP *S"M 4O SUOIJILU UT) SLUBY! WNPUEIOLIBI
4 Tz St Le 6¢ e ¥e e ST 8¢C TE s S SL 6 00T S8 0T 6 L ¥oT €ty o /€ /2 011eJ 3NUBARI-01-80IAI8S 1030
LT SL 43 €e S€ 1T 1T 0C e €T ST (4 124 9§ 99 69 LS 69 E) 124 6'G cee o /2 0Nyl sHodx3-0}-801A3S 1430
099 620T 875 6.5 0719 €79 099 819 769 TTL 0€L 0L 9'8L €78 S8 6°€6 566 9201 §'50T 6'80T 0€eT Vit V8T /z ol suodxa-01-1gap Jo AdN
sofesany suonoalold
€202 - ¥T0¢ €T0T - €002 €202 [444 120C 0202 6702 8102 1102 9102 §T102 ¥102 €102 (4014 1102 010Z 6002 8002 100z 9002 5002 002 €002

(payeatpur asiMIBLO ssajun ‘usdiad uj)
/T €202 - €002 ‘SisA[euy ANAISUAS :BIGUIEZ "9T 3|qeL



-50 -

Table 17. HIPC Initiative: Status of Country Cases Considered Under the Initiative, February 11, 2005

Target Estimated Total
NPV of Debt-to- Assistance Levels 1/ Percentage  Nominal Debt
Decision Completion Gov. (In millions of U.S. dollars, present value) Reduction ~ Service Relief
Country Point Point Exports  revenue Multi- World in NPV of  (In millions of
(in percent) Total  Bilateral lateral IMF Bank Debt 2/ U.S. dollars)
Completion point reached under enhanced framework
Benin Jul. 00 Mar. 03 150 265 7 189 24 84 31 460
Bolivia 1,302 425 876 84 194 2,060
original framework Sep. 97 Sep. 98 225 448 157 291 29 54 14 760
enhanced framework Feb. 00 Jun. 01 150 854 268 585 55 140 30 1,300
Burkina Faso 553 83 469 57 231 930
original framework Sep. 97 Jul. 00 205 229 32 196 22 91 27 400
enhanced framework Jul. 00 Apr. 02 150 195 35 161 22 79 30 300
topping-up Apr. 02 150 129 16 112 14 61 24 230
Ethiopia 1,982 637 1,315 60 832 3,275
enhanced framework Nov. 01 Apr. 04 150 1,275 482 763 34 463 47 1,941
topping-up Apr. 04 150 707 155 552 26 369 31 1,334
Ghana Feb. 02 Jul. 04 144 250 2,186 1,084 1,102 112 781 56 3,500
Guyana 591 223 367 75 68 1,354
original framework Dec. 97 May 99 107 280 256 91 165 35 27 24 634
enhanced framework Nov. 00 Dec-03 150 250 335 132 202 40 41 40 719
Madagascar Dec. 00 Oct-04 150 836 474 362 19 252 40 1,900
Mali 539 169 370 59 185 895
original framework Sep. 98 Sep. 00 200 121 37 84 14 43 9 220
enhanced framework Sep. 00 Mar. 03 150 417 132 285 45 143 29 675
Mauritania Feb. 00 Jun. 02 137 250 622 261 361 47 100 50 1,100
Mozambique 2,023 1,270 753 143 443 4,300
original framework Apr. 98 Jun. 99 200 1,717 1,076 641 125 381 63 3,700
enhanced framework Apr. 00 Sep. 01 150 306 194 112 18 62 27 600
Nicaragua Dec. 00 Jan. 04 150 3,308 2,175 1,134 82 191 73 4,500
Niger 663 235 428 42 240 1,190
enhanced framework Dec. 00 Apr. 04 150 521 211 309 28 170 53 944
topping-up Apr. 04 150 143 23 119 14 70 25 246
Senegal Jun. 00 Apr. 04 133 250 488 212 276 45 124 19 850
Tanzania Apr. 00 Nov. 01 150 2,026 1,006 1,020 120 695 54 3,000
Uganda 1,003 183 820 160 517 1,950
original framework Apr. 97 Apr. 98 202 347 73 274 69 160 20 650
enhanced framework Feb. 00 May 00 150 656 110 546 91 357 37 1,300
Decision point reached under enhanced framework
Cameroon Oct. 00 Floating 150 1,260 874 324 37 179 27 2,800
Chad May. 01 Floating 150 170 35 134 18 68 30 260
Congo, Democratic Rep. of Jul. 03 Floating 150 6,311 3,837 2,474 472 831 80 10,389
Gambia, The Dec. 00 Floating 150 67 17 49 2 22 27 90
Guinea Dec. 00 Floating 150 545 215 328 31 152 32 800
Guinea-Bissau Dec. 00 Floating 150 416 212 204 12 93 85 790
Honduras Jul. 00 Floating 110 250 556 215 340 30 98 18 900
Malawi Dec. 00 Floating 150 643 163 480 30 331 44 1,000
Rwanda Dec. 00 Floating 150 452 56 397 44 228 71 800
Séo Tomé and Principe Dec. 00 Floating 150 97 29 68 - 24 83 200
Sierra Leone Mar. 02 Floating 150 600 205 354 123 122 80 950
Zambia Dec. 00 Floating 150 2,499 1,168 1,331 602 493 63 3,850
Decision point reached under original framework
Cote d'lvoire Mar. 98 3/ 141 280 345 163 182 23 91 6 4/ 800
Total assistance provided/committed 32,002 15,541 16,325 2,532 5/ 7,577 54,093
Preliminary HIPC document issued
Burundi 150 801 120 681 24 414 92 1,313
Cote d'lvoire 6/ 91 250 2,569 1,027 918 166 438 37 3,900

Sources: IMF and World Bank Board decisions, completion point documents, decision point documents, preliminary HIPC documents, and staff calculations.

1/ Assistance levels are at countries' respective decision or completion points, as applicable.

2/ In percent of the net present value of debt at the decision or completion point (as applicable), after the full use of traditional debt-relief mechanisms.

3/ Cote d'lvoire reached its decision point under the original framework in March 1998. The total amount of assistance committed thereunder was US$345 million in NPV terms.
4/ Nonreschedulable debt to non-Paris Club official bilateral creditors and the London Club, which was already subject to a highly concessional restructuring, is

excluded from the NPVof debt at the completion point in the calculation of this ratio.

5/ Equivalent to SDR 1,718 million at an SDR/USD exchange rate of 0.6635, as of February 11, 2005.

6/ It is suggested that enhanced HIPC relief for Cote d'Ivoire overtake the commitments made under the original HIPC framework.



