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EXECUTIVE SUMMARY 

Background 

Comoros is emerging from a long period of political and institutional instability that has been 

marked by political infighting since independence in 1975. Recent political developments have 

helped to create political stability and enhance the central government’s authority over economic 

management and have allowed the normalization of engagement with key development partners. 

In this context, the Bank Group re-engagement in Comoros started in 2007 with an arrears 

clearance program that paved the way for the country to qualify for debt relief under the HIPC 

Initiative and helped develop a two-year Interim Country Strategy Paper 2009-2010. The 

strategy is in line with the Bank Group’s emphasis on enhanced commitment in fragile states 

aimed at mitigating the countries’ situation of fragility and assisting them to move towards a 

more stable political and economic development. 

On June 29, 2010, the Boards of Directors of the IMF and the World Bank approved HIPC debt 

relief assistance to Comoros at Decision Point of about US$144.8 million in end-December 2009 

NPV terms. This document presents an assessment of the Bank Group’s role in Comoros’s debt 

relief under the HIPC Framework and the Bank Group’s share of assistance at Decision Point. 

Comoros’s Eligibility for HIPC Initiative Assistance and Completion Point Triggers 

Four criteria are used to assess Comoros’s Decision Point qualification and its eligibility for 

HIPC assistance: (i) widespread poverty; (ii) ongoing preparation of a Poverty Reduction 

Strategy Paper (PRSP); (iii) satisfactory macroeconomic management; and (iv) an unsustainable 

debt level. The assessment by the African Development Bank and the Bretton Woods Institutions 

concludes that with the implementation of agreed actions and measures, Comoros has fulfilled 

the requirements for debt relief under the HIPC Initiative and can now qualify for Decision Point 

debt relief assistance.  

In consultation with the BWIs and key creditors, including the Bank Group, the Comorian 

authorities have drawn up a set of conditions for reaching the floating Completion Point under 

the enhanced HIPC Initiative, drawing on priorities identified in Comoros’s Interim Poverty 

Reduction Strategy Paper (I-PRSP). In addition to the standard requirements on implementation 

of the country’s poverty reduction strategy paper and macroeconomic stability, the Completion 

Point triggers include policy measures aimed at improving public financial management and 

governance; strengthening health, education and social sectors; supporting growth; and 

improving debt management capacity. Assuming a timely completion of a full PRSP, Comoros is 

expected to reach its Completion Point under the HIPC initiative by December 2012. 

Comoros External Debt Stock and Debt Relief under HIPC and MDRI 

Comoros’s public and publicly guaranteed external debt as at end-December 2009 was US$286.8 

million in nominal terms (equivalent to US$213.1 million, in end-December 2009 NPV terms). 

After traditional bilateral debt relief, Comoros’s debt is estimated at US$257.4 million, in end-

December 2009 NPV terms. This stock of debt requires total HIPC debt relief of US$144.8 

million in NPV terms to bring the debt to a sustainable level, implying a common reduction 

factor of 56 percent. Based on the burden sharing principle, multilateral creditors’ assistance 

would amount to US$111.2 million, and bilateral and commercial creditors’ assistance to 

US$33.6 million. The Bank Group’s share of debt relief amounts to US$34.6 million in 2009 
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NPV terms, equivalent to 31 percent of multilateral assistance, and 24 percent of the total 

assistance from all creditors. Out of this required debt relief from the Bank Group, contributions 

amounting to US$33.7 million have already been provided in the form of arrears clearance 

operations in 2007.  

Upon reaching the Completion Point, Comoros would qualify for additional debt relief under the 

Multilateral Debt Relief Initiative (MDRI). Preliminary estimates indicate that MDRI relief 

could amount to US$52 million in NPV terms, assuming Comoros’s reaching Completion Point 

by December 2012. Of this amount, debt cancellation of US$30 million will be provided by IDA 

and US$22 million by the Bank Group (ADF).  

Debt Sustainability and Sensitivity Analyses 

Traditional debt relief together with unconditional delivery of HIPC Initiative assistance would 

reduce Comoros’s NPV of debt-to-exports ratio from 332 percent as of end-December 2009 to 

approximately 147.8 percent by 2012. With MDRI debt cancellation from IDA and ADF, the 

NPV would fall further to 88.4 percent of exports in 2012 and is projected to decline further over 

the long term. Sensitivity analyses indicate that Comoros’s ability to service external debt after 

HIPC relief will remain highly vulnerable to external and growth shocks. The analysis 

underscores the importance of sustained domestic reform efforts to support the development of 

exports of goods and services, fiscal prudence and continued external concessional assistance 

heavily weighted toward grants. 

Indicative Financing Arrangements 

The Bank Group’s share of Comoros’s debt relief amounts to US$34.6 million, in 2009 NPV 

terms. A contribution of US$33.7 million in 2009 NPV terms has already been delivered by the 

Bank Group through its arrears clearance operations. This is slightly less than the required HIPC 

debt relief. However, with the expected contributions from the European Commission at 

Decision Point with regard to the remaining arrears of US$3.4 million, the debt relief assistance 

due to Comoros from the Bank Group will be fully met. Therefore, no further debt relief directly 

from the Bank Group would be provided during the interim period. These arrangements are 

consistent with the HIPC Initiative approach. Debt relief provided by multilateral creditors in 

support of the country’s arrears clearance is counted towards their contribution to debt reduction 

under the HIPC Initiative. 

Recommendations 

The Boards of Directors are invited to: (i) approve Comoros’s qualification for HIPC assistance 

at the Decision Point under the Enhanced HIPC Initiative; (ii) approve the Bank Group’s share of 

HIPC debt relief for Comoros, equivalent to US$ 34.6 million in end-December 2009 NPV terms 

and (iii) note that the Bank Group’s HIPC assistance will come entirely in the form of arrears 

clearance support.  
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UNION OF THE COMOROS - DECISION POINT DOCUMENT  

 UNDER THE ENHANCED HIPC INITIATIVE  

1. Introduction 

1.1. On June 29, 2010, Comoros became the 30th regional member country (RMC) to reach 

Decision Point under the HIPC Initiative following the International Monetary Fund 

(IMF)’s successful review of the country’s economic performance under the program 

supported by the Extended Credit Facility (ECF)
1
. The Board of Directors of the IMF and 

the World Bank approved a HIPC debt relief assistance of about US$144.8 million, in 

end-2009 NPV terms. This document presents the justification for Comoros’s 

qualification for the HIPC Decision Point assistance as well as the proposed plan to 

finance the Bank Group’s share of the country’s costs of debt relief, which is estimated at 

US$34.6 million in end-2009 NPV terms. 

1.2. Comoros is emerging from a long period of political instability punctuated by violent 

transfers of presidential powers since independence in 1975. In 2001, a new constitution 

created the Union of the Comoros, allowing for each of the three islands to have its own 

president and parliament. This was followed by the landmark first election of a Union 

president in May 2006 and an agreed constitutional amendment in May 2009. 

Consolidation of these developments and reform efforts helped improve macroeconomic 

management and provided an opportunity to correct some of the shortcomings of the 

decentralization process initiated in the 2001 Constitution.  

1.3. Key development partners, including the African Development Bank, the IMF
2
, the 

World Bank, and the Paris Club creditors have gradually resumed engagement with 

Comoros. This re-engagement has put the country on a path of strong sustained growth. 

In July 2009, the Bank Group approved a new Interim Country Strategy Paper (I-CSP) 

for 2009-10 following clearance of most of the arrears under the Post-Conflict Country 

Facility (PCCF) in 2007 and the lifting of  sanctions on Comoros. The I-CSP builds on 

the Bank Group’s strategic orientation for enhanced engagement in fragile states to assist 

countries transition out of fragility and to consolidate peace, stabilize their economies and 

lay the foundation for sustainable poverty-reduction and long-term economic growth, as 

well as help the beneficiary countries to qualify for debt relief assistance under the HIPC 

Initiative and Multilateral Debt Relief Initiative (MDRI). 

1.4. This document sets out Management’s proposal for the Bank Group to provide debt relief 

to Comoros under the enhanced HIPC Initiative in coordination with other development 

partners at Decision Point. The rest of the document is organized as follows: Sections II 

assesses Comoros’s eligibility for HIPC Initiative assistance and discusses the 

Completion Point triggers; Section III presents the current debt stock and discusses the 

HIPC and MDRI debt relief;  Section IV summarizes results of the debt sustainability 

analysis for Comoros and the sensitivity of the debt burden indicators to some adverse 

shocks; Section V reviews the Bank Group’s interventions in Comoros; Section VI 

                                                 
1  Completion of the first review allowed the disbursement of an amount equivalent to SDR1.56 million (about US$2.30 million), 

bringing total disbursements under the arrangement to SDR 5.78 million (about US$8.54 million). 
2  Comoros benefited from IMF support under Emergency Post-Conflict Assistance (EPCA) and the Exogenous Shocks Facility-

Rapid Access Component (ESF-RAC) in 2008. 
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presents the indicative financing arrangements, followed by recommendations for the 

Board’s consideration in Section VII.  

2. Comoros’s Eligibility for HIPC Initiative Assistance and Completion Point Triggers 

2.1. Four requirements are used to assess Comoros’s Decision Point and eligibility for the 

HIPC Initiative assistance, namely, (i) high incidence of poverty and other measures of 

the social-economic progress; (ii) the preparation of an Interim Poverty Reduction 

Strategy Paper (I-PRSP); (iii) satisfactory macroeconomic management; and (iv)  an 

unsustainability of the external debt. 

Poverty and Social Issues  

2.2. With weak economic performance and persistent political instability in recent years, 

poverty is widespread and the social situation remains dire. The last household survey, 

fielded in 2004 with support from development partners (UN), indicated that 37 percent 

of Comoros’ households (or 44.8 percent of individuals) live below the poverty line. The 

incidence of poverty varies across islands and is generally higher in rural areas. 

Comparison of 1995 and 2004 survey data shows that the overall situation seems to have 

improved somewhat (with percentage  of households living below the poverty line 

dropping from 47 to 37 percent), albeit inequalities in per capita expenditures are 

substantially increasing – probably due to variances in inflows of remittances, which 

disproportionately benefited the better-off island of Ngazidja. In the absence of more 

recent data, the authorities estimate the incidence of poverty to have increased 

since 2004, given Comoros’s recent overall weak economic performance. Nevertheless, 

some progress was made towards achieving several Millennium Development Goals 

(MDGs), with Comoros being on track to achieve some of the goals: net primary 

enrollment rate, ratio of female to male primary enrollment, mortality of children under 5 

(per 1,000 births), and prevalence of HIV as percent  of population. Also substantial 

progress has been made on five others: proportion of population below poverty line, 

levels of women employed in the nonagricultural sector, infant mortality rate, maternal 

mortality and proportion of births assisted by qualified health workers. See annex 3 for 

more details. 

Poverty Reduction Strategy 

2.3. Preparation and implementation of a participatory PRSP is a key condition for 

qualification for assistance from the HIPC Initiative. In September 2009, the government 

of Comoros officially adopted the country’s first full Poverty Reduction and Growth 

Strategy Paper (PRGSP). The document builds on the strategy laid out in the Interim 

PRSP, which was approved by the Boards of the World Bank and the IMF in May 2006. 

With Comoros experiencing rapid succession of political upheavals that have hampered 

policy formulation and implementation over so many years, completing a full PRSP was 

a significant achievement. Moreover, since the early 2000s, the PRSP framework has 

been instrumental in anchoring the national reconciliation process and guiding the 

authorities in the gradual formulation of a development vision for the country. 

http://ddp-ext.worldbank.org/ext/GMIS/home.do?siteId=2
http://ddp-ext.worldbank.org/ext/GMIS/home.do?siteId=2
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2.4. The Bank Group has financed the finalization of the PRSP and an accompanying action 

plan for implementation of capacity building assistance under the Fragile State Facility 

(FSF) Pillar III (Targeted Support Window).  The FSF will finance the work of a 

Technical Assistance teams in 2010 and 2011 to continue the implementation of the fiscal 

reform and to support the ―Commissariat Général au Plan‖ to undertake a prioritization 

exercise of the PRSP. The PRSP has been finalized with the assistance of an international 

consultant as well as 2 national consultants that will assist in the implementation phase 

(Monitoring and Evaluation, and aid coordination). 

Economic Developments and Policy Track Record 

2.5. Economic conditions in Comoros have yet to recover from the effects of persistent 

political instability and the recent global crises. Real GDP growth was a mere 1 percent in 

2008 and picked up to 1.8 percent in 2009, driven by donor-funded public programs, 

remittances-based private sector construction, and expansion of the financial sector. With 

the easing of pressures on food and fuel prices since 2008, inflation is broadly under 

control
3
 and relatively softer energy prices have contributed to a narrowing of the 

external current account deficit to an estimated 7.9 percent of GDP in 2009 (11.1 percent 

in 2008). 

2.6. Comoros’s overall reform performance in the last two years demonstrates encouraging 

first steps against a backdrop of a difficult international context, and considering the 

severe capacity constraints and other institutional weaknesses it faces. The IMF has noted 

that macroeconomic policies under its 2008/09 EPCAand Extended Credit Facility 

(ECF)-supported programs have been broadly satisfactory albeit with some fiscal 

slippage. The most recent ECF program was approved in September 2009 for an amount 

equivalent to SDR13.57 million (about US$20.03 million). Under the ECF instrument, 

particularly in revenue mobilization, the domestic primary budget deficit (benchmark) 

was exceeded by 1.0 percentage point of GDP. To this end, the Comorian government 

has taken corrective measures including the (i) appointment of a permanent secretary for 

the reform-monitoring committee; (ii) reestablishment of the revenue sharing mechanism 

and completion of comprehensive reform strategies for strengthening revenue 

mobilization and improving expenditure management and; (iii) preparation of 

consolidated quarterly fiscal accounts, communicated to donors in a timely fashion.  

2.7. The Bank Group’s current intervention in Comoros includes a budget support operation 

and institutional capacity building project. Key measures that have been adopted have 

been important for the consolidation of peace and putting the country on a path of 

economic growth. 

Unsustainability of the external debt 

2.8. As of end-December 2009, Comoros’s public and publicly guaranteed external debt 

before traditional debt relief was estimated at US$286.8 million, in nominal terms, 

equivalent to US$213.1 million in NPV terms. After the application of traditional debt 

relief, the NPV of debt was estimated at US$257.4 million
4
 which was about 343.0 

                                                 
3  After accelerating to above 7 percent in 2008, inflation fell to 2.1 percent in 2009. 
4 Difference between the debt stock before and after traditional bilateral treatments is due to the debt relief resulting from the 

arrears clearance operations that were added to the NPV of debt stock as at end December 2009.  
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percent of exports of goods and services. The NPV of debt-to-exports ratio, is above the 

HIPC Initiative threshold of 150 percent, rendering Comoros’s debt as unsustainable. 

Thus, Comoros qualifies for debt relief under the HIPC Initiative’s export criterion 

2.9. The authorities are endeavoring to complete bilateral debt relief agreements on terms 

consistent with the understandings reached with Paris Club creditors in November 2009. 

They remain committed to prudent debt management and to preserving close contacts 

with donors and creditors, to secure long-term debt sustainability. Paris Club creditors 

agreed to provide an exceptional debt treatment to Comoros, beyond standard Naples 

terms. Arrears on short-term debt—a senior category of debt normally not treated by the 

Club, but which constitutes the bulk of Comoros’ debt to the Club—were deferred and 

are to be repaid over 8 years. Overall, the agreement treats debts amounting to US$13 

million and reduces by about 80 percent the payments due by Comoros over the program 

period (2009–12).The agreement includes a clause further reducing debt service 

payments due if Comoros reaches the HIPC decision point. 

Overall Assessment of Eligibility for HIPC Initiative Assistance  

2.10. From the above discussions, Management believes that Comoros has fulfilled all the 

requirements for debt relief under the HIPC Initiative. In the period ahead, it will be 

important to continue to strengthen public finances by increasing revenue mobilization 

and better aligning spending with available government resources. This requires steadfast 

implementation of the revenue and expenditure measures under the revised 2010 budget, 

and the reduction of the wage bill to levels compatible with medium-term budget 

viability. To that end, the Comorian authorities and the IMF, World Bank and the Bank 

Group have reached an understanding on the appropriate Completion Point triggers. A 

copy of the HIPC Decision Point document prepared by the IMF and the World Bank, 

which provides detailed information on Comoros’s position at the Decision Point, is 

attached as Annex 3. 

Completion Point Triggers 

2.11. In consultation with the Breton Woods Institutions (BWIs) and the Bank Group, the 

authorities have drawn up a set of conditions for reaching the floating Completion Point
5
 

under the enhanced HIPC Initiative. In addition to the standard triggers on PRSP 

implementation and macroeconomic stability, Comoros’s Completion Point triggers 

include policy measures aimed at improving public financial management and 

governance; strengthening the social sectors; supporting growth; and improving debt 

management. Public financial management and governance triggers would advance 

ongoing efforts to improve overall budget management. The triggers relating to the social 

sectors and to structural reforms are intended to improve key health and education 

outcomes, and to enhance the competitiveness and growth potential of the economy. The 

structural reform agenda aims to raise economic growth and accelerate poverty 

alleviation. A key priority is to restructure public utility companies aimed at ensuring a 

reliable and competitive supply of energy and telecommunications services. The 

summary of the agreed Completion Point triggers is attached as Annex 2. 

                                                 
5 Under the enhanced framework, the completion point is ―floating‖ as it is tied to the implementation of key structural reforms 

and poverty reduction policies. 
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2.12. Key development partners, including the Bank Group
6
 will work together to monitor the 

Completion Point triggers, with each institution leading on areas of primary competence, 

while also incorporating contributions of staff from the other institutions. The IMF will 

take the lead in monitoring macroeconomic stability. The World Bank and the Bank 

Group will focus on progress in the implementation of the PRSP and on sector-related 

triggers, including those pertaining to public financial management and service delivery, 

and to tracking of pro-poor expenditures financed with HIPC Initiative assistance. The 

Bank Group, IDA and IMF will jointly monitor structural reforms and progress in 

improving external debt management. Strict adherence to the reform agenda and 

preservation of political stability will be crucial for the program’s success. These are 

especially important in view of persistently weak institutional capacity, recurrent inter-

island tensions, and vulnerabilities to external shocks. 

3.  Debt Stock and Assistance under the HIPC Initiative and the MDRI  

3.1. At end-2009, Comoros’ public and publicly guaranteed external debt was estimated at 

US$286.8 million in nominal terms. This corresponds to US$213.1 million in NPV terms, 

equivalent to about 45 percent of GDP; 330.6 percent of exports; and 320.7 percent of 

fiscal revenues. Multilateral creditors accounted for slightly over three-fourths of the total 

debt stock in nominal terms, with liabilities to IDA alone constituting 42.1 percent of 

total external debt, 13.3 percent to the Bank Group and 3.5 percent to the IMF. The Paris 

Club creditors, with France the major creditor, accounted for almost 26 percent of 

nominal bilateral and commercial claims at end-2009. Non-Paris Club official creditors 

account for an estimated 15.1 percent of total external debt. Commercial creditors held 

2.3 percent of Comoros’ total external debt outstanding at end-2009. 

Arrears Clearance Operations 

3.2. As result of the long political instability and the related economic decline, Comoros 

accumulated external arrears which stood at US$54.0 million, in nominal terms (as at end 

2009). Of this aggregated arrears, a stock of US$36 million was owed to multilateral 

creditors, US$13.5 million to bilateral claimants, and US$4.5 million to commercial 

creditors. The bulk of arrears to the ADF were cleared between December 2007 and April 

2009 under the PCCF
7
, with the contribution credited to the Bank Group estimated at 

US$33.7 million
8
. With respect to the bilateral donors, only the European Commission 

(EC) committed to deliver its contribution to the arrears clearance in the amount of 

US$3.4 million when Comoros reaches the HIPC Decision Point. The Islamic 

Development Bank has agreed to defer any arrears to them until December 2010. 

Comoros has contacted the remaining multilateral creditors to start negotiations to clear 

arrears in the context of a comprehensive resolution of the country’s debt situation under 

the HIPC Initiative process.  

                                                 
6 The Bank’s Budget Support Operation has contributed towards macroeconomic stability, one of the key requirements for HIPC 

debt relief. 
7  See document: Union of the Comoros – Proposal for Arrears Clearance under the Arrears Clearance Programme and Post-

Conflict Country Facility – Ref: ADB/BD/WP/2007/151 of December 18, 2007. Under this arrears clearance operation, 69 

percent of the cost was financed from the Facility, 1 percent by Comoros, and 30 percent by bilateral donors. 
8  Using the data (date, amount, donor, and currency) on arrears clearance operations under the Post-Conflict Country Facility. 
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HIPC Debt Relief Assistance 

3.3. After full application of traditional debt relief mechanisms, the country’s NPV of debt is 

estimated at US$257.4 million at end-2009, equivalent to 343.0 percent of exports of 

goods and services. Comoros’s NPV of debt to exports ratio exceeded the HIPC Initiative 

threshold of 150 percent
9
. Therefore, the country qualifies for debt relief under the HIPC 

Initiative’s ―export window‖ based on end-2009 data. The HIPC assistance needed to 

bring down Comoros’s NPV of debt-to-export ratio from 343 percent to the HIPC 

threshold of 150 percent is estimated at US$144.8 million in end-2009 NPV terms, 

implying a common reduction factor of 56 percent. Based on proportional burden 

sharing, multilateral creditors’ assistance would amount to US$111.2 million, and 

bilateral and commercial creditors’ assistance to US$33.6 million (in NPV terms).  

3.4. The Bank Group’s share of HIPC debt relief amounts to US$34.6 million in 2009 NPV 

terms, equivalent to 31 percent of multilateral assistance, and 24 percent of the total 

assistance from all creditors. The Bank Group has already provided US$33.7 million in 

2009 NPV terms, and the remaining arrears of US$3.4 million that will be cleared at 

Decision Point by the European Commission will be counted toward the Bank Group’s 

contribution to the debt relief. Table 1 provides a breakdown of Comoros’s total debt 

relief in NPV terms.  

 

Table 1: Breakdown of Creditor Participation in Comoros’s HIPC Assistance 

(US$ millions, in End-2009 NPV terms) 

   
Decision Point 

Assistance 

Percent in 

Multilateral 

Creditors (%) 

As percent of 

Total Assistance 

(%) 

Total HIPC Debt Relief  144.8 - 100 

Bilateral & Commercial Creditors  33.6 - 23 

Multilateral Creditors  111.2 100 77 

Of which:     

African Development Bank Group
10

  34.6 31 24 

World Bank  45 40 31 

IMF  4.3 4 3 

Others Multilateral Creditors  27.3 25 19 

 

Expected Debt Relief Assistance under MDRI 

3.5. On reaching the Completion Point under the Enhanced HIPC Initiative, Comoros would 

qualify for additional debt relief under the Multilateral Debt Relief Initiative (MDRI). If 

Comoros reaches the Completion Point by December 2012, preliminary estimates 

indicate that MDRI relief could amount to US$52 million in NPV terms. Of this amount, 

US$30 million will be provided by IDA and US$22 million by the ADF. The estimated 

                                                 
9  The enhanced HIPC Initiative considers a country’s debt to be sustainable if the net present value (NPV) debt-to export ratio is 

maximal 150 percent, based on the debt sustainability analysis at the enhanced HIPC decision point (Export window) . In cases 

where a country has both (a) an export-to-GDP ratio of at least 30 percent and (b) a government revenue-to- GDP ratio of at 

least 15 percent, the enhanced HIPC framework considers also a fiscal window, whereby it is assumed that a country’s debt is 

sustainable if the NPV debt-to government revenue ratio is maximal 250 percent (Fiscal window). 
10 Debt relief analysis carried out excludes the remaining arrears to be cleared by the European Commission at decision point.  
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MDRI debt relief to be provided by the ADF includes the cancellation of debt disbursed 

and outstanding before end-2004 and would be delivered in full at Completion Point. In 

this respect, according to the debt data, all outstanding loans are eligible for cancellation 

under MDRI. 

4. Debt Sustainability Outlook and Sensitivity Analysis 

4.1. Traditional debt relief together with unconditional delivery of HIPC Initiative assistance 

would drive down Comoros’ NPV of debt-to-exports ratio from 343 percent as of end-

December 2009 to approximately 142.7 percent by 2012. With MDRI relief added, the 

NPV would fall further to 86.5 percent of exports in 2012, as a result of cancellation of 

debt to IDA and the ADF. The NPV of debt is projected to decline further over the long 

term. With both HIPC and MDRI debt relief, the NPV of debt would continue to decline 

to 80.2 percent of exports by 2029, assuming sustained growth in exports and the 

authorities’ prudent borrowing policy. Debt service would average about 3.9 percent of 

revenues or 4.0 percent of exports during 2009-2019.  

4.2. The sensitivity analysis indicates that Comoros’s ability to service external debt after 

HIPC relief is vulnerable to external and growth shocks. The achievement of a robust 

external debt position is also heavily influenced by the composition and terms of external 

assistance. Under the debt relief analysis, the bulk of external assistance is assumed to be 

grants and the remaining borrowing to be on very concessional terms throughout the 

projection period. The analysis underscores the importance of a sustained domestic 

reform effort to support the development of exports of goods and services (notably 

tourism), secure external assistance heavily weighted toward grants and ensure fiscal 

prudence. To this end, the Institutional Capacity Building Project approved by the Bank 

Group in July 2009 will strengthen the systems and structures needed for improving the 

country’s debt management capacity and long term debt sustainability. 

5. Bank Group Interventions in Comoros   

Strategic Group Strategy 

5.1. The Bank Group re-engagement in Comoros is recent. Following the resolution of the 

Anjouan crisis in 2008 and the lifting of sanctions in February 2009 after clearance of its 

arrears with the Bank under the Post Conflict Countries Facility (PCCF), a two-year 

Interim Country Strategy Paper 2009-2010 (I-CSP) was approved in April 2009. The I-

CSP is aligned to the Interim Growth Strategy and Poverty Reduction Paper (I-GSRP) 

prepared by the Government of Comoros. This strategy builds inter alia on the new 

strategic orientations of the Bank for increased commitment in fragile states aimed at 

mitigating the country’s fragility and providing support to an enabling environment for 

sustainable development. It also aims at assisting Comoros towards reaching the 

Completion Point under the HIPC Initiative in the near future. The Bank’s I-CSP (2009-

2010) rests on two pillars: (i) strengthening institutions and the macroeconomic 

framework, and (ii) improving water supply and sanitation.  

5.2. The basic financial package available for Comoros for the 2009-2010 period stands at UA 

15.9 million, comprising the normal performance-based ADF-11 allocation (UA5.9 

million) and the FSF Pillar I Supplemental Support (UA10 million). In addition, Comoros 
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was allocated UA 2.5 million under the FSF Targeted Support Window for capacity 

building. Comoros is also eligible and has benefitted from other Bank facilities, such as 

resources of the Rural Water Supply and Sanitation Initiative (RWSSI) for UA 2.0 

million as well as the Special Relief Fund (SRF) for UA 2.2 million. Almost all the 

resources have been committed, for a balance of UA 0.55 million under the Pillar III of 

the FSF, which has to be utilized by June 2012 for capacity building activities in line with 

the PRSP.  

5.3. Under the I-CSP, three operations were approved: (i) the Economic Support Reform 

Programme (ESRP) in July 2009, consisting of a budget support amounting to UA 2.0 

million; (ii) the Institutional Capacities Strengthening Project (ICSP) in July 2009 for 

5.26 million
11

; and, (iii) the Water Supply and Sanitation Project in December 2009 for 

UA 10.64 million. Resources of the Pillar III of the FSF have been committed up to 1.95 

million for capacity building activities in public financial management (PFM) and the 

water sector. In addition, two emergency operations were approved for the Food Crisis 

response (UA 1.5 million) in December 2008 and Assistance to Victims of Flood in 

September 2009 from SRF resources for UA 1 million.  

Bank Group Portfolio in Comoros 

5.4. The Bank Group started operations in Comoros in 1978 and has since approved thirteen 

operations comprising twelve projects and one study. Cumulative Bank Group 

commitments net of cancellations amount to UA 46.7 million as of 30 June 2010, the 

bulk of this financing (64%) being from the concessional window, the African 

Development Fund (ADF). In addition, the AfDB approved in February 2009, a 

commitment amounting to UA1.5 million emergency financing to assist in mitigating the 

adverse impact of the food crisis. Overall, the Bank Group operations in Comoros have 

been directed toward supporting economic-related infrastructure, budget support and rural 

livelihoods. In terms of sectoral distribution, infrastructure sector projects received the 

largest share (51 percent) of the total resources committed, followed by multi-sectoral 

(30.2 percent) and agriculture (11.2 percent).  

5.5. Currently, the Bank’s ongoing portfolio in Comoros is composed of five operations, the 

Economic Support Reform Program (ESRP), the Institutional Capacities Strengthening 

Project (ICSP), the Water Supply and Sanitation Project (WSSP) and the two emergency 

operations (Assistance to Flood Victims and Food Crisis Response which is under 

completion). Overall, current disbursement trends remain in line with forecasts. A 

Country Portfolio Performance Review (CPPR) is scheduled for the second half of 2011. 

The Bank Group’s portfolio in Comoros is attached as Annex 1. 

5.6. The objective of the ICSP is to strengthen national capacities in PFM, debt management 

and macroeconomic statistics. Key measures of the budget support that have been 

adopted in the framework mainly include: (i) Adoption of the Budget Procedures Manual, 

(ii) Adoption of the new harmonized budget nomenclature, (iii) Adoption of the manual 

of procedures for the treasury management, and (iii) Adoption of the new Public 

Expenditure regulation and of public expenditure justification nomenclature. 

                                                 
11 A Supplementary Grant to the ICSP of UA 0.6 million is slated to be considered by the Board in September 2010.  



 

 9 

 

5.7. Since June 2009, the Bank Group has been financing several activities that have been 

important for Comoros to reach the HIPC Decision Point using, the FSF. The activities 

financed by the FSF Pillar III essentially include: i) the finalization of the PRSP and 

associated action plan; ii) the financing of a team of 5 national long term consultants to 

support the ―Commissariat Général au Plan‖; and iii) the financing of a long-term PFM 

advisor who has provided assistance in preparing the PFM strategy and the associated 

action plan as well as in its implementation. 

5.8. Furthermore, the support from the Bank Group directly contributes towards to fulfillment 

of the following HIPC Completion Point triggers: (i) Public financial management and 

governance, (ii) Structural reform and; (iii) Debt Management. FSF pillar III will finance 

a Technical Assistance Team in 2010 and 2011 to continue the implementation of the 

fiscal reform as well as a Technical Assistance Team to support the ―Commissariat 

Général au Plan‖ in undertaking a prioritization exercise of the PRSP; to provide training 

of 80 persons in planning tools and methodology; and to prepare a pilot Public 

Investment Plan for key ministries. FSF Pillar III is also financing capacity building 

activities in the Water Sector including the audit of the Comoros Water and Electricity 

Company
12

.  

6. Indicative Financing Arrangements  

6.1. The Bank Group’s share of debt relief at Decision Point amounts to US$34.6 million, in 

2009 NPV terms. Contributions estimated at US$33.7 million, in 2009 NPV terms have 

already been delivered by the Bank through the arrears clearance operation under the 

PCCF
13

. This contribution is slightly less than the debt relief required from the Bank at 

HIPC decision point. Given the prospective clearance of the remaining arrears of US$3.4 

million by the European Commission at the Decision Point, the total debt relief to be 

credited to the Bank Group will exceed the debt relief required (equivalent to US$34.6 

million) from the Bank under the HIPC Initiative. Consequently, no further HIPC debt 

relief would be provided to Comoros by the Bank Group during the interim period
14

. 

According to the agreement reached with the HIPC Trust Fund, up-front payments to 

clear arrears of eligible countries under the Bank Group’s arrears clearance mechanism 

are acknowledged as part of its contributions toward its commitment under the Enhanced 

HIPC Initiative
15

. The total debt relief committed by the Bank Group will be revised to 

reflect the European Commission’s contribution during the HIPC DSA exercise which 

will be carried out at Completion Point.  

7. Recommendations  

7.1. In light of the foregoing, the Boards of Directors are invited to: 

                                                 
12 By end-December 2010, the government will also complete a reform strategy for the electric company, developed with the 

assistance of the Bank Group. 
13 See document: Union of the Comoros – Proposal for Arrears Clearance under the Arrears Clearance Programme and Post-

Conflict Country Facility – Ref: ADB/BD/WP/2007/151 of December 18, 2007. 
14 In line with the method agreed among multilateral development banks, any concessional clearance of arrears done by 

multilateral creditors in the context of the HIPC Initiative would be counted as part of their contribution to debt relief under the 

HIPC Initiative. 
15 Similar to arrangements were applied to Cote d’Ivoire, Congo Republic, Liberia and Togo. 
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(i) approve Comoros’s qualification for HIPC assistance at the Decision Point under 

the Enhanced HIPC Initiative; 

(ii) approve the Bank Group’s share of HIPC debt relief for Comoros, equivalent to 

US$34.6 million in end-December 2009 NPV terms; and 

(iii) note that the Bank Group’s HIPC assistance will come entirely in the form of 

arrears clearance support already provided. 
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Annex 1: Bank Group Portfolio in Comoros, as of June 30, 2010 

 (Amount in millions) 

Project Sector Effectiveness Closing Date 
Amount 

Undisbursed on 

31/03/10 (UA) 
UA US$ 

Institutional Capacities 

Support Project (ICSP) 

Multisector 

 

19/11/09 31/12/13 5.26 

 

8.0 

 

5.02 

 

Budget Support Multisector 14/09/09 31/12/10 2.0 3.0 1 

Water Supply and 

Sanitation Project 

Public Utilities -  - 10.64 

 

16.10 10.64 

Food Crisis Response Agriculture 14/09/09 31/12/09 1.5  2.27 - 

Emergency Assistance to 

Victims of Flood 

 

Social 

 

- 

 

- 

 

0.66 

 

1.0 

 

-  

Total 20.06 30.37 16.66 

Source:  OREB (Bank Group), June 2010 
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Annex 2: Triggers for the Floating Completion Point 

 

 

PRSP 

 Satisfactory implementation for at least one year of the full PRSP, as evidenced by an Annual Progress Report 

submitted by the government to IDA and the IMF. 

Macroeconomic stability 

 Maintenance of macroeconomic stability as evidenced by satisfactory implementation of the ECF-supported 

program. 

Public financial management and governance  

 Regularly produce detailed quarterly budget execution reports for a period of at least 12 months prior to reaching 

the completion point. 

 Adopt the terms of reference for a feasibility study for a comprehensive computerized public financial 

management system, including an estimate of the cost and a timetable for the installation of the proposed system. 

 Adopt by law a public procurement code consistent with relevant COMESA norms and develop related 

implementing regulations; and successfully implement the new code prior to the country’s attainment of the HIPC 

Initiative completion point; 

 Adopt a revised set of organic frameworks (organigram and staffing plans), consistent with the 2009 constitutional 

amendments, for all ministries. 

 Government approval and submission to Parliament of a draft law establishing the constitutionally-mandated 

Chamber of Accounts for external control of budget operations.  

Structural reform 

 Officially adopt reform strategies to strengthen management of Comores Télécoms (telecommunications), Société 

Comorienne des Hydrocarbures (oil import and storage), and MAMWE (electricity); and issue calls for 

expressions of interest to identify a strategic partner for at least one of the three companies 

Social sectors 

Education: Strengthen efforts towards achieving MDG 2; the authorities will: 

  Construct and equip 210 primary school classrooms following agreed standards (22 on Moheli, 126 on Anjouan, 

and 62 on Ngazidja).  

  Construct 100 separated latrines for improved hygiene and promotion of girls' participation.  

  Provide 300,000 textbooks and 25, 000 school kits (including basic school supplies) for vulnerable children. 

Health: Strengthen efforts towards achieving MDGs 4 and 6; the authorities will: 

  Conduct a national measles vaccination campaign for children 9–47 months to achieve 90-percent coverage 

nationwide (and thus consolidate progress in reducing infant mortality). 

 Carry out a national survey on risk factors for non communicable diseases to guide the development of a national 

strategy to reduce the growing burden of noncommunicable diseases. 

Debt Management 

 Improve public debt management systems, particularly adopting effective debt management software. 

 Produce detailed annual reports on external and domestic debt no later than six months after year end, including 

data on existing stocks, new loans, and debt service due and paid. At least one such report should be available prior 

to Comoros reaching the HIPC completion point. 

 Amend the 2003 decree (décret N°03-62/PR) establishing the debt management office to refocus its mandate and 

activities, consistent with the office’s capacity limitations. 
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Annex 3: IMF/World Bank HIPC Decision Point Document for Comoros 

 

 

http://www.imf.org/external/pubs/ft/scr/2010/cr10242.pdf 
 

http://www.imf.org/external/pubs/ft/scr/2010/cr10242.pdf

