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Executive Summary 
 

Background 
1. Rwanda qualified for US$ 452.4 million HIPC debt relief assistance in end-1999 NPV terms 
at the decision point in December 2000. On April 13, 2005, Rwanda became the 14th regional 
member country (RMC) to reach the completion point under the enhanced HIPC Initiative. As a 
result, the Boards of Directors of the IMF and the World Bank approved a total irrevocable debt 
relief from multilateral and bilateral creditors amounting to US$ 1.4 billion in nominal terms 
over time, equivalent to debt relief of US$ 452.4 million in end-1999 NPV terms as agreed at the 
decision point, plus a topping-up assistance of US$ 243.1 million in end-2003 NPV terms approved 
at the completion point.  

Qualification for HIPC Completion Point 
2. In line with the enhanced HIPC framework arrangements at decision point, Rwanda 
fulfilled five main conditions to reach the completion point: 

(i) The implementation of a full PRSP (2002 – 2004) for at least one year was 
satisfactory. The PRSP had six strategic pillars: rural development and agricultural 
transformation, quality of life and human development (education and health), 
economic infrastructure, good governance, private sector development, human 
resources development and institutional capacity building.   

(ii) The implementation of macroeconomic reforms reflect encouraging policy changes 
despite the varying performance due to vulnerable economic and climate conditions. 
Among these, the low inflation level since 2002 increased economic stability; large 
inflow of external assistance strengthened Rwanda’s official reserves position; 
gradual diversification of exports reduced the country’s vulnerability to shocks; and 
revenue measures undertaken reinforced fiscal sustainability. 

(iii) There was significant progress in meeting specific social sector targets. These include 
advanced implementation of Health Sector reforms, including staffing at the district 
level; a micro insurance program; roll-out of the Malaria Strategic Plan for 2004-
2010; the 2002-2006 HIV/AIDS Strategic Plan and an AIDS control policy which 
achieved the availability rate of 90 percent of essential drugs. In addition, significant 
progress has been made in implementing the Education sector Strategic Plan by 
building management capacities in a sector-wide approach; and implementation of the 
Comprehensive Gender Action Plan. 

(iv) The implementation of key structural reforms was also satisfactory. These involved 
implementation of the Structural Agenda; revival of the Tea Sector via a revision of 
the legal mandate of the Rwanda Tea Board (OCIR-The) in 2003; and re-launching of 
the privatization process of tea factories. 

(v) Major initiatives in improving the Public Expenditure Management System are under 
way. These include: steady increase of spending on poverty reduction projects and 
programs from 4 percent of GDP in 2000 to 6.5 percent in 2003; and poverty 
reducing priority programs clearly identified in the budget and protected from cuts. 
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HIPC Costs and the Bank Group’s Participation in PRSP related areas 
3. Of the combined total debt relief at decision point and additional topping up debt relief 
assistance at completion point, amounting to US$695.5 million in NPV terms, multilateral 
creditors will account for US$630.5 million (90.6 percent), while bilateral and commercial 
creditors will deliver US$65.1 million (9.4 percent). The Bank Group’s share of debt relief will 
amount to US$116.1 million in NPV terms, which is equivalent to about 18.4 percent of the 
multilateral creditors’ assistance, and about 16.7 percent of total assistance from all creditors.  

4. Rwanda remains vulnerable to external shocks. Some of the fundamental exogenous 
factors which led to deterioration of the country’s NPV of debt-to-exports ratio to a level of 
about 320 percent  at end 2003 include: low growth in export earnings (due to the fall in the 
merchandise exports prices which led to a 67 percent increase in the NPV of debt-to-export 
ratio), an unanticipated increase in imported energy prices, a decreasing share of concessional 
borrowings, as well as changes in the unanticipated cross-currency exchange rates and discount 
rates and the fall in world interest rates. This level of debt-to-exports  ratio is projected to reach 
337 percent in 2004 and gradually decline to reach 191 percent 2020. Considering the debt 
sustainability threshold of 150 percent for the ratio of NPV of debt-to-exports, and in order to 
maintain the ratio below this threshold, the IMF and the World Bank recommended a topping up 
assistance of 243.1 million, to which the Bank Group will contribute with US$ 41.12 million 
(16.9 percent from all creditors 17.5 percent from multilateral creditors).  

5. A Sensitivity Analysis under three potential external shocks scenarios (deterioration in 
the terms of trade, significant decline in grant financing, 1.5 percent higher growth rates) was 
undertaken. All results clearly indicated that strong export growth and diversification, a high and 
sustained level of grant financing, as well as continued focus on revenue mobilization and 
efficient spending would be key to improve Rwanda’s debt situation.  

6. Under the Bank Group‘s PRSP based Country Strategy Paper for Rwanda and the ADF-
IX performance-based allocation system, an amount of UA 73.73 million (incl. UA 15.5 million 
grants) and additional UA 29.96 million (due to reallocation) was approved. The Bank will 
invest in poverty reduction projects by improving agricultural productivity and environment, 
rural water supply, sanitation and HIV/AIDS control. 

Delivery Modality and Indicative Financing Arrangements 
7. It is proposed that the Bank Group should make a commitment to provide irrevocable 
debt relief of US$ 74.98 million in end-1999 NPV terms, (US$147.19 million in nominal terms), 
and a topping up contribution of US$41.12 (US$76.81 in nominal terms). This debt relief is to be 
financed by 20 percent of Bank Group internal resources, 40 percent from European Commission 
pledges and 40 percent from the HIPC Trust Fund. It will save up to 80 percent of Rwanda’s 
debt service obligations until July 2032. 

Recommendation 
8. The Board of Executive Directors is invited to approve the proposed HIPC assistance of 
the Bank Group of US $ 74.98 million in end – 1999 NPV terms plus UA 41.12 million topping-
up assistance in end-2003 NPV terms. 



 

RWANDA - HIPC APPROVAL DOCUMENT 
COMPLETION POINT UNDER THE ENHANCED FRAMEWORK 

 
 
I.      INTRODUCTION 
 
1.1 Rwanda reached its decision point in December 2000 and qualified for US$ 452.4 
million worth of total debt relief assistance in end-1999 NPV terms1. On April 13, 2005, 
Rwanda became the 14th regional member country (RMC) to reach the completion point under 
the enhanced HIPC Initiative. As a result, the Boards of Directors of the IMF and the World 
Bank approved a total irrevocable debt relief from multilateral and bilateral creditors 
amounting to US$ 1.4 billion in nominal terms over time, equivalent to debt relief of 
US$452.4 million in end-1999 NPV terms as agreed at the decision point, plus a topping-up 
assistance of US$243.1 million in end-2003 NPV terms approved at the completion point. This 
document presents the justification for Rwanda’s qualification for irrevocable HIPC 
assistance and for additional debt relief (“topping-up”) at completion point as well as the 
proposed plan to finance the Bank Group’s share of the country’s revised costs of debt relief.  
 
1.2 Following this introduction, Section II summarizes details of the status of 
implementation of Rwanda’s key policy reforms between the decision and the completion 
point, and its progress in meeting the conditions for reaching the completion point. Section III 
discusses the status of creditor participation in the HIPC assistance to Rwanda at decision and 
completion points and provides justification for the topping-up HIPC assistance. Section IV 
illustrates the HIPC debt relief assistance provided by the Bank Group during the interim 
period. Bank Group involvement in the implementation of Rwanda’s Poverty Reduction 
Strategy Paper (PRSP) is reviewed in Section V together with highlights of Bank Group 
operations in the country during the period 2002-2004. Section VI summarizes the update of 
the debt sustainability analysis for Rwanda and provides an assessment of the sensitivity of 
the country’s debt structure to three main factors that might  affect Rwanda’s economic 
prospects. Section VII considers the proposed modalities for debt relief delivery, including 
the main legal aspects. The indicative financing plan is presented in Section VIII. Finally, 
recommendations for the Boards’ consideration are contained in Section IX. 

 
II.     QUALIFICATION FOR THE HIPC COMPLETION POINT 
 
2.1 In line with the enhanced HIPC framework arrangements at decision point, Rwanda 
had to fulfill the following four main preconditions to reach the completion point and receive 
irrevocable debt relief: 
 

(i) Adoption of a full PRSP and its successful implementation for at least one year; 
 
(ii) Maintenance of macroeconomic stability through satisfactory performance under 

IDA and IMF-supported PRGF reform programs;  
 

(iii) Satisfactory progress in implementing structural reforms in the tea sector; and 
 

(iv) Substantial achievements in social indicators related to education, health, gender 
equality, and the fight against HIV/AIDS.  

                                                 
1 Rwanda – HIPC Approval Document: Decision Point under the Enhanced Framework, ref. 
ADB/BD/WP/2001/09 of January 2001. 
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2.2 Rwanda has achieved macroeconomic stability, to a large extent, and established good 
track record of policy implementation in 2004. The PRSP, which was completed in 2002, has 
also been satisfactorily implemented. Among the conditions set at decision point for reaching 
completion point, Rwanda was not able to fully comply with all the triggers with respect to 
the structural reforms in the tea sector. However, based on recent and overall satisfactory 
progress made in the reform of the policy and regulatory framework for tea, the Boards of the 
IMF and the World Bank agreed that Rwanda has taken the necessary steps to reach the 
completion point under the enhanced HIPC initiative. A copy of the relevant HIPC 
completion point document prepared by the Bretton Woods Institutions (BWI), including key 
HIPC reforms and objectives for reaching the floating completion point, is attached as Annex 
VI to this report for ease of reference. These reforms and completion point conditions are also 
briefly discussed below. 
 

A. Rwanda’s Poverty Reduction Strategy   
 

2.3 Rwanda completed its PRSP in June 2002 after extensive consultations among the 
government, the private sector,  the civil society and other stakeholders. Rwanda’s 2002 
PRSP is based on six strategic pillars: (i) rural development and agricultural transformation; 
(ii) quality of life and human development – education and health; (iii) economic 
infrastructure; (iv) good governance; (v) private sector development; and (vi) human 
resources and institutional capacity building. The first and second PRSP annual progress 
reports reviewing the country’s performance in the social sector and improvements made in 
the institutional and legal frameworks were completed respectively in June 2003 and 
November 2004.  
 
2.4 The first progress report of Rwanda’s PRSP demonstrated that substantial progress in 
human development (education and health), governance, and infrastructure development 
were made during the period August 2002-June 2003. The second PRSP progress report 
reported progress made from June 2003 until 2004 in agriculture productivity, human 
resource development and health, construction of new roads and bridges, access to and 
supply of water, and improved environment for the development of the private sector and 
human capacities. 
 
2.5 The Government of Rwanda also demonstrated its ability to mobilize resources from 
budgetary savings from the enhanced HIPC debt relief and increased budgetary allocations to 
priority poverty-reducing programs. Progress was also made in public expenditure 
management, including improvement in the cash management system, the preparation of the 
organic budget and further strengthening of the Auditor General’s Office.   
 
 B. Macroeconomic Performance in 2002-2004 
 
2.6 As a result of the economic reforms undertaken by Rwanda following the economic, 
social and infrastructure devastation caused by the 1994 genocide, by 2000 real GDP had 
recovered its 1990 level. Considerable progress was made in liberalizing the economy, and a 
restrictive monetary policy, coupled with measures to boost public revenue, helped bring 
inflation down to below 4 percent in 2000. 
 
2.7 Rwanda’s macroeconomic performance reflects credible policy implementation where 
revenue measures were undertaken to achieve fiscal sustainability, and meaningful actions 
were also taken to strengthen the administration of the public finance and the banking sector. 
Real GDP growth increased to 9.4 percent in 2002, driven by a construction boom and 
favorable weather conditions. That same year, however, the external current account deficit 
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deteriorated by about 1 percentage point of GDP, largely due to weak international markets 
for tea, coffee and cotton that accounted for 77 percent of exports in 2002. In 2003, 
macroeconomic performance fell short of expectations. After an extended period 
characterized by a strong expansion of economic activity, real GDP growth slowed to 0.9 
percent. Following exceptionally strong growth in 2002, food production fell well below the 
expected levels owing to poor rains. During the same period, a drop in export earnings 
combined with an increase in demand for foreign exchange led to a 15 percent depreciation 
of the Rwanda franc against the US dollar. However, implementation of economic policies 
improved considerably during 2004 despite crisis in the electricity sector and rising fuel 
prices. Inflation was kept at low levels around 5 percent since 2002 and large inflows of 
external assistance during the period helped strengthen the country’s official reserves 
position.  
 
2.8 Much progress was made during 2004 in implementing the structural agenda even 
though progress was slow in some areas mainly because of capacity constraints. Rwanda’s 
dependence on good weather and limited progress on export promotion constitute critical 
challenges to its poverty reduction strategy. Agricultural output remains vulnerable to adverse 
weather, and diversification of the export base has slowly but gradually improved since 2003. 
The continual development of Rwanda’s export base is a positive sign in the diversification 
of   export goods, reducing the country’s vulnerability to external shocks.  
 

C.  Structural Reforms in the Tea Sector 
 
2.9. The Government has successfully initiated substantial reforms in the tea sector, with a 
view to increasing production for exports and enhancing rural cash incomes. A new regulatory 
framework for the tea sector was adopted several years ago, and a revision of the legal mandate 
of the Rwanda tea board (OCIR-Thé) was adopted in 2003, converting it into an entity 
responsible for regulating, promoting, and monitoring the performance of the tea sector. Since 
2003, the Government of Rwanda has actively consulted with stakeholders (tea farmers, farmers 
associations, traders, processors, and exporters) and drawn up a comprehensive strategy to 
revive the tea sector. It has also encouraged the formation of tea farmers associations to facilitate 
communication with farmers and enhance the distribution and adoption of improved seedling 
and other inputs in remote regions.  
 
2.10 The privatization of at least two tea factories or estates managed by OCIR-Thé was part 
of the structural reform conditions to be met to reach the completion point. Unfortunately only 
the sale and transfer of the Pfunda tea factory was completed by end 2004, while the 
privatization process of the Mulindi tea factory was re-launched after the government had 
concluded that the initial process was not benefiting the economy.   

 
D. Social Reforms 
 

2.11 The Education sector, in 2003-2004, made significant progress in relation to 
planning, coordination of interventions and decentralization of services through the 
elaboration of its Education Sector Strategic Plan (ESSP). The primary enrollment rate 
reached 95 percent in 2004 as against 82 percent and 75 percent respectively in 2003 and 
2002. In addition the government has decided to build capacity in the management of the 
education sector at the primary and secondary levels, provide several years of free primary 
education, implement the trilingual language policy and subsidize private schools to promote 
girls’ education. Looking forward, a revised action plan that incorporates changes from the 
civil service reform related to teacher training, recruitment , deployment, and professional 
development ios scheduled to be adopted during 2005. 



 4

2.12 In the Health sector, reforms are well advanced and the government has been 
successful in addressing the problem of staffing and equipment of health centers. As a result, 
in 2004, 70 percent of district health centers were provided with the required staff. A micro 
insurance program established since 2003 now serves 500,000 beneficiaries. In 2004 the 
government adopted the Roll Back Malaria Strategic Plan for 2004-2010, a national malaria 
control plan in an effort to reduce the incidence of this number one cause of mortality. 
Implementation is ongoing with good progress in providing subsidized treatment, supporting 
distribution of impregnated bed nets, building on preventive treatment and addressing drug 
resistance. Moreover, with immunization rates now at 96 percent, progress has been made in 
reducing the incidence of communicable diseases, and the share of births attended by 
qualified health personnel has increased by 3 percent. The government is also implementing 
its national Reproductive Health Policy which focuses on: good motherhood and infant 
health, family planning, adolescent health, and prevention and care of sexual violence and 
empowerment of women. 
 
2.13 In the case of HIV/AIDS, a multisectoral approach has been adopted, including an 
AIDS control policy. The 2002-2006 HIV/AIDS Strategic Plan was prepared in a 
participatory fashion, validated by all key stakeholders in 2002 and adopted by the cabinet in 
February 2003. Implementation is satisfactory, with notable progress in decentralizing the 
program to the provinces, mobilizing all segments of the population, improving sentinel 
surveillance, expanding HIV testing and increasing access to Anti-Retroviral (ARV) 
treatment. Despite these advances, substantial additional progress is required to make 
essential drugs available 100 percent of the time.  
 
2.14 Concerning Gender, much progress has been made in integrating women and their 
concerns into Rwanda’s policies and law. A Gender Action Plan (2001-05) was adopted by 
Cabinet at end-2000, and a Comprehensive Gender Action Plan to eliminate gender 
disparities in the law was adopted in 2003. Implementation of the Plan is ongoing, and the 
impact of the Plan is that the Constitution now includes gender sensitive reforms , the Land 
Law has been enacted, and an anti-discrimination law has been adopted. The Action Plan is 
under implementation to ensure that opportunities are equitable between women and men, 
girls and boys.  
 
2.15 Progress made with structural and social reforms over and above the completion point 
triggers is documented in the Annual Progress Reports (APRs). Particularly noteworthy was 
the progress in re-establishing the critical elements of an effective state through the adoption 
of a new Constitution in May 2003, followed by Presidential elections in August and 
Legislative polls in September-October in the same year. 

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

2.16 Poverty reducing priority programs in the budget are clearly identified in the 
government budget. They are occasionally reclassified, as new priorities emerge, or as old 
ones become less pressing. They are also protected from expenditure cuts in the budget, and 
since 2001 Rwanda has continually met the target of increasing by 0.1 percent (over the 
previous year’s GDP) resource allocation to these programs. The key priority programs 
include programs in the education and health sectors, HIV/AIDS prevention, gender equality, 
key economic services in agriculture and rural infrastructure, as well as administrative 
services such as justice and law enforcement. The majority of budget spending for priority 
programs is for social sector programs2.  
                                                 
2 For details on actual percentage increases in budget spending for social sector priority programs, see “Rwanda: 
Poverty Reduction Strategy Paper – First and Second Annual Progress Reports”, ref.: EBD/04/47 (21/05/2004); 
EBD/05/30 (22/3/2005), and IDA No.31679-RW (03/2005). 
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2.17 After the interim debt relief in 2001, poverty spending has increased steadily from 4 
percent of GDP in 2000 to 6.5 percent of GDP in 2003. Poverty reducing spending on 
average increased 4.1 percent during 1999-2001 to 6.9 percent during 2002-2004. This 
increase reflects a slightly higher allocation to education and health, as well as a focus on 
new priorities such as infrastructure and decentralization, and in 2004, electricity and export 
promotion. Since 2002, priority spending has been guided by the PRSP. In the first ten years 
after the completion point, Rwanda is expected to save approximately US$48 million 
annually in debt service costs to be allocated to priority program areas. 
 
 
III.        HIPC COSTS  

 
Breakdown of Total HIPC Costs among Creditors 

 
3.1 Of the combined total debt relief at decision point, and topping up at the completion 
point, amounting to US$695.5 million in NPV terms, multilateral creditors will account for 
US$630.5 million (90.6 percent) of Rwanda’s debt relief, while bilateral and commercial 
creditors will deliver US$65.1 million (9.4 percent)3. The Bank Group’s share of debt relief 
will amount to US$116.1 million in NPV terms, which is equivalent to about 18.4 percent of 
the multilateral creditors’ assistance, and about 16.7 percent of total assistance from all 
creditors. Table 1 below shows a breakdown of the total cost of US$695.5 million debt relief 
in NPV terms, among the bilateral and multilateral creditors. 
 
Table 1.     Breakdown of Rwanda’s HIPC Debt Relief Costs in NPV terms 

(US$ million) 
 

Cumulative assistance 
 at Completion Point  

Creditors Decision Point 
Assistance 

 (1) 

Topping up 
Assistance 

 (2) Total 
(3)=(1)+(2) 

Percent of 
multilateral 
assistance 

Percent of total 
assistance 

1- Bilateral & Com. Creditors 56.5 8.6 65.1 - 9.4 
2- Multilateral Creditors 396.0 234.5 630.5 100.0 90.6 
    of which      
         Bank Group 74.98 41.12 116.10 18.4                        16.7 
         IDA 227.5 154.2 381.7 60.5                          54.9 
         IMF 43.8 19.6 63.4 10.1                            9.1 
         Other Creditors 49.7 19.6 69.3 11.0                          10.0 
Total Debt Relief  452.4 243.1 695.5 - 100.0 
 
Source: Bank Group HIPC database 
             IMF/IDA, “Rwanda: Enhanced HIPC Completion Point Document, March 2005, tables 9 & 14 Pp. 43 & 48 
              
3.2 Chart 1 below shows a breakdown of the topping up cost of US$ 243.1 million, 
among all the creditors. The Bank Group will contribute US$ 41.12 million, representing 
16.9 percent and 17.5 percent of the total cost from all creditors and multilateral creditors, 
respectively. 
 

                                                 
3 IMF/IDA: Rwanda: Completion Point document under the Enhanced HIPC Initiative, 25 March 2005, Tables 9 
and 14, Pages 43 and 48. 
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Chart 1: Breakdown of Topping up Cost of Debt Relief by Creditors 
 

Bank Group
16.9%

IDA
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IMF
8.1%

Other Multilaterals
8.1%

Bilateral & Com. 
Creditors

3.5%

 
Consideration for a Topping-Up of Assistance at Completion Point 
 
3.3 In conformity with provisions of the enhanced HIPC framework, the Boards of 
Directors of the World Bank and the IMF are expected to revise the figures for debt relief at 
completion point if exogenous factors change fundamentally a country’s economic 
circumstances and its debt sustainability deteriorates. In the case of Rwanda, based upon 
updated debt sustainability analysis, the NPV of debt to exports ratio at end-2003 has 
substantially increased above the 150 percent threshold to reach 320 percent, even after 
additional bilateral relief. The exogenous key factors considered were: (i) changes in 
exchange rates; (ii) changes in discount rates since the decision point in December 2000; (iii) 
the increased NPV value of new borrowings; and (iv) the low growth in export earnings.  
 
3.4 First, the impact of a weakening US dollar on Rwanda’s nominal debt stock at end-
2003, as denominated in SDR, was significant. Moreover, Rwanda’s revenues from exports 
are also denominated in U.S. dollars, leading to a substantial deterioration of its debt to 
exports ratio at completion point at around 320 percent. Second, there was a significant 
decline in the international discount rates used in the calculation of the country’s debt burden 
in NPV terms. The U.S. dollar and Euro discount rates for example, between the decision and 
completion point, decreased from 7.04 percent to 4.47 percent and from 5.47 percent to 4.63 
percent respectively. The fall in all world interest rates also had an impact on Rwanda’s 
export earnings through lower future prices as well as volume. Third, the fact that Rwanda 
finally borrowed less than projected at decision point has relatively lowered the impact of 
new borrowings on the debt ratio. However, this fall in the ratio was insufficient to 
compensate for the significant increase in the value of the NPV of debt using an appropriate 
SDR discount rate instead of the high U.S. dollar discount rate at decision point. Fourth, the 
unexpected decline in Rwanda’s export prices reflecting a much lower export growth than 
expected at decision point also contributed to the increase of the debt to export ratio at 
completion point.  
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3.5 Accordingly, the Boards of the IMF and the World Bank recommended additional 
debt relief (“topping up”) at the completion point of US$243.1 million in end-2003 NPV 
terms. The NPV of debt to exports ratio, after full delivery of the topping up assistance is 
projected to rise from 150 percent in 2003, to 200 percent in 2007, and fall back to 150 
percent in 2014, going forward.  
 
IV. ASSISTANCE DELIVERED DURING THE INTERIM PERIOD  
 
4.1 The Bank Group’s debt relief to Rwanda during the interim period was US$20.05 
million in nominal terms, equivalent to US$17.98 million in end-1999 NPV terms. The 
amount was less than the 40 percent ceiling of interim debt relief delivered as a share of total 
HIPC assistance approved at decision point.  
 
4.2 Due to the failure by Rwanda to reach the completion point by the expected date of 
end-December 2004, and since the interim resources provided by the HIPC Trust Fund had 
been exhausted, the country had to pay its full debt service due for the 3-month period from 
end December 2004 up to the present (June 2005).. These debt service payments need to be 
compensated for in order to maintain the original amount of debt relief committed by the 
Bank Group of US$74.98 million in 1999 NPV terms. For that reason, it is proposed to 
extend the original debt relief schedule, which would mean an increase of total debt relief 
from US$ 141.15 million to US$ 147.19 million, in nominal terms (see Annex IV). 
 
V.          BANK GROUP INVOLVEMENT IN THE PRSP  PROCESS 

 
5.1 Rwanda’ PRSP adopted by the government in 2002 targets reduction of poverty by 
half in the country over the next 15 to 20 years through a private sector and rural-led growth 
strategy. The two progress reports on implementation of the PRSP issued in 2003 and 2004 
indicate that Rwanda’s implementation of macroeconomic policies, private sector regulatory 
environment, public service reforms, good governance and economic infrastructure and social 
sector development were broadly satisfactory since the decision point. However the reports 
also conclude that improved commitments were still needed in agricultural productivity, 
export promotion and medium term fiscal revenue performance in line with the objectives 
under the PRGF arrangement. Looking ahead, Rwanda’s authorities need to sustain rapid 
economic growth, develop and implement coherent sectoral strategies and priority programs 
to achieve the poverty reduction objectives. 
 
5.2 The Bank Group’s strategy reflected in the updated Country Strategy Paper (CSP)4 for 
Rwanda is based under the guiding principles of selectivity, country ownership, participatory 
approach and strategic partnership emphasized by the Bank Group’s Strategic Plan. Under 
the ADF-IX enhanced performance-based allocation system, the Bank Group approved for 
Rwanda a total  amount of UA 73.73 million (including a maximum of UA 15.50 million in 
the form of grants) from its basic allocation (UA 43.77 million) and additional resources from 
the reallocation exercise (UA 29.96 million), as at end April 2005, to be utilised for poverty 
reduction projects in accordance with the operational priorities contained in its CSP 2002-
2004. 
 
5.3 Bank Group operations concentrated, under the ADF-IX cycle, on in few areas where 
productivity and poverty reduction constitute the primary goal and where the effects of 
measures taken are geared toward achieving the MDGs. To improve agriculture productivity, 
the Bank approved an environmental development project worth UA 1.0 million. The Bank 

                                                 
4 Rwanda: Country Strategy Paper 2002-2004 update (Ref. ADF/BD/WP/2003/55/Add.2 – 28 September 2004) 
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also contributed to finance two public utilities projects in its Rural Water Supply and 
Sanitation (RWSS) initiative worth UA 13.0 million and UA 18.77 million respectively. In 
multi-sector operations the Bank has provided financing to support HIV/AIDS control in 
Rwanda, a project worth UA 2.0 million.  
 
5.4 Looking ahead, during the ADF-X cycle, Rwanda’s new second generation results-
based CSP is expected to be ready for Board presentation by August 2005. The new CSP is 
expected to have about UA 50.0 million as its ADF performance-based indicative resource 
allocation envelope for new projects and programs over the 3-year period, 2005-2007. 
 
VI. UPDATED DEBT SUSTAINABILITY AND SENSITIVITY ANALYSIS 
 

A. Updated Debt Sustainability Analysis at end-2003 
 
6.1 Based on Rwanda’s reconciled debt data, the country’s debt relief at completion point 
was confirmed as US$452.4 million in end-1999 NPV terms as approved at decision point. 
However on the basis of end-2003 loan-by-loan debt data, Rwanda’s nominal stock of debt 
reached US$1.6 billion, compared with US$1.3 billion at end-1999. After full application of 
traditional debt relief mechanisms, assistance committed under the HIPC initiative, and 
bilateral debt relief beyond HIPC, the NPV of debt is reduced to US$457.1 million 
representing 320 percent of exports, a considerable increase from a projected 193 percent 
debt-to-exports ratio at decision point.  
 
6.2 The net increase in the value of the NPV of debt-to-exports ratio between the decision 
point in 2000 and end-2003 provides justification (as stated in paragraph 3.4) for additional 
debt relief at the completion point (“topping-up”) in light of the impact on the country’s long-
term adjusted economic circumstances during the entire projection period. Among the most 
important factors behind the changes5 are: (i) the slower economic growth; (ii) the more 
conservative export outcomes to reflect the less favorable agricultural production conditions; 
and (iii) the decreasing share of concessional financing over the period of projection, 2000-
2003, relative to that predicted at the time of the decision point.  
 

B. Sensitivity Analysis 
 

6.3 An assessment of Rwanda’s debt sustainability was undertaken by examining its 
sensitivity under three alternative scenarios: (i) lower commodity prices and increase in 
import prices; (ii) decrease of external assistance in the form of grants; and (iii) higher GDP 
growth that would lower external financing in the form of loans. 
 
6.4 The first scenario indicates that Rwanda remains highly vulnerable to declines in 
commodity prices. Assuming a sharp fall of 25 percent in export prices that would lead to 
reduction in export volume growth and a simultaneous increase in import prices by 10 
percent, the impact on the debt to export ratio will be such that the ratio will rise to 383 per 
cent in 2007, and remain relatively higher than in the base case and significantly above the 
threshold of 150 percent over the projection period.   
 
6.5 Concerning the second scenario, the projections made show that a shortfall in grant 
financing would result in an unsustainable external debt situation where the NPV of debt to 
exports ratio would peak at 391 percent in 2009 compared to 290 percent in the base case 

                                                 
5  IMF/IDA, “Rwanda: Completion Point Document for the Enhanced Heavily Indebted Poor Countries (HIPC) 
Initiative”, March 2005; See Box 3, page 19.  
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scenario. The ratio would remain on average in that range during the following years of the 
projection period, significantly higher than in the base case scenario and largely above the 
threshold.  
 
6.6 The third scenario assumes a higher GDP growth driven by stronger export 
performance and exceeding on average by 1.5 percentage point the assumption in the baseline 
scenario. This case would result in Rwanda borrowing less, improving at the same time the 
debt-to-exports ratio  would fall below the threshold of 150 percent  in 2022 and reach 134 
percent the following year.  
 
6.7 Overall, the sensitivity analysis shows that a high and sustained level of grant 
financing, strong export growth, and a focus on further revenue mobilization are key to 
improving Rwanda’s debt situation. This calls for strengthening the regulatory environment 
and infrastructure as well as implementing the export promotion strategy to lay the basis for 
strong, export-oriented growth. Nevertheless, an improvement in the NPV of debt-to-exports 
ratio will require significant external support in the form of grants. 
 
VII.         PROPOSED DELIVERY MODALITY 
 
7.1   At the decision point, the Boards of Directors of the IMF and the World Bank approved 
the proposal that the debt relief assistance to Rwanda be geared towards smoothing the time 
profile of Rwanda’s debt service to the BWIs and the other multilateral creditors. For the 
Bank Group, the bulk of the debt relief would be provided between 2001-2031 when debt 
service obligations are the highest, until the required NPV of debt reduction is achieved in 
2031. 
 
7.2   As Rwanda had reached the completion point in April 2005, it is proposed that the Bank 
Group makes a commitment to provide irrevocable debt relief of US$74.98 million in end-
1999 NPV terms equivalent to US$ 147.19 million in nominal terms. In addition to this 
commitment at decision point, the country will benefit from a topping-up additional 
assistance of US$41.12 million in end-2003 NPV terms (US$75.11 million, in nominal 
terms) with effect from 2005 as per the debt relief schedule.6The debt relief would be 
provided by releasing Rwanda from up to 85 percent of its debt service obligations to the 
Bank Group each year, until the entire amount is delivered. The total debt relief would be 
delivered by October 2031. 
 
 
 
 

                                                 
6 See Annexes IV and V for more details on these debt reliefs. 
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Chart 2: Impact of Debt Relief on Rwanda’s Bank Group Debt Service Profile 
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  Source: Annex V 
 
7.3   The impact of debt relief on Rwanda’s debt service profile is illustrated in Chart 2 above. 
The country’s debt service profile before and after HIPC assistance, including the topping up 
assistance, is shown in Annex V. The significant shift in year 2005 is mainly explained by the 
fall in HIPC assistance due to the suspension of debt relief assistance during the first quarter of 
the year. The revised debt relief committed at decision point due to Rwanda from the Bank 
Group was scheduled over 27 years. The Bank Group will annually deliver an average of debt 
relief assistance (including the topping up)  of about US$ 7.2 million, against US$ 5.5 million in 
the previous HIPC assistance program. 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 
 
7.4 Debt relief for Rwanda is to be provided, under the enhanced HIPC framework, in 
accordance with the terms described in the preceding paragraphs. These terms will be 
implemented by: 

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

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

 
(iii) A HIPC Trust Fund Grant Agreement between the Bank Group, the International     

Development Association (IDA) and the Government of Rwanda.  
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VIII. INDICATIVE FINANCIAL ARRANGEMENTS   

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

Table 2: Indicative Financing Arrangements 
 

(US$ million, NPV terms) 
 

Sources of Financing Total Contribution Percent (%) 
   
Internal Resources 23.22 20 
                 Of which   
                           ADB               0.03                       0.13 
                           ADF                  22.71                       97.80 
                           NTF               0.48                       2.07 
   
   
European Commission pledge 46.44 40 
   
HIPC Trust Fund 46.44 40 
   
TOTAL 116.10 100 

 
IX RECOMMENDATIONS 
 
9.1 The Boards of Executive Directors are invited to: 
 

• Note the justifications for Rwanda’s qualification for HIPC assistance at its 
completion point, under the enhanced HIPC framework; and 

• Approve the completion point for Rwanda as well as the proposed HIPC assistance of 
US$74.98 million in end-1999 NPV terms plus topping-up assistance of US$41.12 
million in end-2003 NPV terms according to the indicative financial arrangements 
presented in Section VIII. 



 

  

Annex I 
 

AFRICAN DEVELOPMENT BANK 
 

   HIPC Debt Relief Schedule 
    (in US$ millions) 

RWANDA    
 

 

Completion Point Date 
April 2005 

Calendar Year  TOTAL 
ADB 

TOTAL 
BANK GROUP 

 2001  0.058022 4.337314 
 2002  0.053413 5.054840 
 2003  0.049795 5.141349 
 2004  - 5.518600 
 2005  - 3.495615 
 2006  - 6.849087 
 2007  - 7.063258 
 2008  - 7.613085 
 2009  - 7.905431 
 2010  - 7.571211 
 2011  - 7.680876 
 2012  - 8.034113 
 2013  - 8.097547 
 2014  - 7.920449 
 2015  - 7.871061 
 2016  - 7.824779 
 2017  - 7.772285 
 2018  - 7.835285 
 2019  - 8.301447 
 2020  - 8.249752 
 2021  - 7.957862 
 2022  - 7.816332 
 2023  - 7.703114 
 2024  - 7.593610 
 2025  - 7.528897 
 2026  - 7.342387 
 2027  - 7.297338 
 2028  - 7.481958 
 2029  - 7.410481 
 2030  - 7.194386 
 2031  - 6.829997 

   0.161231 222.293745 
Summary     

 Total Nominal Relief                  US$ 222.293745 mn  
                       ADB                     US$ 0.161231 mn  
                       ADF                  US$ 218.334858 mn  
                       NTF US$ 3.797656 mn  
 Total NPV Relief US$ 116.098630 mn  
                        1999 NPV  US$ 74.980450 mn  
                        2003 NPV  US$ 41.118180 mn  
 Duration  31 years  

 



 

  

Annex II 
 

AFRICAN DEVELOPMENT FUND 
 

   HIPC Debt Relief Schedule 
    (in US$ millions) 

RWANDA     
Completion Point Date 
April 2005 

Calendar Year  TOTAL 
ADF 

TOTAL 
BANK GROUP 

 2001  4.279292 4.337314 
 2002  5.001427 5.054840 
 2003  5.091553 5.141349 
 2004  5.518600 5.518600 
 2005  3.207813 3.495615 
 2006  6.285500 6.849087 
 2007  6.517248 7.063258 
 2008  7.084420 7.613085 
 2009  7.394435 7.905431 
 2010  7.165183 7.571211 
 2011  7.288970 7.680876 
 2012  7.656271 8.034113 
 2013  7.912727 8.097547 
 2014  7.920449 7.920449 
 2015  7.871061 7.871061 
 2016  7.824779 7.824779 
 2017  7.772285 7.772285 
 2018  7.835285 7.835285 
 2019  8.301447 8.301447 
 2020  8.249752 8.249752 
 2021  7.957862 7.957862 
 2022  7.816332 7.816332 
 2023  7.703114 7.703114 
 2024  7.593610 7.593610 
 2025  7.528897 7.528897 
 2026  7.342387 7.342387 
 2027  7.297338 7.297338 
 2028  7.481958 7.481958 
 2029  7.410481 7.410481 
 2030  7.194386 7.194386 
 2031  6.829997 6.829997 
   218.334858 222.293745 

Summary     
 Total Nominal Relief                     US$ 222.293745 mn  
                       ADB                         US$ 0.161231 mn  
                       ADF                     US$ 218.334858 mn  
                       NTF US$ 3.797656 mn  
 Total NPV Relief US$ 116.098630 mn  
                        1999 NPV  US$ 74.980450 mn  
                        2003 NPV  US$ 41.118180 mn  
 Duration  31 years  



 

  

Annex III 
NIGERIA TRUST FUND 

 

   HIPC Debt Relief Schedule 
    (in US$ millions) 

RWANDA     
Completion Point Date 
April 2005 

Calendar Year  TOTAL 
NTF 

TOTAL 
BANK GROUP 

 2001  - 4.337314 
 2002  - 5.054840 
 2003  - 5.141349 
 2004  - 5.518600 
 2005  0.287802 3.495615 
 2006  0.563587 6.849087 
 2007  0.546010 7.063258 
 2008  0.528665 7.613085 
 2009  0.510996 7.905431 
 2010  0.406028 7.571211 
 2011  0.391906 7.680876 
 2012  0.377842 8.034113 
 2013  0.184820 8.097547 
 2014  - 7.920449 
 2015  - 7.871061 
 2016  - 7.824779 
 2017  - 7.772285 
 2018  - 7.835285 
 2019  - 8.301447 
 2020  - 8.249752 
 2021  - 7.957862 
 2022  - 7.816332 
 2023  - 7.703114 
 2024  - 7.593610 
 2025  - 7.528897 
 2026  - 7.342387 
 2027  - 7.297338 
 2028  - 7.481958 
 2029  - 7.410481 
 2030  - 7.194386 
 2031  - 6.829997 
   3.797656 222.293745 

Summary     
 Total Nominal Relief                           US$ 222.293745mn  
                        ADB                               US$ 0.161231 mn  
                        ADF                          US$ 218.334858 mn  
                        NTF US$ 3.797656 mn  
 Total NPV Relief US$ 116.098630 mn  
                        1999 NPV  US$ 74.980450 mn  
                        2003 NPV  US$ 41.118180 mn  
 Duration  31 years  



 

  

Annex IV 
AFRICAN DEVELOPMENT BANK GROUP 

   Revised HIPC Debt Relief Schedule 
    (in US$ millions) 

RWANDA     

Completion Point 
Date 
April 2005 

Calendar year Total Debt  Relief 
Approved at Decision 

Point** 

Topping Up 
Assistance  

TOTAL 
 

 2001 – Dec. 2004* 20.052103 - 20.052103 
 2005 2.762280 0.733335 3.495615 
 2006 5.205633 1.643454 6.849087 
 2007 5.378233 1.685025 7.063258 
 2008 5.808733 1.804352 7.613085 
 2009 6.011737 1.893694 7.905431 
 2010 5.780847 1.790363 7.571211 
 2011 5.782330 1.898546 7.680876 
 2012 6.008228 2.025885 8.034113 
 2013 6.019768 2.077779 8.097547 
 2014 5.820165 2.100284 7.920449 
 2015 5.783797 2.087263 7.871061 
 2016 5.749628 2.075152 7.824779 
 2017 5.711062 2.061222 7.772285 
 2018 5.687128 2.148157 7.835285 
 2019 5.985086 2.316360 8.301447 
 2020 5.947901 2.301851 8.249752 
 2021 5.907139 2.050723 7.957862 
 2022 5.868165 1.948167 7.816332 
 2023 5.829192 1.873922 7.703114 
 2024 5.723522 1.870088 7.593610 
 2025 5.615889 1.913008 7.528897 
 2026 5.577932 1.764455 7.342387 
 2027 3.170213 4.127126 7.297338 
 2028 - 7.481958 7.481958 
 2029 - 7.410481 7.410481 
 2030 - 7.194386 7.194386 
 Jan-Oct. 2031 - 6.829997 6.829997 
      
 TOTAL 147.186712 75.107033 222.293745 

* Cumulative of the total debt relief provided during the interim period 
** The schedule is revised in order to take account of the period for which no debt relief was provided because of suspension 
of debt relief as Rwanda had not reached its completion point as scheduled. Debt relief resumes at the completion point in 
April 2005. 

 
 



 

  

 
Annex V 

 
Rwanda: HIPC Debt Relief Assistance Impact on Debt Service Profile  

                                                                     (US$ million)     
     

Debt service prior 
HIPC assistance 

Debt service after 
Decision Point assistance 

Total debt relief, 
including Topping up 

Debt service after 
 HIPC assistance 

2001 5.422 1.084 4.337 1.084 
2002 6.319 1.264 5.055 1.264 
2003 6.427 1.285 5.141 1.285 
2004 6.898 1.380 5.519 1.380 
2005 8.217 5.454 3.496 4.721 
2006 8.057 2.852 6.849 1.208 
2007 8.337 2.959 7.063 1.274 
2008 8.976 3.167 7.613 1.363 
2009 9.331 3.320 7.905 1.426 
2010 8.939 3.158 7.571 1.368 
2011 9.062 3.280 7.681 1.381 
2012 9.462 3.454 8.034 1.428 
2013 9.535 3.516 8.098 1.438 
2014 9.335 3.515 7.920 1.415 
2015 9.277 3.493 7.871 1.406 
2016 9.222 3.473 7.825 1.398 
2017 9.161 3.450 7.772 1.388 
2018 9.228 3.541 7.835 1.392 
2019 9.782 3.797 8.301 1.481 
2020 9.721 3.774 8.250 1.472 
2021 9.393 3.486 7.958 1.435 
2022 9.232 3.364 7.816 1.416 
2023 9.103 3.274 7.703 1.400 
2024 8.964 3.240 7.594 1.370 
2025 8.875 3.259 7.529 1.346 
2026 8.664 3.086 7.342 1.322 
2027 8.387 5.217 7.297 1.089 
2028 8.313 8.313 7.482 0.831 
2029 8.234 8.234 7.410 0.823 
2030 7.994 7.994 7.194 0.799 
2031 7.677 7.677 6.830 0.847 
 265.545 118.358 222.294 43.251 

     
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Annex VI 

IMF/World Bank: HIPC Completion Point Document for Rwanda 

 

http://www.imf.org/external/pubs/ft/scr/2005/cr05173.pdf 

 

http://www.imf.org/external/pubs/ft/scr/2005/cr05173.pdf



