
July 2006 

AFRICAN DEVELOPMENT BANK GROUP 

 

 

 

 

 

 

 

CAMEROON: HIPC APPROVAL DOCUMENT 

COMPLETION POINT UNDER THE ENHANCED 

FRAMEWORK 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



TABLE OF CONTENTS 

Page 

List of Acronyms and Abbreviations         ii 

Executive Summary          iii 

I  Introduction           1 

II  Assessment of Cameroon’s Qualification for the Completion Point    1 

III  Total External Debt at Decision and Completion Points and its Breakdown  

Among Creditors          8 

IV  HIPC Assistance at Completion Point and its Breakdown among 

Creditors           8 

V  Assistance Delivered During the Interim Period      9 

VI  Creditor Participation in the Multilateral Debt Relief Initiative (MDRI)   9 

VII  Bank Group Involvement in the Poverty Reduction Strategy of Cameroon.   9 

VIII  Status of Cameroon’s External Debt After Debt Relief     10 

IX  Cameroon’s Debt Sustainability Outlook        10 

X  Proposed Delivery Modality        12 

- Legal Aspects of Debt Relief Operations       13 

XI  Indicative Financing Arrangements       13 

XII  Recommendations          13 

 

Tables 

Table 1: Breakdown of Cameroon’s HIPC Debt Relief Costs     8 

Table 2: Indicative Financing Arrangements       13 

 

Charts 

Chart 1: Impact of Debt Relief on Cameroon’s Bank Group Debt Service Profile   12 

 

Annexes 

Annex I:  African Development Bank HIPC Debt Relief Schedule     14 

Annex II:  African Development Fund HIPC Debt relief Schedule    15 

Annex III:  African Development Bank Group: Summary of HIPC Debt Relief Schedule  

Revised          16 

Annex IV:  Cameroon: HIPC Debt Relief Assistance Impact on Debt Service Profile   17  

Annex V:  Enhanced HIPC Completion Point Document for Camroon  

- IMF/ World Bank        18  



 ii 
 

LIST OF ACRONYMS AND ABBREVIATIONS 
 
 

ADB   African Development Bank 
ADF   African Development Fund 
BEAC   Bank of Central African States 
BICEC   Commercial Bank of Cameroon 
CAMAIR  Cameroon Airlines 
CAMSUCO  Cameroon Sugar Company 
CAMTEL  Cameroon Telecommunications 
CDC   Cameroon Development Corporation 
CEMAC  Central African Economic and Monetary Community 
CNR   Cameroon Re-insurance Company 
CPAR   Country Procurement Assessment Review  
EU   European Union 
EDF/EIB  European Development Fund/European Investment Bank 
EITI   Extractive Industries transparency Initiative 
GDP   Gross Domestic Product 
HCC   HIPC Consultative Committee   
HIPCs   Heavily Indebted Poor Countries 
HIPC-APP  HIPC tracking Assessment and Action Plan  
HIV/AIDS  Human Immunodeficiency Virus/Acquired Immune  
                                    Deficiency Syndrome 
ICR   Implementation Committee Report   
IDA   International Development Association of the World Bank 
IMF   International Monetary Fund 
MDGs   Millennium Development Goals 
MDRI   Multilateral Debt Relief Initiative   
NPV   Net Present Value 
PAP   Priority Action Plan 
PFM   Public Finance Management 
PNG   National Governance Program  
PRSP   Poverty Reduction Strategy Paper  
RMC   Regional Member Country  
SACIII   Third Structural Adjustment Credit  
SMP   Staff Monitored Program 
SNEC   Cameroon Water Corporation 
SNH   National Oil Company  
SOCAPALM  Cameroon Palm Oil Company  
SOCAR  Cameroon Insurance Company  
SODECOTON Cotton Development Company                

 
 
 
 
 
 
 
 
 



iii 

 

CAMEROON – HIPC APPROVAL DOCUMENT 

COMPLETION POINT UNDER THE ENHANCED FRAMEWORK 

 

EXECUTIVE SUMMARY 

 

Background 

On May 1, 2006, the Republic of Cameroon became the 15th 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, for the country, 

approximately US 1.27 billion of debt relief in end-1999 NPV terms, equivalent to 27 

percent reduction of Cameroon’s debt relief (in NPV terms) after traditional debt relief. 

Assessment of Qualifications for the Completion Point 

In line with the enhanced HIPC framework arrangement at decision point, Cameroon had 

to fulfill six key conditions to reach completion point. These were (i) preparation of a 

full PRSP and its satisfactory implementation for at least one year; (ii) maintenance of a 

stable macroeconomic environment; (iii) satisfactory use of the budgetary savings from 

the interim debt service relief; (iv) satisfactory implementation and conclusion of 

structural reforms supported by the Third Structural Adjustment Credit (SACIII); (v) 

satisfactory implantation of governance and anticorruption measures; and (vi) 

satisfactory implementation of key social reforms. Cameroon has met most of the 

triggers that were set at the decision point to monitor its progress in meeting the 

completion point conditions under the enhanced HIPC framework. 

Total External Cost and its Breakdown among Creditors 

The revised nominal debt stock of Cameroon, as at end-June 1999, was US$ 7,819 

million at completion point. Debt stock to the multilateral creditors accounted for 21 

percent with the Bank Group’s debt stock accounting for 4 percent of the total debt 

stock. Debt stock to the Paris-Club bilateral creditors accounted for 69 percent, that to 

the non-Paris-club bilateral creditors accounted for 1 percent, and that to commercial 

creditors accounted for 9 percent. 

HIPC Assistance at Completion Point and its Breakdown 

The total debt relief to Cameroon under HIPC is US$ 1.267 billion in end-1999 NPV 

terms, equivalent to 27 percent reduction in Cameroon’s NPV of debt after traditional 

debt relief. Of the total HIPC debt relief, multilateral debt relief is US$ 323 million (25.5 

percent), bilateral debt relief is US$ 879 million (69.4 percent), and commercial creditors 

debt relief is US$ 65 million (5.1 percent). Debt relief of US$ 79 million in end-1999 

NPV from the ADB Group accounts for 24.5 percent of the multilateral debt relief and 

6.3 of the total debt relief. Of the total multilateral debt relief, the IMF has extended US$ 

14.6 million, the World Bank has extended US$ 60 million, the ADB Group has 

extended US$ 31.44 million, and the EU(EDF/EIB) has extended US$ 7.4 million, 

within the interim period from decision point to completion point. 
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Impact of the MDRI 
Reaching completion point debt relief under the enhanced HIPC Initiative, qualifies 
Cameroon for additional debt cancellation from IMF, World Bank (IDA) and the 
African Development Fund (ADF) under the MDRI. The total debt relief benefits for 
Cameroon from the ADF under the MDRI is estimated at UA 156.5 million over the 
approximately 50 year period of the Initiative, from 2006 – 2054.  This is equivalent 
to US$ 229.04 million at ADF-X replenishment specific exchange rates. 
 
Debt Sustainability and its Sensitivity 
After full delivery of HIPC Initiative assistance committed at decision point, the NPV 
of Cameroon’s external debt at-end 2005 would be US$ 2.2 billion equivalent to 61 
percent of debt-to-export ratio. When bilateral debt relief beyond the HIPC is taken 
into account, the NPV of debt-to-exports ratio is further reduced to 31 percent. The 
NPV of debt-to exports ratio is considerably lower than the 150 percent HIPC 
threshold. Results from a debt sustainability analysis indicate that after the enhanced 
HIPC relief, NPV of debt-to-exports ratio would drop from 153 percent at end-2005 
to 53.2 percent in 2006, average about 59 percent from 2006 to 2015, and about 100 
percent for the period 2016-2015. After additional bilateral debt relief, and MDRI,  
the NPV of debt-to-exports ratio, the NPV of debt-to-GDP ratio and the NPV of debt-
to-revenue ratio, are all projected to be below the HIPC thresholds of 150 percent, 40 
percent, and 250 percent, respectively, from 2006 to 2025.  
 
The sensitivity of the long-term debt sustainability is examined under the two 
scenarios of lower export prices and lower growth.  The results show that Cameroon’s 
debt could be unsustainable in the long run if faced with severe adverse shocks.  This 
underscores the importance of pursuing export diversification and prudent fiscal and 
borrowing policies to avoid the problem of unsustainable external debt. 
 
Delivery Modality and Indicative Financing Arrangement 
It is proposed that the Bank Group makes a commitment to provide Cameroon with an 
irrevocable debt relief of US78.84 million in end-1999 NPV terms equivalent to US$ 
100.51 million in nominal terms from December 2000 to April 2011. Twenty (20) 
percent of the debt relief would be financed from internal resources, 40 percent from 
the European Commission pledges and 40 percent from the HIPC Trust Fund. 
 
Recommendations 
The Boards of Executive Directors are invited to note Cameroon’s qualification for 
HIPC assistance at its completion point under the enhanced HIPC Initiative and to 
approve the proposed HIPC assistance of US$ 78.84 million in end-1999 NPV terms, 
equivalent to US$ 100.51 in nominal terms from December 2000 to April 2011.  
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CAMEROON – HIPC APPROVAL DOCUMENT 
COMPLETION POINT UNDER THE ENHANCED FRAMEWORK 

 
I.  INTRODUCTION 
 
1.1   Cameroon reached its decision point in October 2000 and qualified for US$1.26 
billion of total debt relief assistance in end-1999 NPV terms. The debt relief was 
calculated to bring the NPV of debt to the equivalent of 150 percent of exports based 
on prices at the end of June 19991.  On May 1 2006, Cameroon became the 15th 
regional member country (RMC) to reach completion point under the enhanced HIPC 
Initiative.  As a result, the Boards of Directors of the IMF and the World Bank 
approved, for the country, approximately US$ 1.272 billion of debt relief in end 1999 
NPV terms, equivalent to 27 percent reduction of Cameroon’s debt relief (in NPV 
terms) after traditional debt relief3.   
 
1.2   This document presents the justification for Cameroon’s qualification for HIPC 
assistance and the proposed plan for financing the Bank Group’s share of debt relief 
which amounts to US$78.84 million in 1999 NPV terms, equivalent to 24.5 percent of 
the total multilateral debt relief, and 6.3 percent of the total debt relief from all 
creditors.  
 
1.3   Following this introductory section, Section II assesses Cameroon’s performance 
in fulfilling the conditions to reach the completion point. The total external debt and 
its breakdown are presented in Section III. Section IV presents the HIPC assistance at 
completion point and its breakdown among creditors. Section V shows the HIPC debt 
relief assistance delivered by the Bank Group during the interim period while Section 
VI looks at creditor participation in the MDRI on Cameroon.  The Bank Group’s 
operations in Cameroon are reviewed in Section VII, with particular reference to the 
Bank’s involvement in the Cameroon’s poverty reduction strategy.  Section VIII looks 
at the status of Cameroon’s external debt after debt relief, while Section IX 
summarizes the sustainability of Cameroon’s external debt and the sensitivity of the 
debt sustainability to negative external shocks.  The details of the proposed delivery 
modality are presented in Section X, the indicative financing plan is presented in 
Section XI, and the recommendations for the Boards consideration are contained in 
Section XII.  
 
II    ASSESSMENT OF CAMEROON’S QUALIFICATION FOR THE  
       COMPLETION POINT  
 
2.1   In line with the enhanced HIPC framework arrangements at decision point, 
Cameroon had to fulfill the following six key conditions to reach the completion 
point: 
                                                 
1 Cameroon – HIPC Approval Document: Decision Point under the enhanced framework. ref.: 
ADB/BD/WP/2000/149, dated 20 November, 2000. 
2 Revisions to debt and export data result in an increase in HIPC assistance at decision point from UA$ 
1.260 billion in NPV terms to US$ 1.267 billion.  
3 Traditional debt relief mechanisms refer to the successive Paris club Agreements on the level of debt 
cancellation for the poorest and most indebted countries since 1988. The Toronto (1988), London 
(1991), Naples (1994),  Lyon (1996) and Cologne (1999) terms agreed to implement 33 percent, 50 
percent, 67 percent, 80 percent and 90 percent reduction, respectively, in the NPV of debt for eligible 
countries. 
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(i) Preparation of a full PRSP and satisfactory implementation for at least one 
year; 

(ii) Maintenance of a stable macroeconomic environment; 
(iii) Satisfactory use of the budgetary savings from the interim debt service 

relief; 
(iv) Satisfactory implementation and conclusion of structural reforms supported 

by the Third Structural Adjustment Credit (SACIII); 
(v) Satisfactory implementation of governance and anticorruption measures, 

including in the areas of judicial and procurement reforms, budget 
execution, and the creation of regulatory agencies; and 

(vi) Satisfactory implementation of key social reforms, including combating 
HIV/AIDS. 

 
Performance of the country relative to the triggers is discussed below. 
 
          A.  Poverty Reduction Strategy Paper (PRSP) 
 
2.2    In April 2003, Cameroon adopted a full PRSP covering the period 2003-15, and 
this was endorsed by IDA and IMF Boards in July 2003 as a credible framework for 
concessional assistance.  The PRSP document presented the government’s vision and 
priority actions for fighting poverty in line with the Millennium Development Goals 
(MDGs) set for 2015.  The document was prepared through an extensive and 
comprehensive consultation process. The strategic framework of the PRSP rested on 
seven pillars: (i) promoting a stable and growth enhancing macroeconomic 
environment; (ii) diversifying the economy to strengthen growth, (iii) empowering the 
private sector as the main engine of growth and partner in social services delivery; 
(iv) developing basic infrastructure and natural resources in an environmentally 
sustainable manner; (v) accelerating regional integration within the Central African 
Economic and Monetary Community (CEMAC) framework; (vi) strengthening 
human resource development and bolstering social services; and (vii) improving 
governance, including in public administration and the legal and judicial system. The 
government established the institutional framework for participatory monitoring and 
evaluation of the PRSP implementation. The first, second and third PRSP Annual 
Progress Reports covering the periods April 2003-December 2003, January 2004-
March 2005, and April 2005-December 2005, were completed and submitted to the 
IDA and IMF Boards in May 2005, September 2005, and February 2006 respectively.   
 
2.3   After a review of progress on each of the PRSP pillars, it is concluded that PRSP 
implementation and monitoring have been satisfactory over the past year. 
 
          B.   Macroeconomic Performance 2001 - 05 
 
2.4  Economic growth averaged 3.8 percent during 2001-2005.  This was driven 
primarily by a significant increase in tertiary sector activities as well a robust growth 
in both subsistence and cash-crop agriculture. The robust growth in the two sectors 
more than offset the impact of the large decline in oil production, resulting in a 3.8 
percent overall growth. Gross domestic investment grew at 19.4 percent within the 
period while inflation decelerated to 1.9 percent.  In 2005, there was a slight 
acceleration in price movements due in part to the impact of high oil prices on 
domestic prices. As a result, inflation averaged about 2 percent in 2005.  Domestic 
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debt, including arrears, was estimated at 17 percent of GDP at end-2004, A debt 
clearance scheme was established in October 2005, with domestic debt repayments 
proceeding faster than envisaged in the IMF supported program.  Supplementary 
payments were mostly financed by additional revenue from oil resources. 
 
2.5 Macroeconomic policy implementation improved substantially in 2005 as 
evidenced by the performance under the IMF Staff-Monitored Program (SMP) during 
the first half of 2005, and a new PRGF-supported program during the second half of 
2005. The government exercised restraint on its non-interest and non-HIPC-related 
current spending, while significantly improving non-oil revenue collection. The large 
fiscal adjustment allowed the government to start clearing domestic arrears and 
strengthen its position vis-à-vis the domestic banking system. Efforts to correct fiscal 
slippages contributed to restoring the conditions for macroeconomic stability and the 
strengthening of foundations for sustained growth and poverty reduction.  
 
2.6   The external current account deficit (excluding grants) deteriorated by an 
average of about 1 percentage point of GDP per year during 2001-2005, but remained 
relatively low at 3.3 percent of GDP.  The deterioration was due to (i) declining oil 
exports resulting from the gradual depletion of Cameroon’s oil reserves, (ii) a fall in 
coffee output, following the sharp decline in world prices; (iii) the curtailment of 
lumber exports, following government actions to promote sustainable logging; and 
(iv) the significant increase in imports during the construction of the Chad-Cameroon 
pipeline. Nonetheless, the external current account position strengthened in 2005 
which was a reflection of an improvement in the terms of trade. 
 
2.7      Overall, macroeconomic stability has been broadly maintained throughout the 
interim period.  Although fiscal slippages occurred prior to 2005, significant strides 
were made in 2005 to improve the country’s fiscal position.  Accordingly, it is 
concluded that Cameroon has met the trigger on the maintenance of macroeconomic 
stability and satisfactory implementation of the PRGF.   
 

C. The Use of the Interim Debt Relief. 
 
2.8    The interim debt relief assistance was used in accordance with the agreement at 
decision point. As a result, a special account was opened at the BEAC in October 
2000, and the government started to make required deposits in the account including 
resources on the HIPC Initiative debt service relief from official bilateral creditors.  In 
2003/2004, the government fell behind in depositing HIPC relief funds into the 
account, but it is now up to date with the deposits, and has cleared the arrears. 
 
2.9   A HIPC Consultative Committee (HCC) was established in October 2002, which 
initially provided guidance on the selection of good projects that could be eligible for 
the use of HIPC resources, including a percentage earmarked for civil society 
projects. Also, the government adopted a nomenclature by which poverty related 
programs and projects were identified. Delays occurred in the implementation of the 
HIPC-funded projects due to difficulties in; (i) putting the HCC in place; (ii) 
preparing high quality projects and (iii) establishing disbursement procedures. The 
government took steps to improve the programming and execution of HIPC-financed 
projects including streamlining disbursement procedures, strengthening the capacity 
of the HCC and putting in place an information system for monitoring the project 
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implementation.  As a result, the execution rate increased from 25 percent in 2003 to 
almost 100 percent in 2005. HIPC projects were targeted at improving public services 
delivery in education (construction and rehabilitation of schools, recruitment of 
temporary teachers), health care (including fight against immunizations and 
combating malaria and HIV/AIDS), social development (including literacy), urban 
sanitation, rural development (including rural infrastructure), and justice.  
 
2.10  The audit reports, made officially public, found that some projects were 
implemented without prior approval of the HCC and that part of the HIPC spending 
did not follow proper public procurement and execution procedures. The government 
is implementing the recommendations of the audits focusing on improving the 
management of HIPC resources by the ministries, and compliance with proper 
procurement and public spending procedures. For example, a control unit has been 
established within the HCC to strengthen the monitoring of project implementation. 
Also, special project co-ordinators were designated in the ministries to supervise the 
implementation of HIPC projects. 
 
2.11  It is concluded that the budgetary savings from the interim debt service relief 
have been used broadly in line with the criteria agreed upon at decision point.  
 
          D.    Implementation of Reforms under IDA’s Structural Adjustment 
                  Credit   (SACIII)   
 
2.12  The primary objective of the reforms under SACIII was to help improve 
Cameroon’s competitiveness and thus enhance economic growth, job creation and 
poverty reduction.  The financial sector reform aimed at developing a stable, sound 
and efficient financial sector, to boost public confidence in the financial system, and 
increase its capacity to finance productive economic activities. The banking system 
and insurance systems were restructured, the state-owned commercial bank (BICEC) 
and insurance (SOCAR) were privatized and the state-owned reinsurance company 
(CNR) closed down.  New banks have entered the market and Cameroon has several 
banks that are solvent, profitable, and meet international prudential standards. 
 
2.13   Progress in the area of privatization of utilities differed across sectors.  With 
respect to mobile telecommunications, the government opened the sector to 
competition by issuing two cellular licenses which has led to improved services and 
lower costs.  The electricity company was also successfully privatized in 2001. 
Negotiations with successful bidders for fixed telecommunications (CAMTEL) and 
water (SNEC) were not successful; hence, the companies were not privatized. The 
government then re-focused its efforts on establishing a policy, legal, and regulatory 
framework as well as strengthening the operations of the companies. These efforts 
facilitated a re-launching of the privatization process. 
 
2.14    In agro-industries, efforts were made to privatize 4 major companies in order to 
mobilize the investments required to finance a large replanting and extension 
program4. SOCAPALM and CAMUCO were successfully privatized leading to 
increases in planted area and production. However, the privatization of 
                                                 
4 The companies are: Cameroon Development Corporation (CDC), Cameroon Palm Oil Company 
(SOCAPALM), Cotton Development Company (SODECOTON), and Cameroon Sugar Company 
(CAMSUCO) 
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SODECOTON and CDC were unsuccessful.  The government is working on a new 
strategy to ensure the successful privatization of SODECOTON and the palm oil and 
rubber plantations of CDC. 
 
2.15 In the transport sector, regulatory, institutional, and management reforms in the 
port, maritime, rail and air transport sectors, as well as road maintenance were 
envisaged.  For the port sector, various reforms were initiated including the 
establishment of a facilitation committee, chaired by the private sector to closely 
monitor the efficiency of port and clearance operations. The reforms have shortened 
the clearance time at the ports.  As a result of reforms in the railways sector, its 
financial performance has improved considerably, and the sector has become a net 
income provider to the government through tax and duty payments. The financial 
losses of Cameroon Airlines  (CAMAIR) continued to increase in 2004 and the 
government decided to privatize the airline. In January 2006, the government 
accepted the recommendations of the team of IFC to initiate the process of liquidation 
of CAMAIR. Fundamental reforms have been initiated in the forestry sector, 
nonetheless, there is the need for continuing vigilance to ensure that the gains of the 
reform are enhanced and preserved, and that the sector adapts to evolving challenges.   
 
2.16 SACIII was closed in March 2004 after full disbursement of all tranches.  
Overall, the implementation of the reforms was rated satisfactory by the World 
Bank’s Implementation Committee Report (ICR) and was also confirmed by the 
World Bank’s Independent Evaluation Group. 
 
         E.  Implementation of Governance and Anti-corruption Measures    
 
2.17 In June 2000, the government adopted the five-year (2000-05) National 
Governance Program (PNG), a comprehensive package of measures aimed at 
improving governance. These included: (i) fighting corruption; (ii) strengthening 
public financial management; (iii) transparency; (iv) accountability and participation 
in public affairs; and (v) improving justice and human rights. Also a Priority Action 
Plan (PAP) for improving governance was attached to the I-PRSP.  The triggers for 
the PAP were; (i) the creation of the Chambre des Comptes (Audit Chamber) of the 
Supreme Court and the Constitutional Council, called for by the 1996 constitution; (ii) 
the reform of the public procurement system; (iii) the completion of budget tracking 
and beneficiary assessments for education and health; and (iv) establishment of 
autonomous regulatory agencies for key sectors (including water, electricity and 
telecommunications).   
 
2.18  The Chambre des Comptes was created and became operational in January 
2006. It has started examining the 2004 financial accounts. The Constituent Council 
has also been created and its secretariat is expected to be in place in August 2006, to 
pave the way for making the Council fully operational in 2007. The public 
procurement system has been reformed with a new Procurement Code of 2004 which 
has a legal and regulatory framework that conforms to international for competition, 
transparency, and efficiency. In 2005, the government and the World Bank, in 
collaboration with civil society, the private sector and other donors, carried out a 
Country Procurement Assessment Review (CPAR).  Following this, the procurement 
improvement action plan for the period 2006-2008 was adopted and is now under 
implementation.   
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2.19   The government carried out budget tracking and beneficiary assessment surveys 
in the health and education sectors.  The findings and recommendations of the surveys 
have been disseminated and actions have been taken to deal with the bottlenecks.  
Civil society organizations have become engaged in budget monitoring, independent 
of the government. 
 
2.20   Autonomous regulatory agencies have been established for key sectors 
including the telecommunications sector, and the power sector. In the water sector, 
following the advice of the World Bank, the authorities decided that the framework 
for regulation of the sector should be through the provisions of a lease contract 
between the government and the leasing company rather than through the creation of 
a water regulatory agency.  The regulatory framework is in place and will be 
operational once the operator is selected and the lease signed. 
 
2.21    Progress has been made in improving public finance management (PFM). Even 
though the PFM system still faces many challenges, the reforms undertaken over the 
years with the support of the World Bank, the IMF and other donors, have resulted in 
systemic improvements. ADF allocations to the priority sectors of the PRSP, 
particularly education, health and infrastructure, have progressively increased since 
2000.   
 
2.22  In the oil sector, the government has adhered to the Extractive Industries 
Transparency Initiative (EITI), and has moved to the implementation phase.  As a 
result, SNH published production, sales and revenue data for the first half of 2005 and 
pledged to update the information quarterly. 
 
2.23   Progress has been made in strengthening the judicial sector. A technical 
diagnostic study of the Cameroon justice system conducted in 2002 recommended 
actions to improve the operations of the courts, application of judicial procedures, 
improvements in remuneration of judges and other judicial staff, capacity building 
renovation and expansion of facilities, and the reforms of judicial organizations and 
procedures.  A new panel code was approved in June 2005 and promulgated in July 
2005.  The priority action plan to reform the judicial sector is under implementation 
with the aims of (i) consolidating judicial independence; (ii) stepping-up anti-
corruption drive in the judicial system, and (iii) improving the application of laws, 
court decisions and penalties. 
 
2.24   The participation of civil society in public affairs has been strengthened.  This 
includes the presence of independent observers in procurement committees, and the 
participation of civil society in EITI process.  Stakeholder participation in the 
implementation and monitoring of the PRSP has also been institutionalized.  The 
government has made significant efforts to strengthen transparency through the 
regular publication of; (i) budget execution reports; (ii) sanctions or violation of 
procurement or forestry rules; and (iii) the use of the media to publicize government 
policies and other activities.  
 
2.25   On balance, although much more work needs to be done, progress has been 
made in the area of governance, especially in the past two years, including fulfilling 
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the specific triggers of the enhanced HIPC Completion Point and prospects for further 
improvements appear to be good. 
         F.  Implementation of Key Social Sector Reforms    
 
2.26   Education: In 2000, the government launched reforms of the education system 
based on a sector strategy prepared with the participation of major stakeholders. This 
has resulted in significant progress in enrollment as well as gender and regional equity 
in primary and secondary education.  Admission rate of six-year old children into 
grade one has reached 95 percent, the gender parity index, 85 percent, and the gross 
enrollment rate, 101 percent in primary education; compared to significantly lower 
rates a few years before. The government completed an in-depth review of the 
education system in 2004 and is currently updating the 2000 strategy to address 
shortcomings in quality and efficiency, explore long term financing options, and 
prepare an action plan for universal basic education by 2015.   
 
2.27    By November 2005, 3,768 new classrooms had been completed. New teacher 
statutes were adopted in December 2000 and the decentralization of the management 
of teacher management started in 2001. 
 
2.28   The Ministry of Education has confronted corruption by encouraging the audit 
of schools and administrative entities by a permanent regulatory body (Observatoire 
del la Governance).  Since its establishment in 2003, the Observatorie has been 
documenting and reporting corruption cases and has imposed a number of sanctions 
on corrupt officials. 
 
2.29    Health Sector:   The government’s health strategy which was also prepared in 
July 2002, through extensive consultations with key stakeholders5.  
 
2.30  The implementation of the strategy has been satisfactory.  The Ministry of 
Health has been restructured and a number of major public health programs have been 
revamped.   
 
            G.   Overall Assessment 
 
2.31 A copy of the relevant HIPC completion point document prepared by the 
Bretton Woods Institutions (BWI), including key HIPC reforms and objectives for 
reaching the floating completion point, is attached as Annex V to this report for ease 
of reference6.  

                                                 
5 The main goals of the health strategy were: (i) to decentralize health services, promote partnerships 
and improve transparency and efficiency in public resource management; (ii) to clarify the roles and 
responsibilities of all stakeholders in the provision and financing of health services; and (iii) to prepare 
sub-sector strategies for addressing priority public health issues (e.g. HIV/AIDS, malaria, children’s 
health, reproductive and maternal health) and for improving access to basic health services. As a result 
of its implementation, the coverage rate of DPT3 (diphtheria, pertussis, tetanus) increased from 43 
percent in 1998 to 76 percent in 2005. The percentage of pregnant women who received impregnated 
bed nets in the malaria program increased from almost zero percent at decision point to about 69 
percent in 2004. Condom use has improved substantially ,78 percent of commercial sex workers use 
condoms; and about 18,000 people living with AIDS are estimated to benefit from the government’s 
subsidized anti-retroviral therapy program. 
6 See: IMF/IDA, Cameroon: Enhanced HIPC Initiative Completion Point Document and MDRI, April 
2006. 
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2.32    From the above review, it is concluded that Cameroon has met most of the 
triggers that were set at the decision point to monitor its progress in meeting the 
completion point conditions under the enhanced HIPC framework.   
 
III.    TOTAL EXTERNAL DEBT AT DECISION AND COMPLETION  
         POINTS AND ITS BREAKDOWN AMONG CREDITORS 
 
3.1   After a review of the stock of debt, at end-June 1999, the nominal stock of debt  
increased from US$ 7.80 billion to US$ 7.817 million (a US$ 17 million increase).  
The African Development Bank Group’s share of the nominal debt stock at both the 
decision and completion points is US$ 304 million, representing about 4 percent of 
the total debt stock at both the decision and completion points.  
 
3.2 The NPV of debt at end-June 1999, after the delivery of traditional debt relief 
increased marginally from US$ 4.691 billion at decision point to US$ 4.693 billion at 
completion point (a US$ 2 million increase). The African Development Bank’s share 
of the NPV of debt is reduced marginally from US$ 293 million at decision point to 
US$ 292 million dollars at completion point, representing about 7 percent of the total 
NPV of debt at both decision and completion points.   
  
IV.    HIPC ASSISTANCE AT COMPLETION POINT AND ITS  
         BREAKDOWN AMONG CREDITORS  
 
4.1 After revisions of debt and export data, the debt relief to Cameroon under HIPC 
increased from US$ 1.26 billion to about US$ 1.27 billion in 1999 NPV terms, 
equivalent to 27 percent reduction of Cameroon’s NPV of debt after traditional debt 
relief.  
 
4.2    Of the total HIPC debt relief, assistance from multilateral creditors, bilateral 
creditors, and commercial creditors account for US$ 323 million (25.5 percent), US$ 
879 (69.4 percent), and US$ 65 million (5.1 percent) respectively (See Table 1). The 
Bank Group’s share of the debt relief is US$ 79 million in end 1999 NPV terms which 
is equivalent to 24.5 percent of the multilateral creditors’ assistance, and about 6.3 
percent of the total assistance from all creditors.  
 

Table 1. Breakdown of Cameroon’s HIPC Debt Relief Costs (US $ million) 
 

 
Creditors 

Completion Point 
Debt Relief 

(end-1999 NPV) 

Percentage of Total 
Debt Relief from 

Multilateral 
Creditors (%) 

Percentage of Total 
Debt Relief from all 

Creditors (%) 

Bilateral Creditors              879.0                             69.4 
Multilateral Creditors              323.0             100.0                25.5 
     ADB Bank Group               79.0               24.5                  6.3 
      World Bank (IDA)             176.0               54.5                13.9   
      IMF               37.0               11.4                  2.9 
     EU(EDF/EIB)               18.0                     5.6                 1.4 
     Other Multilaterals               13.0                 4.0                 1.0 
Commercial Creditors               65.0                  5.1 
    
Total HIPC Debt Relief          1,267.0             100.0    
Sources:  IMF/IDA. :”Cameroon: Enhanced Heavily Indebted Poor Countries HIPC Initiative Completion Point Document and 
Multilateral Debt relief Initiative (MDRI), April 2006.   
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V.    ASSISTANCE DELIVERED DURING THE INTERIM PERIOD  
 

Multilateral Creditors: The total amount of interim assistance extended to 
Cameroon by the four main multilateral creditors, IMF, World Bank, ADB and 
EC/EIB as at completion point amounted to US$ 113.44 million in end-1999 NPV 
terms, equivalent to US$ 121.74 million in nominal terms.  Interim assistance 
provided by the ADB was from October 2000 to September 2003 is estimated at US$ 
31.44 million in end-1999 NPV terms (US$ 33.34 million in nominal terms. Debt 
relief was suspended in 2004 when the 40 percent ceiling of total ADB HIPC relief 
(in end-NPV terms) provided as an interim relief was reached. As a result of the 
slippage by Cameroon to reach completion point by October 2003, and as interim 
relief had been exhausted, Cameroon was obliged to pay its full debt service from 
September 2003 to the completion point in April 2006.  
 
VI.    CREDITOR PARTICIPATION IN THE MULTILATERAL DEBT  
          RELIEF INITIATIVE (MDRI)  
 

At completion point debt relief under the enhanced HIPC Initiative Cameroon 
now qualifies for additional debt relief from the IMF, World Bank (IDA), and the 
African Development Fund (ADF) under the Multilateral Debt Relief Initiative 
(MDRI)7. The total debt relief benefits for Cameroon from the ADF under the MDRI 
are estimated at UA 156.5 million8 from 2006 to 2054, broken down as follows: (i) 
UA 2.51 million under the remaining ADF-X period (2006-2007), (ii) UA 21.25 
million for the period (2008 to 2015); and (iii) UA 132.75 million to be delivered 
during the remaining four decades (2016-2054).  
 
VII.     BANK GROUP INVOLVEMENT IN THE POVERTY REDUCTION 
            STRATEGY OF CAMEROON.  
 
7.1   In 2001, about 40 percent of the population in Cameroon was poor as against 53 
percent in 1996. The incidence of poverty, however, varies across regions, with an 
average of about 22 percent in urban areas to about 50 percent in rural areas9. 
 
7.2    As a requirement for enhanced HIPC debt relief, the Government of Cameroon 
had to use the debt service savings for poverty reduction. The government’s Poverty 
Reduction Strategy based on PRSP was adopted in April 2003 as highlighted in 
Section II.  
 
7.3   The Bank Group’s strategy under ADF-IX and ADF-X are in line with the 
strategic thrust of the PRSP.  The implementation of the 2002-2004 CSP under ADF-
IX enabled the Bank to approve some UA 58.63 million to finance four big projects 
aimed at poverty reduction, namely, the Participatory Development Program for the 
Rumpi Region, the Participatory and Decentralized “Grassfield” Development 
Program, the Vocational Training Reform Program, and the National Reproductive 

                                                 
7 On the basis of the MDRI Implementation Modalities ref.: ADF/BD/WP/2006/31 dated 5 ASpril 
2006, approved by the Board of Governors on 19 April 2006, the debt relief benefits for the country 
start 3 months after the World Bank/IMF approved HIPC debt relief at completion point for the 
country. 
8 This is equivalent to about US$ 229.04 million at the ADF-X replenishment-specific exchange rates. 
9 Latest available statistics. 
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Health. Support Project. During this period, the Government-based Reform Program 
(UA 25 million) was cancelled following the slippage of the program with the IMF. 
 
7.4    Looking forward, the Bank Group strategy under ADF-X is based on two pillars 
embedded in the 2005-2009 Results-based Country Strategy Paper (RB-CSP). Pillar 
1: Promoting good governance to ensure transparent management of public resources 
and improve administrative accountability of state services. Pillar 2:  Contributing to 
the improvement of infrastructure in order to combat poverty.  In support of the 
implementation of this results-based CSP, two projects, namemly, the Yaounde 
Sanitation Project and the AES SONEL’S Post-Privatization Investment Program,  
were approved respectively in 2005 and 2006 for a total amount of UA 77.3 million. 
This represents an increase of about UA 18.7 million over ADF-IX.  
 
7.5 Other operations envisaged under the ADF-X period include: 
 

(i) A governance-based Reform Program which would cover budget 
implementation and auditing, administrative and judicial reform and 
combating corruption; and 

(ii) The Batibo-Bachuo-Akagbe Project on the western highway to Nigeria 
which would link Cameroon to ECOWAS and open up rural areas with 
high agricultural potential and improve living conditions of the 
population in the project area.. 

 
VIII.    STATUS OF CAMEROON’S EXTERNAL DEBT AFTER DEBT  
             RELIEF   
 
8.1    Cameroon’s nominal stock of external debt reached US$ 6.2 billion at end-2005, 
compared with US$ 7.8 billion at end-June 1999.  The NPV of Cameroon’s external 
debt at end-2005 was US$ 5.7 billion, compared with US$ 4.7 billion at end-June 
1999. After full delivery of the assistance committed under the enhanced HIPC 
initiative at the decision point, the NPV of Cameroon’s external debt at end-2005 
would be US$ 2.2 billion, equivalent to 61 percent debt-to export ratio, compared 
with a decision point projection of 109 percent.  When bilateral debt relief beyond the 
HIPC initiative is taken into account, the NPV of debt would be further reduced to 
US$ 1.2 billion or 31 percent of exports. 
 
8.2    The NPV of debt-to exports ratio after HIPC assistance is considerably lower 
than the projected ratio at the decision point mainly because of the delay in reaching 
the completion point, lower new borrowing, and better export performance than 
anticipated at decision point. 
 
IX.     CAMEROON’S DEBT SUSTAINABILITY OUTLOOK   
 
A.  Medium to Long-term Debt Sustainability 
 
9.1   The medium to long-term debt sustainability for Cameroon is analyzed in detail 
the attached HIPC completion point document10. It shows that  after the enhanced 

                                                 
10 See: IMF/IDA, Cameroon: Enhanced HIPC Initiative Completion Point Document and MDRI, April 
2006 (see Annex XX). 
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HIPC relief, the NPV of debt-to-export ratio for Cameroon is projected to drop from 
153 percent at end-2005 to 53.2 percent in 2006, average about 59 percent from 2006 
to 2015, and about100 percent for the period 2016-2025.  This is well below the 150 
percent HIPC threshold.     
 
9.2 After enhanced HIPC relief, additional bilateral relief, and MDRI relief at 
completion point, the NPV of debt-to-exports would drop from 153 percent in 2005 to 
an average of about 32 percent from 2006 to 2015, and 88 percent from 2016 to 2025.  
Similarly, the NPV of debt-to-GDP ratio would decrease from 33 percent at end 2005 
to an average of about 6.2 percent between 2006 and 2015, and about 13 percent 
between 2016 and 2025. Also, the NPV of debt-to-revenue ratio would decline from 
194 percent at end-2005 to an average of about 38 percent between 2006 and 2015, 
and 83 percent between 2016 and 2025. These are all far below the thresholds for the 
NPV of debt-to-exports ratio (150 percent), debt-to-GDP ratio (40 percent), and debt-
to-revenue ratio (250 percent). 
 
9.3   Based on the analysis, it could be concluded that Cameroon’s external public 
debt would remain sustainable throughout the projection period, 2005-2025. 
 
B. Sensitivity Analysis and Long-Term Debt Sustainability  

9.4  The long term debt sustainability of Cameroon is examined under two 
potential adverse scenarios.  These are (i) lower export prices, and (ii) lower growth. 

9.5 Lower Export Prices:   This scenario assumes a permanent deterioration in the 
prices of Cameroon’s three main exports, oil, cocoa, and aluminum. Oil prices are 
assumed to fall by 40 percent relative to the baseline scenario, while the prices of 
cocoa and aluminum are assumed to decline by 20 percent relative to the baseline 
scenario.  The deterioration in export prices results in a 24 percent reduction in 
nominal exports in 2006, with the volume of exports for cocoa and aluminum 
declining by 10 percent. 

9.6 As a result of these changes, real GDP growth falls marginally relative to the 
baseline because the contribution of cocoa and aluminum in the real economy is 
rather small.  The reduction in oil revenues and nominal GDP growth result in a net 
financing need, and the government is assumed to seek additional financing for the 
expenditures.  As a result, the NPV of debt-to exports ratio rises rapidly and exceeds 
the HIPC threshold of 150 percent by 2015.  The ratio levels off towards the end of 
the projection period, 2025, but still remains above 150 percent.  

9.7 Lower Growth: This scenario assumes a permanent reduction in real non-oil 
GDP growth by one percentage point relative to the baseline scenario.  The volume of 
exports is permanently reduced. Import volume is adjusted in line with the reduction 
in real GDP growth.  The lower growth has a negative net effect on public finances, 
and it is assumed that the government finances the fiscal deficit through borrowing. 
As a result of the reduction in growth, the NPV of debt-to-exports ratio rises steadily 
over time, exceeding the HIPC threshold of 150 percent at the end of the projection 
year 2025. 

9.8   The results of the sensitivity analysis show that Cameroon’s debt could be 
unsustainable in the long run if faced with severe adverse shocks. The sensitivity 
analysis underscores the importance of pursuing export diversification and prudent 
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fiscal and borrowing policies in order to avoid the problem of unsustainable external 
debt. 

X.      PROPOSED DELIVERY MODALITY  

10.1   The debt relief assistance to Cameroon is geared towards smoothing the time 
profile of Cameroon’s debt service to its bilateral and multilateral creditors 

 10.2   With Cameroon reaching the completion point in May 2006, it is proposed that 
the Bank Group makes a commitment to provide Cameroon with an irrevocable debt 
relief of about US$ 78.84 million in end-1999 NPV terms, equivalent to US$ 100.51 
million in nominal terms, with effect from December 2000, as per the debt relief 
schedule (See Annexes I, II, and III).  

10.3   The debt relief would be provided by relieving Cameroon of up to 80 percent of 
its debt-service obligation to the Bank each year until April 2011, when the total debt 
relief would have been delivered. Cameroon’s debt service profile with the Bank 
Group before and after the HIPC assistance is provided in Annex IV. The impact of 
the debt relief on Cameroon’s debt service profile is illustrated in Chart 1 below.  This 
would relieve Cameroon of its debt service obligations by 69 percent by April 2011. 

 
Chart 1: Impact of Debt Relief on Cameroon’s Bank Group Debt Service Profile 
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10.4   The provision of debt relief, as described, is consistent with the rules and 
regulations of the African Development Bank and the African Development Fund. 
 
Legal Aspects of Debt Relief Operations 
 
10.5   Under the enhanced HIPC framework, debt relief for Cameroon is to be 
provided in accordance with the terms described in the preceding paragraphs.  These 
terms will be implemented by:  

No debt relief was provided 
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(i) A Revised Debt Relief Agreement between the Bank Group and the 

Government of Cameroon; 
 

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

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

 
XI.      INDICATIVE FINANCING ARRANGEMENTS  

The debt relief by the Bank Group would be financed as shown in Table 2 below.   
 

Table 2.  Indicative Financing Arrangements 
(US $ million, 1999 NPV terms) 

 
Sources of Financing Total Contribution Percent of the Total 

(%) 
 
Internal Resources 
 
European Commission Pledge 
 
HIPC Trust Fund 
 
TOTAL 
 

 
15.76 

 
31.54 

 
31.54 

 
78.84 

 
20 

 
40 

 
40 

 
100 

 
 
XII.      RECOMMENDATIONS  

It is recommended that the Boards of Directors 
 

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

 
(ii) Take note of Cameroon’s qualification for the MDRI; and 

 
(iii) Approve the completion point proposal for Cameroon as well as the 

proposed revision of HIPC assistance from US78.60 million to US$ 78.84 
million in end-1999 NPV terms, or from US$ 90.11 million to US$ 
100.51 million in nominal terms, according to the financing arrangements 
presented in XI. 
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Annex I 
AFRICAN DEVELOPMENT BANK 

 
      HIPC Debt Relief Schedule 

      (US$ million) 
CAMEROON   
Completion Point 
Date 
May 2006 

Calendar Year TOTAL 
ADB 

TOTAL 
(ADB/ADF) 

 

ADB PERCENT 
 IN THE TOTAL 

(%) 
 2000 3.182867 3.200922 99.4 
 2001 11.686263 11.985865 97.5 
 2002 11.058489 11.409618 96.9 
 2003 6.385993 6.745772 94.7 
 2004* - - - 
 2005* - - - 
 2006 10.261860 10.856274 94.5 
 2007 17.334789 18.546068 93.5 
 2008 14.152192 15.522461 91.2 
 2009 13.258074 14.804037 89.6 
 2010 3.692377 5.433693 68.0 
 2011 1.090701 2.004307 54.4 
      
  92.103605 100.509017 91.6% 

Summary          
 Total Nominal Relief US$ 100.509017 mn  
          of which  
                       ADB US$ 92.103605 mn 
                       ADF US$ 8.405413 mn 
 Total NPV Relief US$ 78.840000 mn      
 Duration 12 years                         

                                  * Debt relief assistance to Cameroon was suspended from October 2003 to April 2006 
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Annex II 
 

AFRICAN DEVELOPMENT FUND 
 

           HIPC Debt Relief Schedule 
      (US$ million) 

  

CAMEROON 
 

Completion Point 
Date 
May 2006 

DECISION POINT 
YEAR BASIS 

TOTAL 
ADF 

TOTAL 
(ADB/ADF) 

 

ADF PERCENT 
 IN THE TOTAL 

 2000 0.018056 3.200922 0.6 
 2001 0.299602 11.985865 2.5 
 2002 0.351129 11.409618 3.1 
 2003 0.359779 6.745772 5.3 
 2004* - - - 
 2005* - - - 
 2006 0.594414 10.856274 5.5 
 2007 1.211279 18.546068 6.5 
 2008 1.370269 15.522461 8.8 
 2009 1.545964 14.804037 10.4 
 2010 1.741316 5.433693 32.0 
 2011 0.913606 2.004307 45.6 
       
 8.405413 100.509017 8.4 

Summary        
 Total Nominal Relief US$ 100.509017mn 
          of which  
                       ADB  US$ 92.103605 mn 
                       ADF US$ 8.405413 mn 
 Total NPV Relief  US$ 78.840000 mn 
 Duration 12 years 

                         

                                  * Debt relief assistance to Cameroon was suspended from October 2003 to April 2006 
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Annex III 
 
 

AFRICAN DEVELOPMENT BANK GROUP 
 

Summary of HIPC Debt Relief Schedule Revised 
(US$ million) 

CAMEROON 
Completion Point 
Date  
May 2006 

Decision point 
year basis 

Debt Relief Approved  
at Decision Point 

Revised Debt Relief at 
Completion Point 

 2000 3.200922 3.200922 
 2001 11.985865 11.985865 
 2002 11.409618 11.409618 
 2003 14.805337 6.745772 
 2004 24.609976 - 
 2005 23.305622 - 
 2006 0.793994 10.856274 
 2007 - 18.546068 
 2008 - 15.522461 
 2009 - 14.804037 
 2010 - 5.433693 
 2011 - 2.004307 
    
 TOTAL 90.111334 100.509017 

                         

 
Note: Total debt relief in nominal terms is now estimated at US$ 100.51 million as compared to US$ 90.11 million as 
estimated at decision point. The increase is due to extension of the period of delivery in order to take account of the 
periods for which no debt relief was provided because of suspension of debt relief as Cameroon didn't reach its completion 
point as scheduled and had already benefited from 40% of debt relief in NPV terms during the interim period. Debt relief 
resumes at the completion point in May 2006 and ends in April 2011. 
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Annex IV 
 

Cameroon : HIPC Debt Relief Assistance Impact on Debt Service Profile  
                                                                     (US$ million) 
 

Before Debt Relief Debt Relief After Debt Relief Year 
ADB ADF Total ADB ADF Total ADB ADF Total 

2000 44.473 0.980 45.453 3.183 0.018 3.201 41.290 0.962 42.252 
2001 42.054 1.078 43.132 11.686 0.300 11.986 30.368 0.779 31.147 
2002 39.795 1.264 41.059 11.058 0.351 11.410 28.737 0.912 29.649 
2003 32.990 1.360 34.350 6.386 0.360 6.746 26.604 1.000 27.604 
2004 29.306 1.456 30.762 - - - 29.306 1.456 30.762 
2005 27.660 1.472 29.132 - - - 27.660 1.472 29.132 
2006 26.039 1.489 27.528 10.262 0.594 10.856 15.777 0.895 16.672 
2007 21.668 1.514 23.183 17.335 1.211 18.546 4.334 0.303 4.637 
2008 17.690 1.713 19.403 14.152 1.370 15.522 3.538 0.343 3.881 
2009 16.573 1.932 18.505 13.258 1.546 14.804 3.315 0.386 3.701 
2010 4.615 2.177 6.792 3.692 1.741 5.434 0.923 0.435 1.358 

April-2011 1.761 1.176 2.937 1.091 0.914 2.004 0.670 0.262 0.933 
Total 304.625 17.611 322.236 92.104 8.405 100.509 212.521 9.205 221.727
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Annex V 

Enhanced HIPC Completion Point Document for Camroon - IMF/ World Bank 

 

http://www.imf.org/external/pubs/ft/scr/2006/cr06190.pdf 

 

http://www.imf.org/external/pubs/ft/scr/2006/cr06190.pdf



