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I. INTRODUCTION

L. This paper presents an assessment of the Democratic Republic of the Congo’s (DRC)
eligibility for assistance under the enhanced Initiative for Heavily Indebted Poor Countries
(enhanced HIPC Initiative). The Executive Boards of the IMF and IDA discussed the preliminary
HIPC document (EBS/02/88, 5/24/02, and IDA Report No. 24213, 5/23/02) for the DRC on
June 12 and 13, 2002, respectively. At that time, the government’s interim poverty reduction
strategy paper (I-PRSP) (EBD/02/81, 5/28/02, and IDA Report No. 24216, 5/24/02) and the joint
staff assessment (JSA) (EBD/02/82, 5/28/02, and IDA Report No. 24216) were also discussed.
On that occasion, Directors made a preliminary determination that the DRC could be eligible for
assistance under the enhanced HIPC Initiative on the basis of its heavy debt burden, its track
record of performance under IDA- and IMF-supported programs, and its status as an IDA-only
and Poverty Reduction and Growth Facility (PRGF)-eligible country. Executive Directors also
indicated that the I-PRSP provided an adequate basis for concessional assistance from IDA and
the IMF. Most Directors indicated that the DRC could reach a decision point in early 2003,
provided that (a) adequate progress continued to be made under the peace process; and (b) the
country remained on track with its IDA- and PRGF-supported programs.

2. Over the past two years, the DRC has made remarkable progress in consolidating
the peace process (although outbreaks of violence continue to occur), stabilizing the
economic situation, and creating the conditions for sustainable economic growth and
poverty reduction. An all-inclusive transitional government was nominated on June 30, 2003, to
be followed by free and transparent elections after two years. The satisfactory performance under
the IMF staff-monitored program (SMP), covering June 2001 to March 2002, paved the way for
a PRGF arrangement of SDR 580 million, approved by the IMF’s Executive Board on June 12,
2002, and renewed IDA lending, including an Economic Recovery Credit (ERC) of SDR 360.4
million {(approved by IDA Executive Directors on June 13, 2002) and an Emergency Multi-
Sector Rehabilitation and Reconstruction Project (EMRRP) of SDR 358.8 million (including an
IDA grant of SDR 31.6 million), which was approved on August 6, 2002.? The first review of the
PRGF-supported program was concluded by the Executive Board of the IMF on March 24, 2003.
The foresiry sector tranche of IDA’s ERC was released on February 14, 2003, and the mining
sector tranche on June 25, 2003. The DRC’s demonstrable progress in the areas of peace and
economic reform, as well as its heavy debt burden, continue to warrant an early HIPC Initiative
decision point. Although the outbreaks of violence imply risks, in the opinion of the IDA
and IMF staffs, the DRC has met the conditions for reaching the decision point.

3. This paper is organized as follows: Section II provides background information on the
DRC’s eligibility for assistance under the enhanced HIPC Initiative, the dimensions of poverty,
political and security developments, and the macroeconomic and structural adjustment record to

% The proceeds of the first purchase under the PRGF and the first tranche of the ERC were used
mainly to repay bridge loans that had been obtained to clear the DRC’s arrears with the IMF and
IDA, amounting to SDR 403.9 million and US$328.6 million, respectively.



date; Section III discusses the PRSP process and the medium-term macroeconomic objectives, as
well as the structural and sectoral reforms to be implemented before reaching the completion
point; Section [V presents the debt sustainability analysis (DSA); Section V lists the floating
completion point triggers, specifies how enhanced HIPC Initiative assistance after the decision
point will be used and tracked, and discusses expected progress toward meeting the Millennium
Development Goals (MDGs) as a result of the enhanced HIPC Initiative assistance; and, finally,
Section VI presents issues for discussion by the Boards of Executive Directors.

II. ASSESSMENT OF ELIGIBILITY
A. PRGF and IDA Status

4, The DRC is currently an IDA-only country, with a nominal per capita GDP of about
US$99 in 2002; it is eligible to receive resources under the PRGF. As demonstrated in
Section IV, the DRC will continue to need substantial concessional assistance from the
international community in the medium term, and is likely to remain an IDA-only and PRGF-
eligible country for many years to come,

B. Dimensions of Poverty

5. Over three decades of economic and financial mismanagement, corruption and civil strife
have caused nominal GDP per capita to decline dramatically from US$286 at independence in
1960 to US$99 in 2002. Since 1996, widespread suffering from a war involving the armies of
seven other African nations and several militias has claimed over 3 million lives, directly
through combat and indirectly through war-induced deprivation. Tt is estimated that 80 percent of
the population lives on less than US$0.20 per day. Emergmg from this decay and destruction, the
DRC may be decades away from reaching the MDGs.? For the year 2001, the 2003 United
Nations (UN) human development index ranked the DRC 167th out of 175 countries,

6. The eftects of widespread poverty are reflected in the DRC’s social statistics (Box 1).
Infant and child mortality rates are well above the already high averages for sub-Saharan Africa.
The HIV/AIDS prevalence rate is especially high in those regions that have been affected by
conflict, particularly among women. The number of people newly infected with HIV increased
by a factor of 16 between 1990 and 2000. By December 2000, about 1.1 million people were
known to be living with HIV/AIDS, and close to a million children had been orphaned by AIDS.
Life expectancy declined from 52 years in 1994 to 41 years in 2001. Malaria kills over 500,000
people per year, while more than 12.5 million were infected in 2000 by the parasite causing
sleeping sickness. Also, the incidence of tuberculosis and diarrheal diseases (including chelera
and typhoid fever) has increased significantly.

7. The I-PRSP finds that 37 percent of the population has no access to any kind of
formal health care. In 1995, only 18 percent of households had access to hygienic latrines and

3 The MDGs in the DRC context are described in Section V(E).



41 percent to potable water. In the eastern provinces, 41 percent of children under 5 years of age
are malnourished and 26 percent are severely malnourished. The child vaccination rate is 29 per-
cent. Educational statistics are similarly discouraging. Although literacy rates in the DRC remain
higher than the average for sub-Saharan Africa, gross enrollment rates are lower and declined
substantially between 1985 and 2000. In addition, the latest UNICEF survey (2001) shows that
only 17 percent of children are admitted to primary school at the legally required age of 6 years,
against 23 percent in 1995. The admission rate in urban areas is 33 percent, and in rural areas

10 percent. Only 34 percent of children in cities and 20 percent in rural areas, entering primary
school, reach fifth grade, while 31 percent of children aged 6—14 have never attended school.

C. Recent Political and Security Developments

8. Remarkable progress has been made in consolidating the peace process. The new
Transitional Constitution was enacted on April 4, 2003. Major General Kabila was sworn in as
President of the DRC on April 7, 2003 for a two-year transition period, after which free, fair and
transparent elections are to be held. An all-inclusive transition government, comprising the
President, four vice-presidents, 36 ministers, and 25 vice-ministers, was nominated on June 30,
2003. An international committee has been established to monitor the transition process.

9. However, outbursts of violence have continued to occur. In this context, fighting
among rebel groups exploiting historical rivalries between two ethnic groups (the Hemas
and the Lendus) in the northeast Ituri region has caused extensive civilian casualties,
particularly in the town of Bunia. On May 30, 2003, the UN Security Council authorized the
establishment of an Interim Emergency Muitinaticnal Force (IEMF) in Bunia, comprising about
1,400 soldiers, including 700 soldiers from France, with a broader mandate than the existing UN
Observation Mission in the DRC (MONUC). The Council stressed that the IEMF was to be
deployed on a strictly temporary basis in order to reinforce MONUC. It demanded that all parties
to the conflict in Tturi cease hostilities immediately, and that all Congolese parties and all states
in the Great Lakes region cooperate with the [EMF and MONUC to stabilize the situation in
Bunia. A recent UN Security Council delegation that visited the Great Lakes region stated that
stabilization of the situation in Ituri will require strong and sustained international
pressure on all parties to the conflict, as well as their foreign allies, to cease hostilities, the
provision of arms, and the illegal exploitation of the DRC’s natural resources. President Kabila
has requested an extension of the IEMF’s mandate beyond its current September 1, 2003
expiration date.

D. Macroeconomic and Structural Adjustment Record

10.  The DRC has also made remarkable progress in stabilizing the macroeconomic
situation and in laying the foundations for sustainable economic growth and poverty
reduction, first via the SMP, and subsequently via the Government Economic Program (PEG),
covering April 2002—July 2005, supported by an arrangement under the IMF’s PRGF, as well as
IDA’s ERC and EMRRP.



11. The implementation of bold and heavily front-loaded measures under the

SMP marked a turnaround in the conduct of economic policy that has produced
significant results, especially by breaking the vicious circle of hyperinflation and currency
depreciation. Important progress has been made in strengthening public finances via a return to
normal budgetary procedures, including the centralization of revenue and expenditure, and a
reduction in the use of extrabudgetary channels, A monthly treasury cash-flow plan has been
strictly implemented.

12.  Through March 2003, performance under the PRGF-supported program was
broadly satisfactory. For the first time in 13 years, economic growth was positive (about

3 percent) in 2002. The end-of-period inflation rate was about 16 percent in December 2002,
sharply down from 135 percent the year before. At end-May 2003, end-of-period inflation stood
at 4.6 percent, owing to the rise in the prices of petroleum products of 9 percent in mid-February
and 10 percent in mid-March, Adjusted for these two price increases, the inflation rate was about
2.5 percent, in line with the rate of 6 percent initially projected for the end of the year. Fiscal
performance in 2002 was better than programmed, with revenue slightly higher and expenditure
slightly lower than anticipated. In the first quarter of 2003, fiscal receipts (excluding grants) were
in line with the program target, while overall expenditure was lower. However, while overall
fiscal performance was broadly on track, the anticipated shift in the composition of
expenditure toward pro-poor spending has not materialized, owing to a shortfall in foreign-
financed investment and social outlays, and an increase in security- and sovereignty-related
expenditure associated with the inter-Congolese dialogue and the security vacuum that
developed after the withdrawal of foreign troops. At end-2002, while the combined share of
defense, security, and institutional spending amounted to 48 percent of government primary
expenditure, social expenditure accounted only for 7 percent of government primary expenditure,
instead of the targeted 15 percent.

13.  While implementing its stabilization measures, the DRC was able to initiate, mainly
supported by IDA, (a) the rebuilding of agricultural production and the enhancement of food
security; (b) the rehabilitation and reconstruction of critical infrastructure; (c) the restoration of
essential social services and the rebuilding of community infrastructure; and (d) the
strengthening of the institutional and administrative capacity of the government, with technical
assistance from: IDA and the IMF.

14. Since early 2001, far-reaching structural measures have been put in place, resulting
in the removal of major economic distortions, notably via the unification of multiple exchange
rates and the liberalization of prices, the latter including the introduction of a transparent and
automatic mechanism for the pricing of petroleum products. Important changes in the judicial
and regulatory environment are also under way, as illustrated by the adoption of new legislation
on the exchange and payments system; a new banking law; new statutes for the Central Bank of
the Congo (BCC) that enshrine its independence in the conduct of monetary policy; new
investment, mining, forestry, and labor codes; the abolition of the export monopoly and the
implementation of certification of origin for diamonds; and the replacement of exceptional
military tribunals by civil courts for business and economic affairs.



15.  Further structural and sectoral reforms are being undertaken or initiated
as follows:

. Banking sector reform. With a view to reviving financial intermediation and increasing
the effectiveness of monetary policy, the following measures are being implemented with
IDA assistance, albeit with some delay compared with the original schedule: (a) the
updating, by end-July 2003, of the already completed audits of four commercial banks;
(b) the completion, by end-August 2003, of audits of the five commercial banks that have
not yet been audited; and (c) the drawing up and introduction, by end-December 2003, of
an appropriate recovery plan for those banks that are considered solvent on the basis of
the audits. In addition, the BCC is implementing, with technical assistance from the IMF,
an action plan aimed at improving its accounting system, management, and operations;

. Concerning public enterprises, the Steering Committee on the Reform of Public
Enterprises (COPIREP) has been established, and its members are being selected. The
program of voluntary separations (about 9,000 staff) at the public mining company
GECAMINES, financed by IDA’s ERC, will begin in late July 2003 and is expected to
be completed by December 2003, The restructuring plan of GECAMINES is expected to
be approved by the government at the same time. The audit of cross debts between public
enterprises and the government is expected to be finalized by September 2003. Based on
the results of the audit, a timetable will be established by end-2003 for the clearance of
certified arrears; and

. The government has continued to stress the promotion of good governance and
measures to combat corruption. An anticorruption strategy and an anticorruption action
plan were adopted in February 2003. Results from the audits of the tax and customs
administrations, as well as some public enterprises, were published in the local press and
led to the replacement of a number of high-ranking public officials. All IDA and most
other externally financed public projects are now subject to a transparent bidding process.
Government budget execution for 2001 and 2002, as well as the yearly financial accounts
of the BCC, will be audited by the General Accounting Office and an international firm,
respectively. The Code of Ethics and Good Conduct, applying to all public servants, was
published in November 2002.

III. MEDIUM-TERM STRATEGY FOR POVERTY REDUCTION
A. The PRSP Formulation Process

16.  In March 2002, the government produced an I-PRSP through a participatory
process that, in preparation of the full PRSP, will broaden as the country reunifies.
Consultations carried out in four provinces showed that the population constders the primary
causes of poverty to be appalling governance at all levels, economic mismanagement, systematic
plundering of public and natural resources, the gross inadequacy of public services, and the lack
of maintenance of economic and social infrastructure. The poverty reduction strategy that
resulted from these consultations envisages three phases of policy effort—stabilization,
reconstruction, and development—and is based on three pillars of activity: (a) restoring peace
and achieving good governance; (b) stabilizing the macroeconomic envircnment and achieving
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pro-poor growth; and (c) placing local communities in a central position in the formulation and
implementation of social and development activities. The I-PRSP has been translated into the
four main national languages. Although the participatory processes underpinning the I-PRSP*
were largely restricted to stakeholders in the provinces under government control, all parties to
the inter-Congolese dialogue unanimously endorsed the economic agenda of the government
embodied in the I-PRSP.

17. A National Poverty Survey, one of the first steps planned for drawing up the full PRSP,
has been under preparation since June 2002. It uses a focus-group method (field-tested during
November—December 2002), which is faster, but less comprehensive than a household survey.’
The National Poverty Survey will identify poor groups and communities by reference to specific
benchmarks (e.g., distance from schools, health centers, water wells). A full PRSP is to be
completed in the third quarter of 2005.

18.  The joint assessment of the I-PRSP by the staffs of IDA and the IMF concludes that the
strategy paper provides an adequate basis for the development of a participatory full PRSP and
the provision of concessional assistance. The Executive Directors of the IMF and IDA endorsed
this joint assessment on June 12 and 13, 2002, respectively. The recently issued joint staff
assessment of the authorities’ PRSP Preparation Status Report of June 2003 recommends that
Directors reconfirm their earlier conclusions.

B. Macroeconomic Objectives

19.  The macroeconomic objectives for the period 2003--05° include, inter alia, (a) an average
real GDP growth rate of 6 percent over the period 200305, implying an average annual increase
in per capita GDP of about 3 percent; (b) a reduction in the annual inflation rate to 5 percent by
2005; and (c) a gradual increase in gross international reserves to about 11.5 weeks of non-aid
imports of goods and services by 2005 (Table 1).” These growth patterns are consistent with
those observed in other post-conflict countries, but imply levels well below those from before
the war.

# I-PRSP, paras. 65-72.

> A large-scale household survey would be of questionable value in a country that is emerging
from war and subject to large movements of displaced households and individuals.

® Longer-term scenarios are discussed in Section IV in the context of the DSA.

7 Debt service, debt relief, and related social expenditure data in this document are based on a
debt sustainability analysis (DSA) using end-2002 as the reference date, and differ from those in
the staff report on the second review under the PRGF arrangement (EBS/03/98, 7/9/03), which is
based on an end-2001 DSA. The change in reference date affects the balance of payments and
the budget over the medium term (see Tables 1 and 3 for details).
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20.  The external current account deficit, including grants but before debt relief, is expected
to widen to 8.1 percent of GDP in 2005 (Table 2). As in other post-conflict countries, imports of
investment goods, driven by the return of external assistance and reconstruction, will lead this
trend. In principle, the program is financed through 2005, with the bulk of program financing
being provided by multilateral creditors, and project financing by both multilateral and bilateral
creditors. At the December 2002 Consultative Group meeting, assistance in the amount of
US$2.5 billion was pledged over the 200305 period.

21.  Fiscal policy will continue to aim at continued consolidation while improving
transparency and tracking of public expenditure, as well as reorienting the composition of the
budget toward pro-poor spending. Revenue (excluding grants) is projected to increase from

7.9 percent of GDP in 2002 to 10.2 percent in 2005, and grants from 0.4 percent of GDP to

5.7 percent (including HIPC Initiative assistance) (Table 3). Total expenditure (on a commitment
basis) will rise from 10.4 percent of GDP in 2002 to 20.2 percent in 2005, driven by foreign-
financed investment and the resumption of interest payments on external debt. The overall
consolidated balance, on a cash basis and after debt relief, would widen to a deficit of 3.6 percent
of GDP in 2005.

22.  The BCC will continue to pursue a monetary policy aimed at price stability in the
context of the floating exchange rate regime.

C. Governance, Structural, and Institutional Reforms

23.  Reducing corruption and improving governance. The government is responding to
widespread civil society skepticism about the commitment of any Congolese government—past
or present—to reducing corruption. To this end, the government’s anticorruption strategy,
adopted in November 2002, focuses on (a) the establishment of a credible legal, regulatory, and
institutional framework to combat corruption; (b) the implementation of effective sanctions
against corruption; and (c) reform of key public sector institutions. With regard to the legal,
regulatory, and institutional anticorruption framework, the authorities have (i) created an
anticorruption commission (in August 2002); (ii) supported independent civil society watchdog
structures; (iii) adopted the Code of Ethics and Good Conduct applicable to all public officials
(in November 2002); and (iv) prepared an anticorruption law.® Sanctions will include withdrawal
of business licenses and operating agreements, and fines. The government also intends to foster
effective partnership among the public sector, civil society, the private sector, and international
organizations specialized in the fight against corruption, such as Transparency International and
Interpol, and improve public access to relevant information. Finally, reform of public institutions
will include civil service reform, judicial sector reform, improved public finance management on
both the revenue and expenditure sides, reform of the procurement system, increased
transparency and accountability at the local level, and a major effort to improve the quality of
public services in priority sectors (i.e., health, education, rural development, and infrastructure).

® The anticorruption law is to be discussed by parliament in the fourth quarter of 2003.
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24. Civil service reform. The government is aware that a comprehensive reform of the
public administration is needed to reduce corruption and to improve governance and public
service delivery. Its strategy focuses on redefining the key missions of priority ministries and
public service agencies, as well as upgrading the skill levels and productivity of their staffs. In
the meantime, with the strengthening of revenue mobilization and the streamlining of the civil
service, salary levels will gradually increase from their relatively low levels, while maintaining
fiscal sustainability. This will help to reduce corruption, while setting up broader incentives and
control systems to improve productivity and performance. Thus, emphasis will be on

(a) eliminating ghost workers from the civil service payroll; (b) putting in place a retrenchment
program for civil servants having reached the retirement age, for which assistance has been
solicited from IDA; (c) undertaking a comprehensive civil service census; and (d) implementing
a functioning and secure integrated personnel and payroll management system.

25.  The management of public financial resources. The 2002 Public Expenditure Review,
which focused on the Assessment and Action Plan (AAP) and the sectors that would benefit
from HIPC Initiative assistance, has identified specific steps to strengthen public expenditure
management in the short and medium term. These include the implementation of a new budget
classification system and a rationalized budget expenditure chain, the full integration of
externally financed projects in budget formulation and reporting, the rationalization of control
and audit procedures, and the implementation of a new accounting system. The I-PRSP

(para. 15) calls for specific monitoring provisions to ensure that expenditures are compatible
with the National Poverty Reduction Charter.

26.  Improving the quality of public services and institutions in priority sectors. Major
efforts are planned to improve the quality of services needed to reduce poverty (see

subsection D) and promote private sector-led growth, A public expenditure tracking exercise
will be undertaken in key sectors to assess the share of public resources that is actually spent on
intended uses and to verify that these resources arrive at their intended destinations (e.g., schools,
health centers, agricultural extension services, and road maintenance units). This exercise will be
complemented by (a) assessments by beneficiaries of the quality of services provided, and

(b) assessments by service providers of the difficulties encountered in the provision of services.
Work is under way on a comprehensive reform of the government procurement system, with
assistance from IDA.

27. Promotion of private sector development. A major objective of the government’s
economic program is to promote private sector activity through (a) a new legal and
regulatory framework and related institutions (i.e., courts, arbitration centers, and regulatory
agencies); (b) a revised tax system, including simplified enterprise and indirect tax systems,
based on a review that was completed in March 2003; (¢) a reduction in transaction costs
pertaining to enterprise creation and commercial transactions (e.g., through one-stop windows
for investment and international trade transactions); (d) an improvement in financial intermedia-
tion; (e) the reform of public enterprises; and (f) the settlement of government arrears to private
enterprises. Private sector development will be supported by IDA in the context of a Private
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Sector Development and Competitiveness Project, currently under preparation, and future
fast-disbursing operations, whose preparations are to begin shortly. Both types of operation will
be supported by specific conditionalities.

D. Social and Sectoral Policies

28, The DRC is far from meeting the MDGs related to mortality, health, and education.
Public contributions to social services (e.g., health and education) have declined to negligible
levels over the last two decades, mainly as a result of a lack of government resources and the
effects of conflict. The large-scale displacement of people has also seriously disrupted the
delivery of social services.

29.  Health. Since 1975, health care delivery has been based on decentralized health zones,’
and access to primary health care services is available to 50 percent of the population, up from
10 percent in 1975. However, public health and health services delivery have deteriorated
drastically over the past decade. Key objectives in the health sector for 2003—-05 are

{(a) establishment of a legal and regulatory framework suitable for the development of public-
private partnerships that are essential to an improvement in service provision; (b) reinforcement
of existing partnerships among the public, private and non-profit participants in the sector, and
local communities; and (¢) better access to essential health services, through, among other things,
rehabilitated infrastructure and improved human resources, and better provision of financing,
medicine, and other inputs to local units, particularly for the 50 percent of the population living
in targeted health zones. To this end, the I-PRSP envisages the allocation of at least 15 percent of
the national budget to health sector spending by 2005, up from about one percent in 2001. These
resources will be complemented by continued assistance from foreign donors, particularly under
the IDA-coordinated EMRRP, whose health component envisages assistance to 55 health zones
that are currently unassisted. Thus, the DRC would be able, especially at the community and
health zone levels, to begin combating HIV/AIDS, malaria, sleeping sickness and other diseases,
and supporting vaccination campaigns.

30. Education. The coverage, quality, and equity of education have also deteriorated,
especially in primary education.'’ Government support of public education has become
virtually nonexistent. Multilateral and bilateral external financing for education (US$12 million
in 2002) lags far behind donor financing for other sectors. Most schools in the DRC are operated

? A health zone is a specific geographical area covering about 150,000 inhabitants and
200 communities. Each zone comprises 20 satellite health centers and a referral hospital.

12 The country nearly achieved universal primary school enrollment in the 1970s, but by 2001 net
enrollment had fallen to about half of the 6—11-year age group. There are huge gender and other
disparities within and among provinces.
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by nongovernmental groups, mainly churches, and are entirely financed by fees. The I-PRSP
(para. 130) commits the government to providing free primary education and upgrading the
quality of teachers and teacher-training institutions.

31. To improve education, the authorities intend to conduct a thorough analysis of the
education sector and develop a strategic financing plan for major reform by end-2005, in
collaboration with private sector and civil society stakeholders and donors. The government will
also ensure timely payment of teacher salaries and will support programs that rehabilitate
physical infrastructure, supply essential learning materials, and provide intensive in-service
training, Also by end-2005, the government will have (a) clarified its role in primary education
vis-a-vis other partners and drawn up a transparent framework for cost sharing in the sector;

(b) allocated at least 10 percent of the national budget to education; (c) identified specific
measures that will accelerate the implementation of the Education for All Tnitiative;'’ (d) updated
the national textbook policy and distributed 5 million textbooks to primary schools; (e) put in
place and implemented a policy on teacher recruitment, training, and remuneration;

() established a policy and operational mechanism for school mapping; and (g) renovated

200 primary schools.

32.  Social protection. The I-PRSP emphasizes the need to support grassroots approaches
based on local priorities. To achieve this goal, the Ministry of Social Affairs is using a
participatory approach, which includes other relevant government ministries, donors,
nongovernmental organizations (NGQOs), and community groups to develop a comprehensive
strategy to deal with social protection issues. The primary objective for 2003-05 will be the
development and implementation of this strategy, as well as the development of a coherent
social-protection program, to be supported by IDA.

33. Infrastructure. Neglect, mismanagement, and war damage have led to the near-collapse
of the DRC’s infrastructure. As the country moves from a period of stabilization to one of
reconstruction, the government will initiate during 200305 a long-term process of
infrastructure rehabilitation, with assistance from the international community. The I-PRSP
(paras. 123 and 155) describes the authorities’ program for infrastructure rehabilitation, and the
use of community and regional service brigades to maintain this infrastructure. Development
strategies have been prepared or are being drawn up for transport, water, sanitation (I-PRSP,
paras. 139-142), and electricity. IDA’s EMRRP is financing activities to improve road, river,
rail, and air transportation, rehabilitate the electricity and water supply networks and, in major
cities, improve solid waste services, maintain and rehabilitate streets and drainage systems, and
control erosion. Particular attention is being given to the rehabilitation of major roads and rural
tracks, to reduce the cost of transportation.

" This worldwide initiative is intended to ensure that by 2015 all children, especially girls,
children in difficult circumstances, and those from ethnic minorities, have access to, and actually
complete, free and compulsory primary education of good quality. In addition, it represents a
commitment to eliminate gender disparities in primary and secondary education by 2003.
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34.  Natural resources. The natural resource sector (i.e., mining and forestry) is expected to
make a major contribution to economic growth, export earnings, and poverty reduction. New
mining and forestry codes were adopted in 2002 that aim at improving transparency and
increasing the role of the private sector. Concerning the mining code, the implementing decrees
were issued in April 2003. By end-2005, the government intends to have (a) completed the legal
and regulatory reform programs in the mining and forestry sectors; (b) significantly improved the
capacity to enforce the new mining and forestry codes; (c) substantially restructured key public
enterprises operating in the mining sector through, inter alia, partnerships with the private sector;
and (d) implemented a framework for community forestry management and the distribution of
revenues to local communities. Strenuous efforts will be made in both sectors to implement
dissuasive sanctions against illegal exploitation. These policy reforms will be supported by
future IDA operations and monitored under the government’s IMF- and IDA-supported
gconomic prograim,

35.  Rural development. Rural development is a key instrument for reducing poverty and
improving food security. During the next three years of reconstruction, the government intends
to focus on improving agricultural production capacity, enhancing the efficiency of domestic
marketing, and formulating a comprehensive development strategy. These activities are
supported by the EMRRP, whose rural sector component is focused on the rehabilitation of rural
access roads and tracks, and the provision of agricultural extension services to farmers,
particularly via distribution of seeds and pesticides.

IV. DEBT SUSTAINABILITY ANALYSIS AND ENHANCED HIPC INITIATIVE ASSISTANCE

36.  The debt sustainability analysis (DSA) presented in this section is an update of the
one presented in the preliminary enhanced HIPC Initiative document.'? Tt was prepared
jointly by the Congolese authorities and the staffs of the IMF and IDA, based on loan-by-loan
data on external debt outstanding and disbursed as of end-December 2002 provided by the
authorities and creditors.” The loan-by-loan debt reconciliation process has been completed with
all of the DRC’s multilateral creditors, except one,' and the reconciled multilateral data account

12 Data on debt, debt service, and debt relief are derived from the 2002-based DSA presented in
this section, and differ from the estimates and projections presented in the IMF staff report for
the second review under the PRGF (EBS/03/98, 7/09/03), which were based on end-2001 debt
data and preliminary estimates of the impact of the September 2002 Paris Club rescheduling.

13 The debt stocks include short-term debt in arrears for more than one year.

14 The only multilateral creditor whose debt has not been reconciled is the Banque de
développement des Etats des Grands Lacs (BDEGL), which is based in Goma (eastern DRC).
Communications with this creditor are difficult, and the authorities have made good-faith efforts
to establish contact, without a response. Based on the DRC authorities’ data, the BDEGL’s
claims on the DRC at end-2002 account for less than 0.1 percent, in net present value (NPV)
terms, of the DRC’s total stock of debt (Table 5).
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for about 37 percent of the total net present value of the DRC’s outstanding stock of debt at end-
2002. The loan-by-loan recongciliation process has been carried out with most bilateral creditors
via the review of pending or signed bilateral agreements with Paris Club creditors under the
September 13, 2002 rescheduling. Overall, about 83 percent of the net present value of the
DRC’s total stock of external debt outstanding at end-2002 is reconciled, although, in some
cases, estimates were used where full accounting data were unavailable."® The baseline
projections presented in this section simulate the impact of a hypothetical stock-of-debt operation
by Paris Club creditors on Naples terms at end-2002, as well as comparable treatment by all
other official bilateral and commercial creditors. The end-2002 exchange rates and discount rates
used for the calculation of the net present value (NPV) of debt are presented in Table 7.'

A. The Structure of External Debt

37.  The DRC’s external public and publicly guaranteed debt, in nominal terms, is
estimated at US$10.7 billion at end-December 2002 (Figure 1 and Table 5). After the assumed
full use of traditional debt-relief mechanisms for bilateral and commercial debt, and excluding
the clearance of multilateral arrears implemented in, or planned for, 2001-03, the stock of
external debt outstanding in NPV terms is estimated at US$7.9 billion (Figure 2 and Table 5).
Paris Club bilateral creditors account for the largest share of this debt—54.8 percent, or

US$4.3 billion in NPV terms, of which the largest Paris Club bilateral creditor, the United States,
accounts for US$1.2 billion in NPV terms. Multilateral creditors account for about 39.2 percent
of the NPV of debt outstanding, or US$3.1 billion. The main multilateral creditors are the
African Development Bank (AfDB) Group (USS1.1 billion), IDA (US$1 billion), and the IMF
(US$0.6 billion). Non-Paris Club official bilateral creditors and commercial creditors account
for the remaining debt outstanding (US$274 million and US$200 million, respectively, in

NPV terms).

38.  External arrears. Owing to the DRC’s failure to service its debt for nearly a decade,
80 percent of the DRC’s debt was in arrears at end-2001. Of the US$10.6 billion of arrears that
had accumulated at end-2001 (Table 4), about 16.9 percent, or US$1.8 billion, was owed to
multilateral creditors—arrears to the AfDB Group totaled US$779 million; to the IMF

'* Among non-Paris Club official bilateral creditors, end-2002 debt stocks were taken from
statements for Kuwait. For all other non-Paris Club official bilateral and commercial creditors,
including London Club creditors, estimates of debt stocks were made using available original
disbursement and repayment schedules. Late penalties were estimated using the same method
employed for Paris Club debt, namely, using either the original contractual interest rates or end-
2002 commercial interest reference rates (CIRRs). Public enterprise debt is included, except for
nonguaranteed bilateral and commercial debt, for which data were unavailable at the time of the
preparation of this document.

18 The discount rates are the average currency-specific CIRRs for the six-month period July-
December 2002.
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USS$503 million; to IDA US$190 million; and to the IBRD US$128 million. As of end-2001,
arrears of US$8.2 billion were owed to Paris Club bilateral creditors, and an additional
US$366 million and US$251 million in arrears were owed on non-Paris Club official bilateral
and commercial debt, respectively.

39, Treatment of multilateral arrears. On June 12, 2002, arrears to the IMF were cleared
through a bridge loan. Arrears to IDA and the IBRD, as well as those on the European Union
(EU) loan administered by IDA, were cleared on July 3, 2002, also using the proceeds of a
bridge loan (Box 2). The African Development Fund (AfDF) arrears were cleared on July 1,
2002 through a grant; those to the AfDB were consolidated with current maturities and reprofiled
over 20 years, including a two-year grace period. Arrears to BEAC (Banque des Etats de I’ Afrique
Centrale} were cleared on January 9, 2001 and, more recently, arrangements to clear arrears to the
International Fund for Agricultural Development (IFAD) and the Arab Bank for Economic
Development in Africa (BADEA) were signed in December 2002 and March 2003, respectively.
An agreement to clear arrears owed to the OPEC Fund was concluded in April 2003. The
remaining multilateral creditors—with the exception of the BDEGL—have arrears clearance
procedures in place based on agreed plans. In line with the method agreed with multilateral
development banks (MDBs), any debt reduction provided by multilateral creditors resulting from
a concessional treatment of arrears will count toward their contribution to assistance under the
enhanced HIPC Initiative."”

40.  Paris Club agreement. The DRC reached a rescheduling agreement with the Paris Club
on September 13, 2002. The agreement provides for a flow rescheduling on Naples terms on pre-
cutoff-date debt in arrears as of end-June 2002 and current maturities falling due during the
PRGF arrangement period from beginning July 2002 to end-June 2005. The agreement includes
exceptional treatment of short-term debt in arrears for more than one year, post-cutoff-date debt,
including arrears, and a 100 percent capitalization of moratorium interest on pre-cutoff-date debt,
which is to be repaid over eight years, including a grace period of four years. Non-Paris Club
official bilateral creditors and commercial creditors are expected to provide debt relief on terms
comparable to those of the Paris Club.

41,  Net positive transfers. During the process of normalizing its relations with the
international community, the rescheduling of arrears increases scheduled debt service from 2003
onward. On the basis of normalized relations with external creditors, however, new external
resources are expected to more than offset the increased debt-service obligations and will result
in net positive transfers during the interim period and beyond (Table 12).

42,  Comparison with the preliminary document. The end-2002 debt data used in this DSA
reflect updated information obtained since the preparation of the preliminary enhanced HIPC
Initiative document. Prior to the preparation of the preliminary document, the DRC had not

17 See the Attachment to “HIPC Debt Initiative: the Chairman’s Summary of the Multilateral
Development Banks’ Meeting,” March 6, 1998, IDA/SecM98-90.
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undertaken a full data reconciliation process since the previous Paris Club rescheduling in 1989.
The estimate of the nominal stock of debt at end-2002 reflects the loan-by-loan reconciliation
process undertaken by the authorities. The debt stock has decreased by US$2.2 billion over the
end-2001 nominal debt stock reported in the preliminary document primarily due to the 2002
Paris Club rescheduling (Box 3). The NPV of debt after the assumed full use of traditional debt
mechanisms at end-2002, compared to the end-2001 total, has increased by about US$0.6 billion
primarily due to exchange rate and discount rate movements, as well as disbursements from the
IMF and IDA in 2002.

B. Long-Term Macroeconomic Assumptions

43,  The underlying macroeconomic projections used in the DSA and agreed upon with
the DRC authorities assume continued progress toward effective reunification. They also
assume the continued implementation of sound macroeconomic policies, as outlined in the
current three-year program supported by the IMF’s PRGF, further structural reforms, and an
improvement of key social indicators through the implementation of the DRC’s poverty-
reduction strategy (Box 4). Prospects for the medium term reflect anticipated investment in the
natural resource sectors, while the longer-term projections anticipate a gradual return to prewar
production and export levels.'® The long-term macroeconomic outlook is also critically
dependent on continued concessional assistance from donors beyond the resources expected to
be provided under the enhanced HIPC Initiative. Loans are expected to account for a growing
proportion of gross financing, and under the PRGF-supported program all new external
borrowing is assumed to contain a grant element of at least 35 percent.

44, The authorities® sound macroeconomic policies, which have been in place since mid-
2001, and their ongoing far-reaching structural reforms are already accelerating real GDP
growth. The outlook envisages a period of reconstruction (2002-05), followed by sustained
development starting in 2006. Annual real GDP growth is projected to accelerate through the
medium term, from 3 percent in 2002 to 7 percent in 2005 and 2006, before gradually declining
to about 6 percent in 2009, 5 percent in 2013, and 4 percent in 2020 (Box 4 and Table 13). This
performance is consistent with recent IMF findings on the sources of growth in the DRC (Box 5)
and the experiences of other post-conflict countries. " Institutional capacity building is projected
to permit a doubling of the government’s share of GDP, so that revenue, excluding grants, will

'® While most merchandise exports are produced in the government-controlled areas of the DRC,
about 10 percent, in value terms, are estimated to be exported from areas outside effective
customs control. The IMF staff estimated unrecorded exports using EU data and the IMF’s
direction of trade statistics, adjusted by estimates calculated by the BCC.,

1% In a sample of 16 countries that experienced conflict in the 1980s and 1990s, annual real GDP
growth averaged 5.9 percent during the five post-conflict years, and some countries performed
better (e.g., Mozambique, Lebanon, and Rwanda).
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increase from 8 percent of GDP in 2002 to 16 percent in 2022, a level that is still well below the
average for sub-Saharan Africa.

45.  Economic recovery is expected to be sustained by significant levels of official
external financing (grants and loans), which in gross terms is expected to reach 16.3 percent of
GDP in 2005, before gradually declining to about 3 percent by 2022 (Table 13). Official grants
are expected to exceed official net loan flows until 2020, and the share of grants in total official
assistance is expected to decline steadily until it reaches about 26 percent in 2022. Official loan
assistance is assumed to be provided on IDA-comparable concessional terms until 2008;
thereafter, the concessionality of credits to the DRC would gradually decline. Foreign direct
investment is expected to respond to opportunities in, inter alia, the natural resource sectors.
External loans to the private sector are also projected to become increasingly significant in the
medium and long term as the economy strengthens.

46. Supported by external financing, public and, snbsequently, private gross investment
are projected to underpin growth and exports, especially through the next decade. Starting
from an unusually small base, earnings from the export of goods and services should recover
sharply, rising from about 22 percent of GDP in 2002 to about 27 percent in 2007, before
declining gradually to about 25 percent by 2022. The export sector’s contribution to the balance
of payments will be offset by imports of investment goods related to reconstruction and recovery
in the first half of the projection period. Consequently, a surplus on the trade balance of goods
and services is not expected before 2019, and a surplus on the current account, including grants
and after debt relief, is not anticipated before 2016,

47.  Looking forward, if real GDP growth averages 5.3 percent over the period 2003-22, as
currently projected, it will take 12 years for real GDP to return to its 1990 level. Assuming that
the population continues to grow at an annual rate of about 3 percent, it will take 39 years to
reach the 1990 level of real per capita GDP, and 61 years to reach the 1960 level.

C. Long-Term Macroeconomic Risks

48.  The long-term macroecenomic objectives for the DRC are ambitious, and will be
achieved only if the upturn in economic policies since early 2001 continues steadily. A weaker
policy stance or a return to past poor policy performance, as well as more volatile or lower
export prices, would represent a major setback. This section, therefore, examines the possible
economic outcomes in the DRC if the government’s reform program experiences delays and
perhaps reversals, the security situation takes longer than expected to stabilize, and/or exports
grow more slowly than currently projected. Patchy policy performance would dampen foreign
investment and could lead to less concessional foreign assistance. Implementation of the
infrastructure rehabilitation projects underpinning the expected return to higher production levels
would also slow down. Public investment would rise more slowly from its current level of about
4 percent of GDP. Expected investment in export industries would be hindered by transport
bottlenecks. The combined effect of these risks would cause a fall in the growth rate of
merchandise export receipts to an annual average of about 1 percent a year during 2003-22,
sharply lower than the 8 percent projected under the program. The government’s fiscal position,



-20 -

hampered by less rapid growth in tax revenues, would also weaken the capacity of the public
sector to contribute to the delivery of basic health and education services. Key social indicators
would be unlikely to show improvement and could even deteriorate further, exacerbating the
consequences of the DRC’s decline over the last several decades.

49.  This “reduced-performance” scenario implies that average annual real GDP growth over
the projection period (2003-22) could fall below 4 percent a year. With an annual population
growth rate of about 3 percent, per capita incomes would rise annually by at most 2 percent
during the projection period, but could decline in some years. The per capita real income of the
DRC is currently one-fourth of what it was in 1960; under this scenario, it would take
about two centuries to return to the 1960 level.

50. - The NPV of debt-to-exports ratio would, under this scenario, never fall below

150 percent during the projection period. The total value of merchandise exports in 2022
would be about 70 percent lower than projected in the baseline scenario. Reduced export growth
would also reduce real GDP and fiscal revenue growth, such that by 2022 nominal GDP and
government revenue would both be about 40 percent lower than in the baseline scenario. Under
these assumptions, the ratio of the NPV of debt to exports and the ratio of debt service to exports
would average 633 percent and 17.1 percent, respectively, during the period 2003-05. The
corresponding figures for 2006-14 are 178 percent and 14.6 percent, respectively; those for the
period 2015-22 are 253 percent and 16.0 percent, respectively. In particular, the NPV of debt-to-
exports ratio attains its lowest value at 165 percent in 2009 and rises to 289 percent in 2022
(Table 11 and Figure 7).

51.  The growth and debt sustainability outcomes in this scenario would clearly be
unacceptable for both the authorities of the DRC and the international community. This scenario
highlights the critical importance of joint action by the international community, together with
the government and civil society of the DRC, to implement policies that will support average
annual real growth rates of at least 5-6 percent, as programmed. While this goal may seem
ambitious, the experiences of Mozambique, Lebanon, and Uganda indicate that it is possible.
For the government, this would require that macroeconomic stabilization (including prudent
debt management), good governance, and a sound legal and regulatory framework supportive of
outward-oriented private sector development remain high priorities. For the international
community, this implies that good policy performance in the DRC will need to be rewarded with
timely and adequate financial assistance on appropriately concessional terms, especially in the
event of adverse external developments.

52.  An alternative scenario incorporates the possibility that the concessionality on new
borrowing could be lower than projected, which could result from higher interest rates, shorter
maturities, and/or shorter grace periods. The scenario developed here looks specifically at the
impact of a 3 percentage points increase in interest rates starting in 2003 and remaining in place
throughout the projection period. Through 2008, higher interest rates are assumed to affect only
official bilateral loans, while, from 2009 onward, interest rates are assumed to be higher on all
nonconcessional loans. Additionally, the proportion of nonconcessional loans in long-term gross
public disbursements is also assumed to be higher than in the base case, 30 percent on average
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during 2009-22, compared with 27 percent in the base case. Both export receipts and
government revenues are assumed to remain unchanged from the baseline scenario. Under these
assumptions, the ratio of the NPV of debt to exports would average 580 percent over the period
2003-05, while the debt service-to-exports ratio would average 14.4 percent. The corresponding
figures for 200614 are 110 percent and 8.6 percent, respectively; those for the period 2015-22
are 136 percent and 9.6 percent, respectively.

D. Enhanced HIPC Initiative Assistance

53.  On the basis of the macroeconomic assumptions and projections outlined in Box 4,
the DRC’s external debt will remain unsustainable even after the full application of
traditional debt-relief mechanisms. The NPV of the debt-to-exports ratio is estimated at

758 percent at end-2002 and would remain above 150 percent throughout the 20-year projection
period (Table 10).%°

54.  The total amount of enhanced HIPC Initiative assistance required to bring the ratio of the
NPV of debt to exports to 150 percent’’ would be US$6.3 billion in NPV terms, implying a
common reduction factor of 80.2 percent (Table 6). Based on proportional burden sharing,
multilateral assistance would amount to US$2.5 billion in NPV terms, Paris Club creditors would
provide US$3.5 billion, non-Paris Club official bilateral creditors would provide US$219
million, and commercial lenders US$161 million.

55.  The modalities and timing of the delivery of enhanced HIPC Initiative assistance will
be decided by each creditor following the approval of the decision point. Nevertheless, in order
to assess the impact of enhanced HIPC Initiative assistance, which would provide debt-service
relief totaling US$10 billion in nominal terms over time, the following assumptions have

been made:?

. Paris Club bilateral creditors are assumed to top up the September 2002 Naples flow
rescheduling to Cologne terms (90 percent NPV reduction on eligible debt) during the
interim peried; the remaining amount of assistance is assumed to be delivered through a
stock-of-debt operation on Cologne terms at the completion point;

20 The NPV of debt-to-exports ratio is measured using the backward-looking three-year average
of exports of goods and services.

2l The DRC does not qualify for enhanced HIPC Initiative assistance under either the fiscal or
the openness criteria at end-2002: the DRC’s revenue-to-GDP ratio was 7.9 percent and the
exports-to-GDP ratio was 21.6 percent, both of which are far below the required minima of
15 percent and 30 percent, respectively.

22 The estimate of total nominal assistance does not include enhanced HIPC Initiative relief
delivered through the concessional treatment of multilateral arrears.
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At least comparable treatment is assumed for non-Paris Club official bilateral and
commercial creditors;

Debt relief to be provided on debt owed to IDA will amount to US$831 mtllion in NPV
terms. The clearance of IDA and IBRD arrears through a bridge lean and the use of
concessional resources through IDA resulted in an NPV reduction of US$199 million,
which will be applied to IDA’s enhanced HIPC Initiative assistance. A further US$35
million in NPV terms of enhanced HIPC Initiative assistance will be delivered through
the IDA post-conflict grant that was approved by IDA’s Executive Directors in July
2001.% The balance of assistance will be delivered after the decision point through a
reduction of debt service falling due on debt outstanding to IDA and disbursed at end-
2002, which will continue until 2025 (Table 14);

IMF assistance is estimated at US$472 million in NPV terms. Of this amount,

US$153 million was delivered in the form of the concessionality associated with the
disbursement in June 2002 under the PRGF arrangement that was approved following the
clearance of arrears to the IMF. The IMF will commit the remaining balance of

US$319 million following the approval of the decision point by the Boards of IDA and
the IMF. Disbursement of interim relief, in the form of grants, will cover forthcoming
debt-service obligations falling due to the IMF. Owing to the relatively low levels of debt
service that will fall due under the PRGF arrangement during the interim period, most of
the IMF’s remaining enhanced HIPC Initiative assistance will be delivered following the
completion point expected in 2006, with debt-service reduction extending through 2012
(Table 15);

Assistance from the AfDB Group will amount to US$905 million in NPV terms. AfDF
arrears were cleared on July 1, 2002 through a grant. AfDB arrears were consolidated
with current maturities and reprofiled. The NPV reduction resulting from the clearance of
arrears and the treatment of interest on the consolidated amount will be applied to
enhanced HIPC Initiative relief. The remaining enhanced HIPC Initiative assistance from
the AfDF will be delivered through a reduction in debt service until 2031, and the
remaining enhanced HIPC Initiative assistance from the AfDB will be delivered through
debt-service reduction on the principal of the reprofiled loans until 2023 (Table 16); and.

All other multilateral creditors are assumed to provide debt-service reductions until
their assistance meets the levels required by proportional burden sharing under the
enhanced HIPC Initiative, net of any NPV reductions achieved through their arrears
settlement operations.

Status of creditor participation. Based on the initial findings contained in the

preliminary document, IDA and IMF staffs have initiated consultations with multilateral
creditors and the Paris Club regarding their willingness to support debt relief to the DRC under

23 See "Assistance to Post-Conflict Countries and the HIPC Framework" (SM/01/99, 3/30/01,
and IDA/SecM01-0230, 3/29/01), footnote 18.
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the enhanced HIPC Initiative. All of the DRC’s multilateral creditors, except the BEAC and the
BDEGL, have indicated their willingness to provide enhanced HIPC Initiative debt relief to the
DRC. Paris Club creditors have also indicated their willingness to participate in the enhanced
HIPC Initiative for the DRC. Together, these creditor assurances account for 93 percent of total
enhanced HIPC Initiative relief. The DRC authorities are seeking confirmation of non-Paris Club
official bilateral and commercial creditors’ participation in the enhanced HIPC Initiative with
proportional burden sharing.

E. Impact of the Enhanced HIPC Initiative

57. The DRC’s external debt burden would be reduced significantly with the delivery of
assistance under the enhanced HIPC Initiative (Figures 4 and 5, and Tables 10 and 11). Under
the baseline export projections, the NPV of debt-to-exports ratio would decline from 758 percent
in 2002 to 97 percent in 2009. The NPV of debt-to-exports ratio, after enhanced HIPC Initiative
relief, will remain relatively elevated during the interim period, owing to new borrowing to
finance reconstruction. In later years, the NPV of debt-to-exports ratio would remain below

150 percent through 2022, reaching about 92 percent at the end of the projection period.

58.  Other debt indicators would decline, in particular the debt-service ratio, which would fall
in 2003 from 16.3 percent, after the application of traditional debt-relief mechanisms, to

13.4 percent after enhanced HIPC Initiative relief. Owing to the exceptional rescheduling of
post-cutoff-date arrears and short-term debt in arrears by Paris Club creditors,” the ratio would
fall further to 4.5 percent in 2010, before rising slightly to 7.2 percent at the end of the projection
period in 2022 (Table 9). Compared with the full application of traditional mechanisms,
enhanced HIPC Initiative assistance would generate savings and reduce debt service by an
annual average of about US$103 million per year during the interim period (2003—05). Debt-
service savings would average about US$367 million per year during 2006—12. Debt service
payable after enhanced HIPC Initiative assistance is expected to average US$214 million per
year during the period 2003-12.

59.  The NPV of debt-to-revenue ratio would fall from 1,794 percent after traditional
mechanisms in 2002 to 355 percent, after enhanced HIPC Initiative assistance, and will fall
below 250 percent from 2007 through the remainder of the projection period (Table 10). The
debt service-to-revenue ratio would fall from 46 percent in 2003, after traditional debt relief, to
38 percent, after enhanced HIPC Initiative assistance, before declining further to 10 percent in
2010; it will then remain relatively stable to the end of the projection period (Table 9).

60.  Bilateral assistance beyond the enhanced HIPC Initiative. The expected delivery of
bilateral assistance beyond that required by the equal burden sharing envisaged under the HIPC

2% Under the Naples flow restructuring by Paris Club creditors in September 2002, the last
payments on the rescheduled post-cutoff-date arrears and short-term debt in arrears fall due
in 2009.
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Initiative® would reduce the NPV of debt-to-exports ratio to 101 percent in 2007, compared with
the 112 percent that would be attained under the enhanced HIPC Initiative alone. The estimated
amount of possible bilateral assistance beyond the enhanced HIPC Initiative is about US$88
million in NPV terms (see Figure 4).

61. Management of debt sustainability. The long-term assumptions imply that additional
external resource inflows, in the form of grants as well as loans, will ensure net positive transfers
and make a large contribution to import financing for the rehabilitation and reconstruction
programs {Table 12). At the same time, the government’s economic program focuses on the twin
objectives of increasing exports and enhancing government revenue. The staff will continue to
assess debt sustainability during the interim period and will make a comprehensive reassessment
at the time of the completion point.

62.  The DRC’s debt-management capacity is constrained (Appendix I). To ensure long-run
debt sustainability, a completion point trigger is being set on the installation and activation at the
public debt management office (OGEDEP) of a computerized debt-recording system, covering
all public and publicly guaranteed debt. This system will permit OGEDEP to produce monthly
debt-service projections for the treasury cash-flow plan.

V. THE FLOATING COMPLETION POINT
A. Floating Completion Point Triggers

63. The staffs of IDA and the IMF have reached understandings with the authorities on
a series of completion point triggers, summarized in Box 6, which also reflect the views
expressed by Executive Directors during the discussion of the preliminary document. These
include (a) the standard general triggers pertaining to (i) the preparation of a full PRSP through a
participatory process and one year of implementation, duly documented in annual progress
reports and confirmed as satisfactory by a JSA; (i) maintenance of macroeconomic stability as
evidenced by satisfactory performance under the program supported by the PRGF arrangement;
and (iii) utilization of enhanced HIPC Initiative budgetary savings in conformity with
agreements reached with IDA and the IMF (see below); and (b) specific and monitorable triggers
on (i) public expenditure management; (ii) governance and service delivery in priority sectors;
(iii) sectoral development strategies in the rural, health, and education sectors, and related
implementation plans; and (iv) improved debt management. These triggers are considered
essential to the success of the enhanced HIPC Initiative in the DRC. Assuming that the full
PRSP is completed in the third quarter of 2005, as is currently planned, the enhanced
HIPC Initiative completion point could be reached in the third quarter of 2006.

25 Assumed to be committed by some Paris Club members on a voluntary bilateral basis.
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B. The Views of the Authorities

64. The authorities of the DRC welcome the possible contribution of resources under the
enhanced HIPC Initiative to their ongoing efforts to alleviate poverty. The government is
elaborating its poverty reduction strategy and is committed to ensuring that the PRSP process
remains participatory and focused on poverty reduction. The government has prepared indicative
plans for the use of interim assistance under the enhanced HIPC Initiative. The government
concurs with the triggers for a floating completion point outlined in Box 6 and hopes that donors
will continue to support its efforts to reduce poverty.

65.  The government also notes that the review of external debt under the enhanced HIPC
Initiative has provided an invaluable opportunity to improve its management and tracking of
public sector external debt and to deepen its reforms aimed at improving the management of
public sector resources for poverty alleviation.

C. Monitoring the Floating Completion Point Triggers

66.  The staffs of the IMF and IDA will work together closely to monitor the completion
point triggers, with each institution leading on issues where its staff has primary competence,
while also incorporating contributions of the staff from the other institutions. The IMF staff will
take the lead in monitoring macroeconomic stability, and budget control and management; IDA
staff will take the lead in monitoring progress in the preparation and implementation of the
PRSP, as well as progress on sector-related triggers, including those pertaining to governance
and service delivery. Poverty-related expenditures (including those financed by enhanced HIPC
Initiative resources) and progress in improving debt management will be monitored jointly by
both staffs.

D. The Use and Monitoring of Enhanced HIPC Initiative Debt Relief

67.  The authorities are committed to ensuring that the assistance under the enhanced
HIPC Initiative is used to enhance poverty-related spending. Until the completion point is
reached, poverty-related expenditures, excluding those financed by external project assistance,
are expected to increase by the amount of HIPC assistance. A special account will be opened at
the BCC, at least for the first year of enhanced HIPC Initiative assistance, to record receipt of
enhanced HIPC Initiative assistance. Use of the resources in this account will be limited to
financing agreed poverty-related expenditures, and to this end, the account will be subject to
independent audits, with the results made publicly available.

68.  The authorities have identified their overall poverty-related expenditures in the 2003
budget using their new economic, administrative, and functional classification system, with
details on each project and program, including geographic location.?® Progress in this area was

26 The supplementary budget for 2003 that will be presented to parliament in late July 2003 (see
EBS/03/98, 7/9/03) follows the same approach.
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reviewed jointly by the IMF and IDA staffs at the time of the second review under the IMF’s
PRGF arrangement (May—June 2003) and was found to be satisfactory. Poverty-related
expenditure is expected to include, inter alia, health (i.e., medical equipment, provision of
medicine, rehabilitation of health infrastructure, including health zones, health centers, and
hospitals); education (i.e., renovation and equipment of schools, provision of teaching materials
and textbooks); agriculture and fisheries (i.e., cropping activities, fishing, and livestock
production); rural and urban development (i.e., rural roads and social housing); and social
protection programs.

69.  Monitoring and evaluation of poverty-related expenditure will take into account the
recommendations of the AAP that was prepared as part of IDA’s 2002 public expenditure
review to help the authorities improve their capacity to monitor the use of poverty-related
expenditure, including expenditure financed by enhanced HIPC Initiative assistance. In
particular, the following will be done:

. The overall composition of expenditure will be tracked. Expenditures are being classified
by function, administration, and economic nature based on the new budget classification
system, and will be monitored by the authorities in consultation with IDA and IMF stafts
to ensure a shift in the composition of expenditure toward priority sectors for growth and
poverty reduction. New codes have been introduced to identify poverty-related
expenditure in the budgets of particular ministries, in accordance with the I-PRSP, and
will be introduced to track the geographical distribution of expenditure (Appendix II},
and

. Public expenditure-tracking exercises, and related beneficiary-supplier assessments, will
be undertaken in priority sectors (e.g., health and education), with assistance from IDA,
to assess whether budgetary resources are used, and publicly financed goods and services
provided, as intended.

70.  Furthermore, these monitoring and evaluation activities will involve substantial
consultation with stakeholders in the poverty-related expenditure and service delivery chain, via
a participatory monitoring/oversight committee to be created in July 2003. The committee will
comprise national and local representatives of civil society, as well as members of the
international donor community. This approach has been effectively followed in other countries.

E. Progress Toward the Millennium Development Goals

71.  The analysis supporting the I-PRSP finds that structural constraints prevent the DRC
from achieving the international goal of reducing absolute poverty by half by 2015 and meeting
the 2015 goal for absolute poverty reduction. Even a more modest objective of reducing the
incidence of poverty from today’s 80 percent to 60 percent would require a probably unattainable
average annual real GDP growth rate of about 8 percent (assuming that population growth
continues at about 3 percent per year). Nevertheless, the DRC authorities remain determined to
make significant progress toward the MDGs (Box 7).
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72.  The PEG will support progress toward the MDGs in the interim period between the
decision and completion points, while consolidating macroeconomic stability. It aims at raising
the growth rate through a substantial increase in public and private investment, as well as a
marked increase in exports of the DRC’s abundant natural resources, while maintaining
environmental sustainability. Efforts to raise the growth rate will be buttressed by the
governance, structural, and institutional reforms outlined in Section IIi.

73.  Effective implementation of the government’s programs to improve access to health
care, education, and social protection will clearly help the DRC make progress toward the
health- and education-related MDGs. In the health sector, the key objective is to design and
implement a costed strategy that will improve access to health care for at least 50 percent of the
population in the targeted health zones. Education efforts will focus on designing a well-costed
strategy for the provision of universal primary education.

V1. ISSUES FOR DISCUSSION

74.  This paper presents a decision point assessment of the DRC’s eligibility for assistance
under the enhanced HIPC Initiative and seeks endorsement of this assessment. Executive
Directors’ views are sought on the following:

» Eligibility and decision point. Do Executive Directors agree that the DRC is eligible for
relief under the enhanced HIPC Initiative and recommend approval of a decision point?

. Amount and delivery of assistance. Consistent with a reduction of the NPV of debt-to-
exports ratio to 150 percent, total assistance under the enhanced HIPC Initiative is
estimated at US$6.3 billion in NPV terms. Of this amount, US$472 million in NPV
terms (the SDR equivalent will be determined on the day of the IMF Executive Board
meeting) is to be provided by the IMF, and US$831 million in NPV terms by IDA, Do
Executive Directors agree that the IMF and IDA should provide interim assistance
between the decision and completion points in line with existing guidelines?

. Floating completion point. Do Executive Directors agree that the floating completion
point will be reached when the triggers in Box 6 have been met? Debt relief will be
provided unconditionally only when both the completion point triggers have been met
and satisfactory assurances of other creditors’ participation under the enhanced HIPC
Initiative for the DRC have been received.
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Box 1. Selected Poverty and Living Standard Indicators
(In percent, unless otherwise specified)

Indicator DRC Sub-Saharan Africa
! Latest single year 19942000

Population, midyear {millions, 2001) 54 659
Population growth rate (2001) 2.7 2.6
Nominal GDP per capita (in U.S. dollars, 2002) 99 470
Infant mortality rate (per thousand, 1998) 128 9
Child mortality rate (per thousand, 1998) 207 162
Maternal mortality rate (per 100,000 live births) {1998) 1,289
HIV/AIDS prevalence (adults, 2001) 4.9 8.0
HIV/AIDS prevalence among women in conflict areas
(2001) 8.0
Literacy rate (2001)

Male 83 69

Female 54 53
Gross school enrollment rate {(1998)

Male 49.7 85.0

Female 44.0 71.0
Impact of conflict

Child soldiers (thousands) 10.0-15.0

Displaced persons {millions) 2.0-3.0

Deaths from war and deprivation (millions) 33

Sources: Congolese authorities; World Bank; and United Nations Children’s Fund (UNICEF).
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Box 2. Status of the DRC’s Arrears Clearance Arrangements with
External Creditors

Multilateral creditors

IMF, Arrears in the amount of SDR 403.9 million to the IMF were cleared on June 12, 2002
using the proceeds of a bridge loan from Belgium, France, Sweden, and South Africa, which was,
in turn, repaid through the first purchase under the PRGF arrangement that was provided on
standard PRGF terms.

World Bank Group. On July 3, 2002, amears to the IBRD, IDA, and on the EU loan
administered by IDA, totaling US$331.3 million, were cleared using the proceeds of a bridge loan
from Belgium and France, which, in turn, was repaid using the first tranche of the ERC that was
provided on standard IDA terms.'

AfDB Group. US$48.9 million in arrears to the AIDF were cleared on July 1, 2002 using intcrnal
AfDF resources. Arrears to the AfDB totaling US$856 million were cleared retroactive to July 1,
2002, Intercst arrears were reduced by a partial payment funded by bilateral resources, an AfDF
loan, and a USS$I million upfront payment by the DRC. The remaining arrears were consolidated
with current maturities and rescheduled over 20 years, including a two-year grace period. The
initial interest payment on the consolidated amount will be paid through donor resources and will
be transferred from the AfDB’s net income into 4 revolving account to pay interest on an ongoing
basis. As a result, the DRC will not pay interest on the reprofiled loans.

BEAC. An agreement was signed with the BEAC on January 9, 2001 that rescheduled arrears
totaling SDR. 28.1 million over nine years, which includes a thrce-year grace period.

IFAD. On December 7, 2002, IFAD concluded an agreement with the DRC to reprofile arrears
amounting to US$$8.4 million over five years, which includes a two and a half-year grace period.
The initial payment of USS$1.5 million was paid by a bilateral donor.

BADEA. An agreement was signed with BADEA on March 20, 2003 that rescheduled arvears of
1JS$32 million outstanding at end-March 2003 over 15 years with no grace period.

OPEC Fund. An agreement to settle arrears was concluded in April 2003.

Arrears clearance procedures, based on agreed plans, are being finalized with the EU and the
ELB.

Paris Club creditors

A flow rescheduling agreement on Naples terms was concluded with Paris Club bilateral creditors on
September 13, 2002,

Pre-cutoff-date debt. Arrears on principal and interest duc as of June 30, 2002 were rescheduled
over 40 years, with a 16-year grace period for ODA loans; §7 percent of non-ODA loans were
cancelled, while the remaining 33 percent were rescheduled over 23 years with a six-year grace
period.

Short-term debt. One hundred percent of the amounts of principal and interest due as of June 30,
2002 will be repaid over seven years with a six-month grace period.

Post-cuteff-date debt. One hundred percent of the amounts of principal and interest due as of
June 30, 2002 will be repaid over seven years with a six-month grace period.

Other official bilateral and commercial creditors

The government has initiated contacts to obtain at least as favorable tcrms with other official
bilateral and commercial creditors.

' End-December 2002 exchange rates were used in these calculations.
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Box 3. Comparison between the Preliminary Document and the Decision Point Document
(In millions of U.S. dollars, unless otherwise indicated)

Preliminary  Decision Point

Document 1/ Document Percentage
End-2001 End-2002  Difference Change
Nominal stock of external debt 12,880 10,659 -2,221 -17.2
Multilateral 3,332 3,591 258 7.8
Paris Club bilateral 8,780 6,353 -2,427 -27.6
Non-Paris Club official bilateral 435 437 2 0.4
Commercial 166 279 113 68.2

Short-term debt in arrears for more than one year 2/ 167 0 -167

NPV of external debt

Before traditional mechanisms [2,130 8,404 -3,725 -30.7
After traditional mechanisms 7,267 7,868 601 8.3
Exports of goods and services (three-year average) 996 1,038 42 4.2
NPV of debt-to-exports ratio (in percent}) 730 758 28 3.9
Common reduction factor (in percent} 79.4 80.2 0.8 1.0
NPV of enhanced HIPC Initiative debt relief 5,773 6,311 539 9.3

Sources: Creditor statements; Congolese authorities; and staff estimates.

1/ EBS/02/88 (5/24/02) and IDA Report No. 24213 (5/23/02).

2/ The decision point document does not have a separate category of short-term debt in arrears for more than one year.

Instead, this debt is classified with its relevant creditor country.
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Box 4. Main Assumptions in the Debt Sustainability Analysis

The following macroeconomic assumptions have been used for the 20-year baselinc DSA projections:

Real GDP growth averages 5.3 percent over 200322, rising from an average of 4.7 percent
over 2002-04 to 7 percent over 2005-06, and subsequently decclerating gradually to 4 percent.

The annual rate of inflation, as measured by the consumer price index, is projected to
decelerate from 16 percent in 2002 to 5 percent in 2005 and beyond.

The fiscal sector is assumed to double its share in the economy and revenue, excluding grants,
is assumed to increase from about § percent of GDP in 2002 to 16 percent in 2022,

Graoss official external financing (grants plus loans) is expected to average 14.8 percent of
GDP during 200305 before declining to about 3 percent of GDP in 2022, roughly the same
share as in the early 1990s. External financing, net of principal repayments, is expected to
remain positive throughout the projection period, averaging about 12 percent of GDP over
2003-05 before declining to about 1 percent of GDP in 2022, The composition of gross
financing is expected to shift away from grants toward loans. Official grants are assumed to
average about 7.5 percent of GDP through 2003-05, 1o fall to about 1 percent by 2022. All
official grants are assumed to pass through the treasury from 2009 onward.

Official loan financing is initially assumed to be mostly at concessional rates on terms
comparable 1o those of IDA. Modest amounts of government borrowing on nonconcessional
terms (one-year grace period and eight-year maturity at a 5 percent interest rate) are assumed to
start in 2011.

Private capital flows, Foreign direct investment is assumed to average about 4 percent of GDP
during the projection period. Private borrowing on nonconcessional terms (one-year grace
period and five-ycar maturity at a 7 percent interest rate) is assumed to begin in 2011.

Growth in goods and services export receipts (in U.S. dollars) is assumed, after a relatively
small increase in 2003, to reach a peak rate of 15.4 percent in 2005, and then to decline
continuously to 3.4 percent by 2022. The share of exports of goods and services in GDP is
projected to rise from 21.6 percent in 2002 to 27.2 percent in 2008, and to decline gradually to
24.6 pereent by 2022,

Imports of goods and services in U.S. dollars are projected to reach, after their steep increase
in 2002, a growth rate of 23.4 percent in 2004, and decline continuously thercafler. However,
the composition of imports is expected to shift significantly and aid-related imports are
expected to fall from about 11.5 percent of GDP in 2005 to about 1 percent by 2022.

Gross official reserves are projected to reach 11.6 weeks of non-aid imports of goods and
services by 2005 and about 36 weeks of non-aid imports by 2022.
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Box 5. Sources of Growth

The staff of the IMF has conducted a study on the sources of growth in the DRC (SM/02/52, 2/06/03). The
main finding of this paper is that inappropriate economic policies (through their effccts on total factor
productivity and investment) badly hurt economic growth in the DRC during 1960-2000. Looking forward,
the study concludes that the right policies are being put in place to lay the foundation for reconstruction and
improved economuc performance.

Growth accounting exercise. A growth accounting exercise is used to decompose the sources of growth in
output per worker between changes in physical capital per worker and total factor productivity (TFP). The
main results arc summarized as follows:

+ At the macro level. Annual cutput per worker posted a negative average annual growth rate of
3.3 percent during 1960-2000. Negative TFP growth contributed to 60 percent of this decline, while the
decline in physical capital per worker accounted for 40 percent.

s At the sectoral level. In the agricultural sector, which experienced zero average annual TFP growth
during 1960-2000, negative physical capital growth explained the negative annual average growth of
output per worker of 1.7 percent over this period. In the transport sector, TFP declines accounted for
92 percent of the nepative annual average 6 percent growth of output per worker during 1960-2000. The
mining sector recorded some TFP growth gains, but mining output per worker fell by an average of
4.1 percent per year, owing to the rapid decline in physical capital per worker.

Sectoral contributions to real GDP. An analysis of sectoral contributions to economy-wide growth indicates
that the mining and transport sectors account for the negative average annual real GDP growth rate of
0.3 percent during 1960-2000.

Policy determinants of growth. An econometric analysis of the policy determinants of growth reveals that
high inflation rates and large budgetary deficits had a substantial ncgative impact on economic growth during
1960-2000. Political turmoil, conflicts, and war alse exacerbated this poor performance,

Medium-term growth prospects

Sound macroeconomic policies and far-reaching structural reforms are already having a positive effect on
growth through improved resource allocation. The DRC’s growth prospects are also enhanced by its untapped
potential in the mining, agriculture, forestry, and energy sectors. Copper production to date has declined to
about 5 percent of its 1985 peak of more than 500,000 metric tons; cobalt production has fallen by 70 percent
from pre-conflict levels; zinc production has virtually ceased, compared with a capacity of 200,000 metric
tons; gold production has practically ceased, compared with a capacity of 6 metric tons; tin preduction has
ceased; and manganese production is very low, compared with a capacity of 360,000 metric tons.

In light of the far-reaching structural and sectoral reforms being enacted and envisaged under the Government
Economic Program (PEG), as well as the increase in foreign-financed projccts, an average growth rate of

6 percent is projected over the next three years, 200305, which is in line with that of other post-conflict
countries.
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Box 6. Triggers for the Floating Completion Point

1. PRSP

Completion of a full PRSP through a participatory process and its implementation for one year, duly
documented in the DRC’s annual progress reports and confirmed as satisfactory by a joint staff
assessment (JSA),

2. Macroeconomic stability

Continued maintenance of macroeconomic stability after reaching the decision point, as evidenced by
satisfactory performance under the PRGF-supported program.,

3. Use of budgetary savings

Use of budgetary savings resulting from enhanced HIPC Initiative-related debt-service relief during
the interim period for poverty-related expenditures in accordance with the I-PRSP, with supporting
documentation.

4,  Public expenditure management

(a) Implementation of a modernized budget-execution system, providing information from
commitment to payment, and allowing for the monitoring of arrears; (b) adoption and implementation
of a double-entry government accounting system and a new chart of accounts; and (c) production of
guarterly budget execution reports using economic, administrative, and functional classifications.

5. Governance and service delivery in priority sectors

(2) Completion of a budget-tracking exercise on health, education, rural development, and
infrastructurc expenditure, consisting of (i) monitoring the execution of poverty-related public
expenditure; (ii) evaluation by user groups of the quality of refated public services; and

(iii) evaluation by service providers of constraints to effective provision; and {b) adoption and
implementation of a new procurement code and key implementing decrees.

6. Social and rural sectors

Adoption of satisfactory sectoral development strategies and refated implementation plans for health,
education, and rural development.

7. Debt management

Installation and full activation of a computerized debt-recording system, covering all public and
publicly guaranteed debt, as well as public enterprise debt not carrying the guarantee of the State that
can (a) produce monthly debt-service projections, and incorporate actual disbursement and debt-
service payment execution data, and (b) support the centralization of debt information in a single
center. In addition, monthly debt-service projections will be published in advance on a quarterly
basis.
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Box 7. Millennium Development Goals for 2015 and Targets

Targets for the DRC

The DRC’s Status

Eradicate extreme poverty and
hunger

Achieve universal primary
education

Promote gender equality and
empower women

Reduce child mortality

Improve maternal health

Combat HIV/ATDS, malaria,
and other diseases

Ensure envirommental
sustainability

Reduce by half the number of
people whose income is less
than US$! per day.

Reduce from 16 million to
8 million the number of people
who suffer from hunger.

Ensure that boys and girls alike
will be able to complete
primary school.

Eliminate gender disparity in
primary and secondary
education, preferably by 2005,
and at all levels no later than
2015.

Reduce under-5-year-old
mortality rate by 136 per
thousand, from 207 to 71.

Reduce maternal mortality by
867 deaths per 100,000 live
births to 422.

Halt and begin to reverse the
spread of HIV/AIDS.

Halt and begin to reverse the
prevalence of malaria and
other major diseases.

Integrate the principles of
sustainable development into
country policies and programs
and reverse the loss of
environmental resources.

Urban average per capita

expenditure believed to be well
below US$1 per day; and rural
figure much lower still (2001).

16 million people
malnourished (2000}); chronic
child malnutrition rate

13 percent.

Primary school completion rate
varies by province from

27 percent to 72 percent
{provinces under government
control, 2001).

Gross enrollment rate:
49.7 percent (boys),
44.0 percent (girls).

207 per thousand (1998).

1,289 per 100,000 live births
(1998).

HIV infection rates increased
sixteen-fold during 1990—
2000, and 8 percent of women
in conflict areas are HIV
positive.

Malaria caused 52.4 percent of
all registered deaths; more than
500,000 deaths per year and
120 million acute cases per
year. Tuberculosis caused

40 percent of registered deaths.
Sleeping sickness caused

12.5 million infections.

New forestry code (2002)
reflects sustainable practices.
Ongoing pillaging of natural
resources covered in report to
the UN Security Council
(2002).

Sources: [-PRSP (2002); and Public Expenditure Review, 2002.




Figure 1. Democratic Republic of the Congo: Composition of the Stock of

External Debt at End-December 2002,
Before Full Use of Traditional Debt-Relief Mechanisms

Figure 2. Democratic Republic of the Congo: Composition of the Stock of

External Debt at End-December 2002,
After Full Use of Traditional Debt-Relief Mechanisms
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Figure 3. Democratic Republic of the Congo: Composition of External Arrears

at End-December 2001, by Creditor Type
(In percent of total)
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Figure 4, Democratic Republic of the Congo: Effect of Debt Relief in NPV Terms on
NPV of Public External Debt, End-2002
(Tn millions of U.S. dollars)
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Sources: Congolese authorities; and staff estimates and projections,

1/ Net present value after traditional debt relief reflects a hypothetical stock-of-debt operation by Paris Club
creditors on Naples terms at end-2002, and at least comparable action by other official bilateral and
commereial creditors on eligible debt (pre-cutoff datc and non-ODA}.

2/ Assumes interim relief under the enhanced HIPC Initiative during August 2003—July 2006 and fult
delivery of assistance from the third quarter of 2006. For assumptions on the modalities by which reliefis
delivered, see footnote 3 of Table 9.

3/ Reflects assistance beyond the enhanced HIPC Initiative provided by some Paris Club creditors on a
voluntary basis.
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Figure 5. Democratic Republic of the Congo: External Debt Profile,
Net Present Value of Debt-to-Exports Ratio, 2002-22 1/
(In percent})
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Sources: Congolese authorities; and staff estimates and projections.

1/ Includes new borrowing from 2003 onward.
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Figure 6. Democratic Republic of the Congo: External Debt Profile,
Nct Present Value of Debt-to-GDP Ratio, 2002-22 1/
(In percent)
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1/ Includes new borrowing from 2003 onward.
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Figure 7. Democratic Republic of the Congo: Net Present Value of Debt-to-Exports Ratio,
Different Scenarios, 2003-22 1/
(In percent)
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Sources: Congolese authorities; and staff estimates and projections.

1/ Includes new borrowing from 2003 onward.
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Table 1. Democratic Republic of the Congo: Selected Economic and Financial Indicators, 2000-05
2000 2001 2002 2003 2004 2005
Staft Staff Staff Staff Staff Staff
Report  Report Report  Report Report Report
Est.  Est, 12¢ 13 HIPC 1% 13/ HIPC 13/ HIPC 13 HIPC
(Annuai percentage changes)
Output and prices
Real GDP -7 -2 3 3 3 3 5 3 L] 6 7 7
GDP deflator 5l 403 27 27 27 i4 14 8 ] 6 6
Consumer prices, annual average 550 357 25 25 25 14 7 7 5 5
Consumer prices, end of pertod 511 135 15 16 14 4 8 g [ [ 5 5
External sector
Exports, f.a.b. (in U.S. dollar terms) -8 -1 15 b2 24 [ 6 [ 14 14 16 16
Imports, f.0.b. (in U.S. dollar terms) 49 19 33 31 3 2% 22 22 23 25 20 14
Expott volume -4 -3 14 15 15 10 7 7 14 14 9 9
Impozt velume 51 24 31 0 30 26 12 12 3 24 18 18
Terms of trade -3 y Q 3 6 -6 -9 -9 0 0 6 6
Nominal effective exchange rate 1/ -83 -84 -7l -7 -1
Real effective exchange rate 1/ -18 -5 -538 -58 -58
{Ammal change in petcent of beginning-of-peried
broad money, unless otherwise indicaied)
Money and credit
Broad meney 493 217 2 26 26 17 20 32
Net foreign assets 710 -695 2 10 10 9 16 27
Net domestic credit 343 N =17 -16 -16 8 8 8
Net credit to the govemment 272 -7 -18 -17 -17 u] \] 4]
Credit to the private sector 61 37 ] 1 1 8 g 8
Credit to parastatals 10 L] ] a Q 0 1] 4]
Central bank refinance rate (level in percent) 2/ 120 140 24 24 24 27 25 25
{In percent of GDP)
Central government finances
Revenue (excluding grants) 5.1 6.2 7.9 79 7.9 83 8.3 83 9.0 9.0 10.1 10.2
Grants {excluding humanitarien aid} 0.0 0.0 03 0.4 0.4 37 2.6 2.8 34 3.9 53 5.7
Expenditure 3/ 11.1 7.8 89 10.4 104 16.8 15.2 13.8 186 181 206 20.2
Domestic primary cash balance 4/ -39 0,6 14 1.4 1.4 21 1.7 1.7 30 3 4.5 4.5
Cverall balance (commitment basis) 40 -L&6 -0.6 -2.0 -2.0 -4.8 4.4 =27 -6.3 -5.1 -53 -4.4
Overall vonsolidated cash balance 5/ 4.1 0.5 <0.1 0.0 0.0 -2.0 -1.4 -0.7 -7 -33 -34 -36
Investment and saving
Gross hationa) saving -1.2 0.5 9.2 1.1 111 146 13.7 14.3 14.6 151 169 17.8
Guovernment -56 0 -LS 1.3 13 L3 4.3 31 39 44 5.1 0 7.0
Nongovernment 4.4 21 79 9.8 5.8 9.8 10.6 10,5 10.2 10.0 99 10.8
Gress domestic saving 4.4 32 37 4.9 49 52 58 5.8 1.6 7.6 89 8.9
Govemment -36 0 <02 1.1 11 1.1 25 2.4 21 29 27 18 3.7
Mongovemment 81 15 27 3.8 18 27 37 37 47 49 5.1 53
Investment 35 5.2 9.1 9.0 9.0 15.7 13.5 13.5 18.1 184 21.0 21.2
Gavermnment 6/ 0.5 0.1 1.1 1.0 1.0 6.2 4.0 4.0 76 79 10.0 | L]
Nongovernment 7/ 3.0 5l 80 8.0 8.0 9.5 9.5 9.5 10.5 10.5 1.0 11,0
{In milliens of U.8. dollars, vnkess otherwise indicated)
Balance of payments
Exports of goods and services 963 Y61 L1069 1,189 1,189 1,178 1,265 1,265 1,437 1.437 1,659 1,659
Imports of goods and services 920 1,067 1,405 1,415 1413 1,781 1,636 1,686 2,063 2,080 2,448 2,461
External curment accousnt, incl. grants,
befare debt relief {in percent of GDP) 46 4.7 =32 29 -39 -5.0 -3.8 -2.5 1.7 70 -8.6 8.1
External curtent account, excl, grants,
before debt relief (in percent of GDP) 95 -10.2 9.7 -9.4 -2.4 -14.2 -11.7 -10.3 -14.8 -kl -16.1 -15.6
External current account, incl. grants,
after debt relief (in percent of GDP) B/ 46 A7 0l 2.1 21 -1 0.1 0.8 -3.5 -3.3 -4.1 34
Gross official reserves {end of period) 51 22 86 75 75 I8 191 222 254 287 341 381
Gross official reserves
(weeks of non-aid-related imports) 3.8 i4 4.2 36 36 77 8.0 94 9.1 102 0.5 116

continyed
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Table 1. Democratic Republic of the Congo: Selected Economic and Financial Indicators, 200005 (concluded)

2000 2001 2002 2003 2004 2005
Staff Staff Staff Staff Staff Staff
Report  Report Report  Report Report Report
Est.  Bst, 12/ 13/ HIPC 12/ 13/ HIPC 13/ HMIPC 13/ HIPC
External public debt
Total stock, including IMF 9/ 12,609 13,280 9840 10434 10,659 10,159 8,728 8,203 9,082 8,551 9474 8,942
Net present value of debt (NPV) 10/ 11,888 12,504 7.163 8,404 7,456 7,734 7.838 8,055 8,133 8,244
Scheduled debt service
{incl. interest on arrears) 8/ 124 T8 38 35 34 155 180 150 219 220 207 256
In percent of exports of goods 75 76 3 3 3 i3 14 12 15 15 12 15
and services
in percent of government revenue 31 2R 8 8 7 ¥l 0 25 30 29 pall 23
Exchange rate
Units of local currency per U.S. dollar
(end of period) 11/ 30 312 382 382 382 . 418 418
Mominal GDP (in billions of Congoless francs) 297 1464 1911 1,915 1,915 2,281 2,298 2,298 2,627 2627 2,989 2,989

Sources: Congolese authorities; and staff estimates and projections.

1/ Change in annval average. Minus sign indicates depreciation,

2/ For 2003, as of May 22.

3/ Includes interest due on external debt (inchades debt service on rescheduling) and, from 2003 onward, expenditure financed by resources released under the enhanced

HIPC Tnitiative.

4/ Revenue {excluding granis) minus expenditure {excluding interest an debt, foreign-financed expendimre, and HIPC-related expenditure).

5/ Cash balance after inlerest rescheduling (including HIPC). Before 2002, excludes the central bank operations.
6/ From 2003 onward, includes investment financed by resources released under the enhanced HIPC Initiative.
7/ From 2003 onward, includes capital projects finenced by nongovernmental organizations {NGOs).
8/ Negotiation of agreements with Paris Club creditors, following the September 2002 Paris Chub rescheduling, eontinued into 2003 and, as a result, amaunts associated with
these agreements and dus in 2002 were not finalized. Consequently, amounts are carried over ta 2003 when these agreements are signed and the amounts due determined.
Similatly, amounts due to non-Paris Club and commercizl creditors have not been finalized and are carried aver ta 2004, From 2003, debt service reflects possible assistance
under the eshanced HIPC Initiative. Debt-service data based on the end-2002 DSA in the present docutnent, whereas debt service in the staff report for the second review of the
PRGF-supported program based on the end-2001 DSA.

9/ End-of-period debt stock, including atrears and before possible enhanced HIPC Initiative assistance,
104 The net present value of extemai public debt is aboul 79 percent of the nominal value in 2002, reflecting the significant stock of arrears.

11/ For 2003, as of June 11.
12/ See TMF EBS/03/12 (2/05/03).
13/ See IMF EBS/03/98 (7/09/03).



Table 2. Democratiec Republic of the Congo: Balance of Payments Summary, 2000-22
{In millions of 1.5, dollars, unless otherwise indicated)

Averapes
|

000 2001 W0z 2003 M4 2005 2006 2007 MO W00 2010 2010 2002 213 2014 25 2016 2017 201% 2019 2020 021 2022 W32 2
Curent account RECI-1 159 134 <420 530 812 618 653 658 606 855 498 45T mZ -3S) 299 213 (114 58 27 121 3 528 4%
Merchandiss wade 212 Kz} T 148 03 00 408 405 425 421 359 s 6 196 C11¢ -335 56 32 21% 3z n7 346 33 344 138
Expons, fo.b. B9Z B30 1,088 L150 1,312 1,528 1,46 1956 2026 2292 L466  L640 2,826 300 3207 1417 2640 LESD 4093 4329 4,501 4662 4E02 2,004 1,952
tmports, £ob. 7 680 -R07 SLOS1 L1206 1616 CLET 2153 265 2851 710 22 3gs4 3082 3206 3326 3452 3584 L7260 R8N 4017 4066 4315 4469 2,348 3814
Of which; aid-related inperis 140 -194 -237 =328 460 -572 537 -549 530 =530 470 455 447 419 370 -39 -285 176 =260 ~236 2230 223 217 9] -283
Services -89 7% B M0 403 433 454 47) 4B7 480 477 4ss 436 1% 95 35D A0 254 (188 .1F 33 6 429 245
Reseipis 7 %1 102 115 128 13 138 143 164 H: 197 214 233 753 274 297 3 346 an 402 431 462 ECH 165 365
Expenditure 240 260 -354 3w <485 834 571 02 R3S 66T 887 692 -6B% 689 693 691 882 56 627 590 S4E 495 4M 593 611
Of which: sid-rolated imports -89 -84 169 -L128 -1sg <178 -804 ass 27 03 12 -1e7 Aol -89 -76 -68 66 -62 -57 -55 -84 -52 -138 58
Trcome 388 A2 97T s -296 334 328 303 312 36 3200 336 -6 54 as1 0 3ss 3SR 67 37T 395 375 364 an -360
Receipis 17 20 21 23 24 2 25 29 35 47 6l 76 W 124 15% 191 227 0 293 331 70 412 459 H 282
Eaapeniinre 405 32 SE 2 320 358 M5 337 47 363 3BT 4 444 478 50%  -550 565 626 €68 706 WS J7A 78] -355 42
€ which: inlerest paymenta o public dsbr 1/ 385 410 -85 208 244 248 253 .244 32 A4 217 .34 00 204 204 208 208 2100 <210 <210 <3160 2100 208 il 208
Cf which: mierost paymnenid o privale debl 0 [ 0 0 a 0 o ] q o o AL 2 3 -4 -5 E] 12 -18 - 23 25 27 0 -14
Cuzvent unrequiled wanafers e 268 k5] 02 320 606 558 554 554 556 562 573 562 528 507 438 364 332 294 164 3 172 160 536 37
Gf which: official 218 295 361 430 414 491 474 308 372 392 423 437 427 396 378 314 262 239 212 181 172 I63 L5} 422 247
Ceopital and financial account B R | 1 148 -1 29 257 203 84 256 2% m 214 253 258 245 Ue 184 2 -0 86 185 296 430 pali 4
Offizial capial 239 208 136 40 176 136 20 76 114 7 ] Tz 36 1 4 S8 102 131 185 217 -3ES 299 347 35 -161
Gross disbursemens 2/ ] 10 293 153 420 su7 4u8 300 300 501 94 392 33 300 333 314 314 335 56 362 33 06 43 429 362
Net additional disburssmenis ] 10 72 193 420 sa7 458 500 s00 501 04 392 381 290 333 M4 314 135 16 362 13 46 41 419 362
Amortization 1/ I T . 261 -153 243 an -508 576 614 495 295 318 385 3 3F6 372 416 486 -52) 578 6 WS TS 393 524
Private capital {ntt) -50 7 12 -41 53 162 34 360 370 252 174 151 217 26 289 303 286 220 14 131 k) 3 £ 200 165
Of which
Groaa dighursernaitg o n o o 0 0 o 0 o bl o 13 4 15 16 35 37 B0 £5 a0 6 102 0% 3 [
Amortization ] ) 0 ] ] 0 ] [ o 0 [] 0 [ 3 7 EH Rt} 20 % 42 59 73 K13 0 -4
Foreign direct invesoment T4 82 17 16 209 281 kxH 381 381 92 394 530 570 610 620 508 561 542 530 524 43 406 377 361 321
Errirs and omissiens 47 14 -14% (1] 0 b [ 0 [ 0 0 0 ) o ] [ [ o 0 0 [ 0 [ 0 [}
Overall halance 820 708 6L 138 -1eg 23 319 334 397 400 333 34l 242 1700 1370 (105 115 (1240 134 4% 5B 178 o 292 -6
Financing 829 709 10,168 i 26 27 an 258 A6 -Me 317 <am0 323 27 A1 38 MS L8) 62 T2 383 395 408 226 361
et changs in now-Fund arrears 742 698 .10,142 [ L] o b bl ] o o Q 0 ] 1] 0 o ] o [} 0 9 [ 0 o
Net bauking sector rossrves {inereast, -) &7 11 -6 75 6 127 -H 258 M6 M6 N7 300 330 327 332 B3R MSs 353 M2 AT 383 s 4o 226 361
O whick : Nei Fund trsdic 17 16 FH 73 7 74 ] 570 ld W43 8T a2l s 44 29 -15 0 1] ] 0 ] L] 0 88 -
Financing gap befors ional [ 6 -0330 210 267 360 450 552 i3 715 6500 -6A) 565 A% 468 43 458 37 %6 515 50 569 -605 S18 507
Exctplional assiglance 0 0 10,30 i) 267 380 449 592 73 K £50 661 565 496 468 443 435 47 498 315 541 569 05 518 507
Tiena related 1o arrcars ¢lcarance 0 ¢ 9,960 0 [} [} [} 1} Q 1] [ 1} 0 [} g L] 1] 1} [1] 1} i} 1} ] 0 o
Asstatance on debt service 5 [} [ 370 209 267 60 449 s92 73 75 850 661 563 a98 468 443 459 477 4986 515 41 569 &03 518 507
G which : FTPC debt telief 4/ . . - 33 #0 26 369 H5 500 497 437 443 396 i 345 31s 328 343 360 376 398 423 452 343 inz
Methorandurs itzna; (In percent of GDF, ualess otherwise indicated)y
Cugrent accousnt balanes, incl. grams, befors debi relief 4.6 47 29 25 30 8.1 85 20 7.7 1 62 52 43 3B 29 25 20 13 47 03 0.1 0.6 11 ] -
Current aecount halance, incl. grants, after debi relict 5¢ A4 47 21 0.8 3 34 Al 220 18 1.6 16 2.9 08 EYs 02 0.2 0.2 0.9 15 18 2.3 2.7 1z 2 1
tiross official reserves (in millions of 1.8, dollars) Eil 22 75 22 287 8] ELII 612 67 925 1063 1,243 L404 1568 1,733 1,902 2074 2,251 2431 2,617 LEDE 3006 3,209 T 1,360
In weeks of nonaid imporis 3.8 14 3.6 94 02 ne 124 4.0 158 7.7 1wz 27 U B3 WA 6 20 Ak} L5 330 345 6.0 15 k1

Souwrces: Congoless awhorizies; and siafl estimates and projections,

1/ Debt-service data based on the end-2002 DSA in the presant document, whersas debt eervice in the staff report for the second review of the FRIGF-suppotted program baged on the end-2001 DSA. Inchndes debt service on current maturities and on reschedulings following the delivery, from 2003, of possiblc
assistance related 1o the cohanced HIPC Initiative. Negoniation of agresmonts with Paria Club credicors, following the Soptember 2002 Paris Chib rescheduling, comtinued inio 2002 and, 25 2 requll, amaunts associated with thass agreements and due in 2002 were 1ot fmalized. Consequently, ameunts are
carried over 10 2003 when thess agreements are signed and e amounts dus determine. Similarly, amounts due to nop-Parig Club and commercial oreditors have nix beex finalized and are carvied over to 2004,

2/ Includes a disburscrnens By TDA (vatued ai TUS$326 million ac end-2001 chchange rates) in 2002 <o repay the bridge bean wied 1o clear arroars in July 2002. )

3 Debr-aervice data based on the end-2002 DSA, in (he present documsn, whercas debl service i the saff repont for the second review of the FRGF-supwesd program basod on ibe «nd-2001 DSA. Factudes deb reliel from multilateal erediters provided fom 2002 onward fol!qwmg the Hearanes of armears,
which includes debe Telief on the acsumulation of amears on current mamurities in 2002, Also mcludes debr teliel under the Sepramber 2002 Faris Club rescheduling, which provides o Noples flow rescheduling o pre-gutoff date debt, deferral of arrears on puu:—uumfl‘—dfi:p.malu}‘-um atend-Tune 2002, deformat
of post-cutoff-date maturities duc i (e gecond half of 2002, and vapitalizaton of alk moratarium intsrest during ths [MF-supported program . Comparas ls irwatmsent by wen-Paris Club official bilaiesl creditorg and comnercial creditors 1 assumed, Addisonal debt relief is anticipated from 2003 under the:
enhanced HIPC itiative. . "

4 HTPC Iisiative debt relief i squivalent w the marginal debt relief pravided under the enhanced HIFC Iniliative, after reanment of arrearn by multilateral creditor end the September 2062 Paria Club rescheduling. _ )

&/ Taehi-service data based on the and-2002 DSA in the present document, whereas debl servics (o 1he gtaff repon for the second review of it PR (FF-supported progrom based o the end- 2001 DSA Tcludes debt relief m raterest from muliilateral reditors, debt relief on intersst frem official bilatsred and
commercial creditors under e Sepramber 2002 Paris Cluls rescheduling, enbanced HIPC Tnitialive relief on interzst and principal payihents falling due in the interim period, and the consolidation of penalty witerest on atreaza accumulated in 2002,

_E‘i?_
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Table 3. Democratic Republic of the Congo: Summary of Central Government Financial Operations, 2000-03

2000 2001 2002 2003 2004 2005
Est. st Pl Est, ST Report Hpe St Report jipe el Report HIEC
13/ 13/ 13/
{In: percent of GDP, unless otherwise specified)
Total revenue and grants 5.1 6.2 83 10.8 111 12.3 129 154 159
Total revenue 51 62 7.8 8.3 83 5.0 8.0 10.1 102
Customs and excise {OFIDA) 1.7 21 29 37 37 45 4.5 50 50
Direct and indirect taxes (DG} 13 1.5 21 23 2.3 23 23 29 29
Petroleum (royalties and taxes) 0.4 0.3 16 13 1.3 09 03 0.8 08
Off-budget revenue 1.3 17 0.6 0.1 01 0.0 0.4 0.0 00
Other 4 06 07 0.9 0.9 12 12 14 14
Total grants 0.0 0.0 n4 2.6 2.8 3.4 39 53 5.7
Of whick: HIFC assistance 1/ 0.4 0.7 1.1 17 22 26
Total expenditure 111 79 10.4 152 13.8 18.6 18.1 2046 202
Currenl expenditure 9.4 6.0 5.8 10.9 9.4 10.5 24 26 8.8
Wages 215 1.4 21 232 2.2 2.5 2.5 22 2.2
Interest due 2/ 3/ 21 13 32 il kR 50 3.9 4.4 3.6
Transfers and subsidics 0.8 0.3 0.3 0% 0.9 0.5 0.5 046 0.6
Other gurrent expenditure 4.1 13 32 27 2.7 2.4 2.4 24 24
Of which: centralized payments 4/ 4.6 a9 0.8 0.7 3.7 0.8 0.8 0.8 08
Off-budget expenditure 13 1.2 0.6 0.l 0.1 0.0 0.0 0.0 4.0
Capital cxpenditure 0.4 [N 0.5 38 3.8 7.0 7.0 19 8.9
Forcign-financed a0 0.0 3 33 33 6.7 6.7 85 8.5
Domestic-financed 04 a1 0.2 0.5 0.5 03 03 0.4 0.4
Other operations .0 0.0 0.0 0.0 0.0 0.0 0.0 04 6.0
Guarantee and Contingency Fund [21] 0.0 0.0 0o 0.0 0.0 0.0 0.4 0.0
Net lending ¢l 0.0 0.4 0.0 0.0 0.0 0.0 0.0 6.0
Unalinuated puverty-related expenditure 5/ o0 0.0 o0 0.0 0.0 0.0 0.0 0.0 0.0
HIPC-related cxpenditure 04 0.4 1.1 1.7 22 2.8
Overall balance (commitment basis) -6.0 -1.6 -2.0 44 2.7 -6.3 =51 -5.2 -4.4
Domiestic primary balance {commitment basis) 6/ -3 0.3 1.1 14 1.8 32 32 46 4.6
Change in arrears 7/ 14 2z 0.2 0.1 -0.1 -0.1 -0.1 -0.1 -0.1
Overall bajanee (cash basis, before intercst rescheduling) -4.1 0.5 -1.8 45 2.8 -6.4 53 =34 -4.5
Lomuestic primary balance (cash basis) 6/ =38 0.6 1.4 17 1.7 10 3l 4.5 4.5
Central bank operational result & 0.6 0.4 -0.4 -0.4 0.4 0.3 0.3
Overall consolidated halance (cash basis, before interest rescheduling) -2.4 -4.9 -3.2 -6.8 5.6 -5.7 4.8
Teal financing, 4.0 -04 2.6 49 iz 68 5.6 57 4.8
Domestic financing 40 1 -10 0o 0.0 0.0 0.0 0.0 0.0
Banks 40 0.1 -0.6 00 0.0 0.0 6.0 0] 0.0
Nonbanks (certificates of deposit) 0.0 a2 -0.4 0.0 0.0 0.0 0.0 o0 040
Poreign financing 0.0 <05 16 a9 3.8 6.8 5.6 5.7 48
Non domestic non resident banks 0.0 <05 0.4 0.0 0.0 0.0 o.0 0.0 0.0
Amoriization due before debt relief 3/ -7.9 -6.0 4.8 4.6 -2.8 -4.1 -4.1 R -5.7
Waratien ofarears 9/ 79 0.0 -188.0 0o 0.0 0.0 0.0 0.0 0.0
New loang 00 L] 1.3 35 35 6.5 7.0 67 77
Financing gap before debt relief 0.0 0.0 -194.3 6.0 -2.5 -4.4 2.7 -3.0 28
Aurears consolidation 9/ 0.0 0.0 106.1 0.0 0.0 DAY 0.0 0.0 0.0
Arrears cancellation Y/ 0.0 00 Bl 00 0.0 Ay 0.0 0.0 0.0
Deebt relief before HIPC agsistance 0.0 0.8 6.7 6.0 3.1 4.4 27 30 2R
Financing gap after debt relicf 10/ 0.0 0.8 a.0 00 -0.6 0.0 0.0 0.0 0.0
Discrepancy 11/ -1 0.2 0.z 0.0 0.0 0.0 0.0 0.0 0.0
{In pereent of GDP, uniess otherwiss specified)

Memorandum items:
GDP (in billien of CGF) 297 1,464 1,915 2298 2,208 2,627 2,627 2,989 2,984
Current primury expenditure (oash basis} 13 4.4 53 59 59 5.6 56 5.3 5.3
Domestic primary cash balance excl. unall.exp. -3y 0.6 1.4 17 1.7 1.0 3.1 43 4.5
Overall consolidated cash balance 12/ -4.1 0.5 0.0 -4 0.7 -1.7 -33 -3.4 -i6

Sources: Congolese authorities; and staff estimates and projections.

1/ ReRects mevised caleulation of HIPC assistance from 2002-based DSA, 11IPC assistange is equal to {a) for official bilateral and comumercial creditors, the difference between debit serviee due afier a hypathetical
Naples stock operation at end-2002 snd debt service due after INPC relief, and (b} for multilateral ereditors, the diffevence berween debt service due after arrears clearance aperations and debt service due after HIPC
relict.

2/ Seheduled interest before any treatment, plus interest on the September 2002 Paris Club rescheduling from 2002, and interest on the rescheduling under the enhanced TIIPC Initiative from 2003. Exludes interest
on arrears before 2002,

3/ Negotiations of agreements with Paris club creditors, following the Seplember 2002 Naples rescheduling, are still ongning, As a result, amounts associated with these agreements and due in 2002 have not been
finalized. Conscquenily amounts are carried over to 2003 when it is expected that these agreements will be signed and the amounts due determined. Similarly, amounts due to non-Paris Club and commercial
creditors have not been finalized and are carried over to 2004, From 20023 onward, debt service reflects possible rescheduling under the enhanced HIPC Initiative,

4/ In 2001 and 2002, includes a preliminary estimate for accunulation ol amears on wtiitdes (CGF 12 billion). Utilities payments and arrears o be surveyed in 2003,

5/ Contingent cxpenditure that will be mobilized only if the debt rescheduling assumptions materialize.

6/ The domestic primary balance is defined as revenue (exeluding grants) less cxpenditure {excluding interest on debl, foreign-financed expenditure and [IPC-related expenditure).

7/ Internal and externsl arrears. External arrears aceruimgg in the first months of 2002 before the debt relief operations are not shown as they are consolidated during the same year.

8/ Central bank operatipnal net losses amounted to CGP 15.7 billions in 2001 (1 percent of GDF}.

9/ [n 2002, atrears include interest and principal,

10/ Nonzere financing gap in 2003 owing to the revision of debt service data with the completion of the 2002-baged DSA afier the negotiation of the 2083 budpet and completion of the IMF staff report for the second
review of the PRGF-supperted program, Automatic adjusters will modify the propram’s perfortnance criteria to account for changes in programmed debt service.

11/ Discrepancy bebween monctary and fiscal data.

12/ Cash balance after interest rescheduling (including HIPC). Before 2002, exciudes BCC operations.



-45 -

Table 4. Democratic Republic of the Congo: Stock of External Arrears at End-2001

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

Arrears as of Percent

Creditor End-2001 1/ of Total
Multilateral creditors 1,800.1 16.9
IBRD 128.0 1.2
IDA 189.6 1.8
AfDB Group 778.5 7.3
AfDB 737.9 6.9
AfDF 40.6 0.4
IMF 503.4 4.7
European Investment Bank 21.0 0.2
European Union (EU administered) 79.8 0.8
European Union (IDA administered) 23 0.0
IFAD 7.6 0.1
BADEA 21.5 0.2
OPEC Fund 0.7 0.0
IFC 26.0 0.2
BDEGL 6.3 0.1
BEAC 353 0.3
Bilateral and commercial creditors 8,845.6 83.1
Paris Club 8,229.4 77.3
Pre-cutoff 7,546.8 70.9
Post-cutoff 682.5 6.4
Non-Paris Club 365.6 34
Commercial 250.6 2.4
Total 10,645.6 100.0

Sources: Creditor statements, Congolese authorities, and staff eshimates,

1/ Includes short-term debt in arrears and estimated penalty interest on arrears.
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Table 5. Democratic Republic of the Conga: Nominal Stock and Net Present Value of External Debt Outstanding, by Creditor Group,
Before and After Traditional Debt Relief, at End-December 2002

Nominat Debt Stock After NPV of Debt After Traditional Debt

Nominal Debi Stock NEY of Debt Traditional Debt Reliel Relicf 1/
USS million Percent US$ milkion Percent L'3% million Percent USS million Percent
of total af total of total of total
Total 10,659.0 100.0 8,404.4 100.0 10,0270 00,0 7.868.1 100.0
Multilateral 3,590.6 337 3,084.3 6.7 3,590.6 355 3,084.3 3.2
DAY 1,511.8 142 1,036.5 123 L5lle 4.9 1,036.5 13.2
AfDB Group 1,1357 10.7 1.i28.4 134 1,135.% 1.2 1,1284 14.3
AMDB 3/ 962.6 9.0 981.4 117 962.6 5.5 GH1.4 125
AMF 3 173.1 L6 147.0 17 1731 L7 147.0 L9
IME 3f 571.0 54 534 7.0 5710 36 538.4 75
Europesu Investment Bank 252 0.2 252 03 52 02 25.2 0.3
European Union 054 15 170.1 20 2054 20 170.1 2.2
EU administered by IDA 3/ 10.2 0.l 7.6 ol m.z2 D1 L6 0.1
FAD 282 0.3 27 03 28.2 0.3 L7 0.3
IFC & 30.0 0.3 300 0.4 300 0.1 0.0 0.4
HBADEA 217 0.2 2.7 3 217 0.2 217 03
OPEC Fund 0.7 0.0 0.7 0.0 07 0.0 0.7 0.0
BDEGL 7.8 0.l 7.8 0.1 7.8 0.1 18 0.1
DBEAC 3/ 5/ 430 0.4 46.2 0.5 43.0 n4 46.2 0.6
Rilateral and commercial 7,068.4 6.3 532011 63.3 5,536.3 64.5 47838 60.8
Paris Chub 6/ 6,352.7 596 4,608,5 54.8 6,043.4 587 43101 54.8
Pre-gutoff date 52828 42.6 31012 44.0 4,973.5 49.1 3,402.8 43.2
DA 7945 75 330.5 53 627.6 6.2 370.2 4.7
Nen-ODA 4,488.4 421 3,170.7 377 4,345.9 10.6 30326 385
Post-cutolT date 1,069.9 10.0 9473 10.8 1,069, 27 907.3 1.5
ana 2751 26 8.9 25 2751 27 2089 2.7
Non-QDA 5/ 7548 7.5 658.4 8.3 7548 18 698.4 B9
Austria 97.1 0.9 44.3 0.5 ¥11 1.0 4.3 0.4
Belgium 1,361.0 128 5913 7484 1,298.7 12.8 57218 6.6
Brazil 17 0.0 1.5 0.0 17 0.0 L5 o0
Camada 307 0.3 29 0.3 307 a3 22.9 6.3
France 1,074.9 10.} 865.6 1.3 1,074.9 106 2656 110
Getmary 4151 19 337.1 4.0 415.3 4.1 334.0 4.2
Italy 529.1 50 4203 5.0 529.1 5.2 4223 54
Jnpan 696.3 6.5 562.0 6.7 682.9 6.7 5400 6.9
Netherlands 284.2 27 2534 kX 21940 24 210.5 2.7
Morway 19.0 0.2 10.4 0.1 1890 02 10.4 0.1
Spain 18! 0.2 158 2 18.1 0.2 158 0.z
Sweden 11a.1 11 67.1 0.3 16,1 1.1 54.8 07
Switzerland 1.3 0.1 10.3 0.l 1.3 '8 10.3 0.1
United Kingdom 123.5 .2 936 11 121.5 1.2 936 1.2
United States 1,574.8 148 1,303 15.6 1,385.6 13.7 1,161.2 14.8
Qther offictal bilateral 43649 4.1 433.0 5.2 290.1 29 273.6 35
Pre-cutefT date 281.8 26 2819 34 13183 i4 1202 L&
GRA 2.7 0.3 213 0.3 227 03 19.5 0.2
Non-CUA 2542 24 254.2 3.0 §10.6 i5 108.7 L8
Post-cutoff dale 155.1 1.3 151.1 18 1519 03 144.4 L8
oDa 250 03 258 0.3 9.0 03 242 0.3
Non-GDA & 126.1 12 125.2 1.5 1229 1.2 1201 1.5
Bunmdi 44 0.0 40 0.0 1.3 0.0 1.3 0.0
China 38.8 0.4 355 0.4 J88 0.4 137 04
Egypt .3 0.1 %3 0.1 9.3 0.1 9.1 01
Israel 18.3 0.2 183 0.2 18.3 0z 18.0 D2
Kuwail 955 09 985 11 41.7 0.4 453 0.5
Namibia 1.9 0.0 1.8 0.0 0.6 0.0 0.7 0.0
Rwanda a8 a.0 0.8 00 0.3 0.0 03 0.0
Saudi Arbiz 277 0.3 207 0.3 27.7 03 19.5 nz
Serbia and Montenegro 48,4 0.5 434 0.6 374 0.4 368 0.5
Taiwan Province of China 3l 03 364 0.4 37.1 e 36.0 0.5
United Arab Emirates 1352 15 1554 18 7.6 0.8 6.9 1.0
Commercizl 2788 2.6 278.6 i3 202.8 2.0 200.1 23
Helgium 133.1 1.2 1329 i.6 100.6 14 93.5 L3
France prEY 03 289 0.3 8y 3 28.4 0.4
Germany 2.8 a0 b2 0.0 1.7 0.0 1.6 00
Ttaly 1.4 0.1 114 0.1 8.0 .1 7.8 Q1
Netherlands il .0 kN | 0.0 11 0.0 31 0.0
South Africa 210 .2 210 0.2 2L.0 0.2 2.6 03
Switzetland 20.2 0.2 202 0.2 0.2 02 19.8 03
United States 0.3 0.0 0.3 0.0 o1 0.0 61 0.0
London Club 518 &5 57.9 a7 193 0.2 19.1 02

Sources: Creditor statements; Congolese authoritics and staff estimates.

1/ Reflects the Seplember 2002 Paris Club rescheduling, with comparable treatment by other bilateral and commercinl creditors, and a hypothctical stoek-of-debt operation on Maples
teetns at end-2002 by Paris Club creditors, with comparable treatment by other official biiaternt and commercial croditucs on eligible debt {pre-cutoff and non-ODA].

% The NPY of the stock of debt includes the NPV reduction resulting from the treatment of IDA and IBRD arrcars in July 2002,

3 The NPV ol the stock of debt includes the NPV reduction resulting from the treatment of arvears before end-2002,

2/ IFC has indicated that although the DRC owns 50 percent of the shares in Les Grands Hitels du Congo, the Compeny's debt to IFC in respect of that loan is not an obligation, either
actual or contingent, of the povernment, A restructuring of IFC's investment, associated with a possible dilution of the govemment's sharebalding in the Company, is under negotiation
and may be submitted to 1FC's Board of Directors for consideration and approval in the near future cousistent with IFC's own policies and procedures.

5/ Stocks include short-term debt that has beer in armears for more than a year.

6/ The Parts Club cuteff date is June 30, 1983,
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Table 6. Democratic Republic of the Congo: Enhanced HIPC Initiative Assistance under a Proportional Burden-Sharing Approach 1/ 2/
{In millions of U.S. dollars, unless otherwise indicated)

Total Bilateral 3/ Multilateral 4/ Common Reduction
NPV of Debt- Factor 5/
to-Exports Target (In pereent)

(In percent)

{In NPV terms at end-2002)

150 6,311 3,837 2,474 £0.2
Memorandum items:
NPV of debt 6/ 7,508 4,784 3,084
Paris Club creditors 7/ 4,310 934
Of which: pre-cutoff date non-ODA debt 3,033 1047
Non-Paris Club creditors 3/ 474 934
Target NPY 1,557
Three-year average of exports 8/ 1,038
NPV of debt-io-exports ratio 9/ 758

Sources: Congolese authorities and staff cstimates.

1/ The proportional burden-sharing approach is described in "HIPC Initiative—Estimated Costs and Burden-Sharing Approaches” (EBS/97/127, 7/07/97 and
IDA/SceM97-306, July 7, 1997).

2/ Refiects the September 2002 Paris Club rescheduling with comparable treatment by other bilateral and commercial creditors, and a hypothetical stock-
of-debt operation on Naples terms at end-2002 by Paris Ciub creditors, with comparable treatment by other official bilateral and commercial ¢reditors an
eligible debt (pre-cutoff and non-ODA),

3/ Includes official bilateral debt, commercial debt, and short-term debt in arrears for more than one year.

4/ includes multilateral short-term debt in arrears for more than onc year.

5/ Each creditor's NPV reduction in percent of its exposure at the decision point.

&/ Based on end-2002 data after full application of traditional debt-relief mechanisms.

7/ Includes official bilateral debt and short-term debt in arrears for more than one year.

8/ Goods and service cxports, as defined in IMF, Balance of Payments Manual, 5th edition, 1993.

9/ Based on the three-year backward-looking average of goods and services exports ending in the base year of the debt sustainability analysis (i.e., 2000-02).
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Table 7. Democratic Republic of the Congo: Discount and
Exchange Rate Assumptions, End-2002

Currency Name Discount Rate 1/ Exchange Rate 2/
(In percent)

Austrian schilling 3/ 5.35 13.12
Belgian franc 3/ 5.55 38.47
Canadian dollar 5.88 1.58
Chinese yuan 4.82 8.28
Danish krone 5.78 7.08
Deutsche mark 3/ 5.55 1.87
Furo 5.55 0.95
Finnish markaa 3/ 5.55 © 567
French franc 3/ 5.55 6.25
Trish pound ¥/ 5.55 0.75
Italian lira 3/ 5.55 1,846.35
Japanese yen 1.75 119.90
Kuwaiti dinar 4.82 0.30
Luxembourg franc 3/ 5.55 38.47
Netherlands guilder 3/ 5.55 2.10
Norwegian krone 7.76 6.97
Portuguesc escudo 3/ 5.55 191.17
Saudi Arabian riyal 4.82 375
Spanish pescta 3/ 5.55 158.66
Spceial drawing rights 4.82 0.74
Swedish krona 6.11 8.83
Swiss franc 342 1.39
U.K. pound 5.84 0.62
U.S. dollar 5.12 1.00

Memorandum item:
Paris Club cutoff date June 30, 1983

Sources: OBCD and IMF, International Financial Statistics.

1/ The discount rates used are the average commercial interest refercnce rates (CIRRs) over the six-month period

prior to end-December 2002 (i.c., the end of the most recent period for which actual debt and export data are

available).

2/ The exchange rates are expressed in units of national currency per U.S. dollar at end-December 2002.

3/ These currencies were replaced by the euro on January 1, 2002. However, some creditors had not yet converted their
databases to euros by end-2002. The exchange rates quoted here arc based on the end-2002 rate of currency unit per euro
at end-2001 and then converted from euros to U.S. dollars at the end-2002 exchange rate.



Tabie 8, Demoeratic Republic of the Congo: Net Present Vatue of External Debt afier Full Use of Traditional Debt-Relief Mechanisms, 2002-22 1/

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

Averages

002 2003 2004 2005 2006 2007 2008 2009 2010 2041 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 022 2003-12  2013-22

NPV of total debt 2/ 78681 73181 76045 78168 78192  7,7369 76612 75468  7,559.1 7,555.1 7,5821 76607 77701 V8750 79601 80138 80316 8085 79856 79267 78224 76200 79074

NPV of existing dett 78681 71876 72309 70482 69025 659038 62784 59346 57709 S5MS 54418 53IBS 52330 51167 49793 48195 46354 44233 41770 38923 35637 64077 46169

Official bilateral and commerrial 47838 48668  ABBLS  ATITT 45190 42598 40683 38583 38292 379LT 37453 6EK4 36563 36009 55494 34710 337IE 12548 1086 29313 2726 42599 33365

Paris Club 43101 43967 44831 44511 42647 40764 38389 36812 36556 36218 3,5TRS 35249 34969 34554 34012 33298 32407 31317 29971 28314 26393 40008  3,205.1

Pre—cutoff dute 3A02.8 35427 36828 37226 36953  3.667.7 36397 36078 33876 355601 35213 34735 34516 34166 3,675 33019 32175 31111 29787  2R172 26255 36207 3,176

G which: DDA 3702 380.9 392.1 396.9 397.8 198.5 995 4009 A01E 4025 41300 4033 405K 4DR1 410,1 4117 4128 412.1 408.5 401.7 032 1975 406.7

Post-cutoff date 507.3 854.1 200.3 718.6 5694 408.7 2482 714 620 627 57.2 514 45.3 VT 336 8.0 23.2 20.6 18.4 16.1 13.2 1871 289

Of which: QDA 208.9 186.4 163.7 1423 120.2 99.7 83.6 73.4 63.0 6.7 57.2 514 453 0.0 136 K0 232 2.6 134 16.1 13.8 105.7 189

Cthier official bilaterat 2736 2702 238.7 207.0 175.1 1442 1412 138.0 1345 131.6 129.1 126.6 1735 1.7 152 116.1 1041 96.7 1 78.1 66.5 171.0 1029

Pre-cutoff date 1202 120.2 129.3 1204 129.4 126.5 129.6 1293 128.7 127.6 126.1 124.0 121.3 118.0 138 108.9 1029 5.6 ¥7.1 T3 65.4 1288 01,5

Of which: ODA 19.5 19.6 19.7 19.8 200 20.1 20.2 204 20.5 20.7 20.8 21.0 212 214 216 218 2.0 220 21y 21.7 216 20.2 214

Post-cutoff date 1444 141.0 109.4 7.7 45.7 14.7 ila 8.7 6.2 19 1.0 2.6 2.3 1.8 1.3 1.3 L2 11 1.0 0.8 0.6 423 L4

Of which: ODA 242 226 18,1 13.4 85 45 kN1 1.9 1.1 0.6 0.0 0.0 0.0 0.0 0.0 0.0 ] 1] 0.0 ] 0.0 7.4 0.0

Commercial 2040.1 199.9 159.7 119.5 ik 39.2 9.2 391 388 kL% 77 36.9 359 346 310 31.2 29.0 264 23.4 19.9 159 79.1 28.6

Multilateral 30843 23207 23494 EATGS 33834 23309 22090 20763 1,426 1LTORE L5965 16401 L5768 L5068 L4300 13483 12615 L1684 L0684 961.0 8421 2,478 1,2803

IDA ¥ 1,036.5 B0E  R099 R1l4 5098 8042 TY6.0 1868 7769 766.5 7516 7321 712.0 913 669.9 6478 6250  60L7 S77.7 5532 5247 792.0 633.5

ADFAIDS & 1,184 7399 7548 THS.2 0.2 T 765.4 7549 7191 7178 6903 6568 5174 571.8 5202 4548 ADSL 139.1 266.7 187.6 101.4 746.8 413.1

IME 4/ SK94 4514 4642 4RSE 043 4666 3704 270.1 1656 566 0.0 0.0 0.0 0.0 0.0 00 00 0.0 00 00 0.0 1239 0.0

Others 4/ 3310 3227 6.6 1081 299.1 809 773 264.6 261.1 2580 2546 251.1 2474 437 239.8 235.7 4 2276 224.0 220.1 216.0 2852 235.7

WPV of new debt 5/ 130.5 3733 665.6 166 1,1462 13828 16122 17872 19646 2,140.5 23322 2,5369 27583 29808 3,0943 33963  3,6053 38087 40344 42586 1,2123 32906

NPV of debi-to-exports ratio 6/ 758.0 642.8 586.3 5378 471.1 4110 3660 3296 05.4 2317 265.3 2505 2373 2259 24,1 2023 190.7 179.7 169.5 160.8 152.8 4199 198.4

NPV of debi-to-revenue ratio 7/ 17948 L6255 14162 13,1727 990.2 B6YH T68.2 6810 6139 536.0 305.6 4656.2 4315 359.0 368.1 3405 3138 288.1 265.1 2436 2024 919.9 3338
Memerandum flems:

Exporta of goods and services & 11893 12648 14370 165K  1RM33 21050 22908 24723 26625 L8538 10589 32632 348L1 37135 39616 42060 44656 4730 49340 51234 52974 LIGRT 43177

Threc-year export average % 16380 1,1385 12970 14555 16597 L,B82d4  2,093.0 272894 24752 2,6629 28584 30586 32677 34859 3 TIET 39604 421011 44675 47102 49295 51183 19810 40928

Govonement revenue 10/ 4386 4502 537.0 666.5 749.7 889.5 9973 1082 12314 1,0589 14996 1,6433 18009 19735 21627 23536 25612 27872 30118 32545 35167 9528 2,506.5

GDP 5,518 34356 5,966 6,560 1,156 7,764 8,434 9,154 843 10,502 11,391 12,193 13051 1390 14953 15930 1697 18,07 19,16 20320 21,543 8229 L6617

Sources: Congolese authorities; and staff estimates and projections.

1/ Refers to public and publicly-gusranized extarnal debt only, and assumes full use of traditional debt-relief mechanisms, i.e., a hypothetical Paris Club stock-of-debt operation un Naples terms at end-2002, and at least comparsble treatment by other official bilateral and commercial ceeditors. This is before any

debt reliel under the enhanced HIPC Initiative.

_6#-

2 Discounted on the basis of the average commercial interest referenve rate (CIRR) for the respective currency, derived over the six-month period prior to the latest dats for which actual data are available, i, end-2002. Currency-specific NPVs are converted 1o 1.8, dollars for all years at the end-2002 exchange

rate.

3/ The end-2002 NPV of the steck of debt includes the NPV reduction resulting

4/ The end-2002 NPV of the stock of debt incl

des the NPV reds

from the treatment [ TDA and IBRD arrears in July 2002,
from the freatment ul arrears hefore end-2002 for these creditors whese end-2002 stock of debt dees not include arrears.
5 Reflects lending plans announced by creditors for 2003 -03, and, from 2005, the borrowing needed to close the batance of payments finaocing gap.

& NPV of debt in percent of the three-year backward-looking average of goods and services exports ending in the current year (i.e., for 2002, average of exponts during 2000-02).
“1# NPV of debt in percent of central guvernment revemue, excluding grants.

8/ As defined in IMF, Belance of Payments Manual, 5th edition, 1993. Refers 1o cumrent-year exports.
9¢ The three-year backward-locking average of goods and services exports (i.e., for 2002, average of exports during 2000 02),

18/ Revenee is defined &s central government tevenue, excluding grants.



Table 9. Democratic Republic of the Congo: External Debt Service, 2003-22 1/
{In millions of U.8. dollars, unless olherwise indicated)

Avcrages
2003 2004 2005 2008 2007 2008 2008 2010 201k 2012 2013 2014 2015 2018 2017 2018 2018 2020 2021 022 2003-12  2013-22

Before Tull ase af traditional mechunisms

Total scheduled debt service L3 2103 3832 8L 6334 €903 7206 5389 5T0.6 5358 4983 4679 4457 4733 5122 STAS 6294 6E4T 468 B08.S 056 5851
Existing debt 189.5 2040 2711 5642 6122 6652 6763 4732 4797 4340 3874 3572 3272 33WS 0 35427 3693 3B42 4064 4303 4386 4660.9 3815
Multilaterat 514 627 L6 RO 1467 2137 2188 2136 2176 EGGS 1192 1238 1282 1323 1341 1362 1392 1426 146.2 1535 1446 1355
DA 350 361 378 410 449 47.2 47.9 43.0 48,1 3l 58 55.6 552 5.8 54.5 52 536 53.1 524 553 43.8 54.5
IMF 4.9 49 4.9 49 620 1187 L& 175 1170 59.3 a0 0.0 an 0.0 L] 0o 0.0 0.0 no 0.0 61.2 a0
AfDF/ATDB i1 92 i4.3 202 254 30.5 36.0 41.2 46.1 51.8 56.8 61.8 66.8 7.z FAN 759 80.2 84.4 B8.7 93.1 280 752
Other multilaterals 6.4 125 14.5 146 14,4 17.3 168 6.9 6.4 64 64 6.4 6.2 6.2 6.2 6.2 54 5.1 5.1 5.1 1.6 58
Official bilateral and commervial 1330 1413 2995 4834 4654 4515 4573 2506 2610 2645 2682 2334 199l 73 2200 2330 2450 2638 2847 3031 323 246.0
Paris Club 1144 1206 2817 4722 461§ 4476 4540 2567 2396 2634 2678 2330 1987 2069 2200 2331 2450 2638 2847 3051 3132 2458
Non-Paris Club %3 13,5 17.7 13 39 19 35 2.9 25 1.0 0.4 X} 04 0.4 0.0 0.0 0.0 0.0 0.0 Q.0 B4 0.z
Commercial 43 22 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0o oo oo 0.0 0.0 0.0 0.0 00 0.0 0.0 0.3 0.0
New debt 18 6.4 12.1 175 212 252 44,4 657 909 1018 1109 1107 1184 1338 1679 2052 2452 272 359 3499 38.7 056
Debt service-to-exports ratio {percent) 13.1 14.6 1 309 301 30.1 0.1 20.2 20.0 175 153 134 120 119 12.4 12.8 133 13.9 146 153 231 135
Deht service-to-revenue ratio (percent) 415 39.2 575 7137 712 69.2 65.0 43.8 42.0 357 30.3 26.0 226 218 222 224 226 7 229 230 54.0 3.7
After traditional debt reliel 2/
Total 2062 2962 4286 5924 5193 6377 6725 4955 5318 5016 4685 4452 4700 5013 5519 6063 6660 7236 788.4 853.0 5012 667.4
Existing deht 044 2898 4166 5745 6281 6126 6281 4258 4409 393§ 3575 3345 356 3675 3840 4011 4208 4454 4725 503.2 462.5 403.8
Multilateral 514 6.7 7i6 808 1467 2137 2188 2136 2E76 1695 1192 123 E2E2 1323 13401 1362 1392 1426 146.2 1535 144.6 1355
1DA 3540 361 378 41.0 44.9 47.2 479 48.0 48.1 521 55.9 55.6 55.2 54.9 345 5472 536 33.1 524 553 43.8 4.5
IMF 4.9 49 49 49 620 1187 1181 175 1170 543 0o no 0.0 LI [} 0.0 0.0 0.0 0.0 Q2.0 61.2 0.0
AIDF/ADB 51 92 143 202 254 0.5 36.0 41.2 46.1 318 568 61.8 &6.8 7z 735 759 R0.2 4.4 RR.7 43,1 280 75.2
Other muliilaterals 6.4 12.5 14.5 14.6 14.4 17.3 168 65 5.4 6.4 6.4 6.4 62 6.2 6.2 6.2 5.4 5. 5l 5.4 iLs 58
Official bilateral and commercial 1529 2271 3450 4942 4313 3989 4094 2162 2233 2303 2384 2107 2234 2352 2498 2649  I8ls 3028 3263 3497 3179 268.3
Paris Club 125.1 1313 2527 40535 3g7s 1867 397.0 2040 2108 2187 2268 194.4 2104 2214 1355 Y7 2650 2850 3073 3292 279 2529
Non-Paris Club 168 44.9 435 42.1 395 19.1 10.1 9.9 25 3.5 83 9.3 9.8 10.4 10.7 114 12.5 13.3 14.3 15.4 236 L6
Commercial 109 50.9 48.7 46.5 444 21 22 24 25 27 2.8 A0 3z 34 36 39 4.3 4.4 4.7 Al 213 kR
New deht 18 64 12,1 £7.5 212 2532 44.4 65.7 909 10LE 1109 LiGT 1184 (338 1679 2052 2452 2782 Jie 2499 387 203.6
Debt serviee-to-exporis vatio {pereent) 18.3 20.6 258 N.a 0.8 78 27.2 186 186 6.4 4.4 128 127 27 13.1 t3e 14.1 14.7 154 161 234 13.9
Deht service-to-revenue ratin (percent) 454 552 64.3 150 3.0 639 60.7 40.2 39.1 A5 285 247 23.8 232 235 237 219 24.0 24.2 24.3 551 244
After enhanced HIPC assistance 3/
Total 169.8 1964 2560 3123 2853  4BO0 2462 1190 1446 1584 1400 1405 1391 1444 10BF 2355 2740 3072 345.8 3810 2136 2336
Existing debt 168.0 1900 2440 2948 2641 22283 2018 53.3 53.7 56.5 0.0 28 307 30.6 307 302 288 mag 208 i 1749 300
Multilateral 335 256 313 27.3 40.5 387 40.3 43.0 4.1 48.1 21.2 pAR 2259 239 244 244 254 161 270 28.3 372 24.6
DA 15.2 36 3.8 4.1 4.5 47 43 48 4.8 52 56 & 55 3.5 55 54 5.4 33 53 5.5 6.0 5.5
IMF 4.2 33 33 33 274 242 24,5 26.0 26.1 285 0.n 0.0 0.0 0.0 0o o0 an 00 oo UL 171 0.0
ADF/AIDB kX 19 3.1 4.4 56 6.7 80 a1 103 FlS 127 138 149 15.9 16.4 170 18.0 149 iUk PR 8.3 16.%
Other multilaterals 63 16.7 21.1 15.4 3.0 30 30 30 2% 28 2.9 25 25 25 235 2.3 2.1 1.8 1.8 1.4 17 23
Dfficial bilateral and commencial 1344 1644 2127 2675 2235 1842 1615 10.3 57 §4 79 78 18 6.7 6.4 53 34 2.9 b2 2.8 1377 34
Pariy Club 1103 1056 1225 1898 1605 1522 1586 79 7.5 75 7.5 74 7.4 6.3 6.3 32 33 28 27 27 K23 52
Non-Paris Club 16.5 28.0 41.1 34.1 217 150 29 24 21 0.9 0.4 04 0.4 0.4 ol i 0.l ol a1 0.1 174 0z
Commercial 76 307 45.1 437 353 17.0 00 0.0 ou 0.0 an 0.0 0.0 0.0 oo 0.0 0.0 a.0 0.0 0.0 133 00
MNew debt 1.8 6.4 121 17.3 212 252 44.4 657 909 1018 1109 110.7 1184 1338 1679 2052 2452 2782 3159 3488 387 203.6
Beyond HIPC 4/ 146.2  147.1 1995 2249 20435 1729 1711 1LY 1371 1509 1325 1330 1418 ISR 1924 2302 2707 3044 3430 3783 i66.5 2285
Debt service-to-exports ratia (percent) 13.4 13.7 154 166 13.6 10,5 10,0 4.5 51 52 43 4.0 4.0 4.2 4.7 53 5.8 6.2 6.7 T2 10.8 5.2
Debt service-fe-revenue ratio {percent) 77 366 534 395 32l 249 222 9.7 10.6 10.6 8.5 7.8 16 7.6 B4 .2 9.8 1.2 10.6 0.8 26.2 9.1
Reduction in debt service as & result of
HIPC Initiative assistance 34 098 1726 2801 340 3BT 4263 3765 3B7Y 3433 3285 3047 3209 3368 3533 3709 3920 4164 4427 72l 2876 1735
Multilatcral 17.9 31 40.3 535 1962 1750 1733 1706 1735 1214 956 1019 1053 1084 1088 112 LIZR 11635 1192 1252 1074 L10.9
Rilateral and commcruial 1335 62,7 1323 2266 257.8 2147  247.9 2059 2id6 2218 2305 29 2156 2285 2433 2594  27B3 2999 3235 3468 180.2 262.9
Memorandum items:
Exports of goods and services 5/ 1,265 1437 1,639 1L,R83 2,105 2291 2472 2663 2854 3,059 3263 3A4R1 3714 3862 4206 4466 4731 4934 5,123 5,297 2,169 4,318
Government revenue &/ 450 537 667 40 250 937 LI08 1,231 1,359 5500 1643 1801 1,974 2,163 2,354 2,561 2787 3012 3,254 3517 453 2,507

Sources: Congolese authorities; and staff estinates and projections.

1/ All debt indicators refor 1o public and publicly-guaranteed debt, and are defined afier rescheduling, unless otherwise indicated.

2/ Assumes a hypothetical stock-of-debt aperstion at end-2002 by Paris Club creditors on Naples terms and comparable treatment from other official bilateral and commetcial creditors; excludes several multilaeral arvesrs ch peratiens impl d in 2003.

3 Creditors are nssumed to provide HIPC assistance through the interim period and o provide the balance of their assistanee at the completion point, which is expected in the third quartcr of 2006. Specifically, the IMF, World Bank, AfDF/A[DB, and European Union are assumed to start
providing assistance during the inierim period, while the remaining multilaterals sre nssumed to provide their assistance af the completion point. Paris Cluk credilors are assumed to provide a Colagne flow rescheduling on eligible debt during the interim poriod, and to provide a stock-of-debt
operation on Cologne terms &t the completion point, Other official bilateral and commerciai creditors arc | to provide assi: on & ible terms,

4f Reflects assistance bevond the terms of the enhanced HIPC Initiative by some Paris Club croditors on a voluntary bilateral bosis.

5/ As defined in IMF, Batance of Payments Manual, Sth cdition, 1993 Refers to cumrent-year exports

&f Revemue is defined as central government revenue, excluding grants.

.-Og.-



Table 10. Democratic Republic of the Conpo: Net Present Value of Extetnal Debt aler Enhanced HIPC Assistance, 2002-22 1/

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

Avorages
2002 20603 204 2005 2006 2607 2008 2009 2019 2011 2012 2013 204 2015 2016 2017 P E 2015 2020 2021 2022 2003-12  2013-22
After traditional debt relief 2/
NPV of total debt 78681 73141 76045 78168 28192 77369 76612  7,5468 7,550 75551 75823 74607  7II0.0 78750 796001 80138 80316 80285 79856 79267  7.822.4 76200  7,907.4
NPV ot putstanding debt 78681 786 72309 71482 69025 6,590.8 62784 59346 35,7719 55905 54418 532835 52331 SI1167 49793 48195 46354 44233 41770 38923 35617 65,4077 46169
Official bilulcral and commercial 47838 43668 4815 47777 45190 4,259.8 4,069.3 3,858 18292 A7 37453 36884 33,6563 31,6093 35454 34711 31,3718 32548 3;1 N86 29313 27216 4,259.9 3,336.5
Paris Club 43101 43967 44831 44511 42647 40764  3BRKY  3,6H12  3,655.6 36218 357RS 35249 34969 34556 34012 33298 32407 31317 29970 28394 26393 40098 32051
Other official bilateral 2736 270.2 238.7 207.0 175.1 1442 1412 138.0 134.9 13t6 129.1 126.6 123.3 118.7 1152 110.1 104.1 56.7 881 781 66.3 1710 102.9
Commercial 200.1 199.9 154.7 19,5 79.3 1.2 392 3l 38.8 383 377 36.9 359 3.6 330 32 290 26.4 234 159 15.9 9.1 286
Multilateral 30843 23207 23494 23705 21,3834 23MN5 22000 20763 18426 LT9EB 1965 16401 15768 15068 L4300 13483 12605 11684 10684 %61.0 8421 2,147.8 1,250.3
NEV of now borrowing 130.5 3735 668.6 8166 L1462 132§ 16122 17RT2 L9846 RM40 23322 25369 2,7583 29808 31943 33963 36053  IHOET 40344 42586 |:2 123 3,290.6
Memorandum ilcms:
NPV of debt-to-exporis ratio (percent) 3/
Total debt 758.0 642.8 5863 537.8 471 4110 166.0 320.6 305.4 2837 2653 2505 237.8 2259 2141 2023 190.7 1797 169.5 160.8 528 4189 195.4
Outstanding debt 758.0 6313 557.5 4918 4158 350.1 300.0 259.2 2132 29,9 190.4 £74.2 160.1 146.8 1339 121.7 1o, 9.0 £8.7 9.0 &5.6 363.9 1183
NPV of debt-to-revenue ratio (percent)
Total debt L7941 16255 14162 11727 500.2 869.8 768.2 681.0 613.9 556.0 505.6 466.2 4315 39490 364.1 3405 3136 248.1 265.1 2416 2224 916.9 3338
Outstanding debt 17541 15566 L3466 1,0724 474.1 7405 629.3 5353 468.7 4ik4 3629 3243 290.6 2593 230.2 2048 1810 158.7 138.7 1196 1013 803.9 200.8
After enlanced HIPC assistapce 4/
NPV of total debt 84023 70834 74631 78260 20792 2,013 21609 22248 237141 25241 16689 18554 30540 32680 34829 368R6  3,BR2O 40856 42823 435005 47157 3,850.6 37816
NPV of outstanding debt 54023 69529 70895 71575 11626 955.2 7751 6126 5869 5585 5284 5234 5171 508.7 5022 4543 436.7 480.3 4737 466.0 457.0 2,638.3 491.0
Ofiicial bilateral and commercial S3IH0 48306 49220 495274 574.8 321 218.5 68.7 62.1 55.8 50.4 453 39.9 34.3 29.4 24.6 20.6 184 16.5 14.5 124 1,681.2 25.6
Paris Chit 46064 44400 454901 4,625.0 4773 2.6 208.9 61.5 57.0 52.6 478 43.1 38.0 2.7 28.2 234 19.5 17.3 154 13.5 116 1,9%6.2 243
Qther officinl bileteral 4330 2156 198.3 1674 48.7 234 9.6 72 3.1 a3 2.5 2.2 1.9 la 12 1.2 1.2 1.1 1.0 1.0 a.9 R.1 13
Commercial 278.6 195.0 176 1350 488 16.1 0.0 0.0 0.0 00 0.0 (1] 0.0 0.0 an 0.0 0.0 0.0 X)) 0.0 0.0 56.9 0.0
Multilateral 30843 21823 21675 2,230 587.7 573.1 559.6 543.9 524.8 503.7 4780 4781 4772 4754 4728 469.7 466.1 462.0 457.2 451.6 444.6 1,827.1 465.5
WDV of new bumawing 130.5 3715 665.6 Q166  1,i462 13828 16122 L7872 196456 2,405 23322 2,5369  2,7583 29808 31943 33963 36053  3.808.7 40344 42586 1,212.3 1,200.6
Beyond HIPC 5/ 69957  73BLY 77617 LRITF 19060 20312 21633 23170 24715 26216 2,8125 30160 32353 34548 36652  3B635 40683 42665 44870 4,704 3,768 37574
Memorandam items:
NPV of debi-to-enports ratio (percent) 3/
Total deht 809.5 622.2 575.4 5384 125.3 116 103.2 97.2 95.9 94.8 93.4 934 933 93.7 937 93.1 92.2 415 50.5 913 92§ 2457 4rs
Outstanding debt 805 610.7 5466 492.4 700 0.7 3nz2 26.8 2.7 210 1.5 17.1 158 4.6 135 12.5 {16 lo.s 10.1 ns o 1548 12,4
NPV of debt-to-revenue mtio (percent)
Totak deh 19159 15734 13898 11741 2033 2367 2167 200.8 192.8 1857 178.0 173.8 169.6 165.6 1680 156.7 1516 146.6 1422 138.3 134.1 561.1 1539
Quistanding debt 19159 15444 13203 10738 147.2 107.4 78.0 551 477 41.2 35.2 L8 287 25.8 232 218 19.0 17.2 15.7 143 13.0 4454 210
After enhanced HIPC
committed unconditionally & 15569 1,57n6 L7903 20183 20792 2,101.3 2.160.9 2,224% 2314 25241 26689 28556 30540 32630 34820 36886 38825 40856 42823 45005 47157 21520 3,781.8
NPY of outstanding dcbt 15369 14470 L4167 13497 11626 955.2 778.1 6126 586.9 559.5 528.4 523.4 5171 308.7 502.2 4943 486.7 4803 473.7 466.0 457.0 9357 4%1.0
Official bilateral and commercial 946.6 853.7 8227 760.7 574.8 382.1 2185 68.7 62.1 55.8 504 453 39.9 343 294 4.6 20.6 18.4 16.5 14.3 124 385.0 256
Paris Club 8529 7590 277 665.1 4773 3z.6 208.9 61.5 57.0 5.6 4719 43.1 380 327 282 234 105 173 15.4 135 1.6 3400 243
Other affigial bilateral 54.1 538 523 514 487 134 9.6 72 5.1 33 2.5 22 19 1.6 12 1.2 12 Tl & 1.0 0.8 5.6 1.3
Cotuneteia 36 41,9 427 44,2 48,7 16.1 a.n 0.0 L) 0.4 o0 0.0 0.0 0.0 0.0 0.0 [1X} 0.0 X 0.0 0.0 154 0.4
Multitatcral 610.3 Y34 594.1 sEe0 3873 5730 559.6 5439 548 503.7 4780 4781 4T3 4754 4728 4697 4661 4620 4572 4516 4446 554.7 465.5
NPY of new borrowing 130.5 3735 668.6 9166 L1462 13828 16122 L7872 19646 L1405 23322 2,536% 27583 29808 31943 33963 36053 38087 40344 42586 1,212.3 3.260.6
Memorandum items:
NPV of debt-to-exports ratie (percent) 3/
Total debt 150.0 138.6 1380 1189 125 11i6 132 87.2 839 9.8 934 34 Y15 a3y 937 934 L i) 915 99 913 9.1 1137 92.5
Outstanding debt 150.0 127.1 1069.2 52.9 70.6 507 37.2 6.5 217 210 185 17.1 15.8 14.6 135 12.5 11.6 10.8 1 4.5 89 517 12.4
NPV of debi-to-revenue mtio (percent)
Total debt 355.0 350.4 3314 302.8 2633 2362 2167 2008 192 8 185.7 178.0 1738 169.6 185.6 161.0 156.7 1516 146.6 1422 138.3 134.1 46,0 1339
Outstanding debt 355.0 3214 2638 2625 147.2 107.4 8.0 553 4717 41.2 352 313 287 258 n2 210 150 17.2 15.7 14.3 1.0 13450 218

Bources: Congolese authoritics; and staff estimates and projections.

1/ All debt indicators refor to public and publicly-guaranteed dobt, and are defined afler reschoduling, unless otherwise indicated.
2/ Shows the external deb1 situation afier the full use of traditional debt-telicf mechanisms at end-2002 by Paris Club creditors, and assumes at lcast comparable treatment by other offictal bilateral and commcrvial creditors.
3/ In terms of the simple historical three-year average of exports of goods and services,
4/ Assumes interim relief under the enbanced 1UPC Initiative during Aupust 2003-July 2006 and full delivery of assistance from the third quarter of 2006. For assumptions en the modalitics by which relief is defiverad, see footnote 3 of Table 9.
5/ Rellects possible assistance beyond the terms of the enhanced HIPC Initiative by some Paris Club crediters on a valuntary bilateral basts,
&/ NPV of debt shows the resulis of the {hypothetical} snconditienal commitment and dolivery of enbanced HIPC assistance at end-2002,



Table L1. Democratic Republic of the Congo: External Debt Tndicitors under Different Scenariog, 2002-22 1Y

W02 2003 2004 2008 2066 2007 008 2008 2010 2011 2012 2013 2014 015 2016 2017 0te 2015 2020 2021 2022 003-12 201122
Actual Projcciions
Baseline scenaric (Tn percem, unless otherwige indicatod)
After eradidonal debd reliel
NPV of detu-10-GDP ratic 1426 1341 1278 nez 109.3 w6 S8 828 ELE] T3 666 618 05 564 52 503 473 M4 41.7 Bo 363 978 49.1
NPV of debi-to-saponts rato 2/ TR0 6428 3863 278 4711 411.0 366.0 329.6 3054 2837 65,3 Falohd 378 25.% 4. 2023 1507 179.7 166.5 160.8 152.8 419.9 198.4
NPV of dubi -lo-revenue ratin 3/ 17941 1,6255 14162 11727 902 265.% AT 6810 6119 356.0 056 4662 4315 3990 J68.1 405 LIk 2881 265.1 243.6 4 $19.9 333%
Debi-servies ralio 162 20.6 258 3ls g 78 72 146 186 164 144 12F 127 127 13 125 141 147 154 16.1 a4 1
Diebl service-Lo-Tovenue ratio 3/ 453 5.2 4.3 75.0 F3i0 639 6.7 402 Bl 35 Z5 Fo N R 3.2 5 237 339 240 242 43 551 W4
Alter enbanced HIPC assistance
WPV of debt-ro-GDP ratio 17%.8 125.1 123 2% 70 258 244 41 218 par) 4 pL¥ ) 34 pri] na 2.9 6 23 n1 9 552 e
NFY of debi-to-sxports tatin 2/ 6222 3754 5184 125.2 1114 1032 97.2 Eab] Mg 934 L% ) LA 937 937 93] w2z L5 9.9 53 821 2457 S5
NIV of debi-to-eanois ras (existing debt only) 610.7 HMES 4524 Mo n7 72 Pk 237 210 18.5 171 158 146 13.5 125 FRE 0.8 12 9.5 89 1898 124
NPV of dubtlo-tevenue ratio 3 1,573.4  1,1398 L1741 263.3 i) 216.7 200.8 1928 185.7 1780 1738 165.6 1656 1616 156.7 1516 146.6 422 1382 T340 611 153.%
Debr-service ratio 4 . 134 137 154 165 136 JOE] oo 45 51 52 4.3 4.5 40 4.2 47 5.3 58 6.2 6.7 72 10.8 .2
Deeht service-o-revenus talio 3 sy kL] 84 85 al 49 22 %7 0.6 108 1.3 7.8 T6 7.6 B4 .z 28 mz2 s IR 6.2 21
After enhy IMFPC &
NPV of dobt-to GDP ratic: 2K.2 - A 300 kA %1 7o 26 244 1 23R o4 234 54 234 B3 e i 225 23 P+ A .5 6.7 P2y
NPV of debi-te-seporis tatio 2/ 150.0 1386 128.0 132.9 1253 1116 oaz Wi 959 .3 a4 934 WS 97 9317 . 921 515 0.9 13 2.1 na7 925
NFV of deht-te-revenue retio 37 355D 3504 34 028 2613 6.2 2167 2008 192.8 1857 1780 1738 16%.6 1856 161.0 156.7 1516 146.6 422 138.3 1341 246.0 153.9
Memprandom items;
Real GDP greth rawe io 50 6.0 7o 7.0 Lil:3 6.5 6.0 6.0 55 535 30 50 50 50 4.5 4.5 45 4.0 40 4.0 6.} 4.6
Exporta of goods and services (in pereent of GDP) 4/ 6 nz ] 253 26.3 7.1 7.2 b1 78 %5 pi) 26.8 267 P 26,5 264 262 w2 25.7 252 HE 261 26.1
Uit erpment revenus (in pereent nf GOP) 3 7% 23 o8 2 1.0 115 118 122 125 128 132 135 13E 14 14.5 148 151 154 15.7 16.0 %3 nz 149
Differeni scenarios
1. Reduced performanct seemarfo 6/
NI'V of debi-to-exporta tatio 2/ 6318 f21.3 6454 1701 1674 1662 1645 HEak 175.. 1845 194 E 055 2171 2284 nEE 248.2 578 w674 178.2 2887 0.3 L5
Debl-sevics rtio 4 141 162 20.% 2513 I1E 181 17.7 4 100 105 94 23 ar 106 127 14.9 17.1 1.0 Zt.2 PR ] 164 7
et service-te-revenue ratio 386 RS 426 546 an ik} 278 124 14.0 143 11.8 1 na frs 1390 46 1.0 e 18] 18R 2 4.3
Memorandam | fems:
Real GDP growth rate 3in A7 28 13 A6 ERig 50 4.3 4.5 449 4.0 a5 35 35 15 32 32 32 2R 32 23 4.0 3
Expoms of gonda and servites (in peroem of GOF) 4/ 25 nh 217 .9 01 202 158 193 187 8.1 17.6 FEEI} 165 160 156 15.1 1.7 143 129 s m 159 15.0
Guvomment vevenue (in pertent of (GOM 3/ 7.9 83 41 03 1z RRE ] 120 123 126 2.8 133 15 (ER 142 143 147 15.0 5.3 15.6 158 16.1 a2 14.%
L. Lower concesslonality om new barrowing scenarle 7/
NPV of debi-to-caporis ratie 2/ 6212 516.6 506 1283 114 105.3 2o 1007 104.3 074 122 n77 1234 128.0 1315 1133 1358 13%.7 14440 1427 2498 1316
Deht-service ratin 4/ 135 138 154 68 138 143 w00 4.6 53 56 51 3.3 58 6.6 79 9.0 m.2 nz 125 127 (1] 87
TDiebt asrvice-1o-rev emue ratio M ko 372 9 4n.3 127 255 nz2 9B 1.2 114 101 10.2 tLo 121 4.1 a7 173 122 187 w3 268 145
Memorsodum ftems:
Real GDP growth vare 10 50 6.0 o 7.0 6.5 6.5 6.0 L] 55 55 5.0 50 50 5.0 45 4.3 4.5 4.0 4. 4.6 a1 46
Expora of goods and services (in percenr of GDP) 4 216 32 24.1 %3 26.3 271 272 271 70 Pl 0.0 WR 07 2656 265 264 263 w2 n7 2 6 263 6.0
Guovernment revenue (in percent of GIPY 37 72 83 2.0 182 .o 1.5 1.8 122 115 1.6 12 134 [ER] 141 143 148 15 154 157 180 163 nz 149

(in nillions of US. dollars)
Memorapdumn jlems:

NPV of det afier raditional debt relief 78681 FARY TS TRIAE FRISZ 7369 T661.2  Y,M68 75590 8551 75823 Te60.7 L7701 TETSCG 75601 ED13E E0316 8085  TORS6  T,0267 7R224 T 200 79074
Diebt gervice afier (raditional debt relief 2062 962 418.6 5924 £40.3 B3TT 6723 444 5 5318 3016 468.5 M52 4T0.0 1.3 551.9 6063 G660 7218 TEBA £83.0 0.2 6074
NPV of dett afier HIPE aggisrance T34 Fa4631  YEIG0 20792 LINLY LI6MS L234K L37A] 25240 L66R9  LESSS 0540 32680 34829 366R6  3BR29 40BS6 42823  450B5 4757 3,850.6 17816
Treht gervies afler HIPC assistance 169.8 1964 6.0 3123 LA PLER] 2462 na L6 158 4 140.0 140.5 149.1 1644 1987 355 7.0 307.2 358 2810 2156 236
GO 5518 5,456 5,966 6,560 7156 7,769 8434 2114 BRAE 10502 11891 15,193 13061 12,870 13,951 15930 16970 8,078 19,166 20320 21,543 B I2B.6 16,617
Expora of geods and scrvices 4/ 1.188.3 L2648 L4370 LESEE LBRAD L1050 12008 24723 26623 ALESAE 30880 32632 401t 33S 39616 42060 44656 47310 49340 51234 572974 2,168.7 4317.7
Eaporis of goods and servizes (3-year mvg, avg.) 3/ 11,0320 L1385 12970 14535 16597 18824 20030 22804 24752 26629 2BSE4 30586 326707 34850 ATIAT LOAD4 42111 44675 47102 49295 51183 1,981.0 4,0928
Govormment Tevenue 1 43E.6 450.2 5370 666.5 T BEDS 9073 LI0R1 12314 13589 14996 133 LEMOS 19735 L1627 L3546 23612 27K7: 30118 33845 35167 9528 23063

Sources: Cougelese authoritics; and staff estimates and projections.

£ All debt indicatore refer to public and publichy-guaranteed debt, and are defined after rescheduling, unless otherwise indicated
2/ Based on a three-year backward-looking average of exporta {&.g., expart average over 2000-2002 for NPV of debr-Lo-sxparts matio i 2002).
3/ Reverue is defined 2s contral povenunant revisiue, excluding grits,
A As defiped in TMF, Balence of Paymens Mapuat, St editieg, 1993, Refers to carrsal year sapors,

5 Aasumes thai all snhancsd HTPC Initiative asst 18 delivared ditiemally ar end-2002.
6 Apsumes tiat growth in merchandise export receipts is, on average, about 12 percentage points lower than jn the hase cose during 2003-05, 7 percentage points lower on average during 200613, and 5 pu’tmtag: points lowar on avarage during 2014-22,
% Asgumed that fng inlerest Talo is 3 percesiage poinig higher than in the bass case, from 2003 onward for bilateral debr, and from 2009 omaard for 1l monsencessioral debt. The proportion of I debi in total ing has alse bean inereased duntsp 2009-22,

from 27 percent in the bass case to 30 percent iz (hig goenario,



Table 12. Democratic Republic of the Congo: External Resource Transfer, 2003-22
({In millions of U.S. dollars, unless otherwise indicated)

Averages
2003 2004 2005 2008 2007 2008 2009 2010 i 2012 2013 2014 2015 2016 mi7 2018 2019 2020 2921 2022 200312 1322

Debt service on existing debt

Scheduled debt serviee befare traditional dekt velief 89 204 371 564 612 665 676 473 480 434 387 357 327 340 354 J6g 384 406 431 45% 467 as1
Multilatern] creditors 51 63 72 Bl 147 214 219 214 218 170 119 124 128 132 134 136 119 143 146 154 145 136
Puris Club ereditors 114 121 282 472 461 448 454 257 260 263 268 233 199 207 20 pak] 245 264 85 305 33 246
Other bilateral creditors 19 18 18 H 4 4 4 3 2 1 L] 0 0 ] 0 0 0 | 0 0 8 0
Commercial creditors 4 2 0 0 0 ] 0 0 0 ] 0 [ ] 0 0 0 L 1 0 0 1 0
Scheduled debt service after traditional debt relief 1/ 204 290 417 373 628 613 628 430 441 400 358 334 352 367 384 401 421 445 473 503 462 404
Wultifatzral creditors Bl 43 72 8l 147 214 219 2i4 21% 170 119 124 128 132 134 136 139 143 146 154 145 136
Paris Club creditors 125 131 253 406 397 7 w7 04 21 219 227 198 210 221 236 250 265 283 7 329 27 253
Other bilateral creditors 17 45 43 92 40 0 10 10 10 g 9 9 0 L] n 11 i3 13 14 15 24 12
Commercial credilars 1 5l 49 47 44 2 2 2 3 3 3 3 3 3 4 4 4 4 5 5 21 4
Schedubed debt service ufter enbanced HIPC assistance 2/ 163 190 244 295 264 223 202 53 54 37 29 30 31 31 N 30 bl 29 30 31 175 30
Multilateral creditors 34 26 31 27 41 s 40 43 44 4R 21 22 23 24 24 25 25 26 27 28 37 25
Patis Club creditors 1o 106 122 150 160 152 159 8 H] T i 1 7 © 6 5 3 1 3 3 102 5
Other bilateral ereditors 17 28 41 34 28 15 3 2 2 1 1] 0 o o 4] q 0 1] Q 0 17 1]
Commereial creditors 3 31 49 44 35 17 b 0 0 1] 0 0 0 0 0 0 0 ] q o 18 Q
Debt service on new barowing 2 ] 12 17 21 25 44 66 Ll 102 il m 118 134 168 205 245 273 316 350 1y 204
Total debt service (cash basis) 3/ 170 196 256 31Z 283 248 245 119 145 158 140 141 149 164 199 235 274 307 348 381 214 34
Tolal extoemal resouree inflows 536 416 1,010 o912 841 758 893 ) 829 818 736 mn 629 576 573 568 542 556 569 582 855 609
Grant disbursements 430 424 491 424 398 in 392 423 437 427 396 378 k1L 262 239 212 181 172 163 151 422 247
Loan disbursements 265 492 579 a8y 443 386 501 394 392 391 350 333 34 34 338 356 362 383 406 431 4313 362
et infiow of resources 4/ 526 720 814 600 558 310 647 698 64 660 646 57 480 411 75 333 268 249 223 201 641 376
Percent of GDF 9.5 13.2 136 a1 T8 6.6 77 7.7 5.9 6.2 57 4.7 37 29 25 21 L& 1.4 1.2 1.0 LR ] 27
Aid-related imperts of goods and scrvices 347 453 618 751 Ti6 689 666 657 583 576 355 520 459 395 53 343 323 292 245 277 606 380

et balance of payments suppart
{net inflows of resources less zid-related imports) 179 266 198 -131 -161 -1 -19 42 101 E3 92 5n 21 16 22 -10 -54 44 62 -76 kL] -4
Pereent of GOP 32 4.9 33 =23 =22 -23 0.2 0.5 10 0.8 0.8 0.4 02 0.1 ol .1 -03 -0.2 0.3 -0.4 07 0.0

Sources: Congolese authorities; and staff estimates and projections.

i/ Assumes a hypothetical stock-of-debt aperation at end-2002 by Paris Club creditors en Naples terms and comperable treatment by other nfficial bilateral and commercial creditors; excludes seversl muitilater] amrears clearance operations fmplemented in 2003.

2/ Croditors are generally assumed to provide ELIPC assistance through the interim period and to provids the balance of their assistance at the completion point, which is expected in the third quarier of 2006, Specifically, the IMF, World Bank, AfDE/ADB, snd Eurupean Union are assumed to start providing
assistance during the interim period, whilc the remaining multilaterads are assumed to provide theit sssistance at the completion poin, Paris Clyb creditors are assumed to provide a Culogne low rescheduling on ¢ligible debt during the interim period and to provide a stock-of-debt operation on Cologne terms at
the completion point. Qther official bilateral and commercial creditors are assumed to provide assistance on comparable Lorms.

3/ Inctudes debt service after ammears ¢learance and, from 2003, after possible HIPC assistance and debt service on new berrowing,

4/ After projected possibl 1 under the enh d HIPC Initiati




Tzble 13, Democrmtic Republic of the Congo: Long-Temm Macroeconomic Assumptions, 2002 -22

Averapes

2002 2003 2004 2005 2006 2007 2008 2009 2010 2o 2012 2013 2014 2015 2016 o7 2018 201% 2020 021 2022 2003 -12 2013-22

(In units indicated)
Rea! GDF growth {percent change) 10 50 6.0 70 74 6.5 [ 6.0 ] 55 5.5 50 540 54 54 4.5 4.5 4.5 40 4.0 4.0 6.1 4.6
‘Nominal GOP (millions of U.S. dollars) 5,518 5456 5,966 6,560 7,156 1,76% 8434 8.114 9,848 10.592 1139 12,193 13,051 13,570 14,553 15,530 16,570 18,078 19,166 20,320 21,543 8,228.6 16,617.3
Percent change 19 -1 43 160 a1 86 X1 g1 g1 735 7.5 70 T 70 70 [} 6.5 8.5 64 6.0 6.0 1.6 6.6
Expotts of poods and scrvices {millions of U.S. doltars) 1,182 1.265 1,437 1,659 1,883 2,185 2291 2472 2,663 2,854 3059 3,283 3481 T4 3,962 4,206 4,466 4,731 4934 5123 5297 L1687 43177
Percent change 237 6.3 136 154 155 L8 88 19 7 72 72 67 6.7 6.7 6.7 6.2 6.2 39 43 38 34 0.0 57
Imports of goods snd services (millions of U.5. dollars) 1] B3 1,686 2,080 2,461 2724 2568 3,187 3,381 3,511 3,646 3,770 3,895 4,019 4,143 4,266 4,334 4501 4,608 4,714 4810 4,903 29414 4,424.4
Percent change .46 19.2 234 183 10.7 29 74 6.1 38 3.8 34 33 32 il a0 28 27 24 23 20 18 0.5 27
Fiscal revenue, excluding grants (millions of 1.5, dollars) 439 450 537 667 790 i) 997 L1og 1,231 1,359 1,500 1,643 1,801 1974 2,163 2,354 2,561 2,787 3,012 3,254 3,517 0528 2,506.5
Percent change Lz 27 19.3 41 185 12.6 12.1 1l 11 104 104 9.6 9.6 bR 5.4 2 a8 2] 8.1 8.1 8.t 132 8.9
GDP per capita (U.S. dollars) 992 952 1041 167.9 1143 120.5 127.0 1332 139.8 1458 1524 1584 164.6 1710 177.7 183.8 150.1 1966 2024 2083 2044 1237 186.8
Percent change =01 4.0 62 (&3 59 54 5.4 43 49 44 44 39 a9 ER) 39 34 3.4 34 9 29 29 4.4 35
Population (milliens) 558 573 59.0 a8 6.6 645 6.4 68.4 0.5 126 749 7.0 7.3 8L.7 841 6.7 3.3 %19 4.7 97.5 100.5 857 B33
Percent change g 3.0 30 io ip 10 30 30 30 3.0 kR a0 30 30 390 a0 i 30 30 30 3.0 30 30
Units of local curency per U.5. dollar (pedied average) 347 421 440 436 463 483 458 513 528 544 360 577 594 alz L-xH 630 669 689 Tia 731 753 491.3 6617
GDP deflator (percent change) 7.0 143 8 63 50 5.0 50 5.0 5.0 5.0 5.0 5.0 50 5.0 5.0 50 A0 50 5.0 50 50 63 50
CPI index (percent change) 158 2.5 60 50 50 50 50 5.0 50 50 5.0 50 50 50 50 50 50 50 50 5.4 5.0 54 30

{ln percent ul’ GDP)
Composition of nominal GDP 1000 100.0 100.9 100.0 100.0 100.00 1000 1000 100.0 100.0 100.0 100.0 1000 1000 160.0 100.0 100.0 100.0 0.0 100.0 1900 1004 1960
Consumption 5.1 94.2 914 9Ll 2.4 878 878 B6Y 254 842 2.4 82.7 821 36 80.8 BO.O 793 785 e 778 774 B8.3 79.8
Guyerunsnt 36 5.0 54 5.6 53 55 57 6.2 67 6.9 1.0 10 6.8 6.6 6.6 6.8 6.9 70 73 75 17 59 140
Nongovernment 89.6 89.2 869 855 84.1 824 82.1 80.8 78.8 T3 6.5 758 .4 151 F4.3 34 724 TLS 07 70.1 $9.7 824 2.8
Gross invesrment 9.0 13.5 184 212 224 232 223 230 232 23.2 9 224 22.0 214 2.2 211 209 209 209 209 208 214 213
Gavernment L0 4.0 7y §0.2 114 120 114 LL8 1.4 L7 114 19 10.4 a8 o4 9.2 8.9 6.7 8.5 9.4 a3 104 93
Nungovernment 8.0 9.5 10.5 1.0 114 112 iL2 L2 1.3 15 s 13 {16 116 fLg 1.9 12.0 122 12.4 125 1.5 LB 120
Net exports of gools and services .1 L -10.8 -122 -11.8 BN -16.46 -i0.0 -R& <75 6.2 =52 4.1 -3l -20 -1 -0.2 .7 1.1 L3 LB 27 L1
Exparts of gouds und services 216 212 24.1 253 6.3 271 272 1 27.0 26.9 269 26.8 26.7 5.4 26.5 26.4 26 26.2 2537 252 24.6 26.1 26,1
Imports of goads and services -25.6 -30.9 -34.9 =375 -38.1 -382 =318 37 38T 344 -3 -Ale -30.R -29.7 -13.5 =215 =265 2255 =246 =217 -22.8 -35.8 2270
Aid-related imports of gonds snd services 6.3 -3 -10.4 =115 -10.0 -89 14 B -39 54 449 43 -3.5 -3 -1.4 -2.2 -1.g -16 -l.5 -L.4 -2 -B.0 -2.3
External current account balance, incl. grants, before debt relief -29 -25 -1 8.1 -R6 &0 17 S12 6.2 -52 -3 -8 -29 =25 -0 -1.3 -0.7 -0.3 0.1 0.6 1.1 4.5 -12
External current account balance, incl. grants, afler debt netic! 1 21 08 -33 -34 -3l 20 -56 -l6 -1.6 -0.9 -0.8 0.6 0.2 .2 @2 09 Ls L8 23 27 3.2 -7 12
Groos frvestment 4.0 13.5 184 212 24 32 228 234 232 na 220 224 220 214 212 211 209 20.9 209 208 0.8 214 213
Gross national saving 111 14.3 15.1 17.8 19.3 21.2 21.2 214 26 223 221 219 218 212 .35 219 214 73 212 216 24.0 19.6 224
Net official exrernal financing 13.7 10.9 12.% 133 9.0 B4 19 7.5 75 4.8 6.2 5.7 48 38 32 28 24 L9 1.3 1.6 14 9.0 29
Gruss affictal external financing 14.1 12.7 154 163 12.8 116 0.3 9.8 B3 18 72 0.5 55 4.5 39 36 34 10 29 2.3 27 1.2 39
Grants .5 19 71 75 59 EA | 4.4 4.3 43 4.1 38 33 9 23 18 15 13 L0 (15 0.8 0.7 54 1.6
Loans 12 3.0 57 58 34 33 14 32 32 2.7 24 24 19 1.6 14 13 1.2 09 154 0.8 0.7 36 1.3
Disbursements 146 49 83 LR (%] 6.4 39 5.3 49 37 34 32 2.6 13 21 2.3 21 0 2.0 20 2.0 5.8 22
Amortization 0.4 -5 -235 <30 37 31 25 -2 -0.8 -1.0 -1.0 0% -0 -0.7 -0.7 08 -0.9 - -1.1 -1.2 -1.3 -2.2 0.9
Cvetall fisca! balance -2.0 =27 51 -4.4 -16 0.3 A1 -0.4 -1.2 -1l -13 -12 08 -0.4 -0.1 0.l 0.3 0.6 07 0.9 Lo -1.8 0.1
Total revenue, incl. grants and HIPC assistance g3 1.1 129 159 19.5 213 209 211 206 206 199 194 19.0 187 H 18.5 18.5 184 188 12.0 9.2 184 LE.8
Of which - revenne, excluding grants 18 83 9.0 1z 110 1L5 1LE 1.2 125 12.8 132 135 138 14.1 435 148 15.1 154 157 la.0 16.3 1.2 14.9
Tolal expenditin: -104 -13.8 -18.1 -20.2 =210 =215 20 2LS -21.8 ErA N 212 =207 -19.8 -190 -1k35 -4 -1g.2 -8 -18.1 -18.1 -1B.2 ~20.2 -1B.7

Soutees: Congolese putharities; and stff estimates and prajections.

1! After projecied possible assistange from 2003 under the enhanced HIPC [nidative.
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Tahle 14. Demnoeratic Republic of the Congo: Pussible Delivery of IDA Assistance under the Enhanced HTPC Initiative, 2003-25 1/ 2/
{In millions of U.S. dollars, unless otherwise indicated)

Averageg

2003 2004 2005 we 2007 2008 2009 2010 2011 2012 2013 20014 2015 2016 2MT7  0i8 2009 2020 2021 2022 2023 2024 2025 2003-18  2011-20 2021-25

Diebt service before IIPC assistance

On IDA credits 350 a1 378 419 429 472 47.9 480 48,1 52.1 559 356 352 54.9 545 54.2 516 3%l 52.4 553 58.9 582 36.0 422 3337 56.3
Pringipal 237 5.0 265 1] 2435 370 379 384 w7 430 47.2 472 472 47.2 47.2 47.2 470 46.8 46.5 49.8 537 334 522 L7 459 511
Interest iL3 111 10.9 0.7 10.5 10.2 99 2.7 9.4 9.1 27 8.4 B.O: 7.7 73 10 6.6 6.3 59 35 5.2 4.8 44 0.5 7.8 52

Debt service after HIPC assistance

On IDA credits 19.3 36 18 4.1 4.5 47 4.3 4.8 4.2 52 3.6 56 3.5 3.5 3.3 54 54 53 33 55 59 38 309 6.2 5.4 10.7
Principal 131 25 27 10 33 37 33 39 KR 43 4.7 4.7 4.7 4.7 4.7 4.7 4.7 4.7 4.7 30 34 54 286 4.5 4.6 9.8
Interest 6.2 11 L1 L1 10 1.0 1.0 Lo 0.9 [£R") 0.9 0.8 {23 0.8 o7 07 0.7 .6 0.6 0.5 0.5 0.5 24 1.7 L) 0.9

Savings on debt service to IDA 15.7 325 340 369 404 425 43.0 43.2 432 46.8 50.3 500 49.7 49.4 49.0 437 482 478 47.1 498 530 2.3 257 6.0 48.3 45.6
Principal 106 225 242 272 31.0 333 34t 34.5 348 87 42.5 42.3 42.5 4235 42.5 42.5 423 42.1 418 44.8 48.3 4B.0 237 27.2 41.3 41.3
Interest 30 10.0 9.8 96 9.4 9.2 85 8.7 54 g2 78 7.5 1.2 69 6.6 6.3 59 56 53 50 4.7 4.3 2.6 8.8 7.1 4.3

Savings as share of debt service ko [DA
(percenty a5 90 9 90 90 50 90 90 o0 90 0 95 L] 0 % 90 ] 90 90 o 90 90 45 84 %0 81

Source: IDA staff estimates and projections.

1/ Enhanced HIPC Thitiative assistance proposed to be delivered over about 22 years through 50 percent relief on the debt service falling dug 10 ITXA on credils outstanding at end-2002.
2/ This table shaws only the delivery of the debl-service reduction modality af DA ent d HIPC assi Enl d HIPC assi delivered through the IDA post-confict grant and the clearance of IDA and IBRD arrears through concessional financing of the bridge loan is not included.
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Table 15. Democratic Republic of the Congo: Possible Delivery of IMF Assistance under the Enhanced HIPC Initiative, 2003-12 i/ 2/
(In millions of T1.5. dollars, unless otherwise indicated)

2003 2004 2003 2006 2007 2008 2009 2010 2011 2012

{RBused o the USD/SDR cxchange rate as of Tune 27, 2003)
Delivery schedule of IMF assistance (in percent of the 1otal debl-service reduction pottion of assistance} 2/ 02 ¥ 05 0.5 05 8.5 185 18.6 18.6 26.0 g1
Debt ser_vice due on IMF obligations 4/ 2.6 52 52 52 640 126.2 1283 1287 128.1 68.6

Principal [FRi] 0.0 0.0 0.4 58.9 1215 1252 1252 1252 a5.4

Interest and charges 2.6 52 52 52 5.2 4.7 4.1 k1 28 22
Ofwhick: PRGF interest 16 5 b S 11 5 315 3.1 27 2.0 1.4 [T 0.2

IMF assistance—deposits into DRC's accoum

Interim assistance 5/ 1.580 1.578 1578

Compietivn point sssistance §/ Nnaz
IMF assistance—drawdown schedule 7/ 0.8 Lé [ LE 346 04,5 935 915 90.8 30.8

IMF asyistance without interest 08 1.6 L& 16 71 59.0 59.3 53.3 82.9 25.7

Estimated interast camnings 0.0 0.0 0.1 ol 7.5 355 343 322 7.9 51

Debt service due on current IMF obligations afier IMF assistance 74 1.8 3.6 3.6 36 29.5 3.7 357 372 ¥z 374
Share of debt service due on IMF obligations covered by

IMF assistance (in percenty 7/ 30.5 311 ns L5 54.0 749 724 . 70.8 44.9
Preportion (in percent) of each repayment falling due during the period to be puid

By IMF Tnitistive assistance from the prineipal deposited in the DRC's account 504 5 504 5 504 5 504 5 46.0 45.6 474 47.4 66,2 kLB
Memorandum items:
{Bused on debt-service daty and exchunge rutes as of end-ZU042)

Total debt service due (in millions of U.S. dotlarsy 8/ 8/ 1913 2103 832 5817 6334 690.3 7206 538.9 570.5 5358

Debt service due on IVF obligatiens (in millions of 1.5. dollars) 8/ 10/ 49 49 4.9 24 62.0 1187 118.1 LITS 117.0 593

Debt service due on current IMF abligations after IMF assi WY

(in percent ol cumrent-year experts of goods and services) 0.003 0,002 0.002 9002 0.013 0011 0010 0.010 . 0.009 0.004
Share ol (otal debi service covered by IMF assistance {in percent) 7/ 8/ 04 0.8 04 0.3 5.5 13.7 13.0 17.0 139 57
Source; Fund stalf estimates and projections.
1/ Total TMF assistance in NPV terms under the enhanced HIPC Initiative is U8$472.0 million, of which US$153.1 million rep the ¢ ional element inted with the di of a PRGF lean following the arrears clearance to the Fund on June 12, 2002,

The remaining batance of U5$318.9 million is pruvided as a grant toward debt relief under the HIPC Initiative, and is calculated on the basis of data available at the decision point, exchiding interest eamed on the DRC's account, and on committed, bul undishurscd, amounts
as described in fovtnots 5,

2/ This table shows only the delivery of the debt-service reduction modality of IMF HIPC assistance. Enhanced HIPC assistance delivered through the :esgiomal element iated with the disbursement of the PRGF toan following the arrears clearance to the Fund is nat
included.

3/ While the delivery schedule ot 2003 shows the share (0.2 percent) of enhanced assistance applied 1o the DRC's interest payment obligations falling due from August 1, 2003 1o ens-Ilecember 2003, the IMF wili deposit 0.5 percent of enhanced assistance into the DRC's
nccount after the decisiun puint has been reached to cover the twelve-month period through end-July 2004.

4/ Forthcoming obligations are as of April 2003, including the PRGF éi of about SDR 26.7 million on April 8, 2003. Interest obligations irclude net SDR charges and assessments.

5/ The first delivery of interim assistance will be deposited into the IIRC's accoun at the expected decision point in July 2083 to cover PRGF inferest obligations falling due 10 the Fund over the following twelve months. Since therz are no principal repayment obligations
Falling due to the Fund until December 2007, HIPC assi will be applied to cover PRGF inerest ubligations falling due between 26003 and end-2006, Amounts ic NPV terms.

&/ Mosl of the IMF's grant HIPC assistance is assumed 1o be disbursed into the DRC's account al the completion point in the third quarter of 2006, which is reflected in the caloulation ol inkeresl. Amounts im NFV terms.

7/ Includes estimated interest earnings on (a) amounts held in the DRC's account; and (b) vp to the completion point, amounts itted, but net yet disbursed. It is d that these carn & rate of return of 5.25 percent in 1.5, dollar terms, but actual interest
earnings may be higher or lower, Interest acerued during a calendar year will be used toward the Eirst repayment ohliyation(s) falling due in the fellowing calendar year except in the final year {2012), when it will be used toward payment of the final obligation(s) falling due in
thal year. Tnterest accrued during the interim period will be used toward the repayment of obligations falling due during the three years afier the completion peint.

¥/ Before fult use of traditional mechanisms.

9/ Excludes charges in the SDR Department of the IMF.

10/ Forthcoming obligstions esti d based on rates and principal schedules in effect at end-2002. Interest obligations exclude nel $DR charges and assessments. Dues nol include debt service du on "new debt" disbursed alter end-2(X12 {i.c., specilically the purchase of
about SDR. 26.7 million on April 8, 2003},
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Table 16. Democratic Republic of the Congo: Possible Delivery of ATDF and AIDB Assistance under the Enhanced HIPC Initiative, 2003-31 1/ 2/ 3/

(In millions of U8, dollars, unless otherwise indicated}

2003

2004 2005 2006 2007 2008 2009 2010 2015 2016 2018 2020 2021 2022 2023 2031
Debt service before HIPC assistance 5.0 9.2 14.3 20.2 254 305 36.0 41.2 66.8 712 759 84.4 88.7 93.1 50.8 5.1
On AfDB loans - 37 9.6 14.6 19.6 24.6 j0.2 35.2 60.9 63.3 70.1 78.7 83.0 87.3 449 -
Principal - 3 9.6 14,6 19.6 24.6 302 35.2 60.9 65.3 70.1 78.7 810 873 449 -
Interest - - - - - - - - - - - - - - - -
On AfDF credits 51 5.5 4.7 5.6 58 59 58 5.9 59 5.9 5.8 57 57 5.8 5.9 5.1
Prineipal 39 43 36 4.5 47 4.8 4.7 49 5.1 5.1 3.l 5.1 5 5.2 54 4.9
Interest 1.2 1.2 1.2 1.1 L1 11 1.0 1.9 0.3 0.3 0.7 0.6 0.6 0.6 0.3 0.2
Debt service after HIPC assistance 3.7 1.9 3.1 4.4 5.6 6.7 8.0 9.1 14.9 159 17.6 189 19.9 20.9 113 1.0
On AIDB loans 4/ - 0.8 2.2 33 4.4 5.6 6.8 8.0 13.7 14.7 15.8 17.8 18.7 19.7 10.1 -
Principal - 0.8 22 i3 4.4 5.6 6.8 3.0 13.7 14.7 15.8 17.8 18.7 19.7 16.1 -
Interest - - - - - - - - - - - - - -
On ATDF credits 5/ 3.7 1.1 1.0 1.1 1.2 1.2 1.2 12 1.2 1.2 1.2 1.2 1.1 1.2 1.2 1.0
Principal 28 0.9 0.7 09 0.9 1.0 1.0 Lo 1.0 1.0 L0 L0 1.0 1.4 1.1 1.0
Interest 09 .2 0.2 02 02 0.2 0.2 0.2 02 02 0.1 0.1 0.1 0.1 o1 0.0
Savings on debt service 1.4 7.2 112 i5.8 9.8 238 28.0 32.0 51.8 55.3 58.9 65.5 68.3 72.3 39.5 4.1
On ADB loans 4/ - 2.8 74 11.3 15.2 19.1 234 273 47.1 50.6 54.3 60.9 64.3 67.6 34.7 -
Principal - 2.8 74 11.3 15.2 15.1 234 273 471 50.6 54.3 60.9 64.3 67.6 347 -
Interest - - - - - - - - - - - - - - -
On AfDF credits 5/ 1.4 4.4 3.8 4.5 4.6 4.7 4.6 4.7 4.7 4.7 4.6 4.6 4.5 4.6 47 4.1
Principal 1.0 34 29 36 37 3.8 EX] 19 4.1 4.1 4.1 4.1 4.1 4.2 4.3 39
Interest 0.3 1.¢ 0.9 0y 0.9 0.9 0.8 08 0.7 0.6 0.6 0.5 0.5 0.5 0.4 0.2
Savings as percent of debt service
On AIDB loans - T 77 77 77 77 77 77 77 77 77 77 77 77 77 "
On AfDF credits 27 80 80 80 30 30 80 &0 80 4] B0 80 80 BO 80 10

Sources: AfDB,; and staff estimates and projections,

1/ This table shows only the delivery of the debt-service reduction modality of AIDF enhanced HIPC assistance. Enhanced HIPC assistance delivered through the clearance of

AIDF amears wsing a grant is not incheded,
2/ This table shows only the delivery of the debt-service reduction modality of AfDB enhanced HIPC assistance. Enhanced HIPC assistance delivered through the reprofiling
of AfDB arrears and through the treatment of interest on the reprofiled AfDB loans is not included.

3/ The delivery schedule shown here is for illustrative purposes; actual delivery may differ.
4/ ADB enhanced HIPC assistance is proposed to be delivered aver approximately 20 years through 77 percent debt relief on the principal of the AfXB loans that were reptofiled

as part of the arrears clearance operation.

5/ AfDF enhanced HIPC assistance is proposed to be delivered over approximately 28 years through 80 percent debt relief on the debt service falling due to AfDF on credits outstanding at end-2002.
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Table 17. Democratic Republic of the Congo: The Fiscal Impact of the Enhanced HIPC Initiative

2003 2004 2005 2006
{In miliions of U.S. dollars)

Relief given
A. Interest due before HIPC debt relicf 1/ 62.6 98.7 162.6 234.2
B. Intcrest paid before HIPC debt relief 1/ 62.6 98.7 162.6 234.2
C. HIPC relicf on interest 30.1
D. Interest due after HIPC debt relief 1/ 62.6 98.7 162.6 204.1
F. Amortization due before HIPC debt relief 1/ 120.3 201.3 3198 447.2
F. Amortization paid before HIPC debt rclicf 1/ 120.3 201.3 319.8 4472
G. HIPC relicf on amortization 54.5
11. Amortization due after HIPC debt relief 1/ 120.3 201.3 3198 392.7
L. HIPC relief provided as grants 2/ 3.8 15.5 19.0 295
I. HIPC relicf provided as exceptional financing 3/ 294 64.1 207.4 255.0
Total BIPC debt relief (CHGHHT} 331 79.6 226.4 369.1
Net cash flow to the budget [rom HIPC debt relief B+F-(DHH-1-J) 331 79.6 226.4 369.1
Memorandum items:

Other donor flows 695.6 916.1 1070.3 912.5

Total net external flows (net external financing less debt service duc) 5258 719.7 814.3 600.2

{In percent of GDP)

Impact on central government expenditure

Basclinc pre-HIPC debt relief total expenditure 13.3 16.4 17.6 18.8

Post-HIPC debt relief total expenditure 13.8 18.1 20.2 2140
Memorandum items:

Revenue, excluding grants 8.3 9.0 0.2 11.0

Overall fiscal balance before HIPC debt relief =27 5.1 4.4 -32

QOverall fiscal balance after HIPC debt relicf 4/ -3l -6.7 -6.8 -5.3

Sources: Congolese authorities; and staff cstimates and projections.

1/ Negotiation of agreements with Paris Club creditors, following the September 2002 Paris Club rescheduling, continued into 2003 and, as a result, amounts
associated with these agreements and due in 2002 were not finalized. Conscquently, amounts arc carried over to 2003 when these agreements are signed and the

amounts due determincd. Similarly, amounts due to non-Paris Club and commercial creditors have not been finalized and are carried over to 2004

2/ Includes IMF relief,
3/ Includes IDA relief.

4! Reflects only the portion of enhanced HIPC Initiative relief provided as grants,



Table 18. Paris Club Creditors' Delivery of Debt Relief under Bilateral Initiatives beyond the Enhanced HIPC Initiative

ODA (In percent}

Completion
Point

Case-by-case
Stock
Stock
Stock
Stock

Stock
Stock
Stock
Stock &
Stock
Stack
Stock
Stock
Stock
Stock

Countries Covered ) . Non-ODA {In percent} Provision of Relief
Pre-COD Post-COD Pre-COD  Post-COD Decision Point
(In percent)
(1) . 2) 3 “) ) (6)
Australia HIPCs [{V0)] 130 100 100 v/ I/
Austria HIPCs (case-by-case) Case-by-case (100) Case-by-case (100) Case-by-case (100} - Case-by-case
Belgium HIPCs 100 100 Casc-by-casc (100} - flow
Canada HIPCs 2/ -3 -3 100 100 100 flow
Denmark HIPCs 100 Casc-by-case (up to 100) - - -
France HIPCs 100 100 100 - 100 flow 4/
Finland HIPCs 95 98 - - -
Germany HIPCs 160 100 100 - 100 flow
{rcland - - - - - -
Ttaly HIPCs 100 100 s/ 100 100 s/ 100 flow
Japan HIPCs 100 100 100 - -
Netherlands HIPCs 100 100 100 - 90-100 flow &
Norway 7/ - - - - - -
Russia Case-by-case - - - - -
Spain HIPCs 100 Case-by-case Case-by-case Case-by-case -
Sweden Case-by-case -3 -3 Case-by-case (100) - -
Switzerland HIPCs -3 -3 Case-by-case Case-by-case Case-by-case, flow
United Kingdom HIPCs 100 160 100 100 8/ 100 flow &/
United States HIPCs 100 100 L0G 100 o 100 flow

Source: Paris Club Secretariat.

Note: Columns (1) to (7) describe the additional debt relief provided following a specific methodelogy under bilateral initiatives and need to be read as a whole for
each creditor. In column (1), "HIPCs" stands for eligible countries effectively qualifying for the HIPC process. A "100 percent” mention in the table means that the
debt relief provided under the enhanced HIPC Initiative framework will be topped up to 100 percent through a bilateral initiative,

1/ Australia: post-cutoff date non-QDA relief to apply to debts incurred before a date to be finalized; timing details for both flow and stock relief are to be finalized.
2/ Canada: including Bangladesh. Canada has grantcd a moratorium of debt service as of January 2001 on all debt disbursed before end-March [999 for 11 out

of 17 HIPCs with debt service due to Canada. The dcbt will be written off at the completion point. The countries to be covered are: Benin, Bolivia, Cameroon,
Ethiopia, Guyana, Honduras, Madagascar, Mali, Senegal, Tanzania, and Zambia.
3/ 100 percent of ODA claims have already been cancelled on HIPCs, with the exception of Myanmar's debt to Canada.
4/ France; cancellation of 100 percent of debt service on pre-cutoff date commercial claims as they fall due starting at the decision point. Once countrics
have reached their completion peint, debt relict on ODA claims will go to a special account and will be used for specific development projects.
5/ Ttaly: cancellation of 100 percent of all debts (pre- and post-COD, ODA and non-ODA) incurred before June 20, 1999 (the Cologne Summit). At decision
point, cancellation of the related amounts falling due in the interim period. At completion point, cancellation of the stock of remaining debt.
&/ The Netherlands: ODA: 100 percent ODA: pre- and post-cutoff date debt will be cancelled at deeision point; for non-ODA: in some particular cases (Bolivia,
Burkina Faso, Mali, Ethiopia, Nicaragua, and Tanzania), the Netherlands will write off 10 percent of the consolidated amounts ot the flow at decision point; all
other HIPCs will receive interim relief up to 90 percent reduction of the consolidated amounts. At completion point, all HIPC countries will receive 100 percent

cancellation of the remaining stock of the pre-cutoff date debt.
7/ The Norwegian authorities have informed the staffs of the Fund and the World Bank that assistance beyond the HIPC Tnitiative will be decided after completion point.

&/ United Kingdom: "beyond 100 percent” full write-off of ail debts of HIPCs as of their decision points, and reimbursement at the decision point of any debt service

paid before the decision point.

9/ United States: 100 percent post-cutoff date non-ODA treated on debt assumed prior to 06/20/99 (the Cologne Summit).
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Table 19. Enhanced HTPC Initiative: Status of Country Cases Considered under the Initiative, June 2003

Target Estimated Total
_ NPV of Debt-to- Assistance Levels 17 Percentage  Nominal Debt
Deccision Completion Gov, (In millions of U.S. dollars, present value) Reduction  Service Relief
Country Point Point Exports Revenue Multi- World inNPVof (Inmillions of
(In pereent) Total  Bilateral laterat  IMF Bank Debt 2/ U.8. dollars)
Completion point reached under enhanced framework
Benin Jul. 00 Mar, 03 150 265 77 189 24 84 3l 460
Bolivia 1,302 423 876 84 194 2,060
Original framework Sep. 97 Sep. Y8 225 448 157 291 29 54 14 760
Enhanced framework Feb. 00 Jun. 01 150 854 268 585 35 140 30 1,300
Burkina Faso 553 83 469 57 231 930
Original framework Sep. 97 Jul. 04 205 229 32 196 22 91 27 400
Enhanced framework Jul. D0 Apr. 02 150 195 35 161 22 9 30 300
Topping-up Apr. 02 150 129 16 112 14 6l 24 230
Mali 53h 169 370 59 185 893
Original framework Sep. 98 Scp. 00 200 121 37 84 14 43 9 220
Enhanced framowork Scp. 00 Feb. 63 150 417 132 285 45 143 29 675
Mauritania Feb. 00 Jun, 02 137 250 622 261 361 47 100 50 1,100
Mozambique 2,023 1,270 753 143 443 4,300
Original framework Apr. 98 Jun. 99 200 1,717 1,076 641 125 381 63 3,700
Enhanced framework Apr. 00 Sep. 01 150 306 194 112 18 62 27 600
Tanzania Apr. 00 Nov, 01 150 2,026 1,006 1,020 120 695 54 3,000
Uganda 1,003 183 820 160 517 1,950
Original frumework Apr. 97 Apr. 98 202 347 73 274 69 160 20 650
Enhanced framework Feb, (M} May 00 150 656 110 546 91 357 37 1,300
Decision point reachced under enhanced framework
Cameroon Oct. 00 Floating 150 1,260 £74 324 37 179 27 2,000
Chad May. 01 Floating 150 170 35 134 18 68 ElY] 260
Ethiopia Nov, ¢1 Floating 150 1,273 482 763 34 463 a7 1,930
Gambia, The Dee. 00 Floating 150 67 i7 49 2 22 27 90
Ghana Feb. 02 Floating 69 250 2,186 1,084 1,102 112 781 56 3,700
Guinea Dee, 00 Floating 150 545 215 328 31 152 32 BOOD
Guinca-Bissau Dec. ) Floating 150 416 212 204 12 53 83 790
Guyana 585 220 365 74 68 1,030
Original framework Dec. 97 May 99 107 280 256 91 165 35 27 24 440
Enhanced framework Nov. 00 Floating 150 250 329 129 200 40 41 40 590
Honduras Tul. 90 Floating 1o 250 556 215 340 30 98 13 900
Madagascar Dee. M) Floating 150 814 457 357 22 252 40 1,500
Malawi Dee. () Floating 150 643 163 480 30 331 44 1,000
Nicaragua Dec. 00 Floating 150 3,267 2,145 1,123 32 189 72 4,500
Niger Dec. G0 Floaling 150 521 211 309 28 170 54 900
Rwanda Dee. 00 Floating 150 452 56 397 44 228 71 800
S#o0 Tomé and Principe Dec. 00 Floating 150 97 29 68 - 24 83 200
Sencgal Jun. B0 Floating 133 250 488 193 259 45 124 1% B50
Sierra Leone Mar. 02 Floating 150 600 205 354 123 122 80 950
Zambia Dec. 00 Floating 150 2,499 1,168 1,331 602 493 03 3,850
Preliminary HIPC document issucd
Cote d'Iveire Mar. 98 3/ 141 280 345 163 182 23 9] 6 4 800
Tatal assistance provided/committed 25,117 11,619 13,327 2,044 5/ 6,397 41,545
Preliminary HIPC document issued
Céte d'Tvoire 6/ 91 250 2,569 1,027 918 166 438 37 3,900
Congo, Democratic Rep. of the 150 5,773 3,580 2,193 400 00 0 9,800

Soprces: IMF and World Bank Board decisions, completion point documents, decision point documents, preliminary HIPC documents, and staff ¢alculations,

1/ Assistance evels are at countries' respective decision or completion points, as applicable.
2/ In percent of the net present value of debt at the decision or completion point (s applicable), afler the full use of traditional debt-relief mechanisms.

3/ Céte d'Tvoire reached its decision point under the original framework in March 1998. The total amount of assistance committed thercundet was US$345 million in NPV tetms.

4/ Nonreschedulable debt to non-Pars Club official bilateral creditors and the London Club, which was already subject to a highly concessional restructuring, is
excluded from the NPVof debt at the completion point in the caleulation of this ratio.

5/ Equivalent to SDR 1,491 million at an SDR/USD exchange rate of 0.7295, as of February 28, 2003,

6/ It is suggested that enhanced HIPC relief for Coie d'Ivoire overtake the commitments made under the original HIPC framework.
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Democratic Republic of the Congo: Debt Management Issues

The Office de Gestion de la Dette Publique (OGEDEP), the principal agency charged with
handling debt issues, is part of the Ministry of Finance and Budget, but is legally autonomous
under legislation dating from 1977. In practice, OGEDEP does not have the technical and
financial means to fulfill its mandate, The DRC lacks a clear process for the formulation of debt
policies, debt statistics are not published, debt-management activities are rarely evaluated and no
well-established procedure exists for tracking information under the inter-agency Debt
Management Committee, which is intended to coordinate the debt-management activities of the
Central Bank of the Congo (BCC), the Ministry of Finance and Budget, OGEDEP, and certain
line ministries.

Coordination with macroeconomic policies and debt strategy

The Debt Management Committee, currently chaired by OGEDEP, needs to be given a more
comprehensive role in the formulation of the country’s medium- and long-term borrowing
strategies in order to coordinate macroeconomic policies and debt issues. It is difficult for
OGEDEP to evaluate debt service needs and their likely impact on either the budget or the
balance of payments, Similarly, OGEDEP 1s not fully equipped to evaluate correctly the
concessionality of a new loan to ensure that it conforms to the required leve! of concessionality
(35 percent) under the PRGF-supported program. One government entity needs to be made
solely responsible for contracting new borrowing.

Managing outstanding liabilities

OGEDEP currently covers only public and publicly guaranteed debt. Public enterprise debt data
is incomplete and updated manually. There is only minimal tracking of loans to public
enterprises that are not guaranteed by the government (particularly those to GECAMINES).
Timely and accurate debt-service payments can only be ensured with difficulty. Ministry of
Finance and OGEDERP staffs have limited capacity to undertake debt negotiations. Assistance
from donors and technical agencies toward the creation and implementation of well-defined
medium- and long-term public debt management policies is critical.

Human resources, technical capacity, and data quality

QGEDEP’s staff (about 35) is adequate. However, individual staff members lack skills, as well
as a clear definition of their responsibilities. Remuneration is poor, the potential for career
development is limited, and there is no access to financial, analytical, or information-technology
training. Despite these circumstances, OGEDEP’s external debt statistics are of reasonable
quality. OGEDERP recently received eight computers through a Belgian government donation, but
they are not connected in a local-area network (LAN). The debt management database, created in
Access, is extremely vulnerable as it is stored on a single computer and simply collates manual
calculations performed in ad hoc Excel files; this database does not allow OGEDEP to carry out
fully dynamic DSAs. OGEDEP has been in contact with the AfDB for assistance in acquiring
UNCTAD’s DMFAS debt management software.
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Democratic Republic of the Congo: Budget-Tracking Statements

Statement 1: Main budget-tracking statement. Monthly, starting in August 2003

This statement describes expenditures according to the four phases of the expenditure chain
(commitment, liquidation, payment order, payment) on the one hand, and by type of
expenditure on the other, and cumulatively from the start of the fiscal year.

This statement should also have two intermediate columns for payment authorizations sent to
the BCC and payment authorizations pending transmission to the BCC.

A specific column for automatic payments (décaissements d’office) will also be placed next
to the column for payment orders.

The last column of the main budget-tracking statement is the “Balances Outstanding”
column, which is the difference between payment orders signed by the responsible payment
authorizing officer and actual payments by the BCC (not the difference between payment
authorizations sent to the BCC and actual payments by the BCC).

Statement 2: Main budget-tracking statement by administrative classification. Monthly,
starting in August 2003

Based on the main statement, this document will present expenditures by administrative
classification (2002 revised nomenclature rather than classification by type). Additionally,
the statement will keep expenditures initiated by, and earmarked for, the Offices of
Ministers (Cabinets) separate from those initiated by, and earmarked for, the administrations.

Statement 3; Main budget-tracking statement by geographical distribution. Monthly,
starting in September 2003

Based on the balances of the main statement, this document will present expenditures by
type, distinguishing between expenditures in Kinshasa and those in the provinces.

Computer tools and training permitting, separate service codes will be assigned for Kinshasa
and for each province; this will permit tracking of distribution of expenditures among
the eleven provinces.

Statement 4: Main budget-tracking statement, “Poverty-Reducing Expenditures.”
Monthly, starting in October 2003

Based on Statement 2, expenditures will be presented by type, with one line indicating
the share of expenditures identified as poverty-reducing expenditures.

Statement 5: Main budget-tracking statement, “Major Government Functions.”
Monthly, starting in October 2003

Based on Statement 2, this document will present expenditures by major government
functions (as defined in the 2002 revised nomenclature).



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

