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THE GAMBIA - COMPLETION POINT DOCUMENT
UNDER THE ENHANCED HIPC INITIATIVE

EXECUTIVE SUMMARY

Background

On December 19, 2007, the Republic of The Gambia became the 19" regional member
country (RMC) to reach completion point under the enhanced HIPC Initiative. As a result,
the Boards of Directors of the IMF and the World Bank approved a HIPC assistance of US$
66.6 million in end-1999 NPV terms for The Gambia which includes US$ 15.8 million debt
relief under the enhanced HIPC from the bank Group. There was no topping-up assistance for
The Gambia.

Assessment of Requirements for the Completion Point

Gambia fulfilled all the six key conditions to reach completion point. These were: (i)
preparation and satisfactory implementation of a full PRSP for at least one year, and
improvement in poverty monitoring; (ii) maintenance of macroeconomic stability; (iii)
strengthening of public expenditure management; (iv) use of interim HIPC debt relief; (v)
education and health sector reforms; and (vi) structural reforms. Overall, Gambia fully
implemented nine out of eleven completion point triggers and partially implemented the other
two triggers.

HIPC Assistance at Completion Point and its Breakdown

The total debt relief to Gambia is estimated at US$ 66.6 million in end-1999 NPV terms,
broken down as follows: (i) multilateral debt relief, US$ 49.2 million (73.9 percent); and (ii)
bilateral debt relief, US$ 17.4 million (26.1 percent). The ADB Group’s share of the debt
relief is US$ 15.8 million, which .accounts for 32.1 percent of the multilateral debt relief and
23.7 percent of the total debt relief.

Debt Relief under the MDRI

With the approval of Gambia’s completion point, the country qualifies for debt relief under
the MDRI. The total debt relief from the World Bank (IDA), IMF and ADF under the MDRI
will amount to US$ 357.89 million in nominal terms spread over 43 years, including US$
170.10 million for the Bank Group.

Debt Sustainability and its Sensitivity

The NPV of Gambia’s external debt at end-2007 is estimated at US$ 439.4 million. After full
delivery of HIPC Initiative assistance committed at decision point, Gambia’s external debt
would be reduced to US$ 347.4 million, equivalent to 236.4 percent of exports. Since most
of the factors that resulted in the deterioration of the NPV of debt-to-exports ratio were not
exogenous, there is no additional topping- up debt relief for Gambia. After enhanced HIPC
assistance and MDRI debt relief, Gambia’s NPV of external debt would be further reduced to
US$ 165.3 million at end-2007, equivalent to 112.5 percent of the exports of goods and
services. However, its NPV of debt-to-exports ratio would average 143.3 percent from 2007-
2016 and 123.9 percent from 2017-2026. Gambia would be considered a country with high
risk of debt distress over the projection period of 2007-2026 since the NPV of debt-to-exports
ratio would be over the DSA threshold of 100 percent for a weak performing country.



Gambia’s debt service-to-exports ratio after HIPC and MDRI debt relief would average 9
percent from 2007-2016, and 7.5 percent from 2017-2026, well below the Debt Sustainability
Analysis (DSA) threshold of 15 percent for a weak performing country. This indicates that its
debt service is sustainable after enhanced HIPC and MDRI debt relief.

The sensitivity analysis of the long-term debt shows that large adverse shocks in exports and
shortfalls in grant financing would worsen Gambia’s external debt indicators substantially.
This calls for the need for continued fiscal prudence and policies to support broad-based
economic growth and export diversification.

Delivery Modality and Indicative Financing Arrangement

It is proposed that the Bank Group makes a commitment to provide Gambia with an
irrevocable debt relief of US$ 15.82 million in end 1999 NPV terms or US$ 22.77 million in
nominal terms, from January 2001 to July 2013. Twenty (20) percent of the debt relief would
be financed from internal resources, forty (40) percent from the European Commission
pledges and forty (40) percent from the HIPC Trust Fund. The assistance would relieve
Gambia of up to seventy-one (71) percent of its debt service obligation to the Bank each year
from 2001 to 2003, and up to eighty (80) percent of its debt obligation to the Bank Group
from 2008 to July 2013.

Recommendations

The Boards of Executive Directors are invited to approve: (i) The Gambia’s qualification for
HIPC assistance at completion point under the enhanced HIPC Initiative; (ii) the proposed
HIPC assistance of US$ 15.82 million in end 1999 NPV terms; and (iii) The Gambia’s
qualification for the MDRI.



THE GAMBIA - COMPLETION POINT DOCUMENT UNDER THE ENHANCED
HIPC INITIATIVE

l. INTRODUCTION

1.1 On December 19, 2007, the Boards of Directors of the IMF and the World Bank
approved The Gambia HIPC completion point document and The Republic of The Gambia
became the 19™ regional member country (RMC) to reach completion point under the enhanced
HIPC Initiative.® The Gambia reached its decision point in December 2000 and qualified for
US$66.6 million of total debt relief assistance in end-1999 NPV terms.?  The completion point,
which was initially scheduled for 2003, was delayed because of macroeconomic slippages and
slow structural reforms.

1.2 This document presents the proposal and justification for Bank Group assistance to the
Republic of The Gambia under the enhance HIPC Initiative. Following this introductory section,
Section Il assesses Gambia’s requirement for reaching the completion point. The breakdown of
the total debt stock and HIPC assistance is presented in Section Il and Section IV evaluates
Gambia’s qualification for additional HIPC assistance.  Section V discusses Gambia’s
qualification for debt relief under MDRI while Section VI examines the debt sustainability after
HIPC and MDRI assistance. Section VII analyzes the sensitivity of Gambia’s external debt and
its long-term sustainability. The Bank Group’s contributions to Gambia’s poverty reduction
strategy are reviewed in Section VIII. The details of the debt relief delivery modality are
presented in Section IX, the indicative financing arrangements in Section X, and the
recommendations for the Boards’ consideration in Section XI.

I1. ASSESSMENT OF REQUIREMENTS FOR REACHING COMPLETION POINT

2.1  The Republic of The Gambia was required to fulfill the following conditions for reaching
completion point.

Q) Preparation of a full PRSP, its satisfactory implementation for at least one year, and
improvement of the poverty database and monitoring capacity;

(i) Maintenance of macroeconomic stability;

(iii)  Strengthening of public expenditure management;

(iv)  Use of the interim HIPC debt relief in accordance with annual budgets;

(V) Education and health sector reform programs; and

(vi)  Establishment of a multi-sector regulatory agency and privatization of the public
groundnut processing plants in a structural reform program.

This section assesses the country's performance relative to the above requirements.

! See IDA/IMF: Republic of The Gambia — Enhanced Heavily Indebted Poor Countries Initiative: Completion Point
Document and Multilateral Debt Relief Initiative, November 28, 2007.
Z See Boards of Directors Resolution B/BD/2001/22 - F/BD/2001/20, dated 23 February, 2001.



A. Preparation and Implementation of a Poverty Reduction Strategy Paper and
Improvement in Poverty Monitoring

2.2  The Gambia has produced two full PRSPs since its decision point. Both PRSPs have been
prepared through a participatory process. Both PRSPs provide a credible framework for poverty
reduction. The first PRSP which covered the years 2002 to 2005 provided an important step
forward in poverty reduction and a basis for concessional assistance. The second PRSP covering
the period 2007-2011, applied the lessons learned from the implementation of the first PRSP. It
included an implementation action plan and the cost of priority activities. This allows for
improved monitoring and results orientation. The full PRSP has been implemented satisfactorily
for one year.

2.3  The poverty data base has been improved with the 2003 household expenditure survey,
the 2003 population census and the 2005/2006 economic census. The monitoring capacity has
also been improved through the restructuring of the Central Statistics Department and through
training and technical assistance.

B. Maintenance of Macroeconomic Stability

2.4 Macroeconomic policies and performance in The Gambia have passed through two
phases since the decision point in 2000. First, between 2001 and 2003, fiscal slippages,
accommodating monetary policy and falling international reserves led to a sharp depreciation of
the Dalasi (national currency) and high rates of inflation. For example, after growing by nearly 6
percent in 2001, real GDP fell by 3 percent in 2002; the overall deficit including grants increased
from 1.4 percent of GDP in 2000 to 13.9 percent in 2001; the Dalasi depreciated by 55 percent
between 2001 and 2003; inflation reached 17 percent in 2003 (the highest in two decades); and
accumulated international reserves fell below 6-7 months of imports between 2001 and 2003.
These caused the IMF’s PRGF-supported program to go off track.

2.5 A successful policy adjustment and reform of the CBG led to a new PRGF-supported
program in February 2007. Macroeconomic stability was restored during the period 2004-2007.
Economic growth averaged 6.5 percent annually within the period. Tight fiscal and monetary
policies from late 2003 lowered inflation from 17.6 percent at end-2003 to 1.4 percent at end-
2006. Increases in some imported food items pushed the annual inflation rate to over 6 percent
in the second quarter of 2007 but fell to about 5 percent at end-2007. The basic primary balance®
improved from a deficit of over 1 percent of GDP in 2001 to an average surplus of 8.8 percent of
GDP during 2004-2006, and reached about 9 percent in 2007. With the renewed macroeconomic
stability and the associated increase in FDI inflows, the current account deficit has widened but
the reserve coverage has increased to approximately 5 months of imports despite increasing
imports. Two reviews of the PRGF-supported program have been successfully concluded. .

2.6 Owverall, after an initial period of macroeconomic instability, a stable macroeconomic
environment has been maintained through prudent fiscal and monetary policies.

® Basic primary balance is defined as domestic revenue minus expenditures and net lending, excluding interest
payments and externally financed capital expenditures.



C. Strengthening Public Expenditure Management

2.7 The government has successfully introduced reforms in public financial management and
in Central Bank operations which have improved transparency and accountability in the use of
public funds and reduced opportunities for corruption. These include:

e The Gambia Procurement Act (2001) which provides the framework for an open, non-
discriminatory and transparent procurement system, supports anti-corruption initiatives
and harmonizes public procurement policies and tools;

e The Budget Management and Accountability Act (2004) which updates the legal
framework for budgeting and accounting to international standards;

e The new Central Bank Act (2005) which provides increased operational independence of
the Central Bank, including the setting of limits on lending to the government by the
Central Bank and improved arrangements and capacity for external and internal audits
and supervision;

e The Gambia Revenue Authority Act (2005) which consolidates the administration of
income and sales tax with customs to enhance tax administration and the application of
tax laws; and

e The Integrated Financial Management Information System (IFMIS) which provides a
comprehensive public expenditure management IT system for all stages of the budgeting
and accounting process.

2.8  Also, the government has updated the public accounts system to 2006 and the IFMIS is
expected to produce the 2007 accounts by end-march 2008. It has also produced annual reports
on the overall budget process and semi-annual reports on the use of interim HIPC debt relief.

D. Use of Interim HIPC Debt Relief

2.9 The Gambia has benefited from interim HIPC debt relief from IDA, ADB, IMF and EU.
IDA has delivered US$ 8 million in NPV terms; the ADB, US$ 6.31 million; and the IMF, US$
0.6 million. Total interim financial assistance amounted to US$ 17.5 million in NPV terms (US$
21.2 million in nominal terms) of which US$ 17.0 came from multilateral creditors, and US0.5
million from bilateral creditors.

2.10 The annual budgets identify all poverty-reducing expenditures and the use of interim
HIPC debt relief is explicitly specified as part of the poverty reducing expenditures. The entire
cabinet reviews and approves the annual budget and the allocation to poverty reducing
expenditures. The government allocates between one-quarter to one-third of the locally funded
expenditures to poverty reducing expenditures in education, health, economic management
agencies, agriculture, governance, civil service reforms, decentralization, capacity building in
local government, and programs in nutrition, gender and HIV/AIDS. The share of poverty
reducing expenditures in the locally funded expenditures increased to 37 percent in 2002 but
declined to 24 percent in 2005 because of increased domestic interest payments from 23 percent
of total recurrent expenditures in 2000 to 45 percent in 2005. However, the share increased from
24 percent in 2005 to 26 percent in 2006 and increased to about 34 percent in 2007 because of
the fiscal space resulting from a decline in the share of government interest payments from 45



percent in 2005 to 35 percent in 2006 and to a projected 26 percent in 2007.. Compared to 2001,
poverty-reducing spending was 34 percent more in 2005 and 138 percent more in 2007. Also
social development funds have been used to target support to local communities.

E. Education and Health Sector Reforms

2.11 The government has a new comprehensive Education Policy (2006-2015) which focuses
on expanding and improving the quality of education. The education system has benefited from
the government’s program on expanding education infrastructure, teacher training and school
materials. Over 1,000 classrooms have been built; access to education has expanded, particularly
to rural areas, with a gross enrollment rate of 77 percent, but increases to more than 90 percent if
Madrassa enrollments are included.* The number of graduates from The Gambia College with
Primary Teacher’s Certificate has increased from 192 in 2000/2001 to 331 in 2005, a 72 percent
increase, exceeding the decision point target of 45 percent.” This would help improve the quality
of teaching, improve education standards and have a great impact on poverty reduction.

2.12  Under the two scholarship programs for girls, the Scholarship Trust Fund for Girls and
the President’s Empowerment of Girls Education, the number of girls that have benefited from
scholarship has increased from 5,979 in 2000/2001 to 41,939 in 2005/2006°, with an average
annual increase of about 7,192 girls. This far exceeds the annual target of 2,000 girls in at least
three regions.

2.13 The Gambia has various health policies including a National Health Policy, a National
Drug Policy and a National Nutrition Policy. Health has the third largest budget among
government ministries. The share of primary and secondary health care in the recurrent budget
for health increased from 42 percent in 1999, the baseline year, to 50 percent in 2003, and has
averaged about 48 percent since 2003. This exceeds the 42 percent required by the decision point
trigger.

2.14 Primary and secondary health care have expanded significantly, particularly the
construction of health centers in the poorest regions. Physical access to basic health services has
improved with 85 percent of the population living within one-hour travel time, or 7.5 km of a
health facility.

2.15 The percentage of births attended by trained antenatal care personnel has increased from
44 percent in the base year of 1998 to 56.3 percent in 2005. Even though this is below the
decision point target of 61.9 percent in 2005, it is a significant increase from the baseline and
greater than the 45 percent average for Sub-Saharan Africa (SSA) in 2005.”

* Madrassas are Islamic religious schools.

® See IDA/IMF: Republic of The Gambia — Enhanced Heavily Indebted Poor Countries Initiative: Completion Point
Document and Multilateral Debt Relief Initiative, November 28, 2007, para. 23.

® Ibid., para. 24.

" Ibid., para. 25.



F. Structural Reforms
2.16  The authorities have introduced structural reforms into the country including:

Q) The establishment of the Public Utilities Regulatory Authority (PURA) to regulate
the water, electricity and telecommunication sectors. It collaborates with relevant
line ministries on licensing, tariffs, and competition (antitrust) related policy
decisions.

(i)  Attempts to privatize the Public Groundnuts Processing Plants — During 2005-2006,
the authorities attempted to privatize the Gambia Groundnut Corporation (GGC). A
due diligence was conducted, the bidding document was prepared and the requests for
bids advertised. There was only one bidder and the government rejected the bid on
the grounds that the bidder was not sufficiently qualified which would be detrimental
to the sector and the economy.

(ili)  Re-opening of the groundnut market to multiple operators - A public-private joint
enterprise, the Gambian Agricultural Marketing Corporation (GAMCO), was
established in 2005 as the sole operator for processing and marketing groundnuts.
GAMCO was undercapitalized and lacked market experience. As a result, groundnut
exports decreased to US$ 2 million in 2005 from US$ 16.9 million in 2004, and
GAMCO went bankrupt. In 2006, the government re-opened the groundnut market to
multiple operators. The GGC was given a license to export groundnuts on top of its
processing, transportation, and storage activities.

(iv)  The government has prepared a comprehensive Sector Reform Strategy to revitalize
the groundnut sector and to attract established international investors. A sector
reform roadmap has been prepared and the government has already implemented the
following actions from the roadmap:

¢ Allowing immediate free entry of operators at all levels of the value chain;

e Transferring management responsibility to an association of the sector’s public and
private stakeholders, the Agribusiness Service Plan Association (ASPA) which will
determine the producer price;

e Putting GAMCO under receivership as part of the liquidation process; and

¢ Dissolving the Board of Directors of GGC, and initiating steps to reconstitute a new
Board which would no longer intervene in the daily operations of the company.

2.17 The groundnut sector reform roadmap was endorsed by Cabinet in June 2007 and the
government made a public announcement to inform interested parties and its commitment to full
liberalization and open competition in the sector.

G. Overall Assessment

2.18 From the forgoing, Gambia has fully implemented nine out of the eleven completion
point triggers and partially implemented the other two triggers. The two that were partially



implemented are: (i) annual increase by 5 percent of the share of births attended by a person
trained in antenatal care; and (ii) the sale of the publicly-owned groundnut processing plants.
Substantial progress was however made on each of the partially implemented triggers. On the
share of births attended by a person trained in antenatal care, even though the 56.3 percent share
is less than the target of 61.9 percent in 2005, the rate is similar or better than other comparable
Sub-Saharan African countries. On the sale of the groundnut processing plants, the previous
attempt was not successful and corrective actions are being taken. It is therefore recommended
that waivers be granted for the non-observance of these two triggers for Gambia to reach
completion point.

2.19 A copy of the relevant HIPC completion point document prepared by the Bretton Woods
Institutions (BWI), which provides detailed information for reaching the completion point, is
attached as Annex 8%,

I11. GAMBIA’S DEBT STOCK AND HIPC ASSISTANCE

3.1  After a review of the stock of debt against creditor statements as at end-December 1999,
Gambia’s nominal stock of debt was revised to US$ 444.7 million from US$ 452.6 million as
highlighted in Annex 1. The NPV of debt after traditional debt relief was also revised to US$
240.7 million from US$ 244.9 million.

3.2 Multilateral creditors: The nominal debt stock owed to the multilateral creditors was
revised downwards to US$ 355.6 million from US$ 356.2 million. The NPV of debt owed to
these creditors after traditional relief mechanisms was revised slightly downwards from US$
180.8 million to US$ 180.3 million as of end-December 1999, with that of the Bank Group
revised to US$ 57.4 million from US$ 58.2 million.

3.3 Bilateral Creditors: The nominal debt stock owed to Paris Club bilateral creditors was
revised upwards to US$ 29.8 million from US$ 27.5 million, while that of non-Paris Club
bilateral creditors was revised downwards to US$ 58.3 million from US$ 68.9 million.
Correspondingly, the NPV of debt owed to the Paris Club bilateral creditors was revised
upwards to US$ 19.5 million from US$ 17.6 million as of end-December 1999, and that of the
non-Paris Club bilateral creditors revised downwards to US$40.9 million from US$ 46.4 million.

3.4  Despite the revisions to the debt stock, the HIPC debt relief to Gambia remains at US
66.6 million end-1999 NPV terms, as estimated at the decision point. As shown in Table 1, the
total HIPC debt relief from multilateral creditors at completion point is estimated at US$ 49.2
million in end-1999 NPV terms (73.9 percent), while that from bilateral creditors is estimated at
US$ 17.4 million (26.1 percent). The African Development Bank Group’s share of the debt relief
is US$ 15.8 million, equivalent to 32.1 percent of the multilateral debt relief and 23.7 percent of
the total debt relief, compared to the World Bank’s share of 45.3 percent of the multilateral debt
relief and 33.5 percent of the total debt relief.

¢ See IDA/IMF: Republic of The Gambia — Enhanced Heavily Indebted Poor Countries Initiative: Completion Point
Document and Multilateral Debt Relief Initiative, November 28, 2007.



Table 1. Creditor Participation in the HIPC Assistance

(US$ million)
Completion Point Debt Relief Percentage of Total Debt Percentage of Total Debt
Creditors (end-1999 NPV) Relief from Multilateral Relief from all Creditors (%)
Creditors (%)
Bilateral Creditors 174 26.1
Multilateral Creditors 49.2 100.0 73.9
ADB Bank Group 15.8 321 23.7
World Bank (IDA) 22.3 45.3 335
IMF 2.3 4.7 35
Other Multilaterals 8.8 17.9 13.2
Total HIPC Debt Relief 66.6 100.0

Sources: IDA/IMF: Republic of The Gambia — Enhanced Heavily Indebted Poor Countries Initiative: Completion Point Document and
Multilateral Debt Relief Initiative, November 28, 2007.

3.5 Interim Multilateral Assistance: Out of the respective amounts of debt relief shown in
Table 1, the IDA has provided US$ 8.0 million as interim assistance, the ADB Group, US$ 6.3
million, and the IMF, US$ 0.6 million, as at end-December 2006. Interim assistance from the
Bank Group was provided during 2001-2003, and came to an end in end-2003 when the interim
assistance reached the 40 percent ceiling of total Bank Group debt relief at decision point.

IV. CONSIDERATION FOR ADDITIONAL ASSISTANCE (TOPPING-UP)

4.1 Under circumstances where exogenous factors result in the deterioration of a country's
debt-burden indicators between decision and completion points, the enhanced HIPC Initiative
allows for additional debt relief (topping-up) at completion point to bring the NPV of debt-to-
exports ratio down to the 150 percent threshold. Gambia’s debt-to-exports ratio at end-2006 was
projected at 139.8 percent after HIPC debt relief. However, the actual debt-to-exports ratio was
242.5 percent which was 102.6 percent points above the projection and 92.5 points above the
HIPC threshold.

4.2  Three factors that caused the deterioration in Gambia’s NPV of debt-to-exports ratio:
unanticipated changes in international prices of exports, exchange rates, and discount rates used
to calculate the NPV of debt, can be considered as exogenous. These together accounted for 33.4
percent points of the deterioration in the NPV of debt-to-exports ratio. The other factors: lower
export volumes, larger new borrowing, lower concessionality of new borrowing, revision of
decision point database and amortization of existing debt, which accounted for 69.2 percentage
points of the deterioration, cannot be considered exogenous. Several factors contributed to the
lower export volumes, including (i) a change in licensing regulations which made the
inexperience and undercapitalized GAMCO the sole operator for processing and marketing
groundnuts in 2005 and resulted in a near collapse of the of groundnut exports, the country’s
most significant cash crop; (ii) Gambia was slow in improving its customs clearance procedures
and ports facilities while neighbouring countries such as Senegal closed the competitiveness gap;
(iii) the ban on all-inclusive tour packages which led to a decline in tourism, the largest foreign
exchange earner; and (iv) macroeconomic uncertainty and at times unstable exchange rate which
led to stagnation of exports. The non-exogenous factors, by themselves would still have resulted
in a NPV of debt-to-exports ratio of 209 percent which is significantly higher than the HIPC
threshold of 150 percent. Thus, Gambia does not meet the requirements for additional debt relief
(topping-up) under the enhanced HIPC Initiative.



V. DEBT RELIEF UNDER MULTILATERAL DEBT RELIEF INITIATIVE (MDRI)

5.1  With the approval of debt relief at Gambia’s completion point, the country qualifies for
debt relief under the MDRI. The IDA, the ADB Group and the IMF will provide additional debt
relief of US$ 357.8 million over a period of 43 years. The IDA will provide US$ 183.4 million
of debt relief under the MDRI; the IMF, US$ 14.2 million; and the ADB Group, US$ 170.10
million®. The MDRI debt relief from the Bank Group will yield an average annual debt service
savimI:]Os of US$ 1.6 million over the next 5 years, and US$ 3.9 million over the following 39
years .

VI. DEBT SUSTAINABILITY AFTER HIPC AND MDRI ASSISTANCE

6.1  Asshown in Table 2, Gambia’s nominal stock of external debt reached US$ 677 million
at end-2006 compared with US$ 453 million at end-1999. Debt owed to multilateral creditors
accounted for 84 percent of the total debt while that owed to bilateral creditors accounted for 16
percent. The IDA and the ADB Group are The Gambia’s largest creditors accounting for 39 and
26 percent of the outstanding total nominal debt respectively. After full delivery of HIPC
assistance, the NPV of external debt at end-2006 is estimated at US$ 333.9 million. On January
24, 2008, the Paris Club agreed to cancel US$ 11.64 million of its debt owed by the Gambia
under the enhanced HIPC Initiative framework. The bilateral creditors will not be able to provide
additional debt relief beyond the HIPC relief.

Table2.  Gambia: Nominal and Net Present Value of External Debt at Completion Point
as at end 2006 (In millions of US dollars)

Legal Situation NPV of Debt
After Enhanced After Additional
Creditor Nominal Debt Percent NPV of Debt HIPC Bilateral
Distribution (%) Assistance

Multilateral 566.2 83.7 3334 286.7 286.7

IBRD/IDA 263.6 38.9 145.2 125.1 125.1

IMF 17.8 2.6 15.8 13.3 13.3

African Development Bank Group 1773 26.2 99.2 86.2 86.2

Other Multilaterals 1075 16.0 732 62.1 62.1
Bilateral 110.6 16.3 93.7 472 472

Paris Club Bilateral 15.6 2.3 13.1 1.1 11

Non-Paris Club Bilateral 95.0 14.0 80.6 46.1 46.1
TOTAL 676.8 100 427.1 333.9 333.9

Source: IDA/IMF: Republic of The Gambia — Enhanced Heavily Indebted Poor Countries Initiative: Completion Point Document and
Multilateral Debt Relief Initiative, November 28, 2007. .

® The exchange rates used in the conversion: US$ 1.0 = UA 0.6328; US$ 1.0 = €0.677458.
10 The MDRI debt relief provided by IDA and ADF are netted out from their performance based allocations. See MDRI Implementation
Modalities. ref.: ADF/BD/WP/2006/31, dated 5 April 2006.



6.2  Gambia’s stock of debt in NPV terms as at end-2007 is estimated at US$ 439.4 million.
After full delivery of the HIPC debt relief, the NPV of debt would be reduced to US$ 347.4
million, equivalent to 236.4 percent of exports of goods and services. The NPV of debt would be
further reduced to US$ 165.3 million, equivalent to 112.5 percent of the exports of goods and
services after MDRI. Gambia’s stock of external debt will remain relatively large after
completion point primarily due to outstanding debt owed to multilateral creditors that do not
participate in the MDRI (e.g. BADEA, IFAD, IsDB, OFID), and debt owed to non-Paris Club
bilateral creditors (e.g. India, Kuwait Fund, Saudi Fund, Taiwan). The government indicated
during the Roundtable Conference in London on 5-6 February 2008, that it has initiated contacts
with some bilateral creditors and asked for debt relief on terms comparable to the Paris club
creditors. The government reported positive response from Kuwait and negative responses from
Taiwan and India. It was recommended that the World Bank and the ADB Group support the
government in its contacts with the non-MDRI multilateral creditors.

6.3  After HIPC debt relief alone, the NPV of debt-to-exports ratio for Gambia is projected to
remain above the 150 percent threshold throughout the projection period from 2007-202026
averaging at 238.6 percent from 2007-2016, and 161.0 percent from 2017 to 2026.. However,
after HIPC and MDRI debt relief, Gambia’s NPV of debt-to-exports ratio would average about
143.3 percent from 2007-2016, and 123.9 percent from 2017 to 2026. Furthermore, NPV of
debt-to-GDP would average about 27.8 percent from 2007-2016, and 24.7 percent from 2017-
2026; while the debt service-to-exports ratio would average about 9 percent from 2007-2016 and
7.5 percent from 2017-2026, well below the Debt Sustainability Analysis (DSA) threshold of 15
percent for a weak performing country. This indicates that its debt service is sustainable after
enhanced HIPC and MDRI debt relief. It should be noted, however, that even after HIPC and
MDRI debt relief, Gambia would still be considered a country with a high risk of debt distress
over the projection period since the NPV of debt-to-exports ratio would be higher than Debt
Sustainability Analysis (DSA) threshold of 100 percent for a weak-performing country.**

VII.  SENSITIVITY ANALYSIS AND LONG-TERM DEBT SUSTAINABILITY

7.1  The sensitivity of Gambia’s debt sustainability is analyzed under two scenarios: (i) Lower
export growth; and (ii) Less concessionality in external financing. The results show that
Gambia’s debt sustainability hinges on sustained growth in the export sector and prudent debt
management. In the event of large shocks in exports and shortfall in grant financing, the debt
burden indicators would exceed the HIPC thresholds through most of the projection period. The
sensitivity analysis thus underscores the importance of pursuing export diversification and
prudent borrowing policies, including borrowing on highly concessional terms, to ensure that the
authorities achieve their poverty reduction goals without returning to a state of debt distress.

VIll. BANK GROUP’S CONTRIBUTION TO GAMBIA’S POVERTY REDUCTION
STRATEGY

8.1  The Bank Group started lending operations in The Gambia in 1974. Since 1974, 54
operations have been approved with commitments amounting to UA 205.8 million. The Bank
Group’s selective assistance to Gambia under ADF-X in the CSP is aligned with the country’s

1 The CPIA for Gambia was 3.22 in 2006.



strategy for poverty reduction contained in the second Poverty Reduction Strategy Paper (PRSP
I1) (2007 — 2011) which is a continuation of the PRSP I, Strategy for Poverty Alleviation (SPA
I). The poverty reduction strategy is based on five pillars: (i) improving the enabling policy
environment to promote economic growth and poverty reduction; (ii) enhancing the capacity and
output of productive sectors: agriculture, fisheries, industry, trade and tourism, with emphasis on
productive capacity of the poor and the vulnerable; (iii) improving the coverage of basic social
services needed by the poor and the vulnerable; (iv) building capacity for local people centered
development through decentralization; and (v) mainstreaming poverty-related cross-cutting
issues into the PRSP process. Currently there are 14 on-going operations in Gambia totaling UA
58.33 million. Fifty-three (53) percent of the commitments is in the social sectors, 38.2 percent
in agriculture, 6.4 percent in public utilities, and 2.4 percent in the multi-sector.

8.2  The Bank Group is currently preparing a Joint Assistance Strategy with the World bank
to guide the bank’s engagement in the country over 2008-2011. The strategy envisages ADB-
World bank coordinated contribution to budget support, complementary investments in growth
and competitiveness, and joint analytical work in areas of public finance, civil service reform and
governance.

IX. DEBT RELIEF DELIVERY MODALITY

9.1 In reaching its completion point, it is proposed that the Bank Group makes a commitment
to provide The Gambia with an irrevocable debt relief of approximately US$ 15.82 million in
end-1999 NPV terms, or US$ 22.77 million in nominal terms, with effect from January 2001, as
per the debt relief schedule given in Annexes 2, 3, and 4.%% The structure of the relief in terms of
currency is presented in Annex 6.

9.2  The debt relief assistance would relieve Gambia of about 71 percent of its debt-service
obligation to the Bank Group each year from 2001 to 2003 and up to 80 percent of its debt-
service to the Bank Group each year from 2008 to July 2013, when the total debt relief would
have been delivered.”> Gambia's debt service profile with the Bank Group before and after the
HIPC assistance is provided in Annex 7. The impact of the debt relief on The Gambia’s debt
service profile is illustrated in Chart 1 below. The provision of debt relief, as described, is
consistent with the rules and regulations of the African Development Bank, the African
Development Fund and the Nigeria Trust Fund.

Legal Aspects of Debt Relief Operations

9.3 Under the enhanced HIPC framework, debt relief for The Gambia is to be provided in
accordance with the terms described in paragraphs 9.1 and 9.2. These terms will be implemented
by:
Q) A Revised Debt Relief Agreement between the Bank Group and the Government of
Gambia;

(i) A Contribution Agreement between the Bank Group and IDA; and

2 The exchange rates used in the conversion: US$ 1.0 = UA 0.73; US$ 1.0 =€ 1.00.
%3 Debt relief was suspended during 2003 - 2007 when the interim assistance reached the 40 percent ceiling of total Bank Group HIPC debt relief.

10



@iii) A HIPC Trust Fund Grant Agreement between the Bank Group and the
International Development Association (IDA) as administrator of the HIPC Trust
Fund,

Chart 1. Impact of Debt Relief on Gambia's Bank Group Debt Service Profile

NN .

Debt service profile (US$ millions)

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Calendar Year

—a— Before HIPC Assistance —e— After HIPC Assistance

X. INDICATIVE FINANCING ARRANGEMENTS

10.1 The total debt relief of US$ 15.82 million in end-1999 NPV terms is committed by the
Bank Group. The financing arrangements are as shown in Table 4 below. The European
Commission and the HIPC Trust Fund will each provide US$ 6.328 million in NPV terms, and
the ADB Group will provide US$ 3.164 million from its internal resources.

Table 3. Indicative Financing Arrangements
(US$ million, in NPV terms)

Sources of Financing Total Contribution Percent of the Total
(%)

Internal Resources (1) 3.16 20

European Commission Pledge 6.33 40

HIPC Trust Fund (2) 6.33 40

TOTAL 15.82 100

Notes : (1) Bank Group HIPC account constituted by ADF loan cancellations and reflows, and ADB and NTF net income allocations.
(2) Multi-donor HIPC Trust Fund managed by IDA.
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XI. RECOMMENDATIONS
11.1 The Boards of Directors are invited to:

(1) Take note of the justification for Gambia’s qualification for HIPC assistance at its
completion point under the enhanced HIPC Initiative;

(i)  Approve the completion point debt relief for The Gambia of US$ 15.82 million in
end-1999 NPV terms or US$ 22.77 million in nominal terms, according to the
financing arrangements presented in section X;

(iii)  Approve Gambia’s qualification for MDRI support as outlined in section V.

12



Annex 1

Gambia: Nominal and Net Present Value of External Debt Outstanding as at end-December 1999

(In millions of US dollars)

Nominal Debt Stock before NPV of Debt after Rescheduling
Rescheduling
Creditor At Decision Revised at At Decision Revised at
Point Completion Point Point Completion
Point
Multilateral 356.2 355.6 180.8 180.3
World Bank/IDA 172.7 172.7 81.9 81.9
IMF 11.3 11.3 8.3 8.3
African Development Bank Group 122.7 122.0 58.2 57.4
Other Multilaterals 49.5 49.6 32.4 32.7
Paris Club Bilateral 275 29.8 17.6 195
Non-Paris Club Bilateral 68.9 58.3 46.4 40.9
TOTAL 452.6 444.7 244.9 240.7
TOTAL HIPC DEBT RELIEF 66.6 66.6

Source:

IDA/IMF: Republic of The Gambia — Enhanced Heavily Indebted Poor Countries Initiative: Completion Point Document and
Multilateral Debt Relief Initiative, November 28, 2007.
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Annex 2
AFRICAN DEVELOPMENT BANK

HIPC Debt Relief Schedule
(in US$ millions)

GAMBIA
Completion Point Date : CALENDAR TOTAL ADB PERCENT TOTAL
December 2007 YEAR ADB IN THE TOTAL (%) BANK GROUP
2001 0.577147 23.6 2.447795
2002 0.538024 22.8 2.362741
2003 - 1.967339
2004 - -
2005 - -
2006 - -
2007 - -
2008 - 2.511758
2009 - 2.621473
2010 - 2.998096
2011 - 3.043202
2012 - 3.068965
2013 - 1.752857
1.115170 4.9 22.774225
Summary
Total Nominal Relief US$ 22.774225 mn
of which
ADB US$ 1.115170 mn
ADF US$ 20.685228 mn
NTF US$ 0.973826 mn
Total NPV Relief US$ 15.819205 mn
Duration 13 years
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GAMBIA

Completion Point Date :
December 2007

Summary

AFRICAN DEVELOPMENT FUND

HIPC Debt Relief Schedule
(in US$ millions)

Annex 3

CALENDAR TOTAL ADF PERCENT TOTAL

YEAR ADF IN THE TOTAL (%) BANK GROUP

2001 1.488669 60.8 2.447795

2002 1500997 63.5 2.362741

2003 1.699212 86.4 1.967339

2004

2005

2006

2007

2008 2511758 100 2.511758

2009 2.621473 100 2.621473

2010 2.998096 100 2.998096

2011 3.043202 100 3.043202

2012 3.068965 100 3.068965

2013 1.752857 100 1.752857
20.685228 90.8 22.774225

Total Nominal Relief US$ 22.774225 mn

of which

ADB US$ 1.115170 mn

ADF US$ 20.685228 mn

NTF US$ 0.973826 mn

Total NPV Relief US$ 15.819205 mn

Duration 13 years
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Annex 4

NIGERIA TRUST FUND

HIPC Debt Relief Schedule
(in US$ millions)

GAMBIA
Completion Point Date : CALENDAR TOTAL NTF PERCENT TOTAL
December 2007 YEAR NTF IN THE TOTAL (%) BANK GROUP
2001 0.381979 15.6 2.447795
2002 0.323721 13.7 2.362741
2003 0.268127 13.6 1.967339
2004 - -
2005 - -
2006 - -
2007 - -
2008 - 2.511758
2009 - 2.621473
2010 - 2.998096
2011 - 3.043202
2012 - 3.068965
2013 - 1.752857
0.973826 4.3 22.774225
Summary
Total Nominal Relief US$ 22.774225 mn
of which
ADB US$ 1.115170 mn
ADF US$ 20.685228 mn
NTF US$ 0.973826 mn
Total NPV Relief US$ 15.819205 mn
Duration 13 years
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GAMBIA

AFRICAN DEVELOPMENT BANK GROUP
HIPC Debt Relief Schedule

Calendar Year Debt Relief Debt Relief
at Decision point at Completion Point*
2001 2.447795 2447795
2002 2.362741 2.362741
2003 1.967339 1.967339
2004 2373711
2005 2.423663
2006 2.402366
2007 2.541030 -
2008 2.511758 2511758
2009 0.534647 2.621473
2010 2.998096
2011 3.043202
2012 3.068965
Jan. - July 2013 1.752857
TOTAL 19.565049 22.774225

17
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Annex 6

AFRICAN DEVELOPMENT BANK GROUP
Structure of Debt Relief in Terms of Currency

Currency Amount Percentin
(US$ million) the total (%)
CAD 0.003301 0.0
CHF 1.239405 5.4
DKK 0.192245 0.8
EUR 4.282916 18.8
GBP 1.249627 55
JPY 3.225640 142
NOK 1.145246 5.0
SEK 0.502028 22
usD 10.933815 48.0

TOTAL 22.774225 100.0




AFRICAN DEVELOPMENT BANK GROUP
Gambia’s Debt Service Profile

(In US$ million)

Year Before HIPC Debt Relief After HIPC

Assistance Assistance
2001 3.4644 2.4478 1.0167
2002 3.3441 2.3627 0.9813
2003 2.7844 1.9673 0.8171
2004 2.9671 2.9671
2005 3.0296 3.0296
2006 3.0030 3.0030
2007 3.1763 - 3.1763
2008 3.1397 25118 0.6279
2009 3.2768 2.6215 0.6554
2010 3.7476 2.9981 0.7495
2011 3.8040 3.0432 0.7608
2012 3.8362 3.0690 0.7672
2013 3.9597 1.7529 2.2069
Total 43.533 22.774 20.759

Annex 7



Annex 8

IMF/ World Bank HIPC Completion Point Document for

THE REPUBLIC OF THE GAMBIA



Table 18. The Gambia : Delivery of IMF Assistanceler the HIPC Initiative and the MDRI, 2000-2009 1
(Millions of SDRs, unless otherwise indicated)

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Jan-Nov Dec

I. Pre-MDRI Debt relief (under the HIPC Initiative only) 2/

HIPC-eligible Debt Service due on IMF obligatioris 3 0.4 0.5 0.3 0.3 1.0 1.7 23 1.9 0.4 23 1.6
Principal 0.3 0.2 - - 0.7 1.4 21 1.7 0.3 21 1.4
Interest 0.1 0.3 0.3 0.3 0.3 0.3 0.3 0.2 0.1 0.3 0.2

HIPC assistance--deposits into the HIPC Umbrellactot
Interim assistance 0.1 0.4
Completion point disbursement 1.8

Completion point assistance 4/ 1.4
Completion point interest 0.5

HIPC assistance--drawdown from the HIPC UmbrellacAmt - 0.0 0.0 0.0 0.0 0.0 0.0 0.2 - 0.9 0.7
IMF assistance without interest - 0.0 0.0 0.0 - - - 0.2 - 0.9 0.6
Estimated interest earnings 5/ - 0.0 - 0.0 0.0 0.0 0.0 0.0 - 0.0 0.1

Debt service due on IMF obligations after HIPC stesice 0.4 0.5 0.3 0.3 1.0 1.7 23 1.7 0.4 1.4 1.0

Delivery schedule of IMF assistance (in percertbtd| assistance; on a flow basis) - 1.0 1.4 2.0 - - - 134 - 49.3 329

Share of debt service due on IMF obligations cayéneHIPC assistance (in percent) - 3.7 9.0 135 0.0 0.0 0.0 12.6 - 39.0 40.9

Proportion (in percent) of each principal repaymehiigation falling due during the - 9.6 - - - 14.0 - 43.1 43.1

period to be paid by HIPC assistance from the jpaideposited in Umbrella Account

1. Post-MDRI Debt relief (under both MDRI and HIPC Initiatives)

Projected pre-cutoff date debt at completion p6int 9.4
Delivery of debt relief (on stock basis): 9.4 N
from the MDRI-I Trust 7/ 7.4 D
from the HIPC Umbrella Account 2.0
of which: unused interim HIPC assistance 0.1
completion point disbursement 1.8
I1l. Debt service due to the IMF after HIPC and MDRI debit relief 8/ 0.0 0.2 0.2

Memorandum items:

(Based on debt service data and exchange rates d®nd-2006)

Debt service due on IMF obligations after HIPC MidRI debt relief (millions of U.S. dollars) 0.6 0.7 Q. 0.4 15 25 35 25 0.0 0.0
Debt service due on IMF obligations after HIPC MidRI debt relief (percent of exports) 0.6 0.6 0.4 0.3 21 1.9 2.3 1.6 0.0 0.0

Source: Fund staff estimates.

1/ Total IMF assistance under the HIPC Initiatise<SDR 1.8 million calculated on the basis of datilable at the decision point, excluding interstned on the Gambia's account and on committedriulisbursed
amounts, as described in footnote 5.

2/ Reflects the projected delivery of HIPC assistaim the absence of MDRI decision.

3/ Data prior to completion point are as of endeDet 2000. Data for 2000 cover only the month ofddeber. Interest obligations include net SDR chaegel assessments which are not eligible for HE¥&&nce.
4/ A final disbursement of SDR 1.4 million assunede deposited into the Gambia's Umbrella Accamriie completion point in November 2C

5/ Includes estimated interest earnings on: (1)wartwoheld in the Gambia's account; and (2) upeatmpletion point, amounts committed but not yeltarsed. The projected interest earnings armagd based on
assumed interest rates which are gradually inargasi4.52 percent in 2009; actual interest eamingy be higher or lower.

6/ Associated with disbursements made prior to Bibee 31, 2004.

7/ Credit outstanding at end-2004 that has not beieaid by the member or with HIPC assistanceattmpletion point and is not scheduled to be tepgiHIPC assistance, as defined in the MDRI-I Thastrument.

8/ As of end-June 2007; reflecting obligations a&sted with disbursements made after end-Decenfi@t. Figure for 2007 covers only the month of Delsem
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Table 19. The Gambia: Status of Creditor PartiéggpatUnder Enhanced HIPC Initiative

HIPC assistance as at the Decision Point Document

Debt relief Percentage of Satisfactory Modalities to
in NPV terms total assistance reply deliver debt relief
(US$ millions)

African Development Bank Group 15.8 237 Yes Interirsistance amounting to US$6.3 million in NPV termeswprovided through the
reduction of the debt service payments to the AfBBup over the period 2001 to 2003. At
completion point, the outstanding amount of toettdrelief for the AfDB Group (US$9.5
Million in NPV terms) will be provided through afd® reduction of the debt service
payments to the African Development Fund from Jan@808 through 2013.

BADEA 0.8 1.2 Yes BADEA intends to deliver its share ofefthrough concenssional rescheduling of
outstanding debt at completion point.

Economic Community of West African 0.2 0.3 No Not currently participating in debt reliefThe Gambia.

States

European Union/Commision 1.8 2.7 Yes The EC providdat-dervice relief on identified EC loans during therim period. Total
interim assistance amounts to US$2.5 million in maiterms (US$1.9 million in NPV
terms).

International Development Association 223 334 Yes Interim assistance was provided equivatea 50 percent reduction on The Gambia's debt

(IDA) service to IDA, amounting to a total of US$8.0 il in NPV terms. After completion point,
the remaining assistance of US$14.3 million in NBkns will be provided through debt
service reduction of 50 percent on IDA loans asraf-2000.

IMF 2.3 3.4 Yes Assistance is being delivered from the PRIB>C Trust to cover a portion of debt service
falling due to the IMF. Interim assistance staite@001 but was suspended in 2002 when
the original PRGF arrangement went off-track. suraed in 2007 with the approval of a new
three-year PRGF program. IMF assistance represeraserage annual reduction of 13
percent in debt service over 2001-09.

International Fund for Agricultural 25 3.8 Yes Assistance will be delivered at complefiomt through reduction of debt service payments

Development on eligible debt by up to 100% until the targeteiached. Preliminary estimates show that
IFAD's relief could be delivered over 5 years.

Islamic Development Bank 2.7 4.1 Yes Assistance wiltlbvered at completion point through reschedubhdebt over 25 years.

OPEC Fund for International Development 0.8 1.2 Yes isA@Bce is expected to be provided through a coatioim of debt rescheduling and interest
rate reduction until the rarget in NPV terms isctesd.

Total multilateral 49.2 738

Paris Club Creditors 4.8 7.2 Yes Interim assistanpeasided through Cologne terms flow relief andesav of the creditors
have cancelled 100 percent of flow during the imgeriod. The Paris Club creditors will
deliver the rest of the relief at the completiorinpo

Non-Paris Club Creditors 126 19.0

Saudi Fund for Development 0.6 1.0 No
Kuwait Fund for Economic Development 1.2 1.7 No
Taiwan Export Import Bank 7.7 11.6 No
Libya 0.9 13 No
China 23 3.4 No
17.4 26.2
Total bilateral and commercial
66.6 100.0

TOTAL

Sources: The Gambian authorities; and Bank-Furftiegtimates.
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Table 20: Paris Club Creditors' Delivery of Debt Relief Under Bilateral Initiatives
Beyond the HIPC Initiative 1/

Countries covered ODA (in percent) Non-ODA (in percet) Provision of relief
Pre-cutoff date debt Post-cutoff date debt Pre-cutoftlate debt Post-cutoff date debt Decision point Compli®n
(In percent) point
1) (2) (3) @) ©) (6) @)
Australia HIPCs 100 100 100 100 2/ 2/
Austria HIPCs 100 - 100 - Case-by-case, flow Stock
Belgium HIPCs 100 100 100 - 100 flow Stock
Canada HIPCs3/ -4 -4 100 100 100 flow Stock
Denmark HIPCs 100 108 100 1005/ 100 flow Stock
France HIPCs 100 100 100 - 100 flow Stock
Finland HIPCs 100 7l 100 -7 - -
Germany HIPCs 100 100 100 100 100 flow Stock
Ireland - - - - - - -
Italy HIPCs 100 1008/ 100 1008/ 100 flow Stock
Japan HIPCs 100 100 100 - - Stock
Netherlands, the  HIPCs 160 100 100 - 90-100 flove/ Stock 9/
Norway HIPCs 10/ 10/ 11/ 11/ - -
Russia HIPCS -12/ - 12/ 100 100 - Stock
Spain HIPCs 100 Case-by-case 100 Case-bhy-case - Stock
Sweden HIPCs - - 13/ 100 - - Stock
Switzerland HIPCs - 14/ - 14/ 90-10015/ - 90-100 flow Stock
United Kingdom  HIPCs 100 100 100 106/ 100 flow 16/ Stock
United States HIPCs 100 100 100 100 100 flow Stock

Source: Paris Club Secretariat.

1/ Columns (1) to (7) describe the additionditdelief provided following a specific methodologgder bilateral initiatives and need to be read @ole for each creditor.
In column (1), "HIPCs" stands for eligible countrieffectively qualifying for the HIPC process. 200 percent" mention in the table indicates thatdébt relief provided
under the enhanced HIPC Initiative framework wéltbopped up to 100 percent through a bilaterahiiie.

2/ Australia: post-cutoff date non-ODA reliefapply to debts incurred before a date to be fieali timing details for both flow and stock relé® to be finalized.

3/ Canada: including Bangladesh. Canada hasegt@a moratorium of debt service as of Januaryt 200all debt disbursed before end-March 1999 ®odt of 17 HIPCs
with debt service due to Canada. Eligible coustegee Benin, Bolivia, Cameroon, Dem. Rep. Of Corigghiopia, Ghana, Guyana, Honduras, Madagascaméav&enegal,
Tanzania, and Zambia. 100% cancellation will bengd at completion point. As of July 2004, Canaas frovided completion point stock of debt cantelefor Benin,
Bolivia, Guyana, Senegal and Tanzania.

4/ 100 percent of ODA claims have already bestelled on HIPCs, with the exception of Myanmaebt to Canada.

5/ Denmark provides 100 percent cancellatio®DA loans and non-ODA credits contracted and disédibefore September 27, 1999.

6/ France: cancellation of 100 percent of debtise on pre-cutoff date commercial claims ongbeernment as they fall due starting at the decipmint. Once

countries have reached their completion point, deli#gf on ODA claims on the government will goa@pecial account and will be used for specificettgyment projects.

7/ Finland: no post-COD clait

8/ lItaly: cancellation of 100 percent of all tefpre- and post-cutoff date, ODA and non-ODA)imed before June 20, 1999 (the Cologne Summitjie&ision point,
cancellation of the related amounts falling duéhiminterim period. At completion point, canceltatiof the stock of remaining debt.

9/ The Netherlands: 100 percent ODA (pre- amstgutoff date debt will be cancelled at decigioimt); for non-ODA: in some particular cases (BeBolivia,

Burkina Faso, Ethiopia, Ghana, Mali, Mozambiquesadkgua, Rwanda, Tanzania, Uganda and Zambia)etrerlands will write off 100 percent of the colidated amounts
on the flow at decision point; all other HIPCs wikeive interim relief up to 90 percent reductidithe consolidated amounts. At completion pafitHIPCs will receive
100 per cent cancellation of the remaining stocthefpre-cutoff date debt.

10/ Norway has cancelled all ODA claims.

11/ Due to the current World Bank/IMF methodoldgyrecalculating debt reduction needs at HIPC detigm point, Norway has postponed the decisionw/loether or

not to grant 100% debt reduction until after thenptetion point.

12/ Russia has no ODA claims

13/ Sweden has no ODA claims.

14/ Switzerland has cancelled all ODA claims.

15/ In some particular cases (Central African RdipuLiberia, Republic of Congo, Sierra Leone, dpgSwitzerland will write off 100 percent of themaining debt stock at
completion point; all other HIPCs will receive debtief according to Paris Club terms.

16/ United Kingdom: "beyond 100 percent” full verioff of all debts of HIPCs as of their decisiorints, and reimbursement at the decision point gfdebt service

paid before the decision point.

17/ United States: 100 percent post-cutoff date@®A treated on debt assumed prior to June 209 {®@ Cologne Summit).
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Table 21. HIPC Initiative: Status of Country CaSemsidered Under the Initiative, October 4, 2007

Target Estimated Total
NPV of Debt-to- Assistance Levels 1/ Percentage  Nohbedt
Decision Completion Gov. (In millions of U.S. doll. 1t value) Reduction  Service Relief

Country Point Point_Exports__revenue Bilateral and Mutiital in NPV of  (In millions of
(in percent) Total commercial Total IMF World Bank Delpt 2 U.S. dollars)

Completion point reached under enhanced framework22)
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
Cameroon Oct. 00 Apr.06 150 1,267 879 322 37 176 27 4,917
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
Honduras Jul. 00 Mar-05 110 250 556 215 340 30 98 18 1,000
Madagascar Dec. 00 Oct-04 150 836 474 362 19 252 40 1,900
Malawi 1,057 171 886 45 622 1,628
enhanced framework Dec. 00 Aug-06 150 646 164 482 30 333 44 1,025
topping-up Aug-06 150 411 7 404 15 289 35 603
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
Rwanda 696 65 631 63 383 1,316
enhanced framework Dec. 00 Apr-05 150 452 56 397 44 228 71 839
topping-up Apr-05 150 243 9 235 20 154 53 477
S&o Tomé and Principe 124 31 93 - 47 128 263
enhanced framework Dec. 00 Mar-07 150 99 29 70 - 24 83 215
topping-up Mar-07 150 25 2 23 - 23 45 49
Senegal Jun. 00 Apr. 04 133 250 488 212 276 45 124 19 850
Sierra Leone Mar. 02 Dec. 06 150 675 335 340 125 123 81 994
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
Zambia Dec. 00 Apr-05 150 2,499 1,168 1,331 602 493 63 3,900

Decision point reached under enhanced framework (30

Afghanistan Jul. 07 Floating 150 571 436 135 - 75 51 1,272
Burundi Aug. 05 Floating 150 826 124 701 28 425 92 1,465
Central African Rep. Sept. 07 Floating 150 583 217 365 27 209 68 782
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
Congo Rep. of Mar. 06 Floating 250 1,679 1,561 118 8 49 32 2,881
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
Haiti Nov. 06 Floating 150 140 20 120 3 53 15 213
Total assistance provided/committed 35,996 17,618 18,279 2,6353/ 8,780 62,951

Sources: IMF and World Bank Board decisions, cotippiepoint documents, decision point documentsljmpieary HIPC documents, and staff calculations.
1/ Assistance levels are at countries' respedsion or completion points, as applicable.

2/ In percent of the net present value of dethetecision or completion point (as applicablégrahe full use of traditional debt-relief mecigms

3/ Equivalent to SDR 1,698 million at an SDR/USizteange rate of 0.644524 , as of October 4, ¢
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Figure 3. The Gambia: External Debt for Medium- &ndg-Term Public Sector Debt, 2007-26
(In percent)

600 600
External Stock of Debt in Net Present Value Termp(its
500 | —il— After traditional debt relief mechanisms 4 500
—&— After Enhanced HIPC assistance
—— After MDRI and bilateral debt relief beyond HIPC
400 4 400
300 | 4 300
200 | 4 200
100 | _ i 100
O 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 O

2007 2009 2011 2013 2015 2017 2019 2021 2023 2025

600 600
External Stock of Debt in Net Present Value Terragdtue

—&— After traditional debt relief mechanisms
500 | 4 500

—&— After Enhanced HIPC assistance

—X¥— After MDRI and bilateral debt relief beyond HIPC

400 4 400
300 | 4 300
200 | 4 200

. -M_ 100

2007 2009 2011 2013 2015 2017 2019 2021 2023 2025

Sources: The Gambian authorities; and Bank-Furftletdmates and projections.
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Figure 4. The Gambia: Sensitivity Analysis, 200&20
(In percent)
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Figure 5. The Gambia: Sensitivity Analysis, 200220

(In percent)
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Figure 6. The Gambia: External Debt Structure
(In percent)

End-Dec 1999 End-Dec 2006

Other Bilateral

15% Other Bilateral
14%

Paris Club
6%

Paris Club IDA

39%
IDA
38%

AfDB Group
27%

AfDB Group
26%

Sources: The Gambian authorities; and IDA and B#f estimates and projections.
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APPENDIX |

THE GAMBIA — DEBT SUSTAINABILITY ANALYSIS UNDER THE DEBT SUSTAINABILITY
FRAMEWORK FOR LOwW INCOME COUNTRIES — AN UPDATE®*®

1. This debt sustainability analysis (DSA) updates th&ast DSA presented to the
Fund Board in October 2006%' The DSA is consistent with the HIPC completionrpoi
DSA,; both DSAs were prepared jointly by staffs lué Fund and the World Bank, and are
based on reconciled external debt and debt sedatze The full effect of MDRI relief,
which was shown as a separate scenario in EBS®6K Aow included in the baseline
scenario, as are new borrowing limits under the PR@ported program.

2. The update suggests that The Gambia is at high riséf remaining in debt

distress even after receiving HIPC and MDRI relief. With the full delivery of HIPC and
MDRI assistance, the NPV of external debt-to-expatib declines significantly but remains
above the policy-dependent external debt-burdesstimid. By contrast, the NPV of debt-to-
GDP ratio as well as all the debt service indicatall below their respective thresholds.
Standard stress tests show that The Gambia wikirerulnerable to adverse developments.
In particular, the debt stock indicators deteriersignificantly and exceed their respective
thresholds when subject to negative shocks. Ataprately 30 percent of GDP, the large
domestic debt stock further supports the assessimarie risk of debt distress remains
high.

I. EvoLUTION OF PuBLIC DEBT SINCE HIPC DECISION POINT

3. The Gambia reached the Decision Point under the Er@mced HIPC Initiative in
December 2000Based on external debt data at the end of 199%Bdheds of the
International Development Association (IDA) and thH= approved debt relief worth
US$66.6 million in NPV term¥&.Interim relief in the form of debt service redacts was
provided by IDA, the IMF, the African Developmenaiik (AfDB) and the EU. Reaching the
HIPC completion point, originally expected arouhd £nd of 2002, was delayed by serious
policy slippages which derailed the program sumablty the IMF’s Poverty Reduction and
Growth Facility (PRGF).

30 The DSA has been produced jointly by Bank and Fatatfs. The last DSA was presented to the Fund Bwa®©ctober
2006 (EBS/06/128, Appendix I)

31 Appendix | in EBS/06/128.

32 Assuming the participation of all creditors antl flelivery of traditional debt relief.



55

4, At the end of 2006, the latest date for which comghensive data are available,

the stock of external public debt was US$676.7 miitin (133.5 percent of GDP)Text

table 1) Multilateral creditors accounted for 84 percentto$ debt, with IDA as the largest
creditor (39 percent of total outstanding debt)e fleminal debt has grown by US$232
million, or approximately 50 percent (or 30 pereay# points of GDP) since end-1999 (point
of reference for HIPC decision point in 2000). Motthis increase can be attributed to new
disbursements from IDA, the AfDB, other multilatecaeditors and non-Paris Club creditors.
Since end-2005 (presented in the 2006 DSA), nondielt has increased by US$49 million,
or about 8 percent; most of this increase is tealt®f new borrowing in 2006, with the
remainder due to previously unrecorded debt reddayethe data reconciliation exercise
carried out for this DSA.

5. The stock of gross domestic debt stood at 32.2 pert of GDP at end-2006, up

8 percentage points from its level at decision poinThe increase reflected large extra-
budgetary spending in 2001, and the central basdds of government debt between 2003
and 2005 to sterilize the impact of rebuilding megional reserves.

Text table 1: Esolution of Public External Debt since Decision Poant 1.

1599 2005 2006
USE million:  percent 3% millions  percent U35 millions  percent
Total 444.7 100 6282 100 676.7 100
Multilateral 3556 80 5252 84 5662 84
of wiich:
DA 1727 39 2549 41 263 6 39
AfDE 118.3 27 168 .4 27 1745 26
I&IF 113 3 144 2 172 3
Crther 343 12 ar.3 14 1103 la
Eilateral 892 20 102.1 16 110.6 16
of whickh:
FatisClub 298 T 16.0 3 1564 2
W on Fariz Club 393 13 &1l 14 850 14
Commercial 0.0 0 0.0 0 0.0 1]
Memorandum ite ms:
GDP (millions T3 doll: 4319 461 3 506.7
HNomina debt-to-GDP 103.0 . 1362 1335

Source 3taff estimates and authorities.
1/ Figure s for 1999 are based on reconciled completion poird data, 2005 data from EBE06,1 28,

[I. KEY ASSUMPTIONS

6. The baseline scenario, consistent with the HIPC captetion point DSA, assumes
a continuation of recent prudent macroeconomic mangement, and the country
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reaching the HIPC-completion point at end-2007The key macroeconomic assumptions

are presented in Text table 2. These differ onlygmally from those assumptions

underlying the last DSA. Notably, real growth hagib revised up through 2012, inflation is
also projected to be somewhat higher, while exganivth over the medium term is more

conservative. The revised assumptions reflect:

Robust output growth over the near-term, in linthwecent experience, due to on-
going large foreign direct investment and donorasgoed projects. Growth is
sustained in the medium-term by continued expansidme tourism and
telecommunications sectors, as well as by growtgnnculture.

Increased exports of goods and services from growdie tourist sector, as well as
groundnuts and other agricultural exports.

Further growth in imports through 2012, though lotiean recent experience. The
associated current account deficits due to largereally-financed investment
projects decline over the medium term.

Improved fiscal balance in the medium term, reftegsustained strong revenue
performance, fiscal discipline and lower debt savi

Increased external donor assistance (both conceddaans and grants) over the
period 2007-2012, declining as a share of GDP theemedium term.

» In line with the authorities’ PRSP aspirationseertl borrowing is expected to
average 5.8 percent of GDP between 2007 and 2Gdgelgeclining to 2 percent
by 2026. New borrowing is expected to be evenlyddis between multilateral
and bilateral creditors, with an average grant elenof 45 percent.

» External grants increased in 2007 and are expé¢ctaderage about 4 percent of
GDP through 2012 before declining to about 1 perbgr2027.

Text table 2: Key macroeconomic assumptions
(Period averages: in percent, unless otherwiseaietil)

1998-2001  2001-0: 2004-0¢ 1998-0¢ 2007-1: 2013-2°
Real GDP growth 6.1 3.1 6.2 5.2 6.2 5.0
Inflation 4.75 4.0
Growth exports of goods and services 1.1 -0.1 11.6 4.2 6 5 7.7
Non-interest current account (percent of GDP) 1/ 5-1. -2.1 -9.0 -4.2 -10.1 -6.8
Overall fiscal balance (percent of GDP) 1/ -2 -1.7

1/ Including official transfers and grants.
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[Il. E XTERNAL DEBT SUSTAINABILITY
A. BASELINE

7. Under the staff baseline scenario, all but one ohe NPV of debt indicators will
remain below their corresponding thresholds once caopletion point is reached and the
HIPC/MDRI relief is delivered (Table 1 and Figure 1).** The NPV of debt-to-GDP ratio
falls to 26 percent at the beginning of the pragatperiod. New borrowing associated with
increased investment pushes the NPV of debt-to-@wRards the threshold through 2012
before it declines as investment levels off andwginas sustained. The NPV of debt-to-
revenue and the debt service ratios fall considgtameath their respective thresholds.
While they too increase through 2012, they remaoenfortable levels throughout the
projection period.

Box Al: Policy Dependent Debt-Burden Thresholds foirhe Gambia

The latest World Bank Country Policy and Institndd Assessment (CPIA) rates The Gambia a
“poor performer.” The relevant indicative thresklir countries assessed in this category are 30
percent for the NPV of debt-to-GDP, 100 percentNBW of debt-to-exports, 200 percent for NPV/|of

debt-to-revenues, 15 percent for debt service—pmg, and 25 percent for debt service-to-revenues
ratio. These ratios are applicable to public andliply guaranteed external debt.

8. The NPV of debt-to-exports ratio breaches the debburden threshold for a
protracted period. The NPV of debt-to-export ratio is expected tolidecsignificantly to

107 percent in 2007 following full impact of HIP@A&MDRI, but this is still above the
indicative policy-dependent threshold of 100 petcEarthermore, this ratio increases
through 2012 due to new borrowing, and it staysvalibe threshold for a protracted period.
It gradually falls below the threshold over the mueaterm, due to sustained growth in
receipts from tourism, re-export services, andcadpural exports. While there are country-
specific factors to consider when assessing thaisiadility of The Gambia’s external debt
(Box A2), alternative measurements of the ratiotionre to indicate a protracted breach of
the debt-burden threshold.

33 As outlined in the HIPC DSA, outstanding debtrad-2007 before completion point is estimated at NPV
$439 million. Following completion point, HIPC astsince reduces the NPV of existing debt by US$9@omi
while MDRI results in an additional US$182.1 millioeduction.
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Box A2: Alternative measures of NPV of debt to expits

The NPV of debt-to-exports threshold is breachedr awnost of the projection period despite
HIPC and MDRI relief. The ratio captures the NPVdebt compared with exports of goods and
nonfactor services, as an important measure otdhmtry’s capacity to sustain external debt
levels through its foreign exchange earnings. Hawmethere are country-specific issues| to
consider when applying this ratio to The Gambia:

» First, official statistics do not capture the felktent of reexport trade and associated
service earnings, which are major components obitgpDue to the lack of reliable data,
staff estimate re-exports as a fraction of impaxtkjing a mark-up for earnings from te-
exports.

» Second, The Gambia’s diaspora consistently remrtifscant sums (perhaps 10 percent
of GDP) which reflect current and prospective fgreexchange earnings (the DSA|is
based on an empirical analysis that specificalbludes remittances).

The chart below offers a perspective on the passibportance of these factors when assessing
the sustainability of The Gambia’s external debttHe chart, the baseline scenario discussed in
the text is compared with two alternatives#
() the case where service exports are!
revised upward by assuming re-exports of |
50 percent of imports rather than 30
percent currently estimated; and, (i 3)15’
remittances are added to estimaté®f|
baseline goods and nonfactor service
earnings to reflect projected total foreign, |
exchange earnings in the future. Both
effects are seen to drive the NPV of debt |
to “exports” beneath the threshold in 2007 oo o2 o oo "ok
although this is still breached for an

extended period due to new borrowing through 2@0re falling off in the medium term. These
alternative measurements substantially improveotittook for debt sustainability, although not
enough to suggest that the country is no longarhagh risk of remaining in debt distress.

NPV of debt-to-exports ratio
with alternative scenarios

Higher reexports Baseline

Threshold

B. ALTERNATIVE SCENARIOS AND STRESSTESTS

9. Alternative scenarios reveal that external debt inctators are vulnerable to
substantial deterioration in the face of adverse d&rnal developments or if new
borrowing is on less favorable terms than in the bseline (Table 2, Figure 1)The
scenarios in Figure 1 focus on an “extreme shoekeéc reflecting a combined negative
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shock to all variables based on historical perforoea and if borrowing occurs on less
favorable term$. Emphasizing the “less favorable terms” scenagimanstrates the
importance of the authorities’ commitment to borimgvonly on highly concessional terms.
With the exception of the debt service indicatarsich remain beneath their thresholds, the
debt stock indicators all deteriorate significanthyder these alternative scenarios. A number
of points are worth noting:

. The NPV of debt-to-GDP and the debt-to-exportrdéteriorate significantly above
their respective thresholds (Figure 1 and Tabl@&2)ombination of adverse shocks
or lower grant element on debt generates a sigmfideterioration in debt dynamics
over the projection period.

. The debt-to-revenue ratio shows a similar detetimnaunder the adverse shocks
scenario.
. Table 2 (line B6) demonstrates the deterioratiothédebt-to-GDP ratio as a result

of an exchange rate depreciation. In particulanextime 30 percent depreciation
results in the debt-to-GDP ratio breaching the &@ent threshold for much of the
projection period. This scenario serves to illustthe importance of recent exchange
rate appreciation on the baseline debt-to-GDP .rHtthis appreciation is not
permanent, debt-to-GDP will rise above the indi@threshold in the near term
despite HIPC and MDRI relief.

IV. PuBLIC DEBT SUSTAINABILITY
A. BASELINE

10. Domestic debt is expected to fall from 29.6 percewntf GDP at the end of 2007 to
10.4 percent of GDP in 2012 and to 9.1 percent ofP in 2027, reflecting sustained
good fiscal performance Recently implemented reforms in tax administratos expected
to help maintain revenues around 21 percent of GibHe the relatively tight fiscal policy
programmed for the medium term helps bring domesterest rates close to single digits
levels. Over the longer term, lower debt servieflecting the drop in external debt after
delivery of debt relief and lower interest ratesdmmestic debt, provides space to steadily

3 Figure 1 does not report the standard historicahario since this shows improved debt dynamicsedrby
lower historical current account deficits reducegernal debt in this scenario. This scenario assutmat the
interest rate on new borrowing is 2 percentagetpdiigher than in the baseline, grace and matpsetiods are
unchanged, and implies a lower grant element gied6ent on new borrowing, rather than 45 percetitén
baseline.
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increase basic primary expenditufemnd to partially offset the downward trend in
externally-financed projects.

11. The NPV of public debt is projected to decline fromabout 54.9 percent of GDP
in 2007 to 38.9 percent in 2012 and to 30.6 percant2027 (Table 4 and Figure 2)The
decline in the near term is driven by a drop indbenestic debt. As a ratio of domestic
revenues, the NPV of public debt is projected tioffam about 247 percent in 2007 to 138
percent at the end of the projection period.

B. ALTERNATIVE SCENARIOS AND STRESSTESTS

12.  Stress tests indicate that public debt would not d#ine significantly under some
adverse shocks (Table 4 and Figure 2iror example, under a permanently lower output
growth rate (4.3 percent instead of 5 percent) NR¥ of total debt-to-GDP ratio would
decline from 54 percent in 2007 to 50 percent iR72@&s opposed to 31 percent under the
baseline scenario.

V. CONCLUSION

13. Itis the staffs’ view that The Gambia is at high rsk of debt distress based on
external debt burden indicators.The Gambia’s debt situation has become more prczari
since the last DSA due to the new borrowing. Gigentinuing risks, development of a
comprehensive public debt management strategy @loeud priorityHigh levels of
concessionality in new borrowing and careful condreer the volume of such borrowing for
the foreseeable future are also strongly recomnueriel@lure to achieve sustained export
diversification and growth, meanwhile, would offsety gains in debt management, thus also
requiring sustained efforts to promote exports stidulate growth.

% Defined as expenditures excluding interest paysant externally-financed projects.



Table 1. The Gambia: External Debt Sustainabilignffework, HIPC and MDRI Scenario, 2007-2027 1/

(In percent of GDP, unless otherwise indicated)

Actual Historical Standard Projections
Average 6/ Deviation 6/ 2007-12 2013-27
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 8 20009 2010 2011 2012 Average 2017 2027 _Average
External debt (nominal) 1/ 101.8 1025 1030 1106 117.3 143.0 157.3 1465 134.7 .6133 49.9 475 50.7 52.7 52.6 51.7 45.6 33.9
o/w public and publicly guaranteed (PPG) 101.8 .502103.0 1106 117.3 1430 157.3 1465 1347 133.6 49.9 47507 5 527 52.6 51.7 45.6 33.9
Change in external debt 0.7 05 7.6 6.7 25.7 143 -108 -11.8 -1.1 -83.7 -24 2 3. 20 -0.1 -0.9 -1.2 -1.1
Identified net debt-creating flows -4.0 0.1 21 0.9 15.7 83 -26.8 -17.3 -152 5.7 22 1.7 0.8 -0.2 -0.3 0.0 19
Non-interest current account deficit -0.3 1.0 15 2. 1.4 1.6 34 4.1 13.2 9.8 3.8 4.3 9.6 11.8 10.6 9.4 8.4 7.9 9.6 6 6. 7.3 6.8
Deficit in balance of goods and services . 5.7 74 85 82 5.2 8.4 75 21.0 227 17.3 19.1 20.3 16.6 15.0 13.0 1.1 0 9.10.2
Exports 27.0 30.1 28.0 26.8 25.8 30.4 318 317 28.4 30.6 23.9 21.20.8 20.3 20.1 19.9 20.7 22.8
Imports 327 37.5 338 35.0 31.0 38.8 39.3 52.7 51.1 47.9 43.0 41.387.3 35.4 33.0 30.9 29.7 33.0
Net current transfers (negative = inflow) 7.7 39. -7.8 -9.9 -8.3 -11.6 96 -236 -17.1 -15.2 -12.0 5.1 -14.713.1 -12.3 -11.8 -11.3 9.1 -7.9 -5.9 -7.3
olw official 7.4 -7.5  -10.6 -8.5 -8.5 -5.1 -3.2 5.2 53 .25 -49 -4.8 -2.8 -2.5 -1.9
Other current account flows (negative = net inflow) 1.6 2.9 35 3.7 4.6 4.7 5.4 6.7 75 7.8 5.2 4.7 6.3 6.1 6.7 5.9 55 3.0
Net FDI (negative = inflow) -3.8 -3.7 -0.1 -3.8 -2.4 -2.5 -36 -141 -133 -146 -7.8 55 -9.2 -7.4 -6.4 -6.2 -6.0 -5.9 -4.8 -4.0 -4.6
Endogenous debt dynamics 2/ -1.3 -1.3 3.9 2.0 16.5 85 -16.8 -17.2 -104 -6.1 -2.3 25- -2.4 -2.5 -2.3 -1.8 -1.4
Contribution from nominal interest rate 14 14 12 12 1.2 17 2.0 19 17 1.2 0.4 0.4 0.4 0.4 0.4 0.4 0.3
Contribution from real GDP growth -6.4 -64 85 -64 43 -103 9.7 -6.4 -8.0 -7.3 -2.6 -2.8 -2.8 -2.9 -2.7 22 -16
Contribution from price and exchange rate changes U 3.8 3.8 8.5 7.2 11.0 17.1 9.1 -12.7 -4.1
Residual (3-4) 3/ 0.0 4.7 0.4 55 5.8 10.0 6.0 16.0 55 14.0 -78.0 -4.6 15 1201 -0.6 -1.3 -3.0
o/w exceptional financing 0.0 0.0 0.0 0.0 -0.1 0.0 -0.4 -0.3 -0.3 -58.4 -0.9 -0.7 0.6- -0.4 -0.4 -0.3 -0.1
NPV of external debt 4/ 31.1 255 248 27.1 28.7 9.2 29.2 26.9 21.6
In percent of exports 101.7 106.8 1185 130.6415 1457 146.9 130.2 94.7
NPV of PPG external debt 31.1 255 248 27.1 28.7 9.2 29.2 26.9 21.6
In percent of exports 101.7 106.8 1185 130.6415 1457 146.9 130.2 94.7
In percent of government revenues . . 146.8 1209 1196 1335 1428 1474 1476 (135.106.3
Debt service-to-exports ratio (in percent) 18.0 16 19.6 23.9 11.1 17.7 17.7 16.5 185 7.0 7.0 6.8 6.9 6 7. 8.3 6.4
PPG debt service-to-exports ratio (in percent) 43 -7.7 19.6 16.8 23.9 111 17.7 17.7 16.5 185 7.0 7.0 6.8 6.9 7.6 8.3 6.4
PPG debt service-to-revenue ratio (in percent) 20 -133 28.4 28.8 44.5 224 26.9 255 23.8 20.9 7.1 71 8 6. 69 7.6 8.6 7.1
Total gross financing need (millions of U.S. dadjar 145 13.9 23.6 11.7  -17.6 22.8 1.2 27.3 472 8.14 425 37.1 37.4 532 136.8
Non-interest current account deficit that stabdizebt ratio 0.3 0.9 -5.7 53 -241 -109 14.9 25.011.0 93.2 14.2 7.4 7.4 8.4 8.8 7.9 8.4
Key macroeconomic assumptions
Real GDP growth (in percent) 6.5 6.4 55 5.8 -3.2 6.9 7.0 5.1 6.5 5.2 32 7.0 6.5 65 0 6. 6.0 5.5 6.2 5.0 5.0 5.0
GDP deflator in US dollar terms (change in percent) -3.6 -3.5 -1.7 -6.1 -8.6 -10.7 6.1 9.5 3.1 2.4 7.0 19.6 15.0 1.9 1.8 20 1.8 7.0 1.8 1.8 1.7
Effective interest rate (percent) 5/ 1.4 14 1.1 1.1 0.9 1.1 15 15 1.4 1.3 0.2 12 0.9 0.9 0909 0.9 0.9 0.8 0.8 0.8
Growth of exports of G&S (US dollar terms, in perge 145 -4.2 -7.0 -4.3 4.3 -0.3 133 29 18.4 4.2 9.2 1-0 75 7.4 5.6 6.8 6.5 5.6 8.1 8.1 7.8
Growth of imports of G&S (US dollar terms, in pente 17.6 -7.4 09 -12.0 10.8 -3.3 52.3 11.6 29 8.1 19.1 149 17.5 -1.9 23 1.0 0.7 5.7 7.3 8.1 7.3
Grant element of new public sector borrowing (@mgqent) 42.6 43.2 43.3 44.1 45.0 45.0 43.9 45.0 45.0 45.0
Aid flows (in millions of US dollars) 7/ 0.0 19.7 224 185 25.5 33.3 51.4 35.1 50.6 415 44.2 60.8 88.0 98.9 948 2 84.75.0 76.0 87.0
o/w Grants 55 8.2 4.8 10.5 16.5 12.4 182 77 0.3 24.2 31.6 36.2 136 354 33.8 29.8 20.5
o/w Concessional loans 0.0 14.2 323 33.8 43.9 36.5 56.5 62.8 .758 488 41.2 46.2 66.5
Grant-equivalent financing (in percent of GDP) 8/ 6.9 7.4 7.7 6.8 5.7 4.8 43. 17 2.9
Grant-equivalent financing (in percent of exterfirncing) 8/ 61.8 28 629 647 681  69.8 66.6  58.0 64.3
Memorandum items:
Nominal GDP (millions of US dollars) 409.8 420.8431.9 4209 417.9 369.7 353.0 401.0 461.3 506.7 648.4  793.861.48 929.4 1005.1 1079.8 1492.3 2898.2
(NPVt-NPVt-1)/GDPt-1 (in percent) 15 4.9 4.6 3.9 29 21 3.3 1.4 0.9 1.2

Source: Staff simulations.
1/ Includes both public and private sector exteduit.

2/ Derived as [r - g p(1+0)]/(1+g+p+gp) times previous period debt ratio, with r = nonhiméerest rate; g = real GDP growth rate, @ growth rate of GDP deflator in U.S. dollar terms.
3/ Includes exceptional financing (i.e., changeariears and debt relief); changes in gross foraigets; and valuation adjustments. For projectistsincludes contribution from price and excharaje changes.
4] Assumes that NPV of private sector debt is eajeitt to its face value.

5/ Current-year interest payments divided by presiperiod debt stock.

6/ Historical averages and standard deviationgenerally derived over the past 10 years, subjedata availability.

7/ Defined as grants, concessional loans, andreééf.

8/ Grant-equivalent financing includes grants paev directly to the government and through newdwing (difference between the face value and th¥ NiPnew debt).

T9
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Table 2. The Gambia: Sensitivity Analyses for Keglitators of Public and Publicly Guaranteed Extebrebt, 2007-27
including HIPC and MDRI (In percent)

Projections
2007 2008 2009 2010 2011 2012 2017 2027

NPV of debt-to-GDP ratio

Baseline 25 25 27 29 29 29 27 22

A. Alternative Scenarios

Al. Key variables at their historical averages®08-27 1/ 25 25 26 26 25 24 16 6
A2. New public sector loans on less favorable tem2008-27 2/ 25 26 30 33 35 35 36 33

B. Bound Tests

B1. Real GDP growth at historical average minussiaadard deviation in 2008-09 25 26 30 31 32 32 29 24
B2. Export value growth at historical average mione standard deviation in 2008-09 3/ 25 26 31 32 33 33 29 22
B3. US dollar GDP deflator at historical averageusione standard deviation in 2008-09 25 32 39 41 42 42 38 31
B4. Net non-debt creating flows at historical ageraninus one standard deviation in 2008-09 4/ 25 32 40 41 41 41 35 25
B5. Combination of B1-B4 using one-half standardiatéon shocks 25 36 49 51 51 51 45 33
B6. One-time 30 percent nominal depreciation redatd the baseline in 2008 5/ 25 34 37 39 40 39 36 29

NPV of debt-to-exports ratio

Baseline 107 118 131 142 146 147 130 95

A. Alternative Scenarios

Al. Key variables at their historical averages®?2-26 1/ 107 121 123 126 124 120 80 25
A2. New public sector loans on less favorable tem®007-26 2/ 107 126 146 164 173 178 173 146

B. Bound Tests

B1. Real GDP growth at historical average minusstaedard deviation in 2008-09 107 118 131 142 146 147 130 95
B2. Export value growth at historical average mions standard deviation in 2008-09 3/ 107 141 191 204 9 20 210 182 126
B3. US dollar GDP deflator at historical averageusione standard deviation in 2008-09 107 118 131 142 6 14 147 130 95
B4. Net non-debt creating flows at historical ageraninus one standard deviation in 2008-09 4/ 107 151 191 201 204 204 170 108
B5. Combination of B1-B4 using one-half standardiatéon shocks 107 147 198 210 214 214 182 120
B6. One-time 30 percent nominal depreciation redetd the baseline in 2008 5/ 107 118 131 142 146 147 130 95

NPV of debt-to-revenue ratio
Baseline 121 120 133 143 147 148 135 106
A. Alternative Scenarios

Al. Key variables at their historical averages®02-26 1/ 121 122 126 127 126 120 83 28
A2. New public sector loans on less favorable tem®007-26 2/ 121 128 150 166 175 179 180 163

B. Bound Tests

B1. Real GDP growth at historical average minusstaedard deviation in 2008-09 121 125 146 156 161 161 147 116
B2. Export value growth at historical average mions standard deviation in 2008-09 3/ 121 126 152 161 5 16 165 148 111
B3. US dollar GDP deflator at historical averagausione standard deviation in 2008-09 121 152 190 204 0 21 211 193 152
B4. Net non-debt creating flows at historical ageraninus one standard deviation in 2008-09 4/ 121 153 196 203 207 205 176 121
B5. Combination of B1-B4 using one-half standardiagon shocks 121 173 243 254 260 258 226 162

B6. One-time 30 percent nominal depreciation redetd the baseline in 2008 5/ 121 162 181 193 200 200 183 144
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Table 2. The Gambia: Sensitivity Analyses for Keglitators of Public and Publicly Guaranteed Extelrebt, 2007-27 (continued)
with HIPC and MDRI (In percent)

Debt service-to-exports ratio

Baseline
A. Alternative Scenarios

Al. Key variables at their historical averages®0&-27 1/
A2. New public sector loans on less favorable tem2008-27 2/

B. Bound Tests

B1. Real GDP growth at historical average minusstaedard deviation in 2008-09

B2. Export value growth at historical average mions standard deviation in 2008-09 3/

B3. US dollar GDP deflator at historical averageusione standard deviation in 2008-09

B4. Net non-debt creating flows at historical ageraninus one standard deviation in 2008-09 4/
B5. Combination of B1-B4 using one-half standardiatéon shocks

B6. One-time 30 percent nominal depreciation redato the baseline in 2008 5/

[ARN]

Debt service-to-revenue ratio
Baseline
A. Alternative Scenarios

Al. Key variables at their historical averages®0&-27 1/
A2. New public sector loans on less favorable tem®008-27 2/

B. Bound Tests

B1. Real GDP growth at historical average minusstaedard deviation in 2008-09

B2. Export value growth at historical average mions standard deviation in 2008-09 3/

B3. US dollar GDP deflator at historical averagausione standard deviation in 2008-09

B4. Net non-debt creating flows at historical ageraninus one standard deviation in 2008-09 4/
B5. Combination of B1-B4 using one-half standardiaigon shocks

B6. One-time 30 percent nominal depreciation redetd the baseline in 2008 5/

Memorandum item:
Grant element assumed on residual financing firancing required above baseline) 6/
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Source: Staff projections and simulations.

1/ Variables include real GDP growth, growth of GBéflator (in U.S. dollar terms), non-interest emtraccount in percent of GDP, and non-debt crgdlinvs.

2/ Assumes that the interest rate on new borrovgity 2 percentage points higher than in the baselivhile grace and maturity periods are the sasria the baseline.

3/ Exports values are assumed to remain permaregrtihe lower level, but the current account asaaesof GDP is assumed to return to its baseline kfter the shock (implicitly assuming

an offsetting adjustment in import levels).
4/ Includes official and private transfers and FDI.
5/ Depreciation is defined as percentage declimitar/local currency rate, such that it neveresds 100 percent.

6/ Applies to all stress scenarios except for &BgIfavorable financing) in which the terms omall financing are as specified in footnote 2.



Table 3.The Gambia: Public Sector Debt Sustairtgtitiamework, Baseline Scenario, 2004-2027
(In percent of GDP, unless otherwise indicated)

Actual Estimate Projections
Historical Standard 2007-12 2013-27
Average 5/ Deviation 5/ Average Average
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2017 2027
Public sector debt 1/ 155.4 179.6 185.2 179.4 170.2 165.5 79.1 713 708 683 6438 60.9 539 429
o/w foreign-currency denominat 117.5 143.C 157.% 146.5 134.7 133.% 495 47.C 50.C 51.7 51t 50.t 44.C 33.¢
Change in public sector debt 13.3 24.2 5.6 -5.8 -9.2 -4.7 -86.4 -7.8 -0.5 -25 -35 -3.9 -1.2 0.2
Identified debt-creating flows -14.0 27.4 -85 -30.8 -14.3 -5.3 -44.5 -6.5 -43 54 5.1 -5.3 -2.3 -1.1
Primary deficit 9.4 15 0.0 -0.1 0.4 -0.6 0.7 3.4 -5.5 0.2 07 -04 -0.3 -0.7 -1.0 1.2 -1.1 0.3
Revenue and grants 16.1 19.1 17.0 24.2 21.3 229 255 24.8 252 248 24.5 24.0 22.9 22.7
of which: grants 1.0 2.8 1.3 3.3 15 1.7 3.5 3.7 4.0 3.7 3.4 3.0 1.9 0.7
Primary (noninterest) expenditure 25.6 20.6 17.0 24.1 21.7 22.3 20.1 25.0 259 244 24.1 23.4 24.1 216
Automatic debt dynamics -23.4 28.3 -7.1 -29.3 -14.0 -6.7 -39.2 -3.6 -3.4 -3.4 -35 -3.3 -25 0.5
Contribution from interest rate/growth differential -24.1 35 -14.3 -10.6 -4.6 -5.9 -9.1 -3.2 -3.1 -3.2 -3.4 -3.1 -2.5 -1.1
of which: contribution from average real interest rate -1.3 -1.7 -2.8 15 4.2 4.6 1.7 1.6 12 0.8 0.5 0.3 0.1 0.9
of which: contribution from real GDP growth -7.7 5.2 -11.5 A2. -8.7 -10.5 -10.8 -4.8 -4.3 -4.0 -3.9 -3.4 -2.6 -2.0
Contribution from real exchange rate depreciation 7 0. 24.9 7.2 -18.7 -9.4 -0.8 -30.0 -0.4 -0.3 -0.2 -0.1 -0.2
Other identified debt-creating flows 0.0 -2.5 -1.4 -1.5 -0.7 2.0 0.2 -3.1 -1.7 -1.5 -1.3 -1.3 -1.0 -0.4
Privatization receipts (negative) 0.0 0.0 0.0 0.0 -0.4 0.0 -2.3 -2.2 0.0 0.0 0.0 0.0 0.0 0.0
Recognition of implicit or contingent liabilities o. 0.0 0.0 0.0 0.0 1.6 2.7 1.0 0.0 0.0 0.0 0.0 0.0 0.0
Debt relief (HIPC and other) -1.0 -2.0 -1.1 -1.3 -0.1 0.0 -0.6 -2.6 24 22 -1.7 -1.6 -1.0 -0.4
Other (specify, e.g. bank recapitalization) 1.0 -0.4 0.2- -0.2 -0.2 0.4 0.4 0.6 0.7 0.6 0.4 0.3 0.0 0.0
Residual, including asset changes 27.3 -3.2 14.1 25.0 5.1 0.6 -41.9 -1.3 3.9 2.9 1.7 1.4 1.1 1.3
NPV of public sector debt 38.1 36.6 27.9 32.9 35.5 63.3 54.9 48.9 475 44.8 419 38.9 35.9 30.6
o/w foreign-currency denominated 0.0 0.0 0.0 0.0 0.0 31.2 253 24.6 26.7 28.2 28.6 28.5 26.0 215
o/w external 31.2 25.3 24.6 26.7 28.2 28.6 28.5 26.0 215
NPV of contingent liabilities (not included in pibkector debt) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Gross financing need 2/ 17.1 10.4 6.5 9.3 12.3 10.1 0.6 52 53 3.7 3.0 23 3.8 15
NPV of public sector debt-to-revenue and granis (@ percent) 236.0 191.5 164.0 135.8 166.6 276.8 215.0 196.9 188.9 180.3 171.2 161.8 156.7 134.3
NPV of public sector debt-to-revenue ratio (in e 252.2 224.2 177.8 157.2 179.6 298.8 248.6 2319 2248 2118 198.9 184.9 170.7 138.3
o/w external 147.1 1146 116.7 126.5 1335 135.9 135.3 123.7 97.2
Debt service-to-revenue and grants ratio (in pejetn 47.5 57.9 46.4 44.6 54.9 429 315 18.5 16.2 14.4 125 11.8 11.5 11.6
Debt service-to-revenue ratio (in percent) 4/ 50.7 67.8 50.2 51.6 59.2 46.3 36.4 21.8 19.2 17.0 14.6 134 12.6 11.9
Primary deficit that stabilizes the debt-to-GDRaat 5.8 9.6 4.1 80.9 8.0 1.2 21 3.1 3.2 2.4 -1.4
Key macroeconomic and fiscal assumptiol
Real GDP growth (in percent) 5.8 -3.2 6.9 7.0 5.1 6.5 5.0 3.1 7.0 6.5 6.5 6.0 6.0 55 6.3 50 0 5. 5.0
Average nominal interest rate on forex debt (ircpat) 13 1.2 1.6 1.6 1.4 1.4 14 0.1 1.0 0.9 1.0 0.9 0.9 0.9 09 9 0 09 0.9
Average real interest rate on domestic currency (ielpercent) -21 -4.2 -8.7 8.9 17.3 12.9 7.4 9.2 7.4 63 7 6. 69 6.7 6.8 6.8 6.5 13.9 7.7
Real exchange rate depreciation (in percent, cates depreciation) 0.7 20.5 54 -12.8 -6.8 -0.6 4.9 11.7 4.2-2
Inflation rate (GDP deflator, in percent) 15.2 16.1 27.4 12.2 4.1 1.4 8.9 8.6 5.0 5.0 5.0 4.8 4.5 4.3 48 0 4. -10 3.7
Growth of real primary spending (deflated by GDRater, in percent) 47.8 -22.1 -11.6 51.6 -5.5 9.3 53 25.5 -3.6 32.7 10.3 -0.1 4.8 21 7.7 3.0 6.5
Grant element of new external borrowing (in pergent 42.6 43.2 43.3 44.1 45.0 45.0 43.9 45.0 45.0

Sources: Country authorities; and Fund staff esémand projections.

1/ [Indicate coverage of public sector, e.g., gahgovernment or nonfinancial public sector. Aldoether net or gross debt is us

2/ Gross financing need is defined as the primaficid plus debt service plus the stock of shortrtelebt at the end of the last period.
3/ Revenues excluding grants.

4/ Debt service is defined as the sum of intenedtamortization of medium and long-term debt.

5/ Historical averages and standard deviationgenerally derived over the past 10 years, subjedata availability.

9
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Table 4. The Gambia: Sensitivity Analysis for Kegliltators of Public Debt 2007-2027

Projections
2007 2008 2009 2010 2011 2012 2017 2027
NPV of Debt-to-GDP Ratio
Baseline 55 49 48 45 42 39 36 31
A. Alternative scenarios
Al. Real GDP growth and primary balance are aotitstl averages 54 49 49 48 46 44 39 37
A2. Primary balance is unchanged from 2007 54 45 40 35 30 25 8 -16
A3. Permanently lower GDP growth 1/ 54 49 48 46 44 42 43 50
B. Bound test:
B1. Real GDP growth is at historical average minws standard deviations in 2008-2009 54 51 54 52 50 48 49
B2. Primary balance is at historical average minusstevedard deviations in 2008-2009 54 51 52 49 46 42 39
B3. Combination of B1-B2 using one half standardiatiwn shocks 54 51 52 49 46 43 39 33
B4. One-time 30 percent real depreciation in 2008 54 59 56 52 49 45 41 34
B5. 10 percent of GDP increase in other debt-crgdkaws in 2008 54 54 52 49 46 43 40 33
NPV of Debt-to-Revenue Ratio 2/
Baseline 21F 197 18¢ 18C 171 162 157 134
A. Alternative scenarios
Al. Real GDP growth and primary balance are abhitsil average 21z 19¢ 194 19C 18€ 18C 17C 162
A2. Primary balance is unchanged from 2 21z 18C 16C 14z 124 10¢& 33 -71
A3. Permanently lower GDP growth 213 197 191 18€ 17¢ 173 18€ 21¢
B. Bound test:
B1. Real GDP growth is at historical average minwes standard deviations in 2008-2! 21z 20t 21C 20€ 201 19€ 211 217
B2. Primary balance is at historical average minusstexedard deviations in 2008-2( 21z 20t 20¢E 19t 18€ 177 171 14z
B3. Combination of B1-B2 using one half standardiatéan shock 213 20€ 20€ 197 187 17€ 17¢ 143
B4. One-time 30 percent real depreciation in : 21z 23¢ 224 211 19¢ 18¢ 177 14¢
B5. 10 percent of GDP increase in other debt-crgdkows in 200: 21z 21¢ 207 19¢ 18¢ 18C 174 144
Debt Service-to-Revenue Ratio 2/

Baseline 31 18 16 14 13 12 12 12
A. Alternative scenarios
Al. Real GDP growth and primary balance are aotitstl averages 31 21 17 14 14 14 11 15
A2. Primary balance is unchanged from 2007 31 21 9 4 2 1 -4 -9
A3. Permanently lower GDP growth 1/ 31 21 17 15 13 12 15 21
B. Bound tests
B1. Real GDP growth is at historical average minus standard deviations in 2008-2009 31 22 19 18 16 16 17
B2. Primary balance is at historical average minusstevedard deviations in 2008-2009 31 21 21 20 14 12 12
B3. Combination of B1-B2 using one half standardiatéan shocks 31 21 20 18 13 12 12 12
B4. One-time 30 percent real depreciation in 2008 31 21 17 15 13 12 13 13
B5. 10 percent of GDP increase in other debt-crgdlaws in 2008 31 21 29 18 13 12 12 13

Sources: Country authorities; and Fund staff estisnaibel projections.

1/ Assumes that real GDP growth is at baseline minustanelard deviation divided by the square root ofi20, the length of the projection period).

2/ Revenues are defined inclusive of grants.

32
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Figure 1. The Gambia: Indicators of Public and RliplGuaranteed External Debt
Under Alternative Scenarios, 2007-2027
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Figure 2.The Gambia: Indicators of Public Debt Unde Alternative Scenarios, 2007-2027 1/
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APPENDIX II
DEBT MANAGEMENT

In March 2007, the government’s debt management cagity and institutions was
assessed by a World Bank team using the Debt Managent Performance
Assessment (DeMPA) tool? The assessment revealed that, while there anenaer of
strengths in the government’s debt management opesamany components of debt
management need significant improvement.

The government has requested IMF and World Bank tdanical assistance to
improve its debt management capacity and institutins. The government is pursuing
efforts to enhance accountability in the use ofligulesources and, to this end the
authorities have undertaken to prepare a comprefeedebt management strategy by
end-July 2008. The strategy witliter alia set limits on the amount and terms of new
borrowing. Through the ongoing Country AssistaStategy (CAS) discussions, the
World Bank is discussing with the Government pabsds for providing support for
capacity building of debt management. With supporn the IMF, the government
intends to strengthen the capacity of the CentealkBof The Gambia (CBG) in the areas
of debt management, monetary policy framework gretations, and banking
supervision.

A. The Institutional Framework for Debt Management

The Gambia’s legal and institutional framework for debt management clearly
defines roles and responsibilities.In accordance with the Government Budget
Management and Accountability Act (2004), the Seexgeof State for Finance and
Economic Affairs is the only authority entitledtorrow from legal entities, or to enter
into a guarantee or indemnity with third parti@$e Public Debt Unit (PDU) of the
Department of State for Finance and Economic ASTEDOSFEA) is responsible for
managing, recording and reporting on external debile the CBG borrows in the
domestic market by issuing Treasury Bills. The GB@lIso responsible for making
payments to external creditors upon receipt ofuasions from DOSFEA. While the Act
stipulates borrowing purposes, the government csihgthen the framework by
introducing debt management objectives, strictireguents for mandatory reporting to
the National Assembly and regular external auditsl, by strengthening co-ordination of
debt management with macroeconomic policies.

% DeMPA is a methodology for assessing performanaautih a comprehensive set of indicators spanning
the full range of government debt management (D&Mgtions. The DeMPA highlights strengths and
weaknesses in government DeM practices. While asssm® reports do not contain specific
recommendations, performance assessment facilithéeslesign of plans to build and augment capacity
and institutions tailored to the specific needsiafountry, and facilitates the monitoring of pragr@ver
time in achieving the objectives of government Debhsistent with international sound practice. The
Gambia was one of five countries in which the DeMPF4ds field tested during 2007.
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It is recommended that the government develop a délmanagement strategy based
on long-term debt management objectives and set win the context of

government’s fiscal policy and budget framework. Implicitly all external borrowing is
contracted on concessional terms with a minimumtgelement of 45 percent. While
the PDU and CBG interact to provide forecasts artraégovernment debt and debt
service as part of the annual budget process, #prears to be little formal co-
ordination between the government’s fiscal polaght management and the monetary
policy authority (CBG). There are no documenteatpdures for external borrowing.
Formal analysis of the relative costs and riske@ased with the alternative financing
options is not undertaken. The authorities hawedver, received training in the
preparation of debt sustainability analyses (DS#) there are plans to prepare DSAs on
a regular basis. The quality of cash flow forecastxpected to improve with the
implementation of the new integrated financial ngemaent information system (IFMIS).

B. Assessment of Debt Management

Debt data recording capacity should be bolstered tonprove the quality of debt
information. The PDU records, monitors and settles externalgaiadlanteed debt, and
validates transactions on an ad-hoc basis. Proesdaor validating the completeness,
consistency and accuracy of the debt records rebd strengthened, and the recording
of debt relief and debt restructuring needs tonigeriporated in the debt management
systen?’. Weak archiving practices make data reconciliatiombersome. However, the
quality of loan administration and payments is etpé to improve with the introduction
of the IFMIS. The CBG records government domedist and reconciles Treasury bill
stocks and flows with primary dealers regularlowever, no government entity is
responsible for recording total non-financial paldebt® The CBG maintains an up-to-
date registry system of all holders of governmewusities and, with technical assistance
from the Commonwealth Secretariat, plans to upgiaddebt management system with
electronic registry and auction features.

Reporting of central government external and domest debt meets statutory

reporting requirements. It is recommended, however, that a Debt StasisBalletin or
equivalent covering domestic and external centwaegiment debt and loan guarantees
be prepared and published annually. Proceduresefarring and controlling access to
sensitive debt information should also be strenggde While external audits subject to
third-party confirmation are conducted semi-annuaii domestic debt activities, no
internal, external or independent audit relateei@rnal debt has been carried in the past
five years.

" The PDU operates the Commonwealth Secretariatlst Recording and Management System (CS-
DRMS).

% This consists of the central government (budgetxtra-budgetary and social security funds),sate
and local governments, and the public corporations.
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Staff capacity and organizational structure need tde strengthenedOf the PDU’s
limited staff, few are trained in the interpretatiof loan agreements and standard debt
recording and reporting procedures. The PDU alskslanalytical capabilities, although
the government has plans to establish such capaagityle practical training has been
provided by the Commonwealth Secretariat, WAIFEdhd Debt Relief International,
high turnover has led to loss of institutional meynand continuity?

%9 West African Institute for Financial and EconorMlanagement (WAIFEM)

0" In addition, in early 2007 a serious auto acdideok the life of one staff and sent two othens)iding
the PDU head, out of commission for an extendegbgerThere was no contingency for this tragic éven
as the government lacks a business continuity asasigr plan.



