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HIGHLIGHTS

Working to Strengthen Global Growth

neertdantes i the world ecomoumie enviranmeent. o e ith the con
foinie and fmancial difficulties Geed by many imember countises Rl

numerous challenges for the IMF during the 2002 /03 financial vear

Diespive some signs in early 2002 thar global economie growth was steemgth
ening froam the 200 showsdown, the recovery subseguently taltered. Demand
and activiey were wieakened by geopolitical uncertaintics m the run up t th
war in lradg, which affected both ail prces and confidence among consumers
amd businesses, as well as by continuing fallour from the collapse of equdny
markets |l|,||||11'_ 2412, Monetary and fiscal e ey actnons aken by a num
ber of countres provided support hor demand, But world output grosth m
calendar year 2002, though somewhat higher than in 2000, was again well
below mremd, Warld trade growth picked up in 2002 from Gs 2000 bow bt
was wigaker than in any other vear since the global recession aof the 1980

In this environment, the [&E conbinued 1o work with it member counines 1o
foster spronger sustainable groavth through s policy advice and surveillance
activities; ies financial supporn for the effors of members o wackle balance o
paymenis problems; its financal assistance o low-inoome Counines, promoning

gprovvth and paverty rediicton; s technecal assastance;: amd 1is Conbimums work

. :
ot the reform of the international monetary seitem and of 115 own GPCTAtEons

The Damocrofic Republic of Surveillance and Crisis Prevention

Timoe-Leste [formedy East Timor) [he IMF oversces the international monctary system (o ensure that it operates
became the IMF's 1B4th member cificiently and it exercises surveillance over the exchange rate policies of i

i Judy 2002, His Eﬂ!“"ﬂ"ﬂ.ﬂ" member countnes, The Fund cames our these responsibalicies by consulting
Mari Alkatiri, Prime Minister of with members on their economic and Anancial policies, and by regularly

Timoe-Laste [lek], s walcomad by
IMAF Managing Direcior Horst
K&hbar af the :.iE.ninE COnamoy,

reviewing economic and financial developments at the global, regional, and
country kevels

Ihirimgg EY 2013, the IMF held Wilateral (cotintey
discussions with 136 members. It also ook 3 numiber
el SLEpsS 1o enhance the effecrivencss of ks surveillance
anid crisis prevention wiork. Amaong these efforts, it
contmued b develop a siatom To asseis countres
vilnerability o balance of payments eriscs. The Board
also proposed IMproOvemEeEnts i A55es5Ment CRerciscs
under thie TMEs standards and codes iminative and the
joint TMF-World Bank Financial Secpor Assessment
Program (FSAPF) supported proposals to enhance daga
provision for surveillance;, adopred a new framewaork for
debr sustainabiliry asscssmenis; and endorsed further
migasures to strengthen survallance 1In program coun
trics. The [MFE also advanced ity conerbaution bo
Cl=|'|'||".lr-|lg_' MiGarey !.|||||-.Zl.'||-!'r' amd the "||_|--_._|:-.5_- LEL
TErTOrETT

Crisis Resolution

Lorisis JFEPEHaN Fas abwavs been thee printry oo of the

IMFs refoorm agenda, Bot because it is not kel thae all
crises can be prevented, the Fund has also worked o

develop a more robust framewark for crisis rewolafion
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Speafically, the IMF has sought to combine a clearer policy on access
to it resources and greater selecomvaty in it lending with a strengthen
ng of mechanisms |'1|r r-n.'!.t:r1||,'1|.|r|.|11; HWTTEIHN -_‘In:l'l-l

In recent viears, the ITMF has '-1:|H1|:-rln1 some member countnes”
efforts po resolve capital account crises by providing large amounts of
fnancing, oiven well above normal access limits. Dunng FY 2003, the Boarnd
discussed this policy and sct more clearly defined ontenia for such exceptional
ACCCRT Iy uu|1||:.1.| ICOOAINT CIINES,

The Board also revicwed recent expericnee in the sestructuring of sovercign
bonds and the policy of lending [TMF resources 1o countries in arrcars o privare
creditors, discussed the design and effectivencss of collective action clauses 1o
facilitate del res ragTLTing, angd consslered a pn::-rh:;u| foir a sONCTTIgEn dielst
restrectuning mechanism to resodve unsustainable sovercign debe situarions,

Lending Policies and Practices

The IMF provides financial support to member countnes under a vanety of
policies and lending mseruments, Most forms of IMF financing are made
conditional on the recipient country's adopting policies to correct the under
lying problems that gave nise to its need for support

Puring FY2003, the IMF concluded a vwo-vear review of the conditions
attached v IMF-suppored programs and approved new guidelines for design
ing and implementing sach conditionality o enhance country ownership and
PrOgranm chiectiveness

The Boand also discussed a progress repont on sirengtheming collaboraoon
with the World Bank i this area and concluded a discussion on prodonged use
of |MF resourees, based on a report by the Fund®s Independent Evaluagion
CMfice (see below )

Fight Against Poverty in Low-Income Countries

The main obyjective of the IMF"s work wath low-inoome countries is oo promite
deep and lasting poverty reduction. In this work it follows the “two-pillar”™
STratepy, endorsed by the mtermanional community in the Monterrey Conserisais,
which refers to the need both for low-inoome countrics themschaes 1o accept
reaponsibiling for pursuing sound policees, including good gevernance, and for
the international coammuunity w provide stronger suppart for these effors

I'he Fund complements its policy advice with financial support for its poorest
mwmbers through low-interest loans under the Poverty Reduction and Growth
Facility {PRGF) and debw relicf through the enhanced Heavily Indebied Poor
Counerves [HIPC) Inmitatve. It also offers technical assistance o help countries
build institutional capacity. The Board reviewed PRGF lending and the Poverty
Reduction Strategy Faper (PRSI priscess i FY2002. Dunng FY 2003, the
IMF followed up on this revicw by paving increasod amention i country
programs to creating the right envieonment for investment and geowth,
bringing poverty and socal impact analyss more systemanically oo bear in
helbping countrics formulate poverty reduction straegics and PRGEF-sopported
programs, and strengrthening public expenditure management

The IMF abo advocared greater marker access for developing country expors,
mcluding the phasing out of trade-distorting subsidies in mdostial counrres
Ax part of this work, it g'i_un['q.'f.nq.':.j with the World Trade Hrg,lnl:.rrrmn Cx
ways to enhance the coberence of the work of the two organizanons, and
stodkd ready 1o contribute o developing proposals for an agriculmral trade

ANNLUAIL EREPFOORT Z00G3 [FT]

©International Monetary Fund. Not for Redistribution

The Ghanaion outhorities one
signposling consiruciion projecty o
highlight the tangibls banefits of
iz p:-il;rpul'im in the INAF-
Wiorkd Bank Hacvily indebiled Poor
Counirias Inikiofive. Ghano
putdiahed o Poverty Raduction
Sinoteggy Poper in February 2003,

Regular and s
fin bilions of SO, Fln-unn?m]

W Fgular fociliies  IMConcess
i . Al

a5
A
£3
20

1o}
5
o

1999 2000 01 02 2003

[ parcent, and of Kaoeeial year]

200

150
|

1999 2000 01 02 2003

“Bofio of nel uncomesied sabie rescusos o
licguic] feciion,

IMF Credit Outstandi
lie bl ef 5003, end of finaneiol yoes|




HIGHLIGHTS
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in IMF-supported programs. After the Board broadly endomsed the first report in
Seprember 2002, [MF management set up a task force on ways to address the
issyes raecd

Financial Operations and Policies

In FY2003 a3 Stand-By Armrangement for Brazil amounting o 512K 228 hillion
($31.5 billion y—the largest armangement in IMF history—dominated new
IMPF lending commimments o its member countries. This arrangement, plus
other large arrangements for Colombia and Argentina, and the augmentation
ol an :1i~:|::|:|.].r, arrangemcng fiowr L'ru;:,u.q,, k.-l.'F'll commatmicnes in FY2003 rela
vvely high. Mew commirments totaled SR 294 billion (540.7 billion),

SR 10 billion losver than commitments in FY 2002

|}I_I:I'iI1F thie Financal VA, the IMEF dhsbursed SR 218 billion in loans from
its General Resourees Account. This voral exceeded loan repayments of

SR 7.8 bl t'n::lr|.4.|.1|.'|_|||._'nrl'!.'. IME credic 1|'||tx|:J.|1d|||y; at |:|1|.I-.|'"||:-r.||. amwanted
v a recond high of SR 66 billkea (5913 billbon ), DR 13.9 billion higher
tham a vear carlier.

Ar the same i, the [IMEs I|4,||||41tr'|.' st remained .1|.I|.'-.:||.|.1Iu.' o mcet the
necds of it members, The one-year forwand commitment capaciny (FOC)
amounted e SDR 61 billion at the end of FY2003. (The FOC—a new mcas
ure of liguidity, introduced in FY2003—indicates the amaount of quota-bascd
resonroes available for lending over the next 12 months. |

The IMF's concessional asistance is prowided under the PRGEF and the FIPC
Instiative, Ten mew PROGE ATTANZCMENLS were J.]1prl:|'.'v;.'nl Llu:rin;.', thie financial
vear, with commirments totaling SR 1.2 billion, and one existing loan was
increased. Total PRGE disbursementz in FY 20032 amounted g0 SR 1.2 Wl
. At end-April, the adjustment and reform elfforts of 36 countries were
being supported by PRGE JrrJ.|1l..|:|11|:|1h with commitments totaling DR 4.5
billion and undrawn balances of SDR 2.5 billion. By the end of FY 2003, cight
countries had reached their completion points under the enhanced HIPC
Instianive, and another 18 had passed their decisdon points and had begun o
receive interim debr relief.

The IMF also provades emergency assistance through loans to countrcs

emerng from conflict. By the end of FY2003, soven donor countries had

pledged SR 11.5 million in subsidies for such loans, and disbursements to
seven affected countries motaked SDR 14 mallion

Hﬁrmh-l.!r!'-hip

The Democrane Republic of Timsor- Leste (formerly East Timor )} bocame the
84th member of the IMF on July 23, 20802, Timeor- Leste's mamal quaa in
thie IMLF was set at SDIR 8.2 malbon {abowr 511 mulbion).

Organization, Budget, and Human Resources

FY2002 saw a number of institutional changes. The Monetary and Finangial
Systems Department replaced the Monctary and Exchange Affairs
’]l.'r'Jl’lI"L‘Hl., r;.'ﬂt;n:rlnl.l: ks |.::-:|:l.1'||u|n| rvl.:.-.p-nl:nilhi]ill.r.-\-. The Treasaiper™s
Department was renamed the Finance Department., It was announced that
Deputy Managing Director Eduardo Aminat would keave his st in e
2003, and that Economie Counsellor and Director of the Research
Deparvment Kenneth Rogoff would return oo Harvard University in fall 2003
They will be succeeded, respectively, by Agustin Carstens, Mexico’s Deputy
Seerctary of Finance, and Raghuram Rajan of the University of Chicago
Graduare School of Business,

AMMUAL REPORT 1002 ¥
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MESSAGE FROM THE MANAGING DIRECTOR

orld cconomic growth picked up modestly in 2002,
following the 2001 dowdown, However, relativels

strong growth in the first quarter of 2002 was fiol

ol h:. a !,1|.|.|‘.'.:|.|.| wiriken 2, r*.'..'l:.iill:,'_ s the end of the
[MF's 2002 /03 Anancial vear, In this context of tepid global
recovery, It has been imoumibsent on the advanced CComomics,
in |'|.'|II!|-. l..:.ll. LCF EOAE thici |-\.||||._';|_--.. porarcd |1.'h|-l'.||::.'_ canfidence
and sustainable 3._',|||'.'.|:|| The comimitment of the FYRkar indus
trial countrics, at the June 2003 G-8 summit in Evian, to do
sip—tollowing sumulative policy measures already taken i a

I':I.Ilr'|='|'\.'|' O CASCS—I5 WA I.'il."i:ll'lll.'

Promoting policies to support economic recovery and raise

growth prospects for all continwed 1o be a prime focus of the

IMFEF's work in FY 2003, Srrengthening the framowork For sur
vieilllanee and erigs prevention remained central o the Fund s
efforts. In our surveillance at the country, global, and regional

levels, we paid closer attention to the external implicanons of

national policies. We also sharpened our analysis of vulneralbil

Managing Director Horst Kahler ites, concentrating on asscssments of debt sustamability and
crisis risks, and increasing our emphasis on financial sector surveillance
(including through our joint Financial Sector Assessment Program
with the World Bank) and on institurion building ( through our

|".|;|l-'a-|".~. ol the Observance of Standards and Codes

When crises ocour, in spite of these heightened efforts o prevem

them, we need cffectve mechamisms o resolve them and limuan of
costs, [MF management’s proposal for a sovereign debr restructunng
mechanism catalveed a debave on wavs oo deal with unsustamable debr,
and we are -.'I.II'|IE|'|||i|1!.'_ o waork toward a more orderly resolution of

I I - | | I-. .I...la E N L | . " -1 .
SUCh SIuanons within the exisnng legal iramewor e increased s
of collective action clauses in recent sovercign bond issucs s encourag
ing, and we support efforts by debtors and creditors to develop a vl

untary oode of conduct during debr restructunng

Meanwhile, ro neake [N ending decisions N crses e predictable feur
members and markets, we clarified eriteria for access to Fund resources
We also revised our guidelines for the policy conditionality associared
with [MFE |-:'||-.1|.'1;|f_ 1o cihance e COAinTey -::-'-.'-.ll-.'.'\|:|!l andd gHectveness of

the economic proggrams the Fund supports,

Pt Lo LA REFPERT 2003
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The IMF 15 committed to plaving its full part in the fight agamst
poverty in low-income countries. These countries are benefiting from
increased macrocconomic stability thanks o both the implementanion
of good policies and stronger support from the international commu
nity—a combination known as the two-pillar approach. Reform efforts
must now shift focus to raising the potental for higher growth needed
o reach the Millennium Devel HMTIETE Ceoale, The IMFEF remains fully
engaged in these objectives through its low-interest Poverty Reduction
and Growth Facility (PRGF) and its joint participation with the World
Bank in the Heavily Indebwed Poor Copnnrmes debr-reliet iminanve. We
are also improving the alignment of the Fund’s programs supported
by PRGF lending with country-driven Poverty Reduction Strategy
Papers, now widely accepted as the operational framework for these

codeavors

lechnical assistance and training strengthen local capacity to design
and implement policy. Durning the past vear, the IMF opened two
Afrnica Regional Techmical Assistance Centers, in Tanzania and Mali,
and provided technical assistance to countrics reestablishing institu
tions after prolonged periods of conflict, including Afghanistan, Iraqg,
and Timor- Lespe

A successful conclusion of the Doha Round s a singulardy importane
priority for boosting global confidence and growth. Countries world
-.'.'iqh_' wewii E1|:_']E1 |]'II:,'III\-L'|'.1."\-| b ¢ H".ll.'IiI'IE'_ rrade barriers. And indusorial
countrics, by doing this, would also help developing countnes integrate
into the global economy. A reduction in trade-distorting subsidics, par
I!i-. |||.1:5:. 1 inddusrrial couneries” .lt‘_l'i..'llll'lll'ﬂ!. ROCTOWS, wistibd rakse the
growth prospects of developing countrics significantly. The IMF will
continue to work to promote the balanced growth of world trade, in
close cooperation with our members and other mulislareral bodies

Ihe past financial year also saw a consolidation of the reforms of the
IMF it=elf, a key clement of which has been to strengthen our abality
to listen and learn. The first reparts from our new Independent
Evaluation Othee made valuable coneribunons 1o i.|::|'|]'lr-:'-'.il'.-5 thie r|||.1||
tv of Fund policy advice and support. We have also continued 1o
increase the transparency of the IMF's own operations and finances

| Wbl
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his Annnal Report of the Execntive Bonrd

of the IMF reports on the activities of the

Board during the financial vear Mav 1,
2002, through Apnl 30, 2003, Most of the
Report consists of reviews of Board discussions of
the whaole range of 1MF ;mliq:'g.' and operations,

Responsible for conducting the dayv-to-day buse:
nesas of the TME, the Board is composed of 24
Directors, who are appointed or elected by mem-
ber countries ar by groups of countries, and the
Managing Director, who sceves as its Chalr. The
Borard vsually mwets several times cach week, In
2002 /2003, the Board spent the bulk of its time
i member country matters and much of i
remaining time on global economic and financial
surveillance and podicy issues.

The Board carrics our its work largely on the
basis o papers preparcd by IMF manmagement
and staft. Tyvpically, a staff paper includes back
ground factual and analytical matenal on varous
aspects of the issue ar hand and requests the
Board's views on the main issues involved., It may
alsoy present proposals by the TMEFs management
i oww the Board and the institution showlsd
move forward on an issue. Although a saft paper
presents the positons of stalt and management, i
doos mit neccssarily represent the TME's posstion
o the issue. The Board may or mav not agrec
with the analysis or the proposals, The posinon of
the IMF is, rather, the position of the Board as
reflected in a decision, or as explained in a stawe
ment summarizing the discussion (usually
referred o in the IMF as the “summing up™). A
great many of these summarics are published as
Mublic Information Notices [(PFINs) on the Fumd™s
wehsite: mrm oy,

Ihe Executive Board exercises all the poswers
tor conducting the IMF's business except those

IMF GOVERNANCE AND THE .

that the Articles of Agreement have reserved fin
the Beard of Governers, which is the supreme
organ of the IME. It consists of one governor
and one altermate governor for cach membsi
country, The governor is appointed by the
member country and s osallv the mamister ol
fimance o the governor of the central bank

Ihe Hermrd of Gimverners normally mees e
Vear.

The Internationsl Monetary and Financial
Commirtee of the Board o Caovernors [l
the Intenm Committee on the Tntermariong
Monetary Svstem ) is an advisory Besdy macde o
al 24 INMF ROV OIS, FUESRCTS. (4 it lver ool bcials
of commparable rank, reproescnring the same cuin
stipuencies ax in the [MES Exsccoove Baard, |
International Monctary and Financial € ommminn
marmally meets twice 8 vear, m Apnl or S, 2l
ar the renee o the Advnual ?'u'l;'.:llll.!,; vl thee Jlis
L

(L ] msthilities are o [T e naeskeial g

OoF Cuiwvermors in Seprember or eribe

ange o the Execurive Hoard and i i
Fejsarl L el Bawird oof Coi e siisrs o i issios
regarding the managemens and adapragmsg o
||'|1l..'l'|'|.||'|ll|'|.|| MEEILTArY Anel Bnangsl systen
mcludimg sudden disturbances thar mig
Ii1|-,',1||.'|| thie inrerriatiodial Eedictary sysi i1}
o propiesals to amend the TAE s Arnicles 4
Agreemiens

I flr:'r!'uprufr” CoprprpdTee v lvee
Simisterial Connmibrros of thae Boards ol
Ceirermecars ok thwe Wisrlad Bank and thie IME
the Tramsfior of Beal Besourees to Pwvelopong
Coopmirees) s a ot Weoeld Bank=10EF basle oo
peecd of 24 members—Hnance munisicrs o oo
officials of comparable rank. 1t gemerallv mee
the day after the Intermational Monetary and

Financial € ennmirtes

T S S | K I il | NN
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www.imf.org

August 27, 2003

Dear Mr. Chairman:

I have the honor to present to the Board of Governors the Annual Report of the

Executive Board for the financial vear ended April 30, 2003, in accordance with Article XI11,
Section 7 {a) of the Articles of Agreement of the International Monetary Fund and Section 10
of the IMF's By-Laws, In accordance with Section 20 of the By-Laws, the administrative and
capital budgets of the IMF approved by the Executive Board for the financial vear ending
April 30, 2004, are presented in Chapter 9. The audited financial statements for the yvear
ended April 30, 2003, of the General Department, the SDR Department, and the accounts
administered by the IMF, together with reports of the external andit firm thereon, are

| Wil

Horst Kéhler
Chasrman of the Execcutive Board

presented in Appendix IX.
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The IMF's fimancial year is May 1, 2002, through Apnl 30, 2003,

The unit of account of the IMF is the SDR; conversaons of IMF financial data vo 1.5, dol-
lars are approximate and provided for convenience. As of April 30, 2003, the SDR 115,
dallar exchange rate was U531 = SIVR 0722589, and the U5, dollar /SDR exchange rare
was SDIR 1 = U531 .38391 3. The vear-carlicr rates (Apnl 30, 2002 ) were U551 = SDR
(0.738826 and SDIR 1 = LISS1. 267700

The following conventions are used in this Report;

o indicate thar data are noe available:

—  toindicate thar the figure is zero or less than half the final digar shown or that the
item does not exist;

- berween years or months {(for example, 19992000 or January=Junc) to indicate
the vears or months covered, including the beginning and ending yvears or
months;

i berween years or months (for example 1999500} o indicate a fiscal or financial
Vear,

*Billion™ means a thowsand million; ®tnllion™ means a thousand billion; minor discrepan
cies berween constituent Agures and totals are due to rounding.

As used in this Report, the term “country™ does not in all cases refer to a termironal entity
that is a state as understood by intermational Bw and practice. As used here, the term also
Sovers somee territortal entities that are not states bae for which statisical data are mam-
rained on a separate and independent basis.
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IMF Surveillance in Action

oversee the intemational messctary system in

order o ensure s effective operation, and 1o
exercise firm “surveillance™—thar is, oversight, inclod-
gz maositering and analysis—over its member
countnes” exclunge rate policies. As deaded by the

Executive Board, this appraisal of a countn’s exchange

rare pallicies must invilve 3 comprehensive analysas of

the coonomic stuanon and pobicies of the country,

ing luding domestic as well as external policies.

The IMF excrcises this responsibility of surveil-
lance—over the system and over individual countries”
policies—im several ways:

w oy (or “Bilarcral™) Sarveilfanee. As mandated
kv Article IV of the IMF's Amicles of Agreement,
the Excoutive Board holds regular consulanons with
caxch of ity member on the countny™s coonomic and
financial podcies, including their intemational reper-
cussaomin, These “Artecle IV comsuiliatsons, based on
stafl reports, are known as bilareeal or COLIErY SLiF-
veillamee. Through this surveillance, the TMF can
identify policy weaknesses, signal dangers on the
horizon, and advise countncs on correceive podicy
acteoans. The consulianons are complemented by
contimons manitonng and analysis of econamic and
financial developments by EMF staff, informal con-
taces betwecen staff and national authorities, and
insfesemmmal dmperim Board discussions as needed.

o (ifabued for “AMultifateral™) Survedimnce. The 1MF's
Exccurive Board regulary reviews mujor global eco-
nomic and fnancial market developments. Thie
reviews are based partly on the World Econmmie Chue-
funk repacts, prepared by IMF staft usually tedee a
vear, and on the Cilodad Financial Salnficy Reparr,
abais prepared pwice s vear, on the healih of the
worrkd s financial system. In addition the Board hobds
trequent, informal discussions about world coo-
namic and fnancial market developments, and all
Directors and stafl receive a daily report coverimg kev
Hmancial developments in mature and cmerging
markers,

- H.wﬁumf Surreiliance, To mwklmn: CHHIATTY O
sutltavions, the IMF also examines policies pursued

Th-.' IMFs Armcles of Agrecment call for it to

unsder mﬁhm.‘l ATTANEEITIETINS. It besdils I‘EE:I:ILII' din
cussieans with such regional econamic s i
the European Union, the Ewropean Central Bank,
the West Afmcan Economic and Monetan Union
the Central Afrcan Econombe and Monetirm Coe
muamity, and the Easteen Canbbean Carrency Livion
IMF management and staff also take pare in palio
discissions of inance ministers, contral bank gover
rars, and other officials in such conmeny groops as i
Ciroup of Seven major insdusorial cotintries, the Croup
of 24, the Asia-Pacific Economis Cooperation fomn
the Mew [":|.1"I:|:||:r'|.|.'||p tor Adriaca s I'IL1'|:|:J|1J:|.|.'I|:1. I Fi
Ciull Comiapseeation Codnctl comentres, and glse Mughels
cosuintries associated with the Eusogsean Llniin
The IMEF s approach o surveillance Bas eviodved o
keep pace with new challenges. For & comprehensiio
discussion of steps taken wo strengthen IME'S v el
lance, see Chapter 2.

Country Surveillance
T conduer eomntry surveillines m acconbmee wit
Arricle IV, an IMF spafl ream visity the memibser ol
o meer govermment and cenoral bank oifbicils, and
collect connomde and fenanclal mtormatien. The ciw
sulranions cover recent ecnmoiibe dovelopmens ond i)y
mwwictary, fscal, and relevant strctural policss ihu
cointry i pursting. The Executive Dhrectese tor
member counory usoally paricipates as an odmenas
Ihe team generally also megts other g
trade wnaons, emplner associatons, awadimes, e gl
tive bosdies, and financial market pamicipants. The 1M1
staff team noemally propares a concludmg sencnsent
mremmorandum, sunomaremm the Bndings and polic
glvice of the waff feam, and leaves this statcment winh
thie vatsisial .1.|.:I|!|n|l'.|l:i|:"|-. il hve the ERpRbler onf LIS
lishimg

Omn their return (o headguarters, TME stk memben
propre 3 repirt doscnbing thic comnoimia siiwatiens i
the coummry amd the nature of the pediow dasciissios
with the natiimal authonties, and evaluanng the conn
iry'"s podicies. The Exceoutive Boand then discuses i
Pt The views of the counry s i eririss sre o
veved o the Board by the coumin’s Exvouin
IMrector. The views |:'l.'|"|rl|."|.'.|;|.| b Exccutive Dhrector

AUis i
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CHAFTER 1

during the mecting are summarized by the Chair or
Acting Chair of the Board, and a written summing up

is produced. Subject to the approval of the member
country concerned, the full Amicle IV consulration
repirt and a Public Information Notice {PIN}, con-
taining a summary of the Board discussion and
background matenal, are released to the public, The
country authonues may authorize release of a PIN even
if they do not wish o release the full report. In FY2003
the Board conducred 136 Amicle IV consuleations with
member countries (see Table 1.1}, All PINs and the
Article IV reports that the authorities have agreed to
release are published on the IMF welbsie.

In addition, the Board assesses economic conditions
and policies of member countries bormowing from the
IMF in the context of i discussions on the lending
arrangements thar support the member countries” eco-
NOMIE Programs.

Glebal Surveillance

The Exccutive Board's conduct of global surveillance
relies heavily on two staff reports—the World Ecomomic
Owirlook and the Clobad Financind Seability Repori—as
well as on regular sessions on world economic and mar-
ket developments,

World Economic Outlook

The World Ecomomic Ontiook reports offer a compre-
hensive analysis of prospects and paolicies for the world
economy, individual countrics, and regions, They also
examine topical issues, These reports are prepared by
the staff and discussed by the Executive Board usually
twice a vear [and later puhh!h:d]-, but they may be pro-
diced and discussed more Frequently if rapid changes
in world economic conditions warrant.

In FY2003, the Board discuseed the World Eeo-
nomic Outlook on two occasions—in September 2002
and in March 2003. (Sce Box 1.1 for a chronology of
key economic developments during FY2003. )

World Economic Outlook: September 2002 Session
Ar its Sepresaber 2002 meeting, the Executive Board
noted thar economic and financial marker developments
had been mixed since the spring, MNegatve develop-
ments had ocourred on several frones, Directors noted,
including the sharp decline in global equity markets
since the end of March 2002; the deterioration in
financing conditions facing most emerging market bor-
rowers—notably in Latin America; and weaknesses in a
number of current and forward -locking indicators for
the United States, Europe, and several other regions.
These developments were especially disappointing in
light of the strengthening of several global economic
indicarors, including trade and industrial preducton,
seen since the end of 2001, as well as first-quarter
growth that exceeded expecrations in several regions.

4 ANNUAL REPORT 2003

The world economy and financial market acrivity
had shown considerable resilience in the face of muli-
ple shocks, Directors observed, and, going forward,
several factors should support a steady strengthening in
global growth—including the continuing stimualos
from carlier macrocconomic casing In Many regions,
the winding down of inventary corrections, and the
recent signs of greater stabiliny rerurning vo global
financial markets. Nonetheless, Directors expressed
concern about the strength and sustainability of the
recovery and agreed thae the outlook for the remainder
of 2002 and for 2003 was likely to be weaker than had
been anticipated in the April World Ecomennze Ohtlook,

The nisks 1o the short-term outlook, the Board
asscssed, were predominantly on the downside, In par-
ticular, Direcvors noted that equity price falls could
have a more marked impact on domestic demand than
expected—especially in the United Stares, which had
led the global recovery, Movements in major exchange
rates would be appropriate from a medium-term per-
spective, they observed, although in the shoen term
sume negative impact on the recovery in Japan and the
euro area, which had been led by external demand,
should not be ruled out. Many Direcvors also saw the
persistently high ULS, current account deficit and the
still high LU15, dollar value as posing some sk of an
abrupt and disruptive adjustment. In addition, nghe
emerging market financing conditions could further
weaken growth prospects and increase vulnerabilities in
a number of countries, Directors also noted the poten-
tial for further volatiliny in oil prices in the cvent of a
deteriorarion in the security sitwation in the Middle
East.

World Economic Quilook: March 2003 Session

The pace of the global recovery had slowed by the time
of the Board's second session on the World Ecowomic
Chizleak in March 2003, amid rising geopolitical uncer-
tainties related vo Irag, the continued adverse effects of
the fllout from the bursting of the equity market bub-
ble, and rapidly changing conditions.

The global economy had been resilient, Directors
noted, and in many industnal countrics the fundamen-
tals remained sound, They agreed that a global
recovery should gradually reassert imself, achicving
global GDP growth of just over 3 percent in 2003
under the bascline scenario of the Werld Economnic
Ohetlook. Such an outcome would be supported by a
pickup in confidence, the abating of the headwinds to
growth from the bursting of the equity bubble, the
polbicy stmulus in the pipeline, and the inventory cvcle.
In sddirion, with ations in both the Unized
States and Europe having relatively high cash balances,
investment could respond relatively quickly. Monethe-
less, Directors acknowledged thar considerable
uncertalnties and risks gave cause for concern for the

©International Monetary Fund. Not for Redistribution



IMF SURVEILLANCE IMN ACTION

Tahle 1.1

Article TV Consultations Concluded in FY 2003

Country Mame Board Date PN Lssoed Snaff Report Pabllshed

Allsaini Febasiry 26, 20 Msrch 7, 2003 March 7, 2003

Algecia Febouary 24, 3003 March 5, 2003 March' 13, 3003

Argenting Jamugry 8, 2003 July 15, 20a3 Taly 25, 2003

A ?ﬁﬂm‘rﬁw 25, 2002 Cheiaber 9, 2002 Uksober 17, 2003

Aruba .Ihmm Mnthi\.lﬁilm Moarch tiﬁ&m
EI:[IIIIEEI JiHRE &Wlm ' &“Fﬂ'l:lll L

Ajsrria &, 20012 14, 2002 A 14, B2

Bahrain a1, 002 ey s

Barbaaden Febeuary 7, 2003 Febwmary 21, 30Hk3 Masch &, 20035

Becliaras April 16, 2003 Apeil 30, 2003 April 30, 2003

Eufp'n-rl February 21, 2003 March 4, 2003 Muaarch 4, 2003

Belire Movember 1, 2002 Movembxr 14, 2002 Movember 12, 203

Bemin 15, 2002 5, 2002 Augeast 5, 200

Bhussn 21, 2003 March 31, 3003

Heatwwana Ohooher 9, 20032 Mowemher [, D003 Morvembser 5, 2003

eraril March Higﬂ March 24, 2003

Brunei Darusaslas t'nrug). 3 b . "

Burindi Ovtober %, 2002 October 30, 2002 November 6, 2002

Camdbadia February 20, 1003 February 28, 204003 March 6, T003

LAy Srpmub;;' 18, 3002 Dﬂambr;fiaﬁﬂ Hmﬂfiiliﬂl

&' Verde nmm]’iﬁ,: 2002 June 13, 2003 Juse lalma
Tuly 19, 3002 Juby 31, 1003 July 31, 2002

Ching !ﬂumﬁl,s“."ﬂﬂ : H!,Iﬂﬂ] 2

Congno, Them. of anﬁim I | I;H- mulml;ﬁ!

. - 0y,
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cconamic outlook, given the fragility of the global
recovery and the likelihood thar the resiliency of the
workd economy 1o shocks might have weakened,
Developments in the oil market, in particular, would
need o be monitored closely.

The economic impact of 3 conflict in Irag was very
difficulr to quantify, Directors recognized. They con-
silered that the balance of the other rsks oo the
outhook was principally on the downside, and that slug-
grsh growth could perast even in the absence of a war,
Three elements underpinncd this caution. First, the
global recovery remained heavily dependent on the
United States, and there was no absvions candidane to
take up the slack if growth in the Unived States fal-
wered, A disorderly adjustment in response 1o global
imbalances—involving a sharp depreciation of the U5,
dollar—pemained a risk, Second, the possibility of fur-
ther declines in marure equity markets could noe be
ruled out, as camings expectations remained relatively
optimistic, and an adjustment in housing prices in some
industrial countrics was also possble. Third, despate
progress, a number of emenging market countries
remained vulnerable to a deterioration in the global
environment. Notwithstanding these downside risks,
Directors regarded sustained global deflation as
unlikely, although they did not rale out price declines
in individual countries,

With inflationary pressurcs in general quite moder-
ate, Directors agreed that monetary policies in major
industrial countries would need to remain accommueda-
tive, With regard to fiscal policics, the dmation differed
by country. In the shom run, Dircoros acknowledged
that the scope for fiscal nighrening was constrained by
the cychical sitvanon, Automanc fiscal stabilizers should
gencrally be allowed to operare, although fiscal consoli-
darion remained a clear medium-termn pRoaty in many
mduserial countries with high levels of public debe and
mounting presuccs from aging populagons. Directors
urged an acceleration of structural reforms o boost
confidence and domestic demand growth—partcularly
in Europe and Japan—in order to reduce global depen-
dence on the Unired States and foster an orderly
reduction in global imbalances,

Policymakers would need to remain vigilant to
changing circumstances, Directors underscored, and be
Hexible and ready o adapr o them as events unfold.
Close international cooperation and dialogue and con-
certed efforts would be required o confrons glolbal
uncertainties and boost global confidence. Directors
considered that a sorong push to advance multilateral
trade negotiations under the Doha Round (sce Box
5.7 should be a key ingredicnt of such cffons,

Maojor Currency Areas
Directors expected the Unired States to continue o
lead the global recovery. They observed thar while

IMF SURVEILLANCE INMN ACTION

some LS, economic fundamentabi—notably productiv-
ity performance—remained strong, some ULS. eco-
nomic data had been disappointing, reflecting weaken-
ing consumer confidence and spending. Several facrors
contributed 1o downside risks to the ULS. outlook.
These included uncertainties abowt conflicr in Irag and
about whether the bubble-period excesses had been
fully worked out, and the emergence of fiscal deficits
alongside the large current account deficit. The current
stance of monctany palicy was broadly appropriate,
Directors observed, but further casing could be neces-
sary iff dowmnside risks to growth were 1o marerialize,
although several noted that the scope for doing so was
becoming increasingly Bmived, On fiscal policy, Direc-
vors viewed the ULS, administration’s tax proposals as
having some merit from a structural perspective, but
believed thar if they were implemented they would sig-
nificantly worsen the medium-term fiscal position, and
might be procyclical if the economy picked up as
expected under the baseline scenano, They undertined
the importance of restoring investor confidence to
underpin the recovery, and called for strict enforcement
of enhanced corporate governance rules.

While the surr ares wWas nol CXPCOCnCing Scrious
imbalances and its fundamentals remained generally
strong, Directors viewed developmenits in the arca with
concern. Growth continued to disappoint, and fore-
casts for 2003 had been revised down sharply. The
appreciation of the curo, balance sheet strains, and
prospective fiscal tghtening in a number of countrics
were all kely o weigh on the regional econaomy,
Within this overall picrure, Directors viewed the situa-
tion in Germany—where the economy had stagnated
and the fnancial sector had come under increasing
sirain—with icular concermn.

The recent move by the Ewropean Central Bank
(ECH) m cul mterest rates was welcamed, and muany
Directors saw scope for further monetary easing to rein-
vigarate growth. In the fiscal area, with budgetary
posttsons in a number of countries in Western Europe
having become mone difficalt over the past year, Darce-
povrs noted theae the challenge in the near rerm would be
to wvoid adding unduly o economic headwinds
through fiscal rerrenchment, while strengthening the
credibility of the Stability and Growah Pace (SGP), To
achieve this, Direcrors believed that structural deficits
would need to be reduced toward the medium-term
narm of a fscal position close to balance or in surplus.
Most Directors suppomed the full play of automaric sta-
bilizers around the consolidation path, cven if this were
to result in deficits in 2003 above the 3 percent of GDI
deficir limir. An overshooting of the deficit limde in the
present circumstances was od warmanted, in the view of
a few Directors, however, as it might undermine condi-
dence in the Ascal Framework without bringimg
significant short-term benefit to economic activity.
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CHAPTER 1

Baox 1.1

Key Economic and Financial Developments, April 2002 to May 2003

Lilibal eoomomic groath in 2002 was
only modesthy higher than in 20401,
Belatively strong growth in the first
guarter of 2002 was followed by a
gradual showdown extending oo the
endd of FY2003, World trade volume
picked up lﬂ;-r_rmgn.ll:in‘jn 2001, buc
ity growth was the weakest since the
global recession of the cardy 1980% (s
Figure 1.1}, Foreign direct investment
infbows to developing countries fell
during 2002, However, portfolio
investment and bank financing exiting
from developing countries also slowed,

surged. Consumer and buwiness confi-
dence fedl secadily throughour the fira
quarter of 2003, up to the st of the
war on March 20, First-quarter 2003
GDP growth was weak in all three eco-
namisc arcas—with actvity essentially
kg in the coro area and Ilpﬂn. Labor
markcts also weakened—unermploy-
ment rose scross the theee arcas. The
cessation of military conflict i mid-
April 2003 lessened geopalitical
uncertalngy and oll preces fell dearmans-
cally, although by the end of FY2003
there was little ovidence of a renewal of

leading to a net gain in private capiral the rocovery.

Hows into developing countries. Several Emerging marker economics grew at
emerging markct economics took quite different rates. Generally, in com-
advantage of impooving market condi- parson with the industrial countrics,
tiois and the nasrowing of interest rate growth was higher and the showdann
spreads in the second half of FY20032 occurred a little liter and was less pro-
o isanie seweneign bonds. nounced,

Amsong the Industrial countrics, the Grosath in Lagin Amorics was kighly
coonomics of the Ulnited Spaser, ruro vamiable, with Argenting starting to pull
ares, and fapan mitally showed ot of its decpeit recexsion in 20 years,
improvement—becaue of private con- while in Vencrucla political rurmodd
surrprion in the Unived Scares, net Bare in 2002 led v a doop in scriviny. A
exports i the euro ares, and a combbi- the end of FY2003, economic growth
maticn of the two in Japan, But wan gencrally subducd, but financial
business imvesrment fxiled 1o plck up conditions were somewhar mare stable
and buttress the recovery, The afber- acroas the region,
math of the cquity price bubble Thc eavegring markes ceonowies of
cantinued to weigh on the real coon- Aita were a beight spot—icgistoring
oainy. Im the run-up o the war in lrag robst growth throughous 2002, driv
hht:lmlmdurh-lmmri- cﬂ.p‘lmuilrhrc:lpﬂ'h..ﬂiru.m
call concerns heightened and il prices parthcular, contined 1o grow strangly,
Figues 1.1
World Real GDP Growth and Trade Volume [Goods ond Services)
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providing an increasengly inportant
destination for exponts of other
economics in the region, The spread of
Severe Acote Respiratory Syndirome
(5ARS), recognized in carly 20H3,
however, affected the reghon adverscly,
capecially those economics dependent
on tounsm-related senvices and logal
spending. By the end of FY2003, the
rate of increxse in new cases of SARS
had showed, but the economic and
health effeets remained uncertan.

Crmpral and Eagern Enrape grew
stronghy through the second half of
2002, despite a dowdown in the curo
area. Acriviny in many of the coanires
in the reging was boosted by positnie
forcign discct investment inflows
anticipation of catry into the Europcan
LUnion. Higher ofl prices in the laner
part of 2002 spurred growth in the oil-
caporting eoamntrics of the foarmer
Soniet Lindon—Axerbaijan, Kazakhstan,
and Fasssiaa, The strong increase in
demand in these countries supported
groewth bn the other countres in the
e,

Before the badduep in tensions sur-
rounding the war in Lraq, activity kn the
Mudalle Eanr had picked up, with hdgher
ail prices apfing gl exporten” growth
in partcular, Despdic the relatively
shory duratkon of the conflicr, dismp-
s in trade and fourium and the
dramatic fall ol prices led to dower

BS 20 25

2000
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grovwth in cardy 2003, Continuos
goopaolitreal tenibons in the region
dumpened activity throughoas
FY2003,

Giroweh in most Affvan osntrics
held up berer than in sther regions,
mppun:'d by improved macnseoon-
nomic policies and debe rebef undes
the Heavily Indebred Poor Countrics
[HIPC) Instanve, Serios protdems
troubled parts of Africa, however—
mosl important, decpening fmine and
drought in southem and exstern Africa,
Economic condstions edged up in eardy
2003 refiocting development in non-
Fuel comminaodity’ prices, which did not
contract 3s much as in earlier global
alowodowna, as well as debr relict,
although the HIY /ALIDS pandemic has
remained a serious threat, reducing [ife
expectancy and negatively affecting
growth prospects.

Taflarionery procwre across the
plobe remained subdued and wage
increascs were generally moderare.
Wiith the rin-ug £0 the war in Irag and
asoctated uncertaingics, energy prices
rose markedly toward the end of 2002
amd at the beginning of 2(603, but fell
back ar the end of the war. In coclange
migriers, the 105, dollar deprecianed
during the financial year on a trade-
weighicd baws, while the curo
approecisted.

Figura 1.2

Market Performance
= 100§

IlMF SURVEILLANMCE

Momerary policicr remained aceom-
masdarive in mosr Endiestrial comenaries,
with falls in policy inferest rates in moss
cascs. The stance of firal paliciervar-
el Policy was loosened in the Lnied
States an 4 result of tax cuns, bar poli-
cicd wiere mentrdl m the cuny area.

Regarding dovelepments in ffaen-
grard mariken, nominal government
bond yiclds in mature markets
dectined sharply over the financial
vear, with the LLS, 10-vesr treasury
rofe resching o 41 -vear low of 3.56
percent on March 10, 2003, Slowing
greth prospects and bow inflation,
declining equiry prices, geopalitical
uncertainty, and declines in central
bank podicy rases contributed to the
Eall fn whelds,

Miztwre equity markety remained
under pressure throoghout mvech of
FY2003 (s Figare 1.2). Uncertaln
prospects for corporate carmsings, lin-
gering effects of the bunging of the
high-toch bubble, and the war in lrag
weighed hedvily on matise cquity fhar-
kefs. Record mumbers of banknspicies
in the Uinited States, corporate froud
cascs, and lapses in corporate gover-
manee hur nvestor condidence. The
SEcP 500 bowe 15 percent and closed
FY 2003 down 40 percent from its
March 2000 poak, dospite a postwar
rally and an evenrual casing of risk

Figure 1.3

e E
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aversion. Buropean equitics fared
wisrse, The Burotop 200 losy 33 pes.
cent o close 50 pereent below its
March 2000 pcak. Japancsc shares
enclegl FY2003 at 3 1%-vear how, Ini
lowcal currency perms; the Topix lost 26
perceit i FY2003, to clowe 72 percent
belonw {8 Diecember [989 high.
Emergrrg deti markess recovered in
the secnnd half of FY2003—with con-
siderable differences across regions—
and bond spreads narrowed o histor-
cal lonws i ey cased. Concerns over
pobicy continuaty, especially in Latin
Amcrica, triggored a pronounced sell-
ol of emerging debit markets during
the first half of the year. Investon
regaincd confidence after cloctons n
Brazil and Turkey and following policy
pronouncemenis and refiem initia-
tives. These developments cnmh.ini.ng
with irveston secking higher-yiclding
investments in global markets paved
the way for onc of the longest emeng:
ing market bond rallics in history. The
EMBI+ spread tightened from a high
oF 1,040 basis poinis in Sepiemiber
2002 to 576 basia poings by the cnd of
FY2003 {see Figure 1.3). In tandem,
primary debr markets reopened in
Cictober 2002, after o long pericd of
Inactivaty, and many emcrging market
governments met their 2003 market
financing mrgers carly in the vear,
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CHAPTER 1

Dhirectors called for a greater sense of urgency by
European countrics to address structural Agidities in
product and labor markets. While a number of impor-
tant steps had been taken, European unemplovmient
rates generally remained high, and participation rates
were mivch lower than s other advanced countries.
Labor marker rigidities, most Directors agreed, played
an important role in explaining the persistent unem-
ployment in 4 number of industrial countries. This was
shown by the contrasting experiences of countries that
had undertaken comprehensive reforms——and observed
a steady dechine in structural unemployment—and
thsose thar had made lictle progress—and seen further
imereases in unemployvment rates. They called for com-
prehensive labar market reforms in the curo arca that,
partculary if complemented with product market
reforms, would vield significant gains in the form of
lower unemployment and higher outpur. Proposals
recently put forward by the German authoritics to
improve incentives to work and begin dismantling
excessve job protection were welcome. 1F these mea-
sures were bold and implemented in full, Directors
considered that they would have a Favorable effect on
business confidence and job creation.

The economic situation in fapas remained difficulr,
Directors noted, The economy expenenced a modest
cyehical recovery duning 2002, but growth was expected
toy reimain flar in 2003, Morcover, deflation contined,
and survey evidence suggested that deflationary expec-
tations were becoming more widespread and perssstent,
The Bank of Japan, most Directors urged, should be
miore aggressive in both its monerary palicy actions and
its communications sirategy o arrest deflation. Ao,
the effectiveness of monctary policy would be improved
by micasures (o stre en the Anancial sccwor. Given
the large budget deficit and high pubhic debt lovels,
Dvirectors emphasized the need for the awthonitics to
cstablish a credible medinm-term fiscal consolidation
strategy and to implement key fiscal reforms. Most
rectors believed that Japan should make a gradual
start toward fiscal consohidation, unless the authontics
were 1o h ahead with a much more aggressive struc-
tural reform agenda. Reforms o strengthen banks and
corporations were welcomed, although Directons
underscored thar the reforms did not go far enough 1o
resolve the long-standing problems in these sectors.

On asset price bubbles, Directors observed that the
busts in equity markets of the past few vears had been
quite similar to carlier episodes in terms of magnitude,
length, and cross-country synchronization of the price
declines. The stock market booms in Europe and
Morth America in the late 19905 led firmis 1o bormosw
and invest well ahead of demand, thus increasing cor-
parate vulnerability to o decline in stock prices and
aggregate demand, Directors also noted concerns
aboart the high levels of corporate debt comparcd with

1a ANNUAL REFORT 2003

equity, especially in Europe, which could dampen
invesement spending during the recovery,

Emarging Markeis

Growth prospects in emerging market counries gener-
ally remuained relatively favorable, Directors observed,
although performance and prospects varied significantly
within this p. Many countries were implemenn
disciplined fiscal and monctary policies and advancing
with structural reforms, and were in a better position 1o
withsgand extemal shocks, Nevertheless, downside rsks
remained, given the weaker outlook in industral coun-
trics and uncertantics relased 1o the sipwation in Irag.

Recent signs of a pickup in acuivity in much of Laris
America and the improvement in market sentiment
were welcome, although Directors noted that the sima-
thon in a number of countries remained difficuls. In
Argentina, the economy might be over the worst, but
pobicy continuity would be fundamental, and the mar-
ker signals sent by presidential candidates would be
crucial in shaping expectations. In Brazil, the new gov-
ernment’s decisive Sctions bo mainkain Macroeconosmic
stability and fscal discipline had belped reduce uncer-
taintbes in fnancia markers. Chile and Mexioo were
relatively more sheltered from deterioration in external
financing conditions, reflecting their strong policy
recard and relatively high degree of integration wath
the world economy. For the region as a whale, Direc-
tors emphasized the impomance of sustained effors w
lovwer public sector debr levels and improve the matu-
aty stmecture of the debr, Dircetors identificd other key
policy prioritics for the region, including ofcnting
monetary policy to achieve low inflation with exchange
rate flexibality, deepening domestic financal intermeds-
arion, and introducing reforms o liberalize mrade,
improve social safety nets, and merease labor market
flexability,

Directors commended the impressive cconomic per-
formance in emerping Asg underpinned by both
exports and domestic demand, with countries moving
most vigorously to implement structural reforms gener-
ally seeing the most robust groweh, and moted thar
growvth in emerging Asia will remain reliant on the
global economic environment. The contimuation of
sccommodative monetary policies was generally appro-
priate, in the Board's view, and auromatic fiscal
stabilizers should be allowed to operate in most coun-
trics. Further progress with structural reform,
particuladdy in the financial secror, was seen by Direc-
ors as necessany 1o underpin stronger domsestic
demand and help contmbute o a reduction in global
imbalances, and the gencrally comfortable external sec-
1or positions in the region provided the foundation for
pressing ahead with the unfinished agenda of stroctural
reforms. In the near term, the ol -cxporting countrics
faced the difficule rask of managing very large balance
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of pavments inflows, Dircctors encouraged the authon-
tics 1o permit fexibility in the exchange rate and target
manetary policy on achieving a further reduction in

inflavion, Over the medium term, they noted, the chal-
lenge would be 1o manage the oil wealth appropriately,

In Central amd Easern Enrope, strong loreign
investmient continged to underpin growth in some
countries, a5 European Union accession grew nearer.
Significant challenges lay ahead, Direcrors noted, as
governments looked bevond accession to the require-
ments asociated with adopiion of the euro, They
observed thar, although the picture varics across coun-
trics, the need for fscal restraint would hkely remain a
central focus of policy for most countries in Central
and Eastern Evrope to underpin market confidence
and bolster growth. In Turkey, following a better-than-
cxpected pcffn.rlmnu: last vear, eoonomic and financal
conditions had deteriormted in carly 2003, and Direc-
tors pnderscared the wrgent need for the govermment
tor pursuie frscal restrabng and structural reforms (o sus-
tain comfidence.

iGrowth in oil-exporting countries of the Commian-
wendth of Tndependint States (C15) had been buoyed by
fising energy prices. Slowing structural reforms could
dampen invesiment spending, pamicularty in Rassia,
Diirectors cautioned, and could weaken medivm- verm
prospects. Pirectors called upon the authonnies in the
CIS countrics to reinvigorate the reform process,
including by stremgrhening banking systems. They sug-
gested that the seven low-income CIS countries
{Armenia, Azerbaijan, Georgla, the Kyvrgve Republic,
Moldova, Tajikistan, and Uszbekistan ) give priority o
accelerating structural reforms to strengthen the imvese-
ment climate in order to ensure the sustainability of the
uptick in growrh seen in many of the countrics and 1w
help address the high public debt levels that threaten
fiscal sustaimabality in several of the countrics.

Growth in the Midals Eeo weakened in 2002,
although countries where reforms had progressed
fastest experienced more rapid growth. Many conntmes
in the region were benefiting from the mcrease in ol
prices, Direcrors observed, bur the regiomal securiny sit-
uarion was weighing on forcign investment and
wourism. The key policy challenge over the medinm
term across the region, Directors noted, would be
achicving sustained high GDP growth in onder 1o
reduce unemployment and absorb the rapidly growing
labor force, Effors to energize the private sector, liber-
alize trade, and develop human resources should
remain at the core of the reform agenda,

Macroeconomic policy and structural reform imple-
mentaticn had improved in many African countries,
MNevertheless, growth in Afidea slowed in 2002 owing 1o
poor weather and continuing polivcl turmoll affecring
several countries. The central challenge in Afmica, in
Drrecvors’ view, was putting in place the conditions to
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reach the Millennmm Development ©aoals {(sce Chaprer
5} As stressed in the Mow Partnershap for Afnca’s Dievel-
opment { MEPALY), this would require a subsantial
improvement in the climate for private invessment,
which in tum would depend on actions 1o restore peace
and political stability; improve governance, mfrastrc-
mure, health, and education; liberalize markeis and trade:
and address the HIV ZAIDS pandemic, Achieving these
goals, Direcrors underscored, would require the Brancial
support of the intemational community and greater mar-
ket access for the expors of African countrics,

impac! of Institutions on Economic Performance
IFrectors cbserved that improvements in instipumcnal
quabity are found o raise the bevel and growth rare of
GDP per capita, and lower the volatliny of growth, On
the basis of these findings, Directors agreed that devel-
oping countnes would significantly build up their
economic performance if they improve the quality of
their imstitutions, while maintaining sound macroecs-
noic policics. In the Board's view, some general
principles might frame the serengthening of st
oons. For example, successiul market-based economics
necd istitutions that protect property aghts, uphold
the rule of law, provide appropriate regulation of mar-
kets, support macrocconomic stability, and promte
social cohiesion and ssability,

Irsrinurional design and reform woald mevitably have
significant country-specific elements requiring adaprarion
and Evovanion to suit local conditone, Dircoross
stressed. Some key elements of instinutiomnal reform
include greater competition, including through trade
openness, which can help rein in the power of vested
imterests, and brosder information fows and rans-
parency, which can improve policy chodces and reduce
thee scopc for cormuption. In addition, extermal
“anchors,™ wuch as those assockared with the ELT geces-
son process, have abo proved effecuve for strengthening
instiputbons, In the final analysis; Directors felt, firm
domestic ownership and commutment remain the most
vital ingredients for institutional reform.

Global Financial Stability Report

The Clabal Finaucial Stalility Repart (GFSR) was
introduced in March 2002 o provide timely and com-
prehensive coverage of both mature and cmerging
finmancial markets and o identify posental faul lines in
the global financial system. The Executive Board dis-
cusscd four issues of the repon durng FY2003, with
the last discussion eocumng in March 2003, Discus-
sions covered both recent developments and topics of
special interest.

Key Developments
Ag thear J-l"rl_'llI 2002 discussion, Dircctors noted thar, in
the context of an improved global economic gutlook,
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CHAPTER 1

ne imaminent threat to global financial stabilivy was evi-
dent. Stock prices were broadly unchanged in the
United Staves and Europe in the first quaner of 2002,
cven as concerns over the recovery and quality of
repovted eamings weighed heavily on the stock prices
of highly leveraged firms and of firms that had been
active in mergens and acquisiions. At the same time,
emerging market bond and equity markets had rallied,
reflecting new inflows from dedicated investors and
ingreased inperest from crossover ivestors, Boad mar-
ket flows o emerging markers had increased during the
first qquarter of 2002, Directors noted, which, in spire
of decreased overall capital flows, had allowed many
governments to satisfy substanmal pomions of their
2002 financing needs,

Conditions in global financial markets had deterio-
rared significantly by the time of the Board’s second
session on the GFSE in Angrest 2002, reflecting ercading
investor confidence and heightened risk aversion. A
combination of corporate camnings disappointments,
increased investor pessimism and uncertainty about the
carnings outloak, and further corporane accounting
scandlals had mhggered repricings and volanlity ina
range of markers. Higher-risk borrowers, including
those in emerging markets, faced tighter terms of mar-
ket aceess as investors had reduced their appetite for
risk. In addition, portfolio rebalancing by internarional
investors appeared to have contributed to dowmward
pressure on the ULS. dollar and cn LS, aseer prices,

At their November 2002 meenng, Directors noted
that global investor sentiment in the third guarter had
continued to be weipghed down by concerns over the
strenggth and durability of the global economic recov-
ery, the prospects for corporate profits, and geopolineal
conditions, and that this contributed o the tenng by
credit quality and to continued difficult financing con-
ditions for higher-nsk corporate and severeign
borrowers. Emerging market countrics had continued
to face a difficult environment, characterized by wnusu-
ally high financial market volatility and increased risk
aversion, Directors observed, This environment, cou-
pled with earlier concerns over policy continuity in
some key emerging markers, resulted in a continuation
of sharply reduced Aows and tght external financing o
emecrging markets as a group, affecting in particular
nanirvestment- grade ssuers. Although in the primary
markets unsecured access had been effectively closed 1o
noninvestment-grade issuers in Latn America, broad-
based contagion had nevertheless been limited, with
investment-grade issuers and Astan and Eastern Euro-
pean issuers benehiting from relatively open access,

Inv the Mareh 2003 session, Exccutive Directors
observed that the global financial svstem had remained
resilient, despite significant geopaolitical uncertaintics
and a hesitant and uneven global cconomic recovery.
Markers continued vo work off the excesses of the
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equity asset price bubble, and the bursting of the bab-
ble had revealed underlving soructural weaknesses,
which required carcfully crafted pobicy responses.

In an unsettled international emvdronment, Dirccrors
mided, consumers, businesses, and investors had
remained on the sdelines, They felt thac this uncer-
taingy could persisg for some tme, In this difficul
environment, policies 1o improve market confidence on
a sustained basis would remain of critical imponance.
Direcrors underhined their endorsement of continued
supporive macroecononic policies and wide-ranging
measures in the structural arca to address underlying
market vulnerabilities.

Maojor Financial Centers

In the March session also, Directors noted that a grad-
ual improvement of Anancial condithons in mature
markets had begun o take hold, and, in particular,
L5, howschold and corporate sectons” balance shects
had strengthened somewhat. This progress was srill
fragile, they cautioned, and underhving vulnerabilitics
would require continucd vigilance and policy attention.
The corporate sector in 3 number of countrics fced
growing funding gaps in defined-bencfit pension plans,
as a result of lower equity prices and higher present val-
ues of penston labilities owing o bower interest rates.
Direcrors observed that improvement in the U5,
hiusehold sector's balance sheet rested crucially on
continwed strength in the housing marker,

The financial sector in the matire economies pre-
sented a mixed picture, Directors considered. While
banks with a strong retail franchise had performed rea-
sonably well, wholesale and investment banks had been
hard hit, Despite the awthontes” renewed initative to
tackle the situation, the persistent weaknesses of Japan-
ese banks remained a mamer of concem. A number of
Directors also highlighted the difficult situation facing
the German banks in a context of low carmings, high
costs, a deterioration in loan quality, and an erosion of
hidden reserves as a result of the decline in the German
equity market, Close monitoning of the detenorating
finaneial conditbon in the insurande sector in wveral
European countries was also nesded. Directors noted
that the protracted weakness of equity markets had
resulted in lower returns on assets and prompred sales
of equity holdings, in some cases, 1o comply with sol-
veney regulations,

The tendency of investors to remain on the sidelines
had resulved in a significant accumulation of high-
quality, short-term cash balances by retail and
institutionall investors. Directors saw the potential for
deplovment of these balances into more productive
ASSELS OCE IVeSLOr sentiment recovers as i generally
positive factor in the owtlook. At the same time, a
number of Directors cautoned that a sudden shift in
asset preferences and prices cowld exposc the unhedged
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positions of commercial banks and broker-dealers 1o
considerable interest rate sk, Stll others expressed
concern about the capital strength of the government-
sponsored mongage agencies in the United States, A
number of Dircctors also pointed to the increased sen-
sitivity to interest rate differentials resulting from the
sizable reallocation of net capital flows 1o the Unired
States away from equities and direct investment towand
fived-income securitics,

Emarging Market Financing
An unsupportive external environment, together with
investor concems over the risk of policy discontinuity in
key emerging marketr borrowers, had limited the avail-
ability and raised the cost of capital for most emerging
market borrowers throughaout most of 2002, Dircctors
were encowraged thar the easing of ghobal financial mar-
ket conditions in the fourth quarter had led to a
reopening of capital markets 1o many issuers, and that
investor concerma about the dircction of future polices
in somke major emerging market economics had abared.
However, this recent development should be seen
against the backdrop of the longer-term decline in capi-
tal flows o emerging market borrowers, which deserved
further attention, The contnued “feast or famine™
dynamic in the pamary market for emerging market
bonds highlighted the importance of self-insurance o
mitigate— through sound economic frameworks and
institutions—exstemally induced markes volarility,
Becent market developments provided evidence,
Directors noted, that more discriminating investors were
responding positively o the sustained pursuit of sound
policies. Nevertheless, it would remain important to
consedidare this encouraging development and further
reduce risks of coitagion. In particular, Directors high-
lighted the imporance of farther effons, incloding by
the IMF, to help investors distinguish among bormowers,
and of policies aimed at promaoting finzncial stabality.
They welcomed the improvements in banking sector
regielation and capimalizanon in many emenging markeis.
Progress had varied by region, however, and they noted
that further measures were needed w0 bolster domeestic
banking systems, Directors weloomed the recent
waance by Mexico of a bond that included collective
action clases [CACs; sec Chaprer 3), and encouraged
other issuers 10 include CACs in futore bomd place-
menis. They encouraged IMF staff o provide members
with the mecessary advice to further this am.

The GESR™s primary purpose is 1o point 0 weaknesses
and vulnerabilities in the global financial system so that
policymakers can take sreps to prevent crises. During
FY2003, the GFSR suggested a vanery of policy
actions, and Direcrors highlighted several policy mea-
sures that, taken together, should help ward off an
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cxcessive cuthack in risk raking, rebuild investor condi-
dence, and sorengthen the markers” self-correcting
mechanisms, At the Awgnsr 2002 Board meeting,
Diircctors stressed the importance of cominwed finan-
cial surveillance by the IMF, including through such
instruments as the Financial Sector Asesment Pro-
gram (FSAP) and Reports on the Observance of
Standards and Codes {ROSCs). They called on finan-
cial regulatons to be vigilant for signs of further
weakness in key institutions and markets. In advanced
countrics, policies should continue wo suppor eco-
nomis activity and an orderly reduction of imbalances
over the medium perm. In addition, Dircctors empha-
sized that strong implementation and enforcement of
Steps o Improve corporaie governance, accouning,
disclosuire, and transparcncy, together with close moai-
toring by national authorities and the IMF, would be
helpful to strengthen markets” self-correcting forces. In
emerging market countries, strong policies to bolster
macrocconomic and financial stability would help
imvestors 1o disciminate more cleardy berween coun-
trics s investment destinations, Natonal authonties
should also encourage the development of sound and
diversified domestic financial systems,

In November 2002, Directors emphasized that
macrocconomic policies in the advanced economics
should remain responsive to any signs that cconomic
recovery might be Rlterng. Speedy conclusion of the
Dioha trade negotiations and implementation of other
trade liberalization moves would improve confidence
in economic prospects, and provide emerging market
countrics with an apportunity to increase their cx-
port carmings and, ultimarely, strengthen their debt-
sepvicing capabilities. Supervisors of nonbank financial
institutions, particilardy insurance companies—and, in
a number of cases, pension funds—should be vigalant
for signs of agnificant capitl crosion stemmang from
falling asser prices. Furthermore, the increased reliance
of financial institooons upon oredit risk transfer insor-
ments to manage their nsks warranted enhanced
disclosure and regulatory scruting.

The continued ability of somc emerging markets po
tap international capital markers in the then-current
environment, in Dirccvors’ view, illuserared the impor-
tance of strong commitment to the continued
implementation of policics aimed at maintaining
macroeconomic and financial stability and strengthen-
ing institutional frameworks, More generally, Directors
stressed that firm commitment 1o the preservation of
property rights, the rule of law, transparency, and sta-
biliry in the legal and regulatory frameworks were key
1o fostering, investor confidence and building a stable
investor hase,

In March 2003, Dircctors saw a continued necd for
strong confidence-building measures, In the structural
area, Directors highlighted the need for legal and regula-
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rory framewarks to support corporare and financial sector
restructunng. In the case of Japan, the low profitabilioy of
Japanese financial stiputions and the problem of non-
performing loans were in necd of ungent comective
actiom, German banks, Directors also observed, would
need o address their low camings through cost reduction
meaxsures, including consofidanon,

Drirectors observed that the *feast or famine™
dynamic in emerging market financing and persistens
credir tiering underscored the need for the consistent
implementation of sound macrocconemic polices. In
addition, they encouraged continued measires 1o
deepen local secunities markers, which could help pro-
vide a buffer against changing ghobal financial
conditions.

Financial Market Adtivities of lnsuronce and
Reinsurance Companies

Anather major theme highlighved by the GFSE was the
robe of insurers and reinsurers in global financial mar-
kcts, At the May 2002 Board mecting, Directors noted
thar such companics had become an increasingly
important class of institutional investors and financial
intermediaries, which conveved important benclins wo
inrernational financial markets by adding to marker lig-
widity and the diverdty of market participants, In this
contexy, more mformation would need o be made
available on the market activities of inswrance and rein-
suranée compaibes, by category of insurance (such as
life and non-life insurance j, and particulbarly in newer
market segments such as credit dervatives. In additon,
Drirecrors suggested thar the regulatory and supervisory
frameworks might need 1o be modified to reflect these
companics’ expanding asser-marker sctivites and any
anenidant implications for financal stabilsty,

The inrernational systemic risks associated with
imsairers’ financial markets acavines, Direcrors broadly
agreed, seemed relatively limived compared with those
of the major internationally active investment and com-
mereial banks, Mevertheless, uncerrainnes remained
about whether insurers” capitalizanon and nsk manage-
ment systems fully reflected the nsks asociated wath
their expanding financial marker activities, There were
also questions about whether these activities con-
rributed to a migration of financial nsks from the
banking to the insurance sector. These jssues compli-
cated an assessmient of the potenial systemic risks
associated with the expanding financial markets activi-
tics of insurance and reinsurance companics, and
underscored the importance of improved disclosure
and trRnsparency’.

Promoting Local Securities Markets
I their May 2002 mecting, DHrecoors also noted that

the expenience with the banking crisis and the loss of
acoess 1o intermational capital markets during the Asian
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crisis of the lare 1990s had emphasized the need o
develop local securities markets to provide a mare sa-
ble source of sovercign and corporate funding.
[rectors constdered that the relitvely low dollar
equivalent rerurns on emenping sacker cqmitics over the
past decade underdined the need bath for more stable
macrocconomic conditions and for an adequate domes-
tic and intemational investor base for this asset chiss.
The migration of top-quality emerging market corpo-
riles to major marure market financial centers,
Directors noted, had taken s toll on the guidiny of
emerging equity markets, and they emphasized tha
improvements in the trading infrastructure in emerging
markets wonld be crucial for expanding cmerging mar-
ket equitics as an assct chass,

At the Board"s Asgust 2002 discussion, Dirccton
endorsed the development of focal bend markers as an
alvernative source of financing, and were encouraged by
progress made in this area since the Asian crisis. While
by o meeans a panacea, local bond markets could miti-
gate the adverse effects of lost access o internarional
capital markets or bank credit, while widening the
meny of instruments to deal with inherent currency
and maturity mismatches faced by emerging markets
borrowers, Well-developed primary and secondary mar-
kets, and the roles of foreign investors in these markets,
were important, Directors emphasized.

Diapive their rapid growth, emerging local bond
markers remained o small part of the increasingly global
bond market. Directors stressed that the deepening of
the local government bond market should not come a
the expense of depth in the corporate bond market,
where progress had often been shower in part as a resubt
of crovwding out by the government soctor.

At the Noveniber 2002 mecting, Directons welcomed
the dscussion of fimencnd derivaires in enverTERg war-
ket eceronmics, noting that the rapid cxpansion of these
mstruments over the past decade was among the key
factors Bcilitating the increase in global cross-bosder
capital Bows. Emerging derivatives markets present
opportunitics as well as ceresin risks, they observed.
While denvatives could play & positive mle in con-
tributing to 3 more cfficent allocation of nsks in
fimancial markers, these imstraments could alse be wsed
by aviid prodential safeguards and take oo excessve
leverage, In some of the recent emerging muarket crius
episodes, Diirecrors nored, the rapid unwinding of
derivarive positbons had sccelerated capital outflows
and exacerbated the cnsis dynamics, although it was
wreswed thar derfvathees were not the ultimate cause of
the crises. Moreover, deep and liquid local derivatives
markets could help market parocpants oo poce and
manage the risks associated with investing in emerging
markers more efficiently.

Measures to swinere B rooth fiomcnioning af fecal
secwritics marketr—through, among other moves,
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improving marker infrasrscture and ransparency,
strengrhening corporate governance, developing Ligusd
benchmarks, and promoting a domestic institutional
investor base—were highlighved ar the Marel 2003 ses-
sion. Dhirectors stressed thar steps to develop local
seourities markets needed canciul sequencing, with the
development of moancy markers typically being a crucial
first step in developing bond and derivanives markets.

Directors cautioned against heavy resor to bonds
indexed 1o foreign currencics, which could increase vul-
nerability o external shocks and contribute to unstable
debt structures, However, inflation-indexed bonds
could be a useful instrument to decpen local bosd mar-
kets, While local derivatives markets could fcilivare the
management of financial risk, Directors stressed that
the development of such markets needed to be based
on a strong supervisory and regulatony foundarson.

Although local secunties and derivatives markers had
grown substantially over the last years, Directors
observed that they had not ver developed enough to
provide full insurance against the closure of banking or
inpernational markets, which in many cases may remain
a remote prospect, [Directors supported continued
cfforts to develop these markets given their potential wo
improve cmenging markers” resilience.

Finally, the Executive Board agreed with IMF Man-
agement’s suggestion to shift the GFSR from a
quarterly to a semiannual publishing schedule begin-
nimg in March 2003,

Regional Surveillance

Ceniral African Economic and Manetary
Community

In Junc 2002, the Board discussed developments in the
Central African Economic and Monetary Commumnity
(CAEMC), whose members are Cameroon, the Central
Adfrican Republic, Chad, the Republic of Congo, Equa-
tortal Guinea, and Gabon, Direciors commended the
authornties of the CAEMC countries for their contin-
wed efforts to intensify regional economic integration
and surveillance and o harmonize macrosconomac
policies. Direcrors welcomed, in particular, the adop-
tion of new convergence critenia and of a framework for
surveillance over macrocconomic polickes—while not-
ing the meed 1o build on this progress by strengthening
aspects of implementation. The IMF's dialogue with
CAEMC, in Directors’ opinicn, was a valuable comple-
mient to it bilateral sunveillance over the member
countrics of the region,

Developments in world oil markets had permitted
CAEMC countries to susiain satisfactory—albeit some-
what uneven—economic growth, and 1o increase their
international reserves subseantdally,. Monetheless, Direc-
rors considered thar domestic demand had been

allowed to grow too strongly—reflecting a rapid expan-

IMF SURVEILLAMCE IN ACTIONM

sion in coedir granted by the regional central bank

and a procyclical fiscal policy. This had led 1w a rise in
inflation and a detenoration in the external balance,
Drircctors believed thar the inernational reserve posi-
rion and external competitveness of the region
rermaincd broadly adequare. However, they stressed
thar the macrocconomic situaton warranted a dgheen-
ing of financial policies.

Discipline in the public finances must be the foun-
dation of price and exchange rate stabilivy, Dirccrors
undemscored. While recognizing that the current fiscal
position is strong, they considered that the manage-
ment of the public finances could be improved. In
particular, they urged thar the relevant convergence cri-
teria be adjusted wo rake into account the impormance of
oil revenues for most of the coomomics in the region; at
prescnt, a significant increase in the world oil prce
resulved im a procyclical rise in public expenditure. They
suggested, for example, thar fiscal goals could be bascd
on a longer-term trend of oil prices, instead of the cur-
FEME rice.

There was potential merit, Dircctors observed, in
the planned cstablishment of an oil revenue stabiliza-
tian fund, which could serve as a buffer against odl price
fluctuations. For such a fund o be effecrive, regional
surveillance over fiscal policy must be geared to avoid-
ing procvelical spending and take into account
developments in the non-oll deficie. There was support
for the creation of a long-term savimgs fund as one of
the routes available 1o benefit future generations—poo-
vicded it were set up with appropriate safeguards and
offercd adequare retums,

Tuming to monctary policy, Directors welcomed
the plan o phase out starutory ceniral bank financing
of government deficits, although it was questioned
whether 10 vears was nod too bong a time frame for
doing so. Begional financial markers were not well
developed, Dirgcrors noted, and this inlubited the use
of open market operations and other indirect monetary
policy instruments. The sale of government bonds to
substitute for central bank financing would help
develop domestic money and capiral markers and thus
further strengthen monetary conteol. However, this
reform woubd require o number of kegal and instito-
tiomal changes and would necd to be prépared
carcfully, Dircctors supported the increase of commcr-
cial bank reserve requirements, provided these wene
adeqguately remunerated, as an important step o
enhance the effectivencss of monctary policy by reduc-
ing excess Houidiny. Changes along these Hnes would
allow the regional central bank to pursue its goals maore
effectively and counter the recent unduly rapid growth
of credit,

Regional financial integration requires a well-
functioning banking system, Directors noted. Progress
had been made in strengthening bank soundnes in
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recent years, bur there was scope for further improve-
ment. They commended the authonries for their effons
tor puk in place an efficient regional payments system.
Noncthcless, they stressed the noed 1o go further in
making effective the common banking license and
developing a well-functioning interbank market—
thereby ereating a fully fledged reghomal moncrary
zone. The authonnies” determinaion o address prokb-
lems of the arbitrary attachment of bank deposits was
wielcome, but Directors urged further sieps to
strengrhen the finandial framework and infrastrecture,
and they called for addisonal resources to be provided
to the regional supervisory agency (the Central African
Banking Commission, or COBAC) 1o enable it to work
effectively.

Much remained to be donc to implemcent fully the
goal of a single market i the region, Dincciors nored.
Thus, they webcomed the member countrics” decision
to further liberalize trade through a simplification of
the structure of the common external raff and a
reduction of average tanfi rates. Direciors stressed the
importance of reducing bamers to trade in order o
achieve an outward-looking customs union, and they
welcomed a project to take stock of remaining regional
barricrs, with the help of donor countries, Member
countries necded o fully implement the agreements
they had reached, and thus demonstrate their commit-
ment to putting regional integration goals above
scctoral interests. Several Dircctors also noted that the
region’s exports of cotton were adversely affecred by
subsidics in advanced economics,

Technical pssistance o CAEMC memberns—
especially in the arcas of rade reform and monetary
MANIEEment-—was important 1o strengthen the
regional integration process, Directors undersconed.
They weleomed the amendment of the CAEMC Treary
o create an action group to ocombat moncy laundering
and the fimancing of terronsm, and urged speedy pas-
sage and implementation of the proposcd regional law
addressing these acuvities.

Mwnmﬂndm Policies of the Euro
Area and Trade Policies of the European Union
In October 2002, the Board discussed the monctary

and exchange rare policies of the curo anca and the
trade policics of the Buropean Union,

With regard to the mowerary and exchange rate poli-
ctes of the enve area, Directors congratulated the
authonties for the smooth and succesiul changeover 1o
curo notes and colns at the beginning of the year,
which marked another milestone in European integra-
thon, However, overall economic pedformance in the
cuiro arca had been disappoinnng, with growth weaker
and inflation higher than had been expected. While
unanticipated shocks—including oil price increases, ans-
mal disgases, the extemal dowdown, and Anancaal
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miarket turmoil—contributed po this setback, the como
arca showed a greater-than-antcipared vulnerabiliny to
shocks, In particular, structural ngidines were underdy-
ing factor responsible for the continued dependence of
activity on forcign demand and for the persistence of
inflationary presures despite weak domestic demand.

In Diirectons’ estimation, the recovery would be
rather gradual, with indicators pointing 1o continued
tepid growth in the near term, The recovery was
expected to pick up in 2003, led by consumption, as
past price shocks dissipated, and in step with global
developments. This would be helped by the overall
sound economic fundamentals and the progress
achieved on serictural reform, as reflected in the rela-
tive robustness of the labor market. Nevertheless,
Directors noted considerable downside asks, including
those relaped 1o the fragile exrernal environment and
the impact of the recent turbulence in financial mar-
kcts. Policics should focus on increasing both the pace
and robustness of the arca’s performance, Dircctors
agreed, thus helping to strengthen world grovwah and
facilitate an ordedy adjusement of intemational pay-
ments imbalances. Macrocconomic policy in the peniod
ahead would need o mke account of possibly height-
ened uncertaingy, and decisive sction on structural
reforms wiould be key to lifting the curo arca’s growth
potential and reducing its vulnerability 1o shocks.

Monetary policy had continued 1o strike the right
balance between the nsks of inflagon stemming from
adverse onc-off supply shocks and the ongoing weak-
ness of activity, Direcvors considered. With the recovery
cxpected po be gradual and inflation expecied 1o move
back below the European Central Bank's 2 percem
upper limit for price stability, Directors agreed that
manetary policy should maintain an sccommodative
stance. In view of the predominance and recent
increase of downside risks o the recovery, they consid-
ercd that a clear bias oward further monetary casing
wold be appropriate,

The steps taken by the ECE wo further clarify o
market participants the reladonship berweéen the mone-
tary framework and the policies thar isue from that
framework were welcomed by Dhirectors. They saw the
de facto narrowing of the range of desired inflation
outcomes o the upper half of the 0-2 percent official
definition of price stability as a wsefil step towand bal-
ancing the benefits of an ambitious inflation objective
against the benefits of providing for easier adjustment
o shocks and guarding against the risks of deflation.
Directors also welcomed the ECB's move poward inte-
grating broader financial market and real developments
ineo s analysis of monctary developmenes. However, a
number of Directors considered thar developments in
the monetary aggregates are useful for predicting infla-
ton only in the longer term. Therefore, these Directors
suggested that less emphasis be placed on the robe of
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developmenis in monetary aggregares, which should be
wesed primarily as long-term information vanables o
supparnt policy deasions, Several Directors highlighted,
in this comtext, thar money and credic developaents
can provide valuable sigmals of emerging financial
imbsalances that could lead to asser price bubbles.

The appropriatencss of the Stabiliry and Growth
Pace (SGP) as 3 fiscal framework for the euro area was
discussed by the Board, and in particular how it should
best guide the adjustment of members that had not yer
met the Mact’™s consolidation ebjectives. Directors gen-
erally considered the SGI* 1o be basically in line with
the requirements of both the arca members and the fis-
cally decentralised monctary union and 1o provide a
torward-looking framework that is reasonably well-
uncid to the long-term pressures and debt
sustainability issucs stemming froam the costs of aging
populations, However, several Directons considered
that the S3GP's standing had been hurt by public per-
ceptions that countrics were held accountable for
achieving nominal balance targets regardless of cycheal
developments, resulting in procyelical fiscal policy
responses. Therefore, these Directors welcomed recem:
announcements emphasizing the focus on structural
balances, although a few Directors cautioned thar these
may be more difficult o explain o the public.

The recent collective reaffirmation by the euro arca
authonties of their commitment to avoid excesive
deficits and to uphald the SGI' abjective of achicving
and maintaining budgerary positions close o balance
o in surplus over the economic ovele was welcomed by
the Board. A coordinated consolidation approach
would be belpiul for further enhancing the credibiliny
of the Pact. Directors also noted the positive role that
the Pact had played in supporting most members of the
curer arca in achieving an underlying fiscal position thar
was chose 1o balance or in surplus. They welcomed
these fiscal consolidaton efforss, and urged thar fiscal
policics in these countries allow the antomatic stabiliz-
ers 1o operate fully, as envisaged by the Pacr,

In several countrics, most notably the chree largest,
fiscal adjustment had lagged, in particular during pen-
ods of strong growth, These countrics, Directors
suggested, Bced the particular challenge of striving wo
maintain the ambitious medium-term targer of achiey-
ing fiscal balance while being cognizant of the
shorter-term fragility of the cyclical outlook and the
demand implicarions of adjustment. Meeting this chal-
lenge would require choosing a path of adjustment o
medium-term fiscal targets that both signals credible
adherence to SGP rules and maintaing 3 actainable
pace of consolidation. In light of this, Directiors
endorsed the view that the best way forward would be
a concerted and credible commitment by the three
largest countries to adjust their underlying fiscal posi-
tions by ar least ¥ of 1 percent of GDI per year over
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the next several vears unnl they reached close-1o-
balance structural posttions. Such an approach would
impart needed fiscal credibility at both the national and
arca-wide levels, which could significantly lessen the
shor-term negative demand effects of the adjustment,
particubarly if fiscal consolidibion is anchored in expen
diture reforms. They also saw 3 need for 3 compre-
hensive understanding thar—provided the 3 percemt
limit is not bresched —the automatic stabilizers should
be allowed o play fully around those adjustment
paths.

The scope for raising the area™s potential through
structural reforms remained large, Directoms stressedd,
and it had become incrcasngly urgent to implement
the remaining reform agenda with perscverance, in
particular 1o suppor the reabsorption of labor, Direc
rors welcomed the “new BEuropean paradigm™ of
cimployment-intensive grosth, bur noted thar as she
employment-generating cifecs of pase reforms wear
ooft, further labor market reforms—togerher with con-
pinued wage restraint—would become an increasingls
pressing prioriey to maintain the paradigim and bolsyer
the area’s resilience. Mnoney should be given, Direciors
also emphasized, to the further integration of prosduc
m;:'{u;h—.l J|::||11:-|I,||:'u.'|||11e, ratum.all; ﬁ:lr ||'||,' I'L' 'S
ewistence thar continues o be hindered b the slis
progress in liberalizing trade in services. The noew
impetus b, and awarencss of gains from, fnancial sce
[ yalg :Il'il!rj‘.:,ralh:lrl LU LY 1.'|'v|;l|.'|::|n1:|.{. a.1'lr].| |'|.'|. l.|'|.|l|. cimibe st
Directors noted, in particular, the agreement on the
Lamfalussy process for specding up the implemeneation
of the Financial Services Action Plan in securitics mar-
kets, and the recent agreement on I8 cstengion o the
banking and insurance seciors

Directors acknowled ged thar area-wide statistic
wiere adogquate for surveillance purposcs bat called for
improving the dmeliness of quarmerly natkomal acooamis
dara, and the quality of labor marker and showr-term
business cvele statbnea

With respect 1o srade policier of the Exropean Union
(EU}, Drirectors enphasiced that, given its prominemt
role in world trade, the EL! has a special responsibilicy
o pursyie Bberal erade and agrcalteral policics,
improve access to developing country expers, and
advance the agenda of multikareral trade liberalization
They wekomed the leading rele plaved by the EL in
the successful launch of the Doha round of trade nego
tiaticns and the priosny given by EU rrade palicy 1o
further liberalization and beter trade rubes in the mul-
tilateral context. They were encouraged by the face thai
further escalation over transatlantic trade dispures,
which could have undermined progress under the
Daoha round, kad so far been avoided, Beform of the
Cearmnmso .."'le.:ullur.ll. Pobev (CAPM) should be a kev
policy priority for the EU, Directors considered, ghen
the costs it imposes on EL consumers, trading par-
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ners, and agricultural markets. The proposals under the
mid-term review of the CAP, which involve delinking
financial suppon from production, were seen as a first
crucial step in this direction, Directors called for deter-
mined political leadership in order to pursue reform
comprehensively, including elimination of agriculoural
cxport subsidies,

The EU"s commitment to increase developing coun-

trics’ access oo its marker was welcomed by Directors,
and they urged the EU 1o go further by being prepared
tor eliminate or reduce tanff peaks and anfl escalation,
especially on expors of developing countrics, In rex-
tiles and clothing vrade, quota removals should be
sccelerited in order to help smooth the adjustment in
both ELT industries and in those developing counery
supplicrs currently protected by the quors sysrem.

Eastern Caribbean Currency Union
In Jamary 20013, the Board discussed recent ecomomic
and palicy developments in the Eastern Canbbean Cur-
rency Union, which comprises Anguilla, Antigua and
Barbuda, Dominica, Grenada, Montserrag, St Kits and
Mevis, 56 Luda, and St Vincent and the Grenadines,
The region had faced a senes of harmiful shocks,
Direcrors observed, including natural disasters, reper-
cussions from the events of September 11, 20001, and
the global economic sloawwdown. In parmcular, the
weakness of the toursm sector had contributed o an
unprecedented overall decline in GIDTF in both 2001
and 2002, These developments had worsened the
region’s difficult economic challenges, but Directors
stressed the urgency of addressing these challenges
with determimation. Prionty would need 1o be given
to correcting the decpening fiscal imbalances and 1o
safeguarding the stability of the currency board
arrangement and the financial system, At the same
time, structural reforms should aim ar strengthening
the region’s competitiveness and growth potential.
Efforts at fiscal consolidation and stabilizing, public
debt ratios, Directors noted, réguire a range of actions.
Expenditure measures should include wage restraint,
improved public expendinure management (informed by
World Bank public expenditure reviews ), and greater
focus on public sector investment projects that are
gearcd to growth and poverty reduction and funded
kargely by grants and concessional loans. To strengthen
the revenue effort, Directors urged an cardy reduction
in tax cxemptions and discretiomnan concessions, amd a
broadening of the tax base, preferably on a regional
basis and through the introducton of a VAT-tvpe tax
and reduced reliance on trade tanfs. Strengthened pub-
e debr management will also play a crudial part in
improving fiscal outcomes and lessening vulnerabilities.
The ongoing work coordinated by the Eastern
Canbbean Central Bank (BECCHR) in the tax, expendi-
turc, amd debr management ancas was wekcomed by
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Directors, They commended the ECCR for its effors
to support fiscal reforms in the region, particularly in
the context of stabilizaton programs, and saw the fiscal
benchmarks being developed as a useful commatment
miechanism to improve fiscal performance. The fiscal
mrthorities necded vo take full ownership of these
regronally coordinated initiatves, Directors stressed,
and their full and determined implementaton would
be key to ensuring fiscal sustainability. Pecr revicw and
the regular monitoring of members” performance
against the benchmarks would help ensure that all
members achicve—at a mintmum—the benchmarks
over the medium term. Direcrors also undersconed the
need to improve fiscal transparency and governance in
the region, and suggested thar fiscal ROSCs for the
miembers of the ECCB would be hellphul in this
regard.

[rectors noted the mixed assessment of the health
of the financial systems in the member countries, and
called for micasivres to cnsure bank soundncss going
forward. They welcomed plans to strengthen the
domestic bank supervisory and regulatery regime in
accordance with the Basel Core Prnciples, as well as
the amendments to the Banking Acy and the ECCB
Agreement Act, and looked forward o their cardy
enactment. Establishing uniform agencies in cach juns-
diction to regulate nonbank financial institutions and
the offshore fnancial seotor was a muanter of urgency,
Directors stressed. Froblem banks needed to reduce
their nonperforming loans and would, in some cases,
have o be recapitalized.

Recent progress towand strengthening regulation
and superasion in the oflshore Anancial scowor was wel-
comed by Dircorors, but prospects remained dim for
sustaining a vibrant offshore industry ever the medam
rerm in the region, While efforts to raise supervision o
inrernarional srandards needed o continwe, it would
also be impomant to work toward mechaniems o pre-
vent the cost of supervision from outweighing the
averall economic benefits of the secvor, MHrecton
encouraged the authorities to keep up the momentirm
in their effors 1o strengrhen the mechanisms to com-
bar money laundering and the financing of termensm,
They suppormed the provision of IMF rechnical assis-
tance for this purpose, and looked forward o the FSAD
exercise, t0 be conducted later in 2043,

The monctary and exchange rate system operated by
the ECCB had generally served the region well in the
past, Direcrors considered,, and they noted the ECCR's
high currency backing ratto and comiortable level of
inrernational reserves. They caunoned, however, thar
preserving the exchange rate peg going forward would
reqquire sustained fiscal consolidation and a decline in
public sector debt, a sound and well-regulated Ainancial
sector, and strengthened effons o increase the region”s
competitiveness, Some Directors encouraged the
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suthorities 1o keep the currency peg under review, The
authonties were also encouraged o abolsh the floor
on savings deposit rates in order to increase the respon-
siveness of interest rares o liquidity conditions.

Determined efforts o strengthen external competi-
tiveness and achicve sustainable growth were imponant,
Diirectors underscored. This would require serong wage
resgraint, and efforts to increase the fexibility of the
labor market and enbance the skill compositon of the
laborr force., Direcrors aleo highlighred the benchis that
members of the currency union woukd obeain from
decper structural reforms to improve ciicency as they
advanced toward greater regional and ghobal integra-
tion, They supported the goal of creating an economic
union by 2007, and encouraged the authorities o
accelerate intcgration plans that would position the
region to take full advantage of the anticipated Free
Trade Arca of the Americas and fcilitate adjustment to
the prospective loss of EU trading preferences for key
agricultural products. Stronger efforts towand privatiza-
ton, trade liberalization, cvil service and public sector
reforms—including pension reform—and imprive-
ments in the business emvdironment were also needed,
Directors noted. The region would need appropriate
rechnical assistance v support its inegration efforms.

Directors underscored the importance of strengrh-
ening economic statistics and addressing remaining
weaknesses thar hamper the quality of economic analy-
sis, Improsement s mast urgent in the natonal
accounts and labor statistics, while further efforts are
required to improve the quality, transparency, and
timeliness of economic dara.

West African Economic and Monetary Union
In March 2003, the Board discussed the recent eco-
nomic developments and regional policy issues with the
West African Economie and Monetary Union
(WAEML), which comprises Benin, Burkina Faso,
Core d'Ivoire, Guinca-Bissau, Mali, Niger, Sencgal,
andd Togo.

The strong economic expansion in the WAEMU
region in the aftermath of the 1994 devaluation of the
CFA franc had slowed, Direcrors observed. The contin-
wed uncertainties posed by the unsettled political and
cconomic situation in Coge o Ivoire {the largess econ-
omy in the WAEMU), the delaved global economic
recovery, and the possibility of high oil prices resulting
froum war in the Middle East, along with persistent
structural and institutional Agidities across the
WAEMU membership, weighed on the region’s
growth prospects, An early economic recovery and
reestablishmicnt of political stabality in Cote dIvoire
would be essential for regional GDP growth 1o resume
at a pace consistent with poverty reduction in the
region, Darcctors recognized, They considered thar the
WAEMU was at a crossroads: member governments
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needed o march their polincal commitment 1o
WAEMLU with strong actions to decpen the regional
integration process in the Boe of the sefous uncemain-
ties abour the economic outlook.

Directors commended the authonties of the
WAEMU for the progress achieved in regiomal integra-
thon sinee 1994 including the esrablishment of a
customs union and an economic union, However,
some important cegional reforms remained to be imple-
mented. Direcrors therefore concurred with the
decision o extend the timeble for economic conver-
genee of the member states to 2005, They stressed that
determined further fiscal consalidation by all the
WAEMLU members over the next few years would be
necessary to meet the ambitiows tmetable. The
strengthening of regional institutions and greater polit-
ical commirment on the part of member countrics
would also Facilitate the removal of the remaining
obstacles to intraregional trade and the creanion of a
ﬁ.lll-chﬁ,Epd CUsEeanas amon and a ainE]l:' rl'l..lrh-l:t.

The prudent monctary pobicy of the Central Bank of
West African States { BUEACY) had kept inflation low
and the coverage of base money by foreign reserves
adequate, Direcrors noted, despite the weakening of
cconomic performance of the WAEMU member coun-
tries. They considered that further steps would be
required 1o streamlbine monetary policy instruments and
1o improve the funcrioning of the regional interbank
market. They urged the authonbes (o pursue a mone
flexible interest rate policy, and o lay the basis for
replacing the current differentiation of reserve reguire:
mycnirs with 3 uniform reserve requirement ragio for all
membsers at the appropriate time. The shift in govern-
ment budger financing from central bank dircet
advances to the issuing of sccuritics on the regional
capital market was welcomed by Direcvors, bur they
noted that for the market to work optimally, close
coordinaton of monctary and fiacal policies across the
WAEMLU members, as well as strict observance of the
fiscal convergence critenion, would be cilled for, Devel-
opment of a deep and effective regional capital market
wonild greatly enhance the efficacy of monetary policy,
[Mrectors considered.

Directors noted the moderate improvement in the
financial position of the WAEMU banking sysrem and
emphasized the importance of further improvement.
Meassures to ensure the observance of prodential ratios
by banks, and to strengthen loan recovery mechanisms
and the judicial environment, would help ro mise the
standard of banks® portfolios. Reinforcement of the
authority of the Regional Banking Commission would
b cascnnial 1o ensure the cffectivencss of bank supervi-
sion and the adherence by financial instoutions 1o
prisdential morms.

The adoption by the WAEML Council of Ministers
af an anti-moncy -laumdering directive and a draft com-
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munity regulation on the freezing of lunds linked to
LErrOrist activities was supported by Direcrors, who also
urged member states v enforce strictly the relevant
laws and regulations.

Diirecyors welcomed the initnatives undemaken in the
past few vears o harmonize taxation, budger laws, and
gowvernment sccounts, and they noted that these initia-
tives and the steadfast implementation of the remaining
reform agenda will be crucial if the full benefis of eco-
nomic integration are 1o be reaped. The authorities
were encouraged to pursue the harmoniration of
excmptions and the adoption of 2 common investment
conde, which would help fevel the playing field and
remowve residual distortions, Directors welcomed the
establishmient of structural funds, which should help
redice regional dispanites, They abo encouraged the
establishment of a regional solidarity bank, which
should complement rather than compete against the
lending activities of microfinance institutions in the
context of poventy reduction cfforts.

The exvernal competitiveness of the WAEMU
cconomics is 5o far adequate, Directors agreed, but
these economies remained vulnerable to Buctuations in
the terms of trade. To maintain the region's external
competitiveness and its share in export markets, Direc-
tors recommended policies aimed at broadening the
productive base and diversifying the cconomics,
improving fctor productiviey, and reducing high non-
labor domestic costs, along with continued sound
macroeconomic policies. The authorties were also
urged to pursue regitonal sectoral policies aimed at
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addressing the underlying structural ngidities of the
WAEMUL economics.

The steps taken toward the implementation of a
commaon trade policy by WAEML! members and the
encouragement of intraregional rrade were welcomed by
the Board. A common external tanfl | CET) was being
set in place in all members. Directors also welcomed the
increase in volume in intraregional trade resulting from
the internal rrade lberalization underraken so far. At the
same nime, considerable scope for further liberalization
remained, and Directors encouraged the authonties to
chmanate nontantf barmers vo intrarcgional trade, as well
as the exceptions to the CET.

Mrectors recalled the decision by the Heads of Suare
of the Economic Community of West African Stares
(ECOWAS) w oreate a large singhe regional market,
and ultimarely 1o establish a common monctary
work. Achievement of this objective would require a
high degree of macrocconomic convergence among the
member countries, which at present was lacking, Direc-
tors acknowledged the strong politcal support under-
pinning the infegration process within ECOWAS, and
considered that the goal of achioving a ungle monctary
union in West Africa could serve a5 a useful anchor for
coonomic palicy, even though convergence remained
an ambitious objective and would take time, Member
countries of the WAEMU and the ECOWAS were
encouraged o intensify their cooperation in the arcas
of macroeconomic and sectoral policies and trade in
order to set a firm foundation for monetary and eco-
nomic union at the appropriate juncrure.
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Strengthening Surveillance and Crisis Prevention

urveillance lies at the heart of the IMF's efforts o

help prevent cconomic and Bnancial crises, The

Fund has raken a variety of measares in recent
wears to strengthen its surveillance, reflecting the
changing global environment, including the increased
importance of international capital flows, and drawing
on the lessons of imernational financial crises, These
mitiatives aim oo encourage members to adopt policies
and institutional reforms thar make their cconomies
maoee resilient vo potentially harmiul developments and
financial stress, support sustained and balanced global
growth, and contrbute 10 2 more stable intermational
financial system.,

Issues related o economic and fnancial globaliza-
tion were the subject of two TMF conferences and an
informal Board seminar in FY2003 (sce Box 2.1).

During FY203, the IMF reviewed several of these
key measures and took a number of addivonal steps
enhance it surveillance and contribution to crisis
prevention:
= The Board undenock reviews of the IMF's srarcpy

[ enbancing the effecivencs of itr mrveillnnce, and

determined ways to carry the agenda forward,

= Management and staff comtinued 1o develop a sys-
tem for moesing crists weduernbilities in countries that
are potentially exposed to capital account shocks.
This system enables the staff vo pull together, for
internal use, information on global economic and
market developments, analyses of vulnerabilities
and financing scenarios, cary waming indicators,
financial soundnes indicators, information on
vulnerabilities in specific sectors, and market ingells-
gence to judge the likelihood of incipient crises and
consider policies o forestall them.

* The Board proposed several improvements to asscss-
ment exercises under the IMF's staudarids aud codes
faeftimeree and the joint IMF-World Bank Fimaacial
Sector Asseinment Program (FSAP).

& Executive Directors broadly suppomed proposals to
cnhance data provigen for mrvdillance prpases,

* A new analytical framework for dele susainalbnilicy
assrsnmenty was adopted in June 2002 and by end-
April 2003 was being used in surveillance reports for

membsers with sgnificant capital market access; as
well as in reports on members' requests for use of
the IME's general resources,

* In Aprl 2003, the Board encdorsed further measures
to strengthen swrpeillance in program connirics,
partly in response to the Independent Evaluation
Office’s report on the prolonged wse of TMF
resources. | See Chaprer 4 for more details on the
IECY report. )

# The IMF took steps to carfy the sigials i conveys fo
official and private creditors about the strength of a
member™s policies,

# The IMF significantly advanced its contribution w
cornidniaig mmioney launidering and the financing of
werrorinn, including through the start of 3 12-month
pilot program in Cerober 2002,

Follow-Up to 2002 Biennial Surveillance
Review and Steps Forward
The fnancial vear saw twio folbows up discussaions by the
Executive Board of the 2002 Biennial Review of Sur-
veillance. The first, in July 2002, led o several
conclusions: endorsement of a new guidance note for
staff on surveillance, agreement on a first step toward
enhanced assessment of the impacy of the IMF's policy
advice, and measures to strengthen surveillance in pro-
gram countries, The second discussion, in March 20H13,
wias a more comprehensave follow-up: the Board revis-
ived the conclusions of earlier reviews, took stock of the
range of initatives already undertaken 1o strengthen
surveillance, and discussed a number of areas where
further work would be helpful,
Pasy reviews, Direcrors noted, pointed 1o five key
ingredients of cffeethve surveillance:
* pmely, comprehensive, and accurate information;
* focused, high-quality analvsis;
* openness to different perspectives o mainimize the
risk of “tunnel vision™;
¢ gffective communication of asesments 1o the
authontics and the public; and
* gdesired impact on members” policy decisions.
They observed that, building on the lessons learmed
from the Mexican and Asian crises of the 1990, a
range of steps has been taken in recent years 1o shape
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Rox 2.1 '

Mdthﬁﬂﬁuum on's benefits and cost
and about the policics that can Bmm:huﬁrnﬂbue-
fits are maximized and shared by all. Dhuring the financial
vear, rescarch on issues directly related 1o globalization was.
mummﬁﬂum |

The IME held its Third Annual Researclh Conference in
November 2002. The theme was Capiral Faur aud Glabal
mmmw a forum for exona-
mists from the Fund and ehewhere tu exchange views on
-m%ﬂuﬂnmwh IMEF's work.
ﬂmmmﬂﬂhﬁﬂﬂlﬂﬂﬂlhm

IMF surveillance to better mect these cntena, Never-
theless, there is scope for further progress in these
mgﬂng cifores, |ml:|.dm;|; the following:

unpm\mg dara provision to the IMF and data dis-

semination to the public;

# achicving more systematic financial sector surveil-
lance—in particular, through the Financial Secror
Assessment Program { FSA); and

= srengthening assessments of policy frameworks and
institutions against infernationally recognized stan-
dards and codes.

In addition, vilnerability assessmcnts have been
significantly bolstered, with betrer analvses of debr sus-
tainability and capital account developmenits, and more
consideration of market participants’ perspectives. Sur-
veillance in program countries is being sorengthened by
ensuring thar economic conditions and policies are
reassessed from a fresh perspective, Maoreover, regional
surveillanice is being reinforced by the multilateral sar-
veillance missrons to major emerging market financial
centers conducted by the International Capital Markers
Department to gather market participants” views on the
vulnerabilitics facing emerging market coonomics.
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Agenda for Further Improvement

Drirectors were generally of the view that the strength-
ened archivecture of surveillanee put in place in recent
years remains A sound framework for the conduct of
the [ME"s surveillance activities. The priority now was
to take full advantage of the potential of the present
framework by ensunng thar progress with implementa-
thon wis sustained and that the vasowas surveillance
outputs were adequately linked. In addigion, Dircciors
identified six arcas in which further work and reflection
ol be wsetful,

First, while a broad consensus has cmerged on the
types of policies that help to provide buffers againsy
cartside shocks, questions remain about the appropriate
candibrarion of the IMF's pd:-r_r advice in there areas, For
IMSEANCE, MECent CXPEnence in same emerging market
countrics suggests that prudent debe kevels are lower
than previously thought, and has focused new attention
on the size of rsks in highly dollarzed cconomics. The
IMF will be working to improve the analytical basis for
policy advice in such arcas, and vo identify critenia for
gauging the soundness of policies. However, many
Directors saw considerable difficulty in developing such
criteria without fBlling into a one-size-fits-all approach,
and cautioned against allowing such ¢ritena to trans-
form Article IV consulrations ingo a rating cxercise,
They also observed thar this approach should apply to
the whole membership as relevane,

Second, in order to strengthen policy advice, the
IMF will be lexoking ar ways po integrate insighes from
Erai-colEry experiences mare netematically into
surveillance.

Third, expenence in a pumber of recent crises sug-
gests that whether a country can implement policies
that peduce villnerabilities depends on the robustness of
its political instirutions and capacity to mobilize podizi-
cal consensus in favor of needed adjustment measunes.,
Given the importance of these politcal factors—reiter-
ated in the TEOYs evaluation of prolonged use of IMF
resources—the Board cncouraged the staff to enhance
its analysis mnd veporting of pelitical tcononey ioues. This
effart is to proceed in an evolutionary manner, based
on close dislogue with member countnes and building
on wrearment already sccorded vo such issues in post-
conflict cases and in countries Bcing severe governance
bsies. Many Directors cautioned, however, that che
staft has fimived expertise in palitical analvsis and thar
political economy considerations should not undermine
the technical quabty of its palicy adwvice.

Fourth, policy imnatives on transparency, global and
regiomal surveillance, and surveillance over systemdc
ctfects of members’ rade policics have been designed,
in part, to enbamce o impace of the IMF's advice fo
atersically and ropienally impertant cooirio—
particulardy the major industrial countrics, whose trade,
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STREMGTHENING

macroecoiomic, and financial policies have major
repercussions o other members and the system 3= a
whale. However, in view of the widespread concern
that the views of the IMF on such members” palicies
are still not taken sufficiently into account, Directors
saw scope for further effors o draw attention oo the
positive and negative effects of systemically and region-
ally important countrics” policies, including the global
impact of their trade policies.

Fifih, the IMF must continue to grapple with the
trade-affy beriiveen the goals of trangparency and coirdor
in the IMF's policy assessmenits anid prescriprions,
Drircctors agreed that a key challenge is to preserve full
candor in the staffs diagnoses and prescriptions to the
Board. Subject o that overniding abjective, effors
should be made to continue boosting rates of publica-
von of staff peports.

Sixth, Directors supported the ongoing cfforts 1o
endnce the vole of sureeillance in program connries,
including through a special guidance note to staff that
will bring together the varous steps taken to help
ensure an independent assessment of cconomic condi-
tions and policies and 1o present this fresh perspective
at a time when it is most beneficial,

Several steps are already planned to move the palicy
agenda forward, Direcrors noted. These include the
review of the framework for debt sustinability assess-
ments; work on the feasibility and desirability of
adapring the Contingent Credit Line (CCL) eligibilicy
framewaork fior possible use in surveillance; the review of
progress on iinancial soundness mdicators as well asa
sermanar dcussion on the balance sheet approach o
financial criscs; the review of the IMF™s rransparency
palicy; and implementation of the conclusions of the
review on prolanged wse of IMF resources,

Bui on the Success of the Standards

and Initiative and the FSAP

The Execurive Board conducted reviews of both the
Srandards and Cades Ininianive and the Frvaweinl Sec-
tor Asegnent Program in March 2003 (see Box 2.2},
These inifiatives were significantly ennching TMF sur-
verllance, Directors found, and member éountries
indicaved thar they had benefited from pamiciparion in
the initiatives.

For the standards and codes inltiative, Directorns
agreed that going forward, coverage should be more
selective, focusing on the countries and standards
expected to have the highest pavodf in improving
damestic and intermational financial seabsility and
strengthening institutional capacity. In addikom,
Beports on the Observance of Standands and Codes
{ROSCs) will be expected to focus more sharply on
main conclusions and recommendations, with greater
arvention o follow-up.

SURVEILLAMCE AND CRISIS PREVENTION

I the case of the FSAP, Directors observed that
there is scope for streamlining the assessment exercises.
In addition, priority sheuld conninue to be given to
industrial countries and emerging market cconomies of
systemuc importance, while maintaining a balanced
coverage of countries. The program remained the
foundation for strengthened Amancial sector surveil-
lance, Directors agreed, but it should be comple-
mented with other teols—such as FSAT updares, more
participation of specialized financal sector staff in Arhi-
cle IV missions, and off-sitc monitoring, ncluding
through financial soundness indicators—o achieve
more continuous surveillince, especially of systemically
important countrics. To make resources available for
these activitics, Directons proposed a moderate reduc-
tion in the annual number of FSAP asscssments and
regsscsments—while continuing to expect that the
entire membership would pamicipate in the program
over time—eooupled with greater varmation in the scope
of FSAT assessments according 00 country circum-
stances, The proposed greater focus on medivm-term
and serictural isases i low-noomc couftres with small
financial systems was welcomed by Directors. It was
aliny poed that for least developed countries with
nascent diversified financial systems, the more immcds-
are need might be technical assistance wo develop the
financial sector, rather than a resource-intensive
detailed FEAP.

The IMF's member countries supply the data that the
Fumnd needs 1o oversee their economic policies. Mem-
bers are required oo prosade such data under the IMFs
Amicles of Agreement. Criscs in emerging market
cconomics since the mid-19%90s have made clear the
impartance of comprehensive, tmely, and accurate
economic and financial data—including on interna-
tonal reserves, external debt, and capital flows—Ffor
assessing, countrics” external vulnerabilitics and as an
esseniial element of surveillance.

To guide members in dissemanating their economic
and financial data to the public, the IMF created data
stamdards, the Special Data Dissemination Standand
[S1YDS) and the General Data Dissemination System
(GDDS); see Box 2.2, These standards contrnibute o
the pursuit of sound macrocconomic policies and the
smyooth Rinctioning of Anancial markes.,

In May 2002, the Board met to discuss the provison
of daea to the TMF for surveiilance purposes. Directors
welcomed recent improvements in members” data pro-
vision to the IMF for surveillance purposes. They
reaffirmed the IMFs policy on dara prowvision wherebyy
all members are required o provide 3 minimm ser of
core data, consistent with ther capacity. Bevond this,
member countrics are expectod 1o supply the dara

AMMNUAL REPORT 2003 23

©lnternational Monetary Fund. Not for Redistribution



CHAFTER 2

Box 2.2

The Standards and Codes Initiative and Financial Sector Assessment Program

In 1999-2000, tse EMF, with the Beports on the Observance af access of seeking it——commit to meet-
World Bank, introduced two initiatives Srandards and Codes (ROSCs) ing internationally accepted levels of
as part of the international commu- A ROSC s an asscssmcnt of a country’s  daka coverage, frequency, and tinsch-
niry's strategy to imerove the saability observance of one of 12 aneas and asso- 0ess. Subseribers alo agree 1o issue
of the global financial system. Under ciated standards uscfisl for the apera- calendars on data releases and follow
the standards and codes initiative, the tional wark of the Fund and Bank. The good practices with regand to dita
Fund and Bank assess member coun- reports—about 70 percent of which are qualicy and integrity. Information on
trics” adherence (o internationally subsequently published—examine three sulscriber dara disscmination practices
recognized standards and codes of broad arcas: rramsparency, finandcial reg- i posted on the IMFs website on the
good economic and financial practices alation and supervision, and market Data Standards Rulletin Board, which
that contribute o sound pational and invegrity (inchading corporate gover- in linked 1o subscriber websites,
intemnarional economics, Repertsom the  mance, accounting, auditing, and Gemeral atn Disemination Stem
gmmﬂ’u’ﬂ;rﬂﬂﬂ ﬂm insolvency ). E:unﬂ. Fﬂ'mum;iuﬂmﬁ: not
€38Ch) are a key output * Transparenl goveriment opera- ve market access but are cager 1o
tive. Work under the second initiative,  rions and policymaking: Counry improwe the quality of their national
the Financial Sector Assessment Proc reports en Dinta Dissemination, Fical statistical systems, the GDDS offers a
gram (FSAP), cxamines a country’s Transparency, and Monerary and “how to™ mamsal. Voluntary pareicipa-
fimancial secror Finangial Policy Transparemey, The tion allows countrics 1o set their own
‘and vulnerabilities in a comprebensive underfving ssumption is that better- pace but provides 3 detailed framework
manner, including p systemic informed publics are mare Hkely o that promades the use of widcly
ﬂu.Thutm:hﬂHh_.lm hold their grvermments accounable foe accepted methodological principles, the
Sectar Srabiliey Anemaneni report. their policies and that imvestors, armed adoption of Agorous compilation prac-
Typically, in both programs, which with better data and a standard againsg  thoos, and ways in which the
Bank staff—supported by experts from tor invest wisely, Key tools are the be enhanced. Participating countries
4 range of national agencics and inter- IMF's statistical initiatives (SDDS and post their detailed plans for improve-
mmlﬂiﬁﬂﬂm—nﬂh GIDIS) and codes of ransparency in ment an the Diata Standards Bulberin
at beast one n-country visie and work: maonctary, financial, and fiscal policies Board, thos permining both domestic
with povernment authonitles and/or Special Dara [iueminarion San- m-d‘hucnuﬁunﬂuhn'mhnﬁﬂ
the representatives of the private sector.  dand (SDDS). Created in 1996, the their progress.
Counirics’ participamon in the pro- SIS 1 3 voluntary standard whise Financial sector standards: Connery
grams is voluntary. subscribers—countries with market reporst on Bankang Swperriden, Securd-

appropriate to their individual characreristics and
CiFCumstances.,

Directors broadly supported IMF stall proposals 1o
enhance the provision of data needed by the Fund for
surveillance purposes. Highlighrs of the discussion
included:

fermer regarding moving to weekly disesination of
data o fnternabional reserver mader te SDDS. Fre-
quent and dmely disclosure of reserves data o the
public is emerging as a best practice for many coun-
trics, Directors remarked, However, .Il.'l.ll.'l'l::h.:ll.‘l.ﬁ
frequency and dmeliness in the dam requirements of

the 51D is not now necessary, most Directors consid-

ered, noting also that moving to weekly data would
rafee technical and resouree constraints for most sub-
seribers and could deter new subscribers. Directors will
have an opporunity o retum to this issue later in
204313,

Innprovingg providen of fecal dama. Directors stressed
the eritical importance of the IMF's being provided
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with adequate fiscal dara, and asked the staff to con
tinue working on improving the provision of these
data, They welcomed the recent completion of the
Croveraimieait Fimaners Sratirics Manuad, which repre-
sents 3 meajor advance in the development of an
analvtical framework for fiscal data, and they supported
giving IMF rechnical asistance to countries to help
them adopt the pracrices ser out in the new manual.

Ideweifying aups in dota for valneralility asessments
i masional p.uflwh'n‘q. Hecent improvemsents in
Article IV repont discussions of countries” vulnerabili-
ties, particularly tor coungries with acoess to interma
tional capital markets, were welcomed by the Board,
Mevertheless, dara deficiencics i many cases continued
o hamper vulnerabilicy analysis, and most Directors
agreed that staff reports should more clearly identify
gaps in data and technical assistance pricnties dunng
Article IV consultations and discuss progoess in compil-
ing data needed for vulnerabiliny assessmenis, s
relevant.
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sies Rggulation, Immerance mwww:w Bank—and the international eoomm-
Mmﬂfm and attention from finzncial marker assistance. Teams use 3 variery of ana-
Fimancing. The IMF and the World participants and ratings agencies. By Iytical nools {including sress tests and
Bank cach year undertake ar members® enad-April 2003, over 388 ROSCs had fimancial soundness indicarorn) o
Feduests 3 cortain number of financlal been preparcd for 91 countries. Most review financial scctors, evaluate how
system *health checkups™ under the systemnically important countrics are risks are weigh possible tech-
Fenancial Sector Asscasment partcipating in ROSCs, though coun- iical asalstanoe noods, and help
(#ce bebow). As part of this checkup, oy eoverage of the assesments remains CoMmtTics priositize pobicy responscs.
staff prepare detsiled assrmments of the . uneven across regions. The FSAP asscssavent is an important
country's observance of relevant Bran- inpt oo IMF survedllanee, By end: Apeil
ctal sector standards and codes such as Financial Sector Assessment 2003, reports under the program had
the Bascl Core Principles for Effective Program (FSAP) been completed for 48 countries or
Banking Supervision, summarics of The FSAT s a comprchenaive health regions, another 22 were under way,
these assessments may be aed as indi- checkup of 3 country”s financal sys- andd u farther 31 countries had commit-
wichial ROSCs as well as incloded in a tems. Financial systens comprise the ved e firtwre pamicipation.
ive Fimancial Secior Sl whole range of financial institutions,

ity Aserisent repor 'on the country sich as banks, muneal funds, and insur-  Offshore Financlal Centers

Marker- v standards for the uiumiﬁ.unﬂluth:ﬁm:l The IMF uses nany of the disgnostic
corporate sector: Country reportss and markers themaehves—that s, securitics, toals deveboped for the FSAP in it
AITECETES o Ca e CrpeTRIENG, forcign exchange, and moncy axarkets work on offshore Erincial center. This
Avconnring and Awdiring, and Insl- Abso inchuded are the payments system work helps members o Wentify gaps
veney and Crediter Rights. With the and the regulbitory, supervisory, and and redisce potential vulnerabilitics in
private sector serving as the engine of kel frameworks that anderdic the their financial systems and impaoves the
groswth iy miose economies, the health financial imsgitutions and markets, statisticsl coverage of the activities of
of the corporate wotor is 2 crtical oon- The Che FRAT teamns ([ IMF and nffihore financial centers. Axtessments
cem. The World Bank sypically takes Bank staff and cxperts from central of offshare finsnaal centers cvaluate
ﬁ:iﬂdiﬂuﬁdﬂ;ﬂmmﬂhﬂm- banks, natkonal supenison agencics, fEmancial regulation and sapenision in
mmﬂmmdmm-nd ies) seck to alert member countrics to financial activity to help safeguard the
the state of insolvency procedines. and Ekely vulnerabilitics in their financial stabiticy and Entegrity of thelr financial
ereditor rights, scctor and o help the IMF and the SYHEMms.

The Board noted that the cost implications of these
enhancements for member countries as well as for the
IMEF will require careful pnoritzation and sequencing.
They stressed that efforts to increase the frequency of
dara provision should not come at the expense of
quality.

Signaling Assessments of Members’ Policies
The IMF's interactions with member countries can
have an 'in'l}mrt:ml niﬂnnlh!l: furedon, Moar of thewe
interactions take place in the context of [MF surveil-
lance and the IMF's fimancial support of policy
programs. However, on occasion the IMF has
responded o requests from member countnes for spe
cial monitorng that goes beyond sunveillance bur docs
nat invelve an IMF financial arrangement, Some of
these monitoring mechanisms were specifically
intended ro provide signals ro official or private credi-
tors, In recent vears, such moniterng has mainly taken
the form of staff-monitored programs (SMPs], under

which no funds are lent bue TMF staff follow 2 mem-
ber™s economic program and meet regulardy with the
country’s authorities to discuss cconomic developments
and policies.

During the discussion of the 2002 Biennial Review
of the IMF's Surveillance, Directon expressed concermns
about cerain aspects of these programs. A follow-up
discussion ook place n January 2003 based on a paper
entitled Sigmaling Aoeoments of Members” Policics
Experence with another signaling mechanism—asicss-
ments of members' policies provided in response 1o ad
hoc requests from vanous official creditors or donors-—
wirs also discussed,

Concerms aboot SMPs relate maainly vo SMIPs that
are used to convey signals on a member's policies 1o
official and Sor prvare creditors, Directors agreed,
Given the close formal resemblance o [MF-supported
programs, these “signaling™ SMPs risk being misinger
preted as carrving the IMF's seal of approval, More
over, relatively lax standards for reporting on perfor-
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mance have allowed members to use the postive signal
of initiating an SMTI* without adequare follow-up on
i LV LETITIT

In light of these concerns, Directors felt that the
existing framework for SMPs i not well suited o sinue-
tioms where members see a need for monitonng by
IMF staff o provide mssessments of their economic
palicies to official and for private creditors, Conse-
quently, they supported a proposal to discontinue such
“rignaling™ SMPs, However, Directors concluded thar
the SMI* framework remains suitable for circumstances
where members need 1o establish a policy track record
based on strong ownership before moving to an IMF
arrangement or after an arrangement has gone off
track.

Views differed, however, on establishing a new
mechanism for this purpose. Given their differences on
the matver, Directors agreed that, for the time belng,
the IMF will use expsting mechanisms, including the
Article IV consultation process and precautionary
arrangements, for signaling purposes. 1F later it
becomes evident that there is a demand for 3 more spe-
cific signaling mechanism, the staff will come back to
the Board with a new progosal.

O thie future role of SMPs, Directors were of the
view that, in cases where SMT's are used o build a pol-
icy track record toward an TMF arrangement, the nsk
of misinterpreeation is relatively low, In these cases,
Directors concluded, the SMP framework remains
suitable,

IMF stafl also prowide asscsamnents of members'
macrocconomic conditions and policics in response 1o
various ad hoc requesss from other intermational fiman-
cial instrowions, creditors, or donors, While recognie-
ing the need for flexbality in mecting such demancds,
Direcrors nevertheless saw ment in general guidelines
tor the preparation of these assesments, They stressed
that these assessmients should be sufficiently nuanced to
rake account of different country circumseances, bae
written clearly so that the boards of other internarional
financial institutions or other donors would be able to
dastinguish between countries with strong macroeco-
pomtic podicies and those withour. The assessments
should also provide a brief history of the [MF rela-
ponship with the member country.

Review of the Contingent Credit Line

The IMF designed and introduced s Contingent
Credit Line (CCL) in 1999 a5 a way 1o enthanee incen-
tives for sound policies and provide a better safety net
for good performers. [t offers precantionary shore-term
financing under a Stand-By Arrangement primarily 1o
help a member overcome the balance of pavments
financing need arising from a sudden and disruptive
loss of market confidence due 1o contagion, and largely
generated by dreumstances beyvond the memiber’s con-
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trosl. At the end of FY 2003, Dircctors were engaged in

a review of the CCL, addressing reasons why it had not

been used to dare, especially:

# Concems by members that a CCL request could be
viewed as a sign of weak, rather than strong, policics;

# The possibility that a country’s withdrawal from the

CCL {or a determination that it no longer met the

recguircimenis | might trigger adverse market reac-

thcmis; andd
* An impression that the CCL might not provide
greater asurances of timely financing than other

IMF facilivies and policies.

Besides s comsuliations with members and Direc-
tors, the staff has engaged in extensive outreach with
market participants on these and other issucs related 1o
the CLL. The Board expects to contimee its discus-
sions in the period prior w the scheduled expiration of
the facility in November 2003, In the interim, it has
asked the staff to cxplore ways in which it might be
possible w wse strengthened IMF surveillance and pre-
cautionary arrangements oo achieve the goals of the
CCL in helping member countries with sound policies
tov confront the challenges of globally integrated
capital myarkers.

Improving Sustainability Analysis

Assessments of the sustainability of a country’s exter-
nal and public debt are a key ¢lement in the IMF's
work with many member countrics, Judgments aboue
debr sustainability—whether the debt can be serviced
without an unrealistically large correction to the bal-
ance of income and expenditure—underpin the
IMF's decisions in program contexts, in particular by
helping to determine when Ainancing is appropriace
and, if so, the appropriate amount of financing 1o
provide., These judgments become critical—and in
many cascs, particularly finely balanced—in cases of
emerging market countries that are highly integrated
into global capital markets and may have large financ-
ing needs.

In June 2002 the Board discussed and endomsed a
new framework for judging debt sustainability. The
new framewark provides a reality check on the baseline
projections on the basis of which sustainabilivy ks
assessed, by clanfving the underlying assumprions
regarding key variables including growth, real interest
rates, exchange raves, and primary fiscal or extermal
imbalances, and by highlighting their implicatons. It
introduces a set of standardized parameters for siress:
resting the program bascline, o identify the extent 1o
which sustainability hinges on the assumprion of a
maACToeConomic autcome more fvorable than experi-
cnced in the past and to help ensure the mbustness of
the program in the fce of plausible shocks,

In their discussion, Directors noted that asscsaments
of sustainability are necessanly based on judgment,
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given that they depend upon a comples ascament of
the interrelationships among several facton—including
macrocconomic developments, peliocal and sodal con-
straints on adjustment, and the availability and cost of
private and official financing. The new framewark helps
strengrhen the analytical basis for making these judg-
ments, It does not provide a mechanistic approach,
which would be inappropriate given the wide varanon
i the debi-bearing and adjusement capacities of differ-
el confomies over time. Rather, it is a framework for
informing these judgments and expressing them in a
transparent manmer, As greater cxperience is gained,
efforts will continue on further refining the

framework.

Combating Money Laundering and the

Financing of Terrorism

In July 2002, the Board discussed proposals o advance

the IMEF s contribution to international effons to com-

bat money laundering and the financing of terrorism

(AMLACFT). The IMF had begun a new chapeer in s

work on this subjece, Directors noved, by taking two

key steps:

* conditionally adding the Finandal Action Task Force
{FATF) 40 Recommendations and the 8 Special
Fecommendations (FATF 40+8) to the list of arcas
and associated standards and codes useful 1o the
operational work of the IMF (sce Box 2,3); and

¢ endordng a 12-month piler program of AMLACFT
assesiments and accompanving ROSCs that would
imvalve participation of the IMF and the Waorld
Bank, the FATF, and FATF-5Stvlc Regional Bodics
{FSRRs),

5 iy Princiol
In rr|m.'i.1'|5 forward, Dhirectors rmphu‘hﬂc\d that four key
principles should guide the IMFs role in AMLACFT
asscssmenis and acommpanying reparts;

# the IMF staffs myvalvement in assessing no-
prudenmally regulated financial secvor activinies
should be confined 1o these that are macroeconomi-
cally refevant and pose a significant Ask of money
laundering or terrorism financing;

* all assessmicnt procedures should be mransparent and
consistent with the mandate and core expertise of
the different institutions involved, and compatible
with the uniform, voluntary, and cooperative nature
of the ROSC exercise;

o the assessments should be followed up with rechmcal
assistance, if requcsted by a member, 1o build bis
imstirutional capacity and develop s Anamcial sec-
resrs: ad

& the assessments would be conducted in accordance
with the comprehensive and invegrated methodol-
ogy being developed joindy by IMF and World
Bank staff and the FATE.

Box 2.3 _
muﬂﬂdﬂiﬂliﬁﬁgfﬁﬂ

Money lamdenng is the hiding or hidden movement of
assers resulting From criminal activity o musddy the conpee-
tion between the crime and the assets. In wm, this
Izundered maoncy is sometimes wed 1o finance terrorism.
mm&ﬂjﬂwm:nm

mmmmwmm

wader the hﬂh:n::n!’urﬂlhdnln:. From 4 lﬂ-ﬁ:rpm
mﬁhﬁqdmmaﬁwﬂ

individual countries and of the intermational financial ns-
rem. Because financial market invegrity is closely linked 1o
financial stabiliy, scuing out guldelines for financial sector
supervision is an important rale for the IMF, which has
cxpertise in ascwing and providing technical ssdstanee in
findncisl sectors snd eversecing memben” exchange
SVSLEIMA,

Financial Acvion Task Force
The Financial Acvion Task Foece on Money Lundering
(FATF) is an intergovernmental body eviablished by the
G-7 summit i Pars in 1989 o dovelop and promose poll-
chew, at natonal and international levels, againat money
mmmmmmmhﬂ'm
in carmying ot anti-money-laundening measures, revicws
moncy-lnmdering technlques and countcrmeaiiines, snd
proemiotes the global sdopton of and-moncy-landering
micasures, collaborating with other intermational bodies. In
Apal 1990 the gask force Bsued a set of “40 Recommenda-
tons,” which provide 3 comprehensive blucprne of the
actaoms needed 1o fight money lundering. After the nemnor-
umml:ml‘&mnﬁurli 2001, the scope of the FATF
tor include terrorst financing. At a Plemary on
umdm the rask force soed 8 Special
Recommendations on Terrorism Financing to supplement.
the original 40. The recommendations are now referred 10
as the FATF 4043,

The IMF's Executive Board agreed in April 2001 that the.
EATF 40 Recommendaticns be recognized as the appropei-
ate stanclard for combating moncy laundering and thar work
should be conducted 1o determine how the Recommenda:
tiops could be made operational in the IME's work. In July
mwmﬂmmmﬂﬂ
FATF 4048 1o the IMF list of srandands and codes (see i
texty; they were formally added in November 2002

Pilot Program

A 12-month |!'|-ci|:-|:|l program cl .-'-..'w!.l.'.-""l':.'l"r ARG
wias fnitiared in Ocrober 2002, with participation of the
IMF, World Bank, FATF, and many of the FSRRs. The
Fund and the Bank are undertaking the assessments of
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the FATF 4048 and accompanying ROSCs in the con-
text of the Fund /Bank Financial Sector Assessment
Program and the Fund's Offshore Financial Center
assessments. They are following the AML ACFT assess-
ment methodology endorsed by the FATF in October
2002 and also approved by the IMF Exccutive Board as
part of the pilot project”s launch. (This methodology
was reviewed by the Board in July 2002.) Abour 50
aszossments using the methodology could be under-
taken under the pilot program, including up to 8 by
the FATF, 12 by the FSRBs, and at least 36 by the
IMF and the Waorld Bank.

The FSREs are genenally cooperating in the pibot
program, although there is still some uncertainty absouwt
herw many assessments they will undertake, Three
regional bodics have endorsed the methedology, and
twor others are expected to do so shortly, The
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Caribbean FATF, while not fully endoming the
methodology, has acknowledged that it will be wsed in
assessments of member countries during the pilot
project in IMFWordd Bank assessments.

The assessments are identifiang weaknesses in
AML/CFT regimes, and rechnical assistance fas been
significantly stepped up in response. Aress of weakness
include legishative drafting and review, especially in
combating the nancing of terrorism, and the effective-
ness of supervisory amangements. The [MF and the
Waorld Bank have completed, initianed, or agreed o 52
AML/CFT rechnical assistance programs, comprising
direct technical assistance o 40 junsdictions and 12
regional techmical assistance projects, In March 2003,
they published a Joint Interim Progress Report. The
participating partics will undertake a full review of the
pilot program carly in 2004,
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A Better Framework for Crisis Resolution

Whilr enwis prevention has been the main
focus of the IMF’s reform agenda, the Fund
has also been working to improve the man-
agement and resolution of the financal cnses that Jdo
arccur, where it also has a central role. Indeed, a
stromger and chkearer framework for crsis resolution
should make an importamt contribution e crisis pre-
vention in addition o lessening the number and
severity of crises, Evolving reforms of the framework
Forr crisis resodution have been designed o reinfisrce
imcentives for couneries and their credivers 1o reach
valuntary, markct-onented sclutions to their inancing
probliems. To this emd, the IMF has sought wo com-
hine a clearer policy on access we Fund resources and
greater selectivity inirs lending with an examination of
possible approaches o strengthening the mechanisms
for the restructuring of sovereign debt. This chapter
describes progress made in these arcas during the past
financial vear.

Access Policy in Capital Account Crises
Increasing intermational integration of inancial markets
in recent decades has Bicilitated vhe fnancing of inves:-
meent and economic acnvity in emerging market
corantrics but has abo exposed these countrics to the
risk of crises caused by rapid reversals af capital fhows,
I some cases, the IMF has suppered members” etforts
o resolve such erises by providing large amounts of
financing. Beginning with Mexico in 1995, dunng the
Asian enses of 1997-98 and subscquently, the [MEF
has im several cases provided financing in amounts tha
have been well above the access limits normally apply
ing to Stand-By Arrangements and arrangemenes under
the Exwnded Fund Facilicy ( EFF).

The Executive Board held discussions on access pal
ko i the context of capital account crses in September
20002 and Jamuary S February 2003, Most of the pro-
grams supported by exceprional access have been guite
succemful in helping the member achieve external via
bility, resume grosth with hmared vulnerabaliey, and
regain access to private markers, Directors noted,
altheugh in some cases more slowly than at firss
cxpected, But in a fow cases, the combination of adjus
ment and exceptional access in the contest of the

associated political and cxrernal enviromment was insut-

ficient to avodd a restructunng of obligations. However,

in all cases, the borrowing membsers have remained cur

rent on their repayment obligations to the LMFE. From a

brosader perspective, Directors alse olserved that, whale

some moral hazard is bound w be present in LEMEF lend
ing, there is little empincal evidence that the wse of
exceptional aceess in general has had lange moral hasand
effects by increasing investor of country risk taking

During the Board discussion in Seprember 20002,
Iirectors agreed that more chearly defined criteria for
exceprional accoss i capiral account crses were necdid
to help shape the expectations of members amd mar
kets, ser up benchmarks for difficult decisions alwain
program design and acoess, safeguand TME resources,
and ensure uniform treatment of moemibers. Direciom
generally considered thar (at a mdnimum ) the fellomoang
criteria would need 1o be mct to justify exceptaoial
aceess for members Being a capitall acoosimt crisis
# The member is experiencing exceprional balance o4

pavments pressures on the capital scoount, resulting

in 3 need for IMF Arancing thar cannat be met
within the nosmal linsits,

® A pgorows and systemanic analvas imdscates there 15 3
high probability thae debs will remam sistamable

= The memiber has good prospects of regaimng acoess
tor provate Capital markets within the vimwe [ME
resoures would be ourstanding., so thar the Fumd '
financing woulkd provide o brdge.

* The policy program of the member coumery prosudes
a reasonably strong prospect of sacoess, including
not only the member’s adpsiment plans but alse s
||'|nlil1.:|liu:‘|.l| ariad Fllliltilil.'.ﬂl LA itv B dlehiver thias
adjusement.

Druring the Januar/ Februan: 2008 dicissims,
DHrectors agreed on stronger procedures tor decision
mmaking on all excoprional access proposals. Those pro
cedures include a higher bunden of proast in proagram
documentation, early consultations wigh the Boand on
pProgeam negotatiens in csceprional acees cises based
ot a comeise stafl nove outlining the conswderations,
and ex post evaluation of programs with exceprisnal
aceess within a vear of the end of the assooated
arrangement, The wavs i which these critena and
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procediires are applied in practice in reaching judg-
mients about access will, however, be decisive, and an

assessment of implementation is planned by early
200004

i~ il o o

When a member i expenencing difficulties in servicing
its debe obligations w its external private credivors, dis-
cussions on the restructunng of its debt may be a
difficule and protracted process, and an agreement may
nat be reached befiore the emergence of arrears. The
IMF stands ready 1o provide resources oo members that
anc i arrears o privace oreditors. when prompr suppan
is essential for the success of the member’s adjustment
policics and the member is making a good-faith cffort
o reach a collaborarive agreement with s credinoes,

In Scptember 2002, the Board reviewed récent
cxperience gained with the restructunng of sovereign
bonds and the application of the good-faith eriterion
under the policy on lending into arrears. Greater clarity
about the good-faith dialogee between a debtor and is
creditors during the restructunng process, Directors
agreed, could beer guide the application of the lend-
ing into arrears podicy and, more generally, promote a
better framework for the engagement of debrors and
credinors in the restructuring of sovercign debr.

Greater clariny on the framewnork for possible deba
restructunng would strengthen the capacity of mvestors
to assess recovery values under alternative scenarnios,
thereby facilitating the pricing of risk and improving
the funciioning of the capital markets, Ar the same
time, however, Directors stressed the need for contin-
wed Aexibility in applying the good-faith criverion 1o
accommodare the characreristics of each specific case;
tor avoid putting debtors at a disadvantage in the nego-
tiations with creditors; and to avoid prolonged
negotiations that could hamper the ability of the IMF
to provide timely assstance. Indeed, any clanthication of
the good-faith critenon should serve pamanly 1o sup-
port the difficulr judgments thar will continue 1o have
to be made in each case, and should be made opera-
tiossal in 3 manner that docs not impair market
discipline.

The following principles would sorike an appropriate
balance, Drectors considered, between clarity and fex-
ibiliry in guiding the dialogue between debtors and
their prvate extermnal creditors:

#® When a member has reached a judgment that a
reatructuring of it debr is nocessany, it should
engage in an carly dialogue with its creditoss, which
should continue until the restroctunng is complene,

* The member should share relevant, nonconfidential
informarion with all credivors on a timely basis.

* The member should provide creditors with an eary
OpPEOrTEnIEY (o give input on the design of restruc-
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ruring strategics and the design of indimadual

IMSTFLLMCIILS.,

Although, as a general premise, the form of the dia-
logue would be left two the debror and s creditors,
Drirecrors expected that a member in areears would ini-
tiate & dialogue with its creditors before agreeing on an
IMEF-supported program, consistent with the above
principles. In cases in which an organized negotiating
framework is warranted by the complexity of the case
and by the fact that creditors have been able to form a
Fepresentative commutioe on a tmely basis, there would
be an expectation that the member would enter into
good-fith negotiations with this commintee, though
the unigue characteristics of cach case would abo be
considered. By the same token, in less complex cases,
where creditors have not organized a representative
committee within a reasonable period, or where for
other reasons a formal negotiation framework would
nevt be effective, the member would be expected o
engage creditors through a less structured dialogue,

In asscasing whether the member is making good-
faith effores to negotiare, judgments would continue to
be required in 3 number of iImpartant areas, These
include a consideration of the complexity of the
restructunng case, the extent 1o which a credivor com-
mittee is sufficiently representative, and whether a
reasonable penod has elapsed to allow for the forma-
i of 3 representative committee, DHrectors alse
noted thar, to the extent thar negotiations become
stalled because creditors are requesting terms that are
inconaistent with the adjustmient and financing
parameters thar have been cstablished under an [MF-
supported program, the Fund should retain the
fexibility to continue to support members notwith-
standing the lack of progress in negotiations with
creditors.

Finally, all loans made while a member has out-
standing arrears to private credivors will continue to
be subject to financing reviews, which will provide an
opportunity for the IMF to monitor relations between
a debtor and its credivors, and for the Board 1o be
kept informed abour developments in this area ar an
carly stage

Dealing with Unsustainable Sovereign Debt
The IMF has also beéen engaged in an active debate on
how best po deal with the relanively rare cases in which
sovercign debts have become unsustainable, The chal-
lenges to a successiul restructunng are several. Sound
macroeconomic and stroctural policies are clearly crir-
cal. Transparency and predictababiny in the restructuning
process are also important, oo permit berter-informed
due ditigence and decision making, and case the task of
achicving adequate intercreditor equiry. Another chal-
lenge is etfective collective action by creditors. In
particular, there i a danger that individual ereditor
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will decline v parricipare in a voluntary restructuning in
the hope of recovening payment on the onginal con-
tractual terms, even though ereditors as a group would
e best served by agreeing to a restructuring.

The IMF has been working with its members and
other representatives of the international financial
community on possible approaches w improving the
framewaork for the resolution of sovercign restructuring
cases, and tn particular on;
= The inclusion of calfecries metfonn clanses (CACS) In

sovercign boad contraces; and
# The establishment of a statutory framework through

a soperelin delrs regrecrring wecianisa (STYEM ),

These approaches could be complemented through
the development of a ralumiary codfe af conadnicr—a set
of standards for transparency and best practices—thar
coutld help guide the conduct of debrors and their
creditors across a broad specirum of circumstances,
ranging from relative tranquility to scute siress. The
IMF welcomes the private and public sector initiatives
in this arca and supports their development. Ir is clear,
ini this context, thar 3 code could be effective only o
the extent thar it is able to attract broad suppon
among debrors and their creditors.

Collective Action Clauses

CACs in international sovercign bond instruments are
designed o facilitate more orderly and rapid debst
restructunng in the rare cases when a wwvereign needs
toy restructire ivs debe. CACs are provisions in bond
contracts that enable the sovereign and a qualified
majority of its bondbolders to make decidons that
become binding on all bondholders within the same
issuange.

The IMF has long recognized the role of CACs in
helping 1o resolve the collective action problem. This
financial vear, the Board held two discussons on
CACs, In June 2002, Directors discussed two staff
papers focusing on the design and effectiveness of
CACSs and ways to encourage their grearer use, The
discussion was advanced duning April 2003, when
Directors considercd a staff paper reviewing issucs and
developments in promoting the use of CACS more
actively.

The IMF's most effective strategy, Directors reiter-
ated, is to promote the more widespread use of those
tvpes of provisions thar already exist in many interma-
tional soversign bond contracts, Perhaps the maost
important provision is the majoraty restruciuring grovi-
Hom, which enables a qualificd majority of bondlislders
within the same issuance to bind all bondholders 1o the
terms of 3 restructuring agreement, cither before or
after defaule, In sddition, maforty cnfercement foairi-
mens enable a qualified majority of bondholders o
prevent individual creditors from taking dismaprive legal
action before a restructuring agreement is reachied.

While majenty restructunng provisions currently cxise
in sovereign bonds thar are governed by English law,
bonds governed by New York lw {which represent the
largest portion of the emerging market sovereign baond
market ) have not vraditionally included these
PIrOVISIOS,

Dievelopments over the past year were encouraging,
Directors noted, with respect to both the desgn of
majorty restrscturing and majonicy enforcement
cliuses, and the incorporation of such clauses into
bonds governcd by Now York law, which represcnts an
important breakthrough in this area (sce Box 3.1,
However, given the oustanding stock of bonds that do
reot include CACs, Directors acknowledged rhar it will
take soumie time before CACK are ineluded in mosy
international bonds. Morcover, becawse of the contrac-
tual pature of CACS, any decision as to the inclusion
and design of CACs will ultimazely be made by the
debror and it creditors.

The IMF should more actively promote the use of
CACs through its bilateral and muoltlateral surveillance,
'Dil'cﬂ.‘l:l:lm tﬂ'liil'lu'i.;rd . ancd .;H rﬁcmh{:r Cimires, l'!tnth
sdvamced and developing, should be encouraged to
include CACs in their international bond instruments,
Drirectors welcomed the proposals to continue several
forms of sutreach o encourage the use of CACS. They
stromgly encouraged thie staff to hold 3 more active dia-
logue with emerging market bsuers, with a view o
encouraging the use of CACs in the New York market
as well as in other marketrs, such as Germany, where
CACs are not yer the norm. Progress by mature marker
cconomics in the use of CACs in intemational bogd
issuance, such as with recent issuance by lraly and the
Unired Kingdom, would further strengthen these
efforts. In addition, as part of a more concered effon
to encourage the wse of CACs, Directors encouraged
the staff to hold workshops with key issuers and legal
practitioners later in 2003 on ways to promote CACs,

The second approach pursued by the TMF for resolving
unsustainable sowercign debt sitvations—a propaosal for
a sovereign debt resorocturing mechanism (SDRM j—
differed from the CAC approach in two key ways, First,
an SDRM would creare a legal framework thar allows
for collective action for all instruments, including thase
that required unanimity o restructure the fimancral
terms, The adoprion of such a legal framework would
require an amendment of the Fund’s Amicles of Agree-
ment, Second, the votes of similarly situated credinors
halding participating debt instrumens would be aggre-
gared, allowing a single vote to restructure mnleple
delnt fmarrumen L.

The period afier the 2002 Annual Mectings wit-
nemed a vigorous debare regarding the need for, and
desgn of, an SDRM. A Boand discussion in December
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2002 reviewed issues psociated with a possible design
af an SDEM. In January 2003, the Board discused a
broad range of economic policy Bsucs thar avight anse
in connection with a memiber’s decision to restructure
its unsustainable sovercign debt obliganons. A Board
discussion i March 2003 further advanced the issuc,
in particilar by considenng a first draft of the Proposed
Features of an SDEM that the Intematonal Monetary
and Financial Committee had requested in Seprember
2002 for consideration ag its April 2003 meeting,

The fermulation of this proposal mvolved an extensive
dialogue with privare market participants, delbt
restructuring practitoners and other workour special-
ists, academics, and members of the official commumniry,
and benehred Fom HIPUES FoCCTy eid |.EI.I:I'II1E'\_ a uqlrk'..hlrs'-
and conference organized at the IMF in January 2003
(see Box 3.2, In addition to contribating o the design
of an SIYEM, this debate provided fresh impetus o
efforts o promote the adoption of CACs in sovercign
bonids, as well a8 proposals for a volunary Code of
Crinnnd Clomsclnact
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ﬁumm Mexico twice issued bonds governed by
ity L m

New York law that included both

l:hur{:ltll.'ﬁ],-ﬂ
Egypt (2001} had preceded Mexico in

Uruguay's
mmumm

While maost Directoss suppaoned the establishment
of an SDEM, not all were comvinced of the need for, or
thi desirabiliey of, such a mechanism. Mormcover, vicws
among Directors that supponed an SDREM continwed
to differ on a number of 11::".15“ (RLh] =]

Drirectors who expressed support for an SDRM
agreed thar ies obpective should be oo provide a frame
work thar strengtivens incenoves for a sovercign and its
creditors oo reach a r.1|11n| angd collaborative agreement
o a restructuring of unsustaimable debt in a manner
that presenves the economic value of assets and facili
tates a return o medium-term viahilivy, therebwy
recducing the costs of the restructuring process, To
achieve this objective, the SDDEM must nor only
acdldress collective action '|'-n:||.'\-||;n1+. AMONE creditors, but
alwo caralyze an early and effcctive dialoguee and
exchange of information between the debror and is
creditors. By creating greaver predictability in the
Festructiinig process, thie SDEM should alio be
1.'1[‘-'-:!.'11.;1 Les i Nprove the l.'tlrlhuh.. of inrernational Capa-
tal markets. Although a number of ssues remained
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Box 32
Sovereign Debt Hestructuring Mechanism Conference
The TMF bosted 3 conference in Jann Mosz speakers agreed that the sheer Ocher participants argued fur wider
ary 2003 on its Sovercign Debe diversity of ereditors and debt instru- coverage of debt under the SDRM, in
Mechanism (SDRM) ments had made the negotiaton udﬂmhmumnmnm#!ﬂﬂln
proposal to exchange views with coun- process berween the sovereign and its ity o the sovereign fodlowing debt
try officials, representatives of the crediton moee complex, leading o 1 as well a5 fairer treatment
PrVALE SE0or, ! delays in restructuring. However, they of all creditom.
organizsions, legal expens, and acade differed on the extent of the collective LMFHEMMHEH‘:I:H'
macs. In his opening action problem and the design of the u stay on creditor W o
Managing Director Horst Kohler stated  solugion, Anne Knocger, IMF First pmpnlﬂmmﬂﬂddﬂtﬁwﬁh-
the conference objectives 2 (1) o Depury Managing Direcror, wisder- of ssch Nrigation. Moreover, an auto-
“mndmndm"nﬂh:pmﬁmum soored the meed (o establish a system mﬁmmﬂmhmh
a sovercign deba mccha- that would promote 2 transpancnt, the absence of a general cessation of
jhimumtllchiﬁllh arderly, and expeditious debr restruc- mﬁulmhﬂﬂld-ﬂﬂu
uﬂhmnnhmh-:hmm haldout creditors were onby 2 minar “hotchpor™ mule 1o neatralize any bene-
and {3} bring that work o a provisional  problem, and called for more voluntary fits received by a litigating creditor
elose embodicd in a single, clear, and approaches vo reaching 3 solution, folbowing sctivatien—would effectively
The muain topics discusted wene the debt brought under the SDRM would sme i supported this view,
IMF proposal for sovercign delba rostre- generally be broad enough 1o ensure athers notod that the spocier of carly
nering; the context and content of the the famure sustainability of debe and litigation could arisc in response 1o
SDRM; the mle of crediton and the IMF - intercreditor equity, but that some changes in capital markets, and some
uamder the SDRM as well as #s implica- miﬂtﬂdhﬁmqukulm:ﬁﬂ frarcd that debtiors would be forced v
tions for the impact on capital markers; undermining domestic insolvency pro- iS¢ up searce resources in fghting
and ensuring integrity in the process, cedures and protect secured financing. litigation,

open, Directons expressing support for an SDEM

viewed the Proposed Features as providing a balanced

responsc to key questions, The main elements of the
proposal included:

# A qualified majority of creditors across aggregated
claims could vote to accept new terms under a
restructurng agreement, thereby binding all affecred
creditors.

# The mechanism woulkd contain provisions that
would prevent credhtor enforcement actions from
disrupting the negotiating process, or delaying
agreemient on a restructuring that could be accepr
able 1o a broad majority of creditors,

* An independent dispute resolution forum would be
estallished o verify claims, ensure the invegricy of
the voting process, and adjudicate disputes that
might arise following activation of the SIXRM,

The International Monctary and Financial Commit-
tee considered a Report by the Managing Dirccoor on
a Staturory SDRM at its Apnl 2003 mecting. The
IMFC emphasized in its Communigué that the exien-
sive analvss and consultation underaken in developing
the SDRM proposal have served o proanote better
understanding of the Bswes to be addressed in bringing
abour orderdy resolution of crises. While recognizing
that it was mot feasible ar thar dme (o move forvard o
catablinh the 3DRM, the Committee agreed thar work
should comtinue on issues rased in i development
thar are of general relevance wo the orderdy resoluton
of financial crises, These issues include intercreditor
cquity considerations, enhancing transparency and dis-
closure, and agpregation issues. The Managing
Director will report on progress ai the Committee’s
mecting in Scptember 2003,

AxBMUAL REPURT 2003 A3

©lInternational Monetary Fund. Not for Redistribution



Sy pronre ddesiisiaee iy o fr bl ek

©lnternational Monetary Fund. Not for Redistribution



Improving Lending Policies and Practices

Th IMF provides financial support 1o momber
countries under 3 vardery of policies and lending
instruments (sce Table 8.1). Most forms of [MF
fimancing are made conditional on the recipient coun-
ory"s adopung policy reforms to correct the underving
problems that gave rise w0 s need for support.

During FY2003, the Exccutive Board concluded a
comprehensive, two-vear review of conditionalivy (tha
is, the conditions relared to IMFP-suppomed programs)
and approved new guidelines for the design and imple-
mentation of conditionality in IMF-supponed
progerams. The new guidelines aim o streamline and
focus IMF conditionality to promaote the success of
member countries’ reform programs,

In the context of this mapor review of & rl:ll.iir.i::lmllr:.',
the Board emphasized the need to establish a clear dind-
sion of labor with other international instirutions,

Box 4.1 ]

When the IMF commits itx financial support to 3 member
coantry, the country i expected o carry out policy adjus-
ments and relorms o oormeat the underbving problems char
‘gave rise 1o its balance of payments difficulies and it need
for assistance, To this end, the IMF has attached condithons
b it lending, Rxcusing infially on monctary, fiscal, and
exchange rate policies. Unsurprisingly, these conditions have
evolved over the TMFs history as the circumstances and chal-
lenges facing its membens have changed.

Srructural Conditionality
Beginning in the late 19805, the IMF increasingly empha-
skeed the nood to achieve adjustment throagh strucraral
w&&:mﬁ. As a result af the greaer
fscus on structural measures, the sverage number of struc-
tural conditions in a program, which was only 2 or 3 in the
mid- 1980s, climbed to 12 or mare by the second half of the
1990, Much of the increase was in the fransition economics
content. )

The increase in the number of condizions rased concems
that the IMF might be overstepping its mandate and exper-
tise. Excessively detailed policy conditions can undermine a

cspecially the World Bank. In Scpremiber 2002, Phince-
tors discussed the progress made on strengthening
IMF-Warkd Bank collaboration on country programs
and conditonality under a new collaboration frame-
work for the two imsticutions.

Also in Seprembeer 2002, the TMEF's Independent
Evaluation Office (IEQY) issued an evaluarion report
on the prolonged use of IMF resources by some mem-
ber countries. Subsequently, the Board discussed the
conclusions of 3 staff sk force set up o make recom-
mendations on how issues raised in the report magh
best be addrewsed.

New Conditionality Guidelines

To ensure continucd effectiveness, the IMF regularky
revicws developments in conditionaliny (sec Box 4.1,
In Seprember 2002, the Board adopred new guidelines

country’s sense that it is in charge of its own reforms. Widh-
out such “ownerhip.™ reform is less Bkely w happen.
Muorcover, poorly focsed comditionality can overburden
COURLCS Attempiing o nemessential refomms at
Mw&u&uuﬂrmﬁdh%hw—
gram’s olrectives.

Hﬂm
In Septembser 2000, the IMEs Managing Director Bsucd
interim guidelines on streambining strucrural conditionalicy
that set out genersl principles. From March 2001, papen.
prepared by IMF staff were posted on the IMF website o
imvite pulblic comment an. dtpriﬂl:[ﬂhuﬂ:ﬂﬂﬂlu-l
M Country officials, academic experes, and repre-
sentatives of other organdzations abo added their views.
Among their suggestions were the necd mpnjl-:lmimu
'hmib&mnfpﬂwhﬂ:mﬂh:
'Hmwﬂadwmdwhmmhm
M.ﬁt-]llﬂﬂ!,dw Board agreed om the
In lllF!lEr.::n:h: iy
general principles t be embodied in new conditionality
.mﬂhwmmmwm
Bew conditionalaty gukdclines, the it revision since 1979,
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o encapsulare ongoing efforts 1o streamline and fiscus
IMF conditionality, [ The guidelines can be found on
the IMF website. ) An important objective of the new
puickchnes s to enhance country ownership and
improve the prospects for sustained implementation of
Fund-suppored programs, most importantly by con-
centranng the IMF's policy conditions on arcas that are
eritival tor their suscess, The wholehearted implementa-
1ED evaluation report on prodonged use of IMF
resirces as one of the key seeps in avosding the filure
of Fund-supported programs.

The guidelines the meed v foeus condl-
pranality on policies that are crtcal o achieving the
macrocconomic gbjoctives of Fumd-suppomed pro-
grams, They abso aim to establish a dearer division of
labor with other intemational institutions, especially
the World Bank. The guidelines are based on an
increasing recognition of the importance of several
mterrelated principles:

* national ownership of policy reforms;

* parimony in the application of program-related
conditions;

* miloring of programs to the member’s circum-
stances; and

= clarity in the specification of program-related
conditons.

The new guidelines introduce specific criteria for
deciding whether conditions are appropriate in cach
case. Srructural conditionality & regarded as an impaor-
tant element of Fund-supported programs, as long s it
is eritical to achieving the abjectives of the program.

] ANNUAL REFORT 2003

The guidelines also spell out the roles of different pes
of program-related conditions, including performance
criteria, structural benchmarks, and prior actions, A
note by IMF staff providing additsonal explanation and
context for the conditionality guidelines was released
alomg with the gusdelines.

An essennial aspeet of the IMF view of conditionaliry
nﬂutﬂ:mmi‘:rmunﬂylrﬂ]nh:prmm
bility fior its own policies, and rthat documents scrring
oul the country’s reform agenda will be drafied by the
authorities with the and assistance of Fund
staff. The Board agreed during the course of its review
that properly designed conditionaliny can complement
and reinforce national ownership,

Strengthening IMF-Waorld Bank Collaboration

In Seprember 3002, the Progress Report on Strength-
ening IME-Ward Bank Collaboration on Country
Programs and Conditionality, prepared jointly by the
staffs of the IMF and the World Bank, was discussed by
thie Beward,

The progress report examinegd the experience with
collaboration in relation to a Guidance Note issued in
April 2002 {sec Box 4.2}, The report highlighted a sur-
vey of staff in the two institutions—World Bank country
direcrors and IMF mission chicf—ecxamining their
experience of collaboration. The survey found that,
although collaboration was seen as satisfacrory with no
uﬂjwpmﬂcme}Mndmmm.nunﬁud
institutional factors were impeding fully effective collab-
oration=—such m differences in working structares, tirme
frames fior achicving goals, and lending arrangements
and instruments. These results con- firmed the need for
continucd ciforns wo strengthen collabaraton.

In their discussion, Directors reaffirmied thar chose
collaboration is indispensable for providing effective
support to member countries, and forms an integral
part of cfforts 1o streamline and focus conditionality to
enhance national ownership of reform programs. The
move to strengthen collaboration in country programs
i taking place against the background of progresa
achieved in a number of other arcas, including the
PRGE/HIPC framework and systematic point analyric
work such as that being done in the Financial Sector
Assessment Frogram (FSAD) and Report on the Oibser-
vance of Standards and Codes (ROSC) exercises

The central principles of collsboration on country
program design and conditionality, Directors noted,
clearly designate one of the two instinutions as a kead
agency i particular podicy arcas and systemanic infor-
mation sharing berween the two institutions. Ar the
same tme, they considered it casentral that cach institu-
thon retain ulimare responsibility for is own lending
decisions.

The Guidance Note on Opermtionalizing Rank-Fund
Collaberation in Cowntry Progrons and Condinionality
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IMPROVING LENDING POLICIES AMD PRACTICES

wiais beginning vo play a positive role i sirengihening
collaboration, Dircctors obsened,, while noting the lim-
ited basis for assessing progress an this stage.

Effectve collaboration with the Wordd Bank & erit-

cal for the success of efforts to streamline and appropn-

arely focus IMF conditionality, Directors enaphasized:
it is needed 1o ensure thar imporant measures are ade-
quately covered as the IMF applics conditiomality maore
sparinghy owtside s core areas. Ar the same tme,
Directors E-rncr.:lly considered that structural measares
that do not Bl in the core areas of the IMF, bur are
critical for macrocconodmic stability, should remain par
of the [MFP"s conditionaliny.

Faor the low-income countrics, Directom noted that
the PRSI process provides a natural framework for
1:I'|.II.1r.i|1.E collaboration between the staflx of the wo
insgitutions in suppon of a country-led stravegy for
lddr:minn_ ponverty and Ii:r:.h:r.inﬂ sustaimiable Fn:wl:h.
Fer muiddle-income countries, collaboration has been
miore vared and based on 2 less formal approach,
depending in part on the crcumstances of the countey,

andd stronger effons are needed 1o ensure an effective
approach in these cases also,

Looking foraard, Directors encouraged the staff of
both masioutions to maove adhead on the basis of the
Guidance Naote and the approach set our in the
Progrcis repsort, ||.1.||.1p;~|:l to another review no later than
the end of 2003. They stressed thar the views of the
|:|:r|,|nl:r3." axit h:u‘i!:in nl;i.'d Ein h-c T.lh:n ko aecount n
evaluating the effectiveness of callabaration, and they
alsey LuE,E,rﬂlr:d an:hinl.: input from danors, as well as a
wider sample of IMF and World Bank saaff.

Prolonged Use of IMF Resources
In March 2003, the Board concluded s discuwsions on
projonged use of IMF resources, based on the reporn of
the IMEFs lnn:ll:pcrjdr:n! Evahuatbon Office -:I:F:[‘.l:l amd
the conclusions of a stafl sk force (see Box 4.3).
Dvirectors appreciated the work of the task Force as 2
key step in following up on the TEQs candid and com-
prehensive analyss, Thorough implementation and
review of the measures propansed by the task force—

Bos 4.3
Mﬂhﬂmﬁﬂnnﬁ'mm
The Independent Evaluation Oifice Financial suppors from the TME is * pnwarranted intrusion on the devel-
(1EQ) was set up by the IMFs Execu- intended to ssist members in over- opment of domestic policies and
tive Baared in July 2000 1o provide ‘coming temporary balince of payments Antaiurhis; aned
objective and independent cvaluation difficultics. Particularly under Stand-By ~ © a powible blurring of the IMF's role
o1 wuees related to the IMF. It oper- apd Exrended Arrangements, IME- and mandate, expecially in relatbon
ates independently of IMF manage- supported programs sim 1o astain 1o the work of the World Bank and
mmeent and ar arm's lengrh from the external saability, afier which the IME's agher developnsons instmuions.
Exccutive Board. In Seprember 2002 financial support should no longer be
the [ECY lsaied fis first evaluation meeded. Ar times, prolonped uie of Follow-Up
report—on the prolonged use of IMF IMF rescusrces may signal a failure to The follow-up to the TEC report
respiarocs,! Shortly afterward, the Man- achsave thay key nhjecthve—which can fooused more gencrally om Emprondng
Director issued a statement to impose costs on the meniber country, the prospects for succesdfial implementa-
the Executive Board welcoming the damage the IMFs credibility, and taom of all IMF-suppeoned
TECFs report, agreeing with many of its ~ make it more difficult for the member  through the adoption of policies and
findings, and indicating that the IMFs o mect its external obligatons (inclod-  procedures that promote better program
would establish a staff Mhmmhwhhm deesign and strong country ownership,
b Tt alsoy inchuded neasunes sinsed] specifi-
building an the stinguishing b call at cases of prokoged use of IMF
. i Mtﬂuﬁ;dﬂlﬂtlﬂhﬁ
and those sions on whether to provide Fund
1EQ fimancial wppar for 2 member’s adjust-
imthal and could b and with a clear understanding of the
Y I its ik, the staff task force bone-
] on Evaluation of | L Ercnins M NS Pk coRnener I
Iﬁﬂﬁ?@mhmﬂlﬂiﬂ ® the poniblity ther prolonged s throuigh 8 process of external ousreach, -
uhmmuuw miay be the result of weak program including seminars in Berdin, Cambridge,
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CHAPTER 4

along with timely attention 1o the TECYs Rutire
reports—woiild be crtical o ensure that the work of
the TED makes its maximum contribution o enhancing
the lissening and leaming culture within the IMF,

In their March discussion, Direcioms generally reaf-
firmed their obsenations dunng the Board's discusson
of the TECY reporr, in Seprember 2002, regarding the
extent and matore of problems posed by the prolonged
use of IMF resources. Ungler proper circinmsiances,
mast Dircctors agreed, long-term IMF financial
engagement could be an appropriate response 1o help
member countrics addres decp-scated problems that,
by their natire, required many years o resolve. These
problems have been particularly prevabent in Jow-
incoame countrics and countries i cranstion. Directors
absor observed, however, that at nmes prodonged wse
can be associated with inadequare progress n dealing
with a country’s key exonomic problems, and that, in
some cascs, profonged vse and the associared policy
conditionality can hinder the development of domestic
instEuHons.

Thie fmancial impheations of profonged we for the
IMF s regnidar resources and for PRGE resourocs also
were a possible concemn. Dircctors broadly endorsed a
number of measures aimed specifically at cases of pro-
leonged use while siressing that attentsion should also
focus on improving the prospects for succenful imple-
menarion of all IMFP-suppormed programs. This would
be achicved through the adoprion of policies and proce-
dures thar promeste better program design and among
local enwnership, along with accountability for outoomes,
Im that context, Dircctors also supported the recommen-
datbon thar Boand decisions on the provision of TMEF
finansial support be transparently based on candid asscss-
meents by the staff of the risks and constraines imvelved.

The strategy outlined by the task force reccived the
Board™s broad support. This would entail:

® the Agorous implemenmation of TEQ recommenida-
tioas to imiprove surveillance, condinionality, and
program design {including the need far greater real-
ism in program objectves and asumptions|;

* additonal measures o strengithen “due diligenee™
for prodonged wiers (incheding more systematic ex
pest assessments ) and enhance informatkon for deci-
ston making; and

= further substantive consaderanon of ssues rased by
the TEQ in the contest of future discusssons on sur-
vellanee, program design, and the role of the IMF
i Jowe- Ecome countrics.

As for the priority scconded by the TECY and the sk
force o making surveillance more effective, Directors
felr the diligeny implementation of the conclsions of
the recent sunveillance review (sce Chapter 2) would be
key 1o ademtifing economic weaknesses and building
domestic support for sound policies. Directors stressed
the need for the il w combine clarity and candaor
with a recognition of the social and political realitses
that shape economic paliey; to complement sourd
sdvice on economic objecrives with discussions of alier-
native wavs of achieving those objcetives; and o reach
ot meare broadly, incloding to legislative bodics.

In addinion, Dirccvors noted thar the linkage of
some forms of donor assistance 1o the exisence of an
IMF-supported program, and the IMFs catalytic role
with respect to private financing sources, can result in
pressures for IMF lending decisions that contnbute to
projonged use. In thar contexe, Directors confirmed
the conclusions of their recent discussion on mecha-
nisms for sgnalmg the IMEFS aocsment of members”
peicies {see Chaprer 2.

Systematically monitoning the timely implementa-
tignn of the various elemenes of this sorapegy, in the
context of the IMF's reviews of condinonality, woulkd
be important, Directors stressed.
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The Fight Against Poverty in Low-Income Countries

he central objective of the IMFs operations in

low-income countries is deep and Lasting

pewverty reduction, which requires sustained eco-
nomic growth and policies directed toward the needs
of the poor. These are most likely to come abour when,
first, policies are sound, tailored o the needs and cir-
curmszances of individual countries, country-owned,
and supported by strong institutions; and, socomnd,
when such national effons are reinforced by a suppaort-
ive ghobal economic environment and intermational
assistance, When these other conditions are in place,
international assistance can be highly effecrive.

This *rwoe-pillar™ strategy was firmly endorsed by the
mtermational commiininy in the Monerrey Consensus
and reaffirmed at the Johannesburg Summat on Sustain-
ahle Development.! The strmegy B based on the need
for 2 sense of respansibility and determination in fow-
HRome countrics o pursue sound policies and good
governance, and it stresses thar this must be matched by
better and stronger international suppont—through
increased and more effective ald, echnical sssivance,
and a supporive intemational environment, inchading
better market sccess for developing countries” expons
and the phasing out of trade-distoming subsidies,

The IMF s committed to the fighe against world
poverty. The IMF's involvement in this crucial effor is
within its mandare, pragmatic, and guided by consider-
ations of effectiveness and practicality. Fimz, the
instruments, policies, and procedures that the IMF
brings to this cfforn must not only be consistent with s
institutional mandate but also be attuned to the special
needs of low-income countries, Second, w be effective,
the IMF must focus on its core arcas of responsibility
and comperence, where it has a clear comparatve
sivantage—macrocconomic palickes and their support-
ing instinuckons, which are critical vo establishing and
maintaining conditions for sustainable growth, the pro-
motion of sound financial secrors, the development of
Fnancial markets and the prvate sector, and the ssabil-

The Conforenee on Financing for Devclopment was beld in Moo
vowrey. MSewcn, im March 2002, The Wiorld Sammic on Saaunablc
Divelopenent ook plece = fehannedbnrg, South Adrica, s loe
Auguse DD

ity aaf the inpermational financial system. In the progess

of its involvement in poverty reduction cfforts, the IMF

must alsa clearly define its expecred contrbution and
delineare its role relative to those of other development
partners, particulerly the Workd Bank, which has the
lead instatutional role in poverty reduction. The Exccu-
tive Board discussed a numbser of aspects of the [MF's
support for low-mcome countries during the financial
vear—the subject of this chaprer—and will be deepen-
ing this work program in FY2004,

As part of the second pillar of the poverty reduction
strategy, the IMF suppors its poorest members in sev-
cral important arcas:

* Helping them to develop and implemient economic
adjpustmcnt and ceform programs aimed ot acockerat-
ing sustainable growth, The IME s contribartion to
thesc programs is in i3 arcas of core expeniise, st
within the Poverty Reduction Straregy Paper { PRSP)
approach (see Box 5.1 ), and supponed in many
cases through concessional loans from the IMF's
Poverty Beduction and Growth Faciliny (IPRGE ). In
recent vears, the IMF has abso conributed through
its technical assisrance activities—including through
regaonal technical asistance centert delvenng fiscal,
financial, monetary, statstical, and nsuition- baild-
ing training in the Pacific and Caribbean regions and
in Africa (sce Chapter 6}, In addition, the IMF is
cosponsor of a targeted cffort 1o assist the soven
poorest countries of the former Soviet Union—the
CI5-7 Initiative {Box 5.2).

s Helping the Heavily Indebred PMoor Countrics
(HIPC) address the burden of wnsissainable delst
through the enhanced HIPC Initiarive.

# Advocating betoer market acoess for developing
countrics” expores and cimination of trade-
distorting subsidics.

* Supporting the call for increased and beter-targered
suppart by the international community, and the
system for monitodng actions aimed at the achisve-
ment of the Millennium Devebopment Goals
(WGs),

Orher initiztives include collaborating with the
World Bank on financlal sector work in the areas of
mikcrofinance, finance for small and mediom-sized
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CHAFTER 5

panners,
mdu::ndwndhrﬁ:IHFndﬂr
World Bank. Updated periadically (up
1o five years) with annual progress
reports, PRSP describe the country’s
mucroecanomic, structural, and social
pobicies andl programs over a thec-
year of longer horizon to promote
broad-based groweh and to reduce
poverty, & well as ssociated external
finamcing necds and major sminecs af

Box 5.2

The CI5-7 Initiative

The CI5-7 Initiative was bunched at
the Spring Mectings of the IMF and
Warld Rank in Apeil 2002, following a
seminar in London in Mm
by the IMF,

ﬂﬂd&b}#hﬂdwmh
Apeil 2003,

Third Forum on Poverty
mwﬁrm?

mmrmnmhrnwhﬁx
tion Strategics for C15-7 countries was
htﬁ]ﬁm'ﬁhtr + Kazakhwan, in Decem-
ber 1t was organized by the
#nﬂinl:.duua and the Uniged
mwmuﬂ

Representatives.

ormamecnt of Switecrlamd.

4l ANNUAL

Bank il [MF have agreed o peovide
concessional assisance on the basis of
Interim PRSPy, [-PRSPs sumimanizc
the currens knowledge and analysis of 3

_ermiAkry s poventy situation, describe

the existing povery reductson straiegy,
and lay out the proses for prodiacing a
Ellrd:ﬂ:lq:nﬂﬂ-ﬂ"ml participasory

Mmmmmm
the sccompanying IMFE Workd Bank
Joini Sradff Asscesments {|5As), are
made available on the IMF and Woarld
Bank websites in agreement with the
member country. FRSPs and [-PRSPs,
as well a5 policy documents related to
the PRSP approsch, can be found on
the IMFs webaire.

of the donor comemunity alse inchided
the Asian Development Bank, the

Bank for Reconstruction and

:I_'EIRI}‘.I.Ih.-Eunpuu

Union (EU), the International Labor
Owganization, the [slamis Development
Bank, Fran<e, Germany, Japan, Sweden,
Swarzerland, Turkey, the Unired King-
dom, and the Unived Seates.

Forum partcipants shared experiences
in designing and implementing poverty
redisbon swrategicn. Boecause most of
the countries were close to finabizing, or

PRSPr—the use of poverty and social
impact analysis matems e poverty

REFORT 2003

enterprises, long-term hnance, stock
markets, and acoess o international
capatal markets, especially foreign
direct investment. To promoie pri-
vaie sector development, the World
Bank and the [MF are scbang wge
pikot investment councils. Such
councils have been euablished in
Gihana, Tanzania, and Senegal.

Aligning PRGF-5u
Pr-ugmms and the PRSP
Approach

The PRSI approach has become
1.-.:||.1t|3' .al.'n.'rpl:r:d l'r'_l. lovw - ncoame
countries and the donor commumity
as an effective way o mobilize broad
input to and ownership of natonal
povery reduction straccgics. Hiow-
ever, the PRSP 15 still a relatively
e iInstrment, wihose concent and

montterng, inking PR5TS to the
budget, u#dnmtslipmltmnqr
port of PRSP
* [miditsfesializarion qr':HPHFh
irrenppthn governancy and aocanng-
wliiry—the rodcs and responstbilitic
of various groeps within civil seoery:
oty grosps, parlament, local
povernment, and the nedia
A key message from the fomm was
the meed to ensure thar the PRSP
Isceomes fully integrared into the regu-
lar business of government, including
budget preparation. This effore woald
Ietrer amilysis of the social impact of
policies, 2nd 1o suppoer improved
Myﬂﬂmﬂdmﬁqﬁrp&ﬂh

Mecting in Lucerne, Switzerland, in
Fuiary 2003, representarives firom the
govermmenis and civil socscty organdza-
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THE FIGHT AGAINST

[Hl'l.h.'cl.h.lrn are |.-|.'-|.r|'|1|.‘|p. A Fespmsc (0 lessons learmed
and the needs and capacities of individual counimes,
Following up recoammcndations in the Board’s reviews
of the PRSP and PRGF lending in FY2002 (sec
Awngal Repors 2002, Chapter 5, increased attenticn
i+ being paid in country programs to creating the nght
environment for investment and growth, In addition,
cffors are under way to bang poverry and sockal
imipact .'ln.ﬂpi.i I_Pﬁ-[.‘t_l more lgnl!l:nutn.'.ﬂl].‘ tos beear in
the tormulation of poverty reduction stravegees and
under PRGF lending, and to strengthen public expen-
ditvere management, especially in collaboration with
el World Rank ( Box 5.3,

The reviews of the PRSP and PRGF also focused on
the rension between the ambitious objectives set oul in
the PRSI and the need for a realistic famework on
which e base nathonal budgers and PRGF-suppaoned
programs. In Apnl 2003, the Board discussed impor-
eant new aeps 1o help align the PRSP approach and
PRGF supported programs, imcluding:

POVERTY IM

LOW-INCOME COUNTRIES

& g cifort to INCEMTHERARS TR realmis ]'lrIIP]I;E‘III:H:IH-
and assmprrons;

® raticmalizaton of documentaton under the PRGE
foan progrim o demonstrate clearly how the PRGE
suppons the goals of the PRSP plan, indicate how
podicy chodces have been made, and redoce averall
reponing requirements; and

= greater coherence bemween PRSI plans and the bud-

BER process i lonw-imcoane countrics, amd ¢loser

symchrondzaton of the orcle of PPRGF-supponed

frresgrasiis with those of the PRSI and natiosal
budgers,

The harmavnzation of donor procedures with the
budget and PRSI processes will have a enticil rele to
play in the success of this effort. Looking forwand, seaff
will be deepening its work on related anabytical Bssues,
including the lnkages between macrosconomic and
strucmural policies and growth in low: income countries.
A qoant IME- Bank rescarch conference on this mexus of
pssues is planmed for che firs half of 2004,

tiesns of the CI5-7, mubtilateral organd sl assistance—including debt relicf ments between Riosis snd Armenia,
ratimns, donor countnics, academia, where neccssany— (o ooipndrcs follow- and agreements sgniced by Karakhatan,
and intermational noagovernmental ing appropriate palices Bussia, and Usbekistan with Tajik-
organieations strevaed domor coarding- batan—also provided ewential rehel
tion, good governance and country Assessment of Progress Fiscal positions in the region had gener:
ownershig of reforms, capscity buald- Progress under the C15-7 [nithatne was ally Imnpeoved, but debat bundons
ing, and regional cooperation. The reviewed in an April 2003 report pre- remained high in somse countries.
conference brosdened and deepened pared jointly by the European 11 The report noted that underseanding
the debate to include 3 range of cco- Deparement of the IMF, the Europe of trade Bsucs amony the CI5-7 coun-
momic, maitational, and socal Bsoes anel Cemtral Asta Reglon of the Wioald Erics was improving des to the cuonane
that must be tackled if the seven coun. Bank, the Banking Department and analytical work, but concrere pesles
trics &re to complete the rranstion Oifice of the Chief Econormis of the were bess vissbde in thas arca. Ingrovng
process and seoure a lasting reduction EBRD, and the Eavt and Ceniral Asia regicinal cooperation o promone acher
in. poveEry. Begeonal Depanment of the Astan than provent transit rads is key po
Although confenence Development Bank, unlocking the growth potential of the
Tighlighted the lomg road abead for the The spoaane of the nRiatve fownd coitrics. Adcem to the EU and other
C15-7 countries & they soeck 1o become  that results from its first year were industnal country markets remains 3
improve Eving standands for their peo- signiificant sdvances in designving and Mwﬁ:m?m
e, the country delegations were imit prosgrams in the context of will continue fo share many common
3 i about the fimure, the PRGF/ PRSI process, and that istey for years o ooene, there isa
Indeed, the pickup in growth during process provided a wsefol framework for growing divergence of policies and per-
the past few years, despite weaknesses in coordinating donor sappost. PFrogress formance. The report concluded thar it
e Flobal coomamy, has led o some was alve mshe 10 addressing the debt wenald be usclol to reexsamine the bene-
reduction in poverty, suggesting that isue, sibeit ab a alower pace than hoped firs off grouping all scven countrics
these countrics are on the nighs path. for by some participants. Paris Club under the same initiative. The nest
The consensus that emenged ar the reschedulings for Geoegia and the meeting of the CI5:7, donor govern-
Lucerne conferonce was that further Kyrgye Republic provided valuable ments, asd the inberrational
concerted action would be necded 1o cush-flow relicf in those countrics. fimancial instimitions s ssed for the
enhance donor coordination and finan- Bikateral reschedulings—notably agree- spring, of 2004.
ANNUAL REFORT 20013 4
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CHAFPTER 5

Debt Sustainability in Heavily Indebted Poor

Through the HIPC Initative, the IMF and World
countrics to qualify for debt relief, within a policy

42 ANNUAL REPFPORT 2003

] =
¥ ﬁ"r"’-’-‘ﬂ-"{c

framework that can contribute to long-term debg sus-
tainability (Box 5.4). In additon, the IMF and World
Bank are helping these countries wo grapple with lssues
of incomplete creditor participation, HIPC-te-HIPC
deba relicf (that is, debt relicf in the context of clims
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THE FIGHT AGAINST FOVERTY IM LOW-INCOME COUNTERIES

held by one heavily indebted poor country agains thirds of these ¢ountries” ourstanding sock of external
another ], and creditor litigation debt, Commitments of HIPC sastance by the IMF
T dare, the HIT'C Tniviative, together with tradi- have votaled SDHR 16 Billioin thaes Fae, o about $2.1
tional and other debt relief mitiatives, has resulted in billiom at the end-Apnl 2003 SDR Adaollar exchange
debe reduwction of absour S400 billion i ner present rare { Tabde 5.1). The debt rebief provided vo daze bas
value terms for 26 countrics—representing abaoul fwo- hrelped these countries mcrease anmual social spending
Tabde 5.1
W ﬂﬁmm as of April 30, 2003
Maombsr Dhecinion Poing Completion Polng Amicusit Amnoamt
Lenanineesd Ihisbarsed®
Henin Tusl. 00 Mg, 2003 LR 2l
Busivia ﬂ 1T Sep, 1998 212 213
Thodesas oo Juan. 2001 1.1 L
Pissking Fase Sep. 1982 Juil. 20040 %} 16l
Pusking Faso Tl 20000 e 2003 aF.m 181
il &' vodee Mlar, JUREE - % =
m M, 20411 Floating ey L=
The Thoc. DO Flouting & (LK
Cihama Feels, 2002 Flouting .1 99
Guines e DM Flosting 43 A 3
Ginirsea- By Thoc DOIMD W w2 0.5
Kiuyars Dhec. 19973 My I 158 156
Ciuyans Bore. 2000 Flosing 7 3
Hatubaiai T, 2001 Flsting ALY 45
Msdaguscar e JHHD Flosing Ttwih B0
Malmiy Thee. J000 Floating 3l 23
Mk Sep. 19982 Sep. 2000 L 10&
Mk Sep. 2000 Feh. 3003 M7 AR E
Manntusia ek, 3o [aan. 202 A 284
Musearnbisjue Apw. 19858 laan. VeRr wiz 932
Muoeambiue Ape. 2000 Sep. 2001 137 148
Nicaragis e JHMD Flusging 6.0 Lo
Niger Diec. 2000 Flowting 214 a3
Fwands e, 20400 Flosing FA ] Hd ]
Sl Tond and Principe Dec. 2000 Floazing - 24
Scoegal Jum. 2000 Flouzing, s 82
Sicrra Lo Mlar, 20012 Flusssting LA 473
‘Tanrania Mlar. 2040 e, 2001 Bra A
Ujgands Ape. 1907 Apr. 1998 BlE 515
Ugganda Feb. 2000 My 2000 621 702
Faenilda e, WM} Ploszing L] LI
27 memnbers, of which 26 members received
comenitmens of enbanced HIPC wmshaance LiFo.k (W -E7 3

Difinituene: Dechsion potre Pose o shich e [AF deeades shether o member gualifes for suhtsnce under the HIPC Tttt (nesmally o ghe el
iof the imitial theee-year perfirmands periad | and decides on the imount of nshtsnte 1 be comimod. Completion point: Poist ot which e oomsery
recrrvcs the bullof i ssstasor under the HIPC Tnitaar, sitbout sy Rirher folicy cosdeionm. Under the cabanced HIPC Bnatative, the rimsing of the
contipletion pasist § linked o the implementition of presgreed by sracueal nooims (Le., Boasing completon poi |, Ameant comminted: S of
HIPC satancs Setezmined, in comaltstion wnh tbe Workd Rank, ot the dochion polnt 1 be made mailable by the TMF. Arrvint dnbuned . Bes s
dinkrarcd g0 the member b bl mers debst-ssrviie papinents to the IMF. Dinbursemenss dfe normully dependent ua eetipd of welficscnd finanding -

Aldrigenal HITC decisnt ponl.

Machuben commitment of sddaiona] enhanced HIPC suhitance of STV 10093 million sibsect bo fovegs iof wshiboory Snsncing mmrances Hom otler «
ko,

FFiquivalent by iber summemetind svwans of $11 5 callen o devmen goad cochaesgie eaies | Alank |7, LR
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CHAPTER 3

friom around & pereent of GNP on average in 1999 o
about 3% percent in 2002, more than three times the
amount of debt service (Boxes 5.5 and 5.6).

* By the end of April 2003, 8 countries had reached
their completion pobnts under the enhanced HIPC
Initiative and receved a reduction in the stock of
debr. (Mot all the envisaged debt relicf has been
delivered o these countries, )

= Another | B countries have passed thelr decision
points and begun o recerve interim debt relief on a
fow basis, Some of these countrics have cxpencnced
dedays in reaching their completion paints, twing to
the nme necded to prepare high-gualin: PRSI plans,
program interrptions, and slower-than-exspecred
implementation of other completion pednt triggers.

*= As expected, it is proving difficult to make progress
in bringing the 12 countrics remaining to be consid-

4 ANNUAL REFPORT 2003

ered under the Initiative to their
decision poines, particularly because
mist of them have been affecied by
armed conflicts,

Db indicaross for a number of
countrics have wonened because of
the weakened ghobal economic envi-
ronment. The HIPC Initiative has
Hexibility to provide additional deba
rehief at the completson padant, if a
country has suffered a fundamenreal
change in cconomic circumstances
owing o excepthonal ourside
shocks, (At the request of both the
Wordd Bank and IMF Execurive
Boards, the IMF staff has under-
taken further analysis of the costs
and benefits of different caloulations
of “ropping up™ HIMC rclicf at
compction points, | But, mone gen-
erally, the econamics of many
HIMs will continue 1o remain vul-
nerable to both domestic amd
external shocks, In addition o
HIPC debe reliel, the achicvement
and mamntenince of a sustainable
debr siuaion will require sound
eoonomic policies, good gover-
nance, and prodent debr manage-
ment, a5 well as sufficiently conocs-
sional rerms for all new firancing.
The IMF provides technical assis-
rance in this regard (almost 17
person-years of HIM -asocated
ficld delivery in FY2003); see Chap-
ter 6. For details of the IMF's own
fimancial contributions as well as the
bilateral contributions from 94
corantries, sec “Financing of the
HIPC [nitative amd PRGF Subsidies™ in Chapter 8.

Looking beyvond the HIMC Inatiative, IMF staff are
developing an analytical framework for assessing debt
sustalmabality in low-income countrics, 1o complement
the new procedures adopred during the financial year
for other IMF members (sce Chapter 2}, In this con-
geat, staff will be working with the World Bank and
tnterested partner agencics to reach a comcrisus on the
ways in which debt sustainability concerns should be
reflected in the design of these countries” financing
strategies and the programs supponed by the IMF—
inchuding decitions on borrowing limats and the
approgriatencss of loan versus grant fimancing.

Trade and Market Access

An essential element of the fight againss world poverty
is & greater ¢ffort 1o ensure that developing countrics
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THE FIGHT AGAINSGT POVERTY IN

secure improved marker access for their exporns and that
trade-distoming subsidics are phased out. While action
by industrial countrics will be pariculady important in
this regard, developing countrics will also benefit from a
reduction of their ovwn wade barsiers. The IMF's wark
an trade sues duri.rif; thie Anancial !.'rar'indurh-d Bisard
discussion of a repoat on progress with the Doha
agenda {Box 5.7); a review of the IMFs trade policy
advice dunng the remainder of 2003; a greater focus in
IMF surveillance on marker acoess isaes faang develop-
:||.'|F countries: and fuller nclessan of trade |:l|':|h|;
considerations in PESPs. To ennch the bt effort, point
PRSP leaming events were planned with the Woeld
Bank and through the Integrated Framework for Trade-
Belaped Techmical Assisrance to LIDCs,

The IMF has also cooperated with the World Trade
Crrganizatson (WO on ways to enhance the coher-
ence of the work of the tvo organizations, and stood
ready o contribute o developing for an agri-
cultural trade agenda for Africa? The TMF staff has also

=|"|'l|l|'lll|.|h.l':l'l.l...':h a9 agends wore msde by Presidest Chirac of
France [also president of the €G-8) ai the 23nd conference of Heads
ol State off Alraca and France o Pelsmary 21, 2003, sl convered bear
monizanon of G- & preferencial trading regimes for sab-Saharan
Adfrica; chwurng that CHECTY sgricalioral cuport isgpnon pobicies do
et diwrupe bocal prodasction; wd redocng the valnerabiliny of the
pondet prosdicen Bo commahiey poce volalalty, The [MF has begri
requested o pamicpate in & G-E working groap on the las mope:.

hmﬁﬁﬂlﬂﬂwh

mhmmmm
became cligible for mmterim debt relef,
which is designed to sustain 3 reform-
ing, heavily indetiod country
qualifics for full debe relicl an its HIPC
completion poine. 1t is this interim debe
‘relic] that is at work at the signposted
constriction sites and project locations
around the country. In 2002, Ghana
received a total of 276 million in

LOW-INCOME COUNTRIES

and 519 millioa irom other croditons.
Of the interim relicf total, the authod-
duhtnuulﬂﬂilﬂ-l_.

the rewansces For generad pusposcs,
ﬂm—ﬂ&ﬂfﬁ;mﬂﬂﬂ-—
lion is devoted to reducing the sock of -
domestic debe, leaving just over $80
mmmn
increasing the level and proponion of
q:ﬂﬁ;nu rediction.
-Ghuunnuﬂnﬂnhnqmd-
ficd that the pmm—ﬂhpﬁ
mﬂlﬁﬁl#pﬂhﬁjﬂlﬂﬂ,
be devoted primarily to basse edues-
tiomn, with fuands sl allocared 1o
p:hﬂj&ﬁhﬂn,m riwral
water supply and sanitation, feeder
o, and miral electmicity provison.

unkil if

provided the WTO with its analytical perspective in the
Fund's arcas of cxpertise on cermain propesals for spe-
cial and differential trearment.

Monitoring Progress Toward the Millenniu
Dwnl:lupr“ranl'ﬁmﬂi "

Ar s Spring 2003 meening, the Development Coam-
muittce of the [MF and World Bank considered a
framewaork, prepared jointly by Woed Bank and 1MF
staff, for regular monitonng, in the arcas of Bank and
IMF institutional mandates, of the main policies and
acnions that developing and industrial couneries are
'il'l.'li'lltl'ﬂ.l.‘l“lrJE fo promote thee achicvenicit of the
MDGx and relaved develspment outoomes

As proposed, the approach would assess the ade-
quacy of pedicies, instinations, and governance in
developang countnes; the macrocconomic, aid, and
trade policics of developed countries, which are essen-
tial for fosterng the global partnership for develop-
meent envisaged under Goal Eight of the MDD s the
quality and effectivencss of development asssssance; and
the effectivencss of the intermational Anancial s
ticns in promoting a strong global economic
environment and supporting country effons o meet
their development goals, The approach was designed to
complement and support the work of the United
Nations and other agencics in monitonng progress
towwvand the achicvement of the MDD s
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CHAPTER 5

Urgent progress in enlarging marker
actc for doveloping countrics and
it hr b b badi
in developed countrics was essential,
the Cosmimittee pointed out. Develap-
ing consnieics, for their part, should abwo
further liberalize their trade regimes 1o

maximize growth and dovclopment
3
Ar the Anaual Mectings m Soptenm-

ber 2002, the IMF and World Bank

sponiaored a scminar to discus how

developing countrics coukd use trade to

promote thear development and how

industrial couniries might help them
In contrast, 75 percent of the people created by the global trading system.
It in sub-Saharin Alrea subssst on 1 acale-
less than $2.00 3 day. Kenneth Rogodf,  mis, the World Bank,
Economic Counscllor and Director of institutions, and both industrial and
the IMF's Research Deparimens, was developing prremments—
equally ertical, calling the magnitude conchuded that any casing of trade
of suppart given to farmen in rich barrices muse happen multikierally,
conpntries “snnnaing.™ with nurth-south negotia

Support for reducing trade barriers tion during the Daoha Round, snd

also came from the IMFC, which said that global trade lberalization,
i s commmumnigjoé thar sk despive concerred internarionl
stantial trade iberalization in the Doha  cfforts, would be a long, dawn-out
Raiend was viral for global growth, PrOses,

focus and effectiveness, as well 3 the concerns under-
scored by the IMPs Independent Evaluation Cifice
abour the impact of prolonged IMF financial engage-
ment on the Fund and i members. Major issues of
concemn include the appropriare dme frame for [MF
engagement; consequences of the linkage of many
forms of donor assistance to the existence of an IMF

Looking Ahead

As P\.'ITI r.'rfl:hn IMFs 'l'.ItI'IEI:IEI.‘IH, m:mihm'ng ol Bl s
tance, early in FY2004 the Board will review the ways
in which the Fund engages with low-income countrics.
Oine aspext will be the role of the TMF in low-income
eountrics over the medium term and ies befp vo mem-
bers (especially low-imoome countnes) dealing with

shocks. Another aspect will be how IMF asastance to
lovoe-income countries can best balance is commirment
to supporting the PRSP process and the achievemens
af the MDGs with the need o preserve the IMF's

4 ARNUAL REPORT 2003

arrangement; and wavs in which the IMF can signal is
views 1o dofors on oountres” econamic policies in
cases where there may be Grtle need for the use of IMF
FESMIFCES,
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Technical Assistance and Training

oatnd economic pobcymaking and implementa-

o resquine know-how and effective institutions

of government. Many developing countrics, in
particular, need help to build wp expertise i economic
management and advice about what policics, reforms,
and institutional arangements are appropriate and have
wosrked well elsewhere, Help of vhis kind b provided by
ithe IMF through tvechnical assistance. This is a benefit
of IMF membership, provided ar no charge except for
countries thar can afford 1o reimburse the IME. (The
framework wsed to allocate resources for technical assis-
tance is outlined in Box 6.1.)

The IMF's techmical assistance aims parthy to help
countrics strengthen their polioemaking capacity—both
human skills, and institugional crganization and proce-
dures—and panly 1o help with the design of partcular
polices, including reforms, Macroeconomic policy
reform may invelve refirm of public expenditure, over-
haul of the budget and fax systems, Improvements to
the mm:ig:ml:nrnfmmr:} and credir, a change in the
exchange rate regime, or help in the arca of interma-
mional sandands and codes of transparent policymaking.
Training is prosided o strengthen the skills of officals
in the instinaons responsible for policymaking, such as
finance ministrics and central banks.

Member countries amach grear importance 1o the
role of technical asestance in reinfordng the effective-
fess of the Fund"s work both in sorveillance and crisis
prevention, and in cnsis management and resalution,
including it lending operatbons. For example, many
Eovernments in low-income coantrics are developing
poverty reducthon strategies bur noed rechmical assis-
tance 1o draw up an operational plan and puat it inoo
effect. Such stravegies can pinpoint capacity-building
needs and help mobilize adequate technical assistance.
And crucial for lasting poventy reduction is thar local
expertise be developed, especially in the management
of public resources.

The IMF has also given comsderable technical assis-
tance to countries and rerritaries thar have had to
recstablish government institutions following severe
el unrest oF war. Revently, countnics of teritonics
receiving this kind of help include Afghanistan,

Albania, Bosnia and Herzegonvina, Kosove, and Timaor-
Leste { East Tamor).

External Financing for Technical Assistance

The IMF finances its technical asistance mainly from
its own resources, but external financing is also an
imporant source of support. Such external Anancing is
provided a5 grant contribastions mainly under the
IMF's Framework Administered Account for Technical
Assistance Activities, but alis through cost-shanng
arrangemcnts under United Nations Development Pro-
gram (UNDP) projects and, in a small number of cascs,
direct reimbursement armangements; There were 12
active subsccounts under the umbrella Framework
Account in FY2003, including two new multidonaor
subaccounts w support the Pacific Financial Teolmical
Asistanse Center | PFTAC) and the two Afrien

Box 6.1

A Framework for Sclecting Projects 7

The IMF's Executive Boand in FY2001 put in place 3 formal

framework to allocate resources for technical asistance more

and berter align tochnical assistance with policy

prioritics. Under this framework, IMF technical assstance &s

divided into five “main program ancas™: crisis prevention,

powverty rehuction, crisis resolution and manigement, post-
conflict/ post-islation cases, and regional /multibiteral
arrangements. These program arexs are complemented by
three categories of “filters,” as follows:

s Target filterr: the technlical assimance muse fll withan the
IMPs core areas of specialization, support a limited num-
ber ol key program arcas, or burtress policy prioritics,
= Effectivencs filtere the technical assstance must be
deemed mo have a substannial impace and be effectively
supported and implemented by the recipsent country. It
abin should be sustanable in terms of financing and last-
ing in iss effccr.

s Parinerdeip filrers technical assstance requcsts have pref-
erence when defivered regsonally, bencfit sevenl
recipients, draw on multiple financal sources, or comple:
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Reginal Techmical Amistance Cengers (AFRITACSs).!
Box 6.2 describes the new subaccounts set up in the
past financial year.

Im FY2003, exrernal financing acooumted for albxsar
30 percent of total asssstance delivered by the TMF.
Japan remained the Birgest single donor, providing
some 70 percent of this external fimancing, Other beilat-
erdl domors included Auseralia, Canpada, Denmark,
France, Germany, Italy, Lusembourg, the Netherlands,
New Zealand, Norway, Russia, Sweden, Switzerkamd,
the United Kingdom, and the United Stares. Multilar-
eral donors included the Asian Developmcnt Bank, the
Inter-Amenican Development Bank, the UNDP, and
the World Bank.

IMF technical assistance 18 coordinated and
supervised by the Office of Technical Assistance Man-
agement in the Office of the Managing Director. A

more complete description of the goals, scope, and
operational methods of the IMFs technical assistance is

The balateral sabaconumin comprise: The lapan Advanced Schanlar-
ship Program Subhaccount, the Auaralis- I3VF Scholanhip Program
o Moka Subscomani, the Swikzerland Technical Assstance Subac-
count, the French Techmcal Asentimoe Sahicvimind, the Pleamark
Texhescal Asshiamsc Sebacoount, the Australia Tochnical Asshsance
Subwaccount, ke Netherlinoh Technical Awastancs Subaccoiie,

the UK-DFID Technical Asistance Subacoouns, the Dtaly Technacal
Avsmasce Sabacoouns, sl e Sweden Techiics]l Anmiaiice
Subaccount
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available in a number of dosuments,
including the Palicy Saressent an
TME Techmicn! Ammonee, available
on the IMF's websire.

Recent Developments

At its June 2002 meeting to review

IMF iechnical assistance policy and

capenence, the Exceutive Boand

endorsed messures to (1) introduoce
an institution-wide methodology for
monitonng and evaluating technical
assianae ctivities, and for imple-
menting 3 formal three-vear rolling
program of evaluatsons; and (2] set
up a comprehensive Ainancial acooumt-
ing system o capture the fll cost of
wechnical assistince delivery, both in
the fickd and at headquarters.

By the end of FY2003, progress
haid been made in these areac as
fodlbowes:

* Instiension-wide werbodalugy for
rrenitaring mnd cralnasion, Work
nearcd completion on a compre-
hensive approach thar rakes into
account intermational best prac-
tices and, where appropriste, builds on existing
systenms,

= Evelnaron pragram for FF2008=EFT2005 Ten pro-
pects have been identificd for the program, focuesing
on the three main policy issucs—the fink between
technical assistance and the IMFs surveillance and
policy work; the contribution of regional assistance
centers and the regional approach 1o rechnical assis-
tance delivery; and scrivities designed 1o respond to
new initiatives and calls for intemational assstance,

* Reoraerce managgerment, A three-year resource man:
agement project will begin implemeniation in carly
FY2004. The accountability and transparency of
technical assistance will be improved by this new
financial accounting system,
lis respesinie b0 a request macde by African heads of

stare for enhanced IMF support in fostering capacity

building, the IMF in FY2003 worked with donor
partners and participating African countrics to ostablish
two Africa Regronal Techmicn! Asmsanee Conters

(AFRITACs). Drawing on positive experience in the

Pacific and the Canbbean regions, the centers take a

regional approsch o building capacity by masimizing

technical assstance delvery among netghborng coun-
tries with similar needs. The first—covering six
countries in East Africa | Envrea, Ethiopia, Kenya,

Boanda, Tanzania, and Urganda ) and based in Dar ¢s

Salaam—was inaugurared in October 2002, The

sevand—eovering ten countries in West Africa ( Benin,
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Burkina Faso, Cite d’Ivoire, Guinea, Guinea- Rissau,
Mali, Maurtania, Miger, Senegal, and Togo l—was
inaugurated in May 2003, Originally planned for
Abidjan, it was temporanly relocated po Bamako
becanse of civil unrest in Cite d ' Tvoire,

A veam of resident experts ar each center cover the
cosre arcas of the [MF' CONTHpCLETIoE. '“'H::..' assist micanlser
countres o develop and implement their capacity-baild-
g programs, guided by each country’s Povernty
Beduction Stravegy Paper | FRSP). They help 1o camry
oart and moator angodng technical dssiatance programs,
facilitate donor coordinanon of ongoing capacity-buikd-
ing activitics, and provide vechmical advice.

Each center will work under the policy guddance of a
Stecring Committoe consisting of representatives of
member countrics and donors. This & intended 1o

AND TRAINING

ensure, on the one hand, full swnership of actvitics by
cauntries and, on the other, accountabilivy to and chose
coordination with donor partners. After the fint o
centers are independently evaluared, the IMF will con-
sider whether to extablish three additional centers to
cover thi rest of sub-Saharan Africa

Technicol Assistance Delivery in FY2003
One way the IMF measures s vechnical sssbaance is by
tracking the time spent belping countrics. In FYI003,
the IMF provided the eguivalent of 356 person-vears of
technical assistance. This was scme 244 percent higher
than in FY2002 and abowt 100 person-years higher
than a decade carlicr {262,6 porson yeam in FY194),
Reflecting new needs within program arcas, in
FY2003 rechnical assistance increased for post-

i

IMF Technical Assistance in Post-Conflict Recovery: Afghanistan

In 1995, the IMF cxtended its policy

on emergency fechnical assirance o dincct ssmsistance by the end of Fi2003, oy and administration recom-
inchede countres rocovering fiom war Supgpor was provided & oore srcas of mscnadations, The authoritics subec-
and civil siife. About 20 percent of IMF strength, with an emphass on quently worked with other donors
total EMF ficld assismance in recent capacity butlding i the Minwstny' of o implomcnt these recommicnida-
years has been delivered in post-conflicc  Finance, , D Afghanistan mions. As a result, the mindstry
sitnations, including in Banasd, liﬁ...uﬁlhtﬂﬂnﬂﬁuﬂﬂul developed a computerized treasury
Timar-Leste, Kosovo, Bosnia and Oiffice. wystem thar includes expendinire
Hermgoving, Sierra Loone, Republic of & Flammcirl seter, Streogehening control and reporting. On the nev
Congo, Taikistan, Rwasds, and, moss Adghanistan's banking syacm enuc side, the IMF s working with
recenly, Traq. started, literally, with vauly ropains both the suthorities and donoes an
In the Ialamic State of Afjghsnstan and refurbishment of seourity dooes. cuitoms legislation and its implc-
im 2002, an estimatcd soven million The madimentary banking system mentacion, apd the development of
people Bsced famine and midllions mone was functioning mosty without ben- 4 tax adminiaration.
were displaced from their homes, After efit of Boenscs, regulations, or ® Srarises. Sratistica] systems in
mare than 20 vears of conilicr, the key mipervision. Decidon were needed Afghanistan were underdeveloped,
economic intitutions of state—trea- on which currencies to use, with an urgent need fior data, IMF
sury, tax collecrion and castoms, exchange rees, and how o crre techndeal assissance helped to com-
statiition, el senvace, and judicial sys- Boguidity and baild confidence in a pile and disseminate the macro-
tems—wone [n dsamray or simply new national currency, the afghand, ceonomic and hnancal data neces-
The coniral bank ([ The basics of monctary-control, sary for fiscal and moncrary
Afghanisgan Bank) was 3 makedhifi banking laws and regulations, bank management. Teochnbcal asistance
institution attemprng t0 FeCOnsiruct 3 sapervision, and Bcensing all mneeded involved setting up sstems for
sharrered monctany system operating i e mrengthoticd or recstabdished. acomunis, GDP calculations,
sompletely in cash, The Tabban kept A payments system was needed 1o consumer price indices, and dara
few records and reportedly ook mil Excilitare commcndal transactsons rebovant to the balanee of
bisns af dollers when they fled in and essential services of the PEVIBERLS.
Movernber 2001, With three national BUCTTaETE. It will kake many years (o comploic
currencics, foreign currendics, and = Fueal mreggrioouing. In contras o the groundwork for sustainabic
barter sysicoma slmailianeoimly i wse, the ceniral bank, the Mindsery of growth. However, by the end of
the incoming interim government had Finance had basic systems, lws, FY2003, IMF staff and the Afghan
ner ks of the amount of moscy actu- and procedires that could be wsed athoritics were well oo thar way o
ally i circulagion. ower the near term but needed 10 developing and implementing 3 coondi-
IMF techimical asdstance teaiias dnd h:u.ihnpuniﬂil.mml:uf nathin plan for the many technical
the Afghan authoeities began working the TMF was to provide u frame- EREIATANCE iNICIATIVEN BN M roeconomic -
mqhﬂ!n Mm:.mm work for fiscal management management and for cooperation
ANNUAL REPORT 2003 4

veuirs (egutvadent o $1.4 nillhon ) of

agement aid detialed nevenine ol
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confaflact Msalation cases (see Box 6.3), regional initia-
tives, and crisis prevention. Anti-moeney laundening and
rerroriam emerged as very high priorities in FY2003,
IMF wechnical assistance 1o fight money laondering and
to combar the fnandng of veroonsm (AML/CFT), as
well as its continuing work on offshore financial cen-
ters, moee than doubled. Tevhnical sssistance also rose
for standards and codes and for the implementation of
Financial Sector Assessment Program { FSAP) recom-
miendations (see Table 6.1 ).

Geographically, sub-Saharan Africa continued 1o
receive the largest, and an increasing, share of [MF
rechnical assistance. This reflecrs the continubng, pricos-
ity of poverty reduction and capacity building in the
reginn, also exemplificd by the pwvo new Africa
Begional Technical Assistance Centers, Technical assis-
rance also increascd and has remained high in the
Asia-Pacific region reflecting assistance for post-conflic
cases, such as Cambodia and Timor-Leste, and suppon
for reforms in China, Indonesia, and Mongolia, As it
has over the past five years, technical assbstance o
Enropean countmics continued to decline, as maost of
the European transition economics no konger require
the large amounts of wchnical assistance that were
delivered to them a decade ago. Techmical ssistance to
other geographical regions, as well as for interregional

TiH:d-.I
MH‘I'H:- ﬁrm:ﬂﬂlﬂ

projects, remained broadly the same as over the pass
five vears {sce Table 6.2 and Figure 6.1 ).

The IMF's Monctary and Finan<ial Systems
Department? remained the IMEF's largest technical
assavtance provider, increasing its delivery to somc
120 person-vears, reflecting the increase in activities
linked to the emergence of the new intermational
financial architesture, The Fiscal Affairs Depariment,
the IMFs sccond-largest vechnical assistance prewdder,
decreased its delivery 1o 94 person-years. The Statis-
tics and Legal Deparvments both stepped up technical
assiatance by somie 5 person-years gach. The increase
by the Legal Dieparinsent was mainly a resuly of s
invalvement in anti-money bundenng and combating
the financing of terrorsm (sce Table 6.2 and
Figure 6.2},

IMF Institute

Through a rAch offering of courses and semanars, the
IMF Institute trains officials from membser countrics in
COTe Arcas-—macroeconomic management and financial,
fiscal, and exvermal secror policymaking. These ane
delivered by Institute staff or by staff from other [MF
deparements, and ovcasionally by ourside scademics
and experts. Training is defivered at [MF headguarters
in Washingron, DO and ar various oversess [ocaons,
Soinc preference in acooprance s given to
officials from developing and transition
CrranLries.

With the asssance of other depan-
ments, the IMF Inszitute delivered 119
couirses, attended by over 3 804 partici-
pants, in FY2003 {see Table 6.3 ). Abour
twor-thirds of the courses and abour half

the participant-weeks were provided
through the IMFs ax regional institutes
and programs, which are located in Aus-
tria, Brazd, China, Cote d"Ivoire,?
Singapore, and the United Arab Emirates
{sce Table 6.4), Training in Washingron
remained mportant, generally offering
longer couwrses and accounting for abour
40 percent of participant-wecks. Training
outside Washingeon and the IMF regional
network was eypically offered through
ongoing collaborations beraeen the IMF
Inatitune and natonal or regional training
Programs.

Following a numbser of vears of
inereases, the level of training in FY 2003
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TFormuerdy the Slonetany and Exchange Affain
Deparement |renamicd gs of May 1, 2003)
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Table 6.2
Technical Assistance Sources and Delivery, FY1999-FY 2003
{Tm ffrcrivw prrew -warr ¥
FY 19w FY 2000 Froal FY 20003 Fiinoa

IMF technical assistamce badges 2662 I5L.7 2655 1588 1622
sl Lewd 11 168 % 1712 1712 1741
Heashjusion-hased coenalasts 20 o4 BT 253 0.1
Fieht experis RLR e Tia 754 [
Extermal tochnical assistanos resouraos 0.2 R5.5 T . P35
Linired Sarhome Dievelopeness Program 14.5 BT A4 LI i
lapan a 3.0 5 6.1 al9
ey cofinandciers 147 KX o 120 0

Total trchnical sivistance resarces Aasid 2 i Mas Jsir
Techmleal assloramnce reglomnal delivery 085 2832 ITEE 0.0 1N
Adrica Ty L] 6h.2 TL® Tl
Aais and Pacrfic Ere 44 Lo ] &l el
Eanape T rr FLH | #h2 0.3 ary
Emreepe 11 449 i 0.8 224 ri |
Alidelic East am 175 T4 Ir4 W45
Westem Hemisphere 318 3y r =0 314
Regsmal and internegianal 45.8 479 IR BT L |
Techaical assbanee nonreglonal deblvery? o 851 a7.5 it &5 2

Tosal techmical swdstances delivery Ans. 4 AR72 LI FoaS T
Techmical assisramce delivery by depammen
Matctay and Finandsd Sysiems Dipurimens 127.2 112.2 lol.2 1155 1200
Fial Asfairy Peparmuene 1074 A e 9TA WA
Seatngics Dhoparimesd 419 491 453 497 557
IMF Inspmise 44 LR 44 Ba B5.4
Legal Deparvmens 1.7 R 154 155 9.6
Umber depunments® 17 113 112 119 107

Taieal trchmical asmintaces delivery A5 2372 EL LS Fda o ASET

Sorrve: TMF Oficr o Tochnical Astistanse Nasagemeni

A effective porsomn-prar il inchnical swniancs i 260 days, Mew definfions eed snce MY slais safusicd meimaciedy

Tndrret fochnical awistioee, imchading tocbedcal swislanss pobicy, mussgement, cralostinn, and other relscd actirmgies

Wmcacion thar Pobicy Developiment and Review' Depariment, the Techamiogy sod Genersl Sonvicos Dispartment, sl e Office od Technizal
Mty hlanagomant

F:gJ_-rE- o | ‘F:Igl..'l'E 6.2
Technical Assistance hj‘rﬂuglnn, FY 2003 Technical Assistance by Funchion, FY2003
1h o percersd of olal sesouroe, in Hem pa s yeary) Ha o pavcend of Solnl rescorom, s alecirey parpcnpean)|
|
Latin America Caonbibeas it g and
Ao 1% 3%' 24 {:1:275 rét,-.m...,
WF Inasitute 4%

Saotinsey
14%

Enww
%% 26%
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Table 6.3

IMF Institute Training Programs for Officials, FY1999-FY2003

hl_up“ FY 199 Frznog FY 20dF) Fy20z FY.213
traning

Coourses amd semiman el 12 2 1 13

Partcigants 676 76 o8 7i0 B8

IMarticspaiie weeks 3837 3a23 AT 2,500 3,104
Regeonal ramning iwafmstes end prosgrammt

Casirecs aned scmimsary ix KT - Td El e

I'articepanes 1iFE 1432 Lio2 2 A7 1549

Particqpant - wecka 1325 1185 A7) 4602 4.2
Chibarr amveracas training

Cisurscs and seminsmn 30 M 17 16 17

Farnopanm wER br Sied 4K 4an

Particapant weeky 1,120 Lo 1iM& LEL] )
Istassec bearning

Canirarsd - 1 1 X X

Particiganta® - a0 50 134 (A

Farticpanr weeksd = ] T B3Iz e
Tortall cvsarses ] comanar i | 1ns i 1 IE (HL
‘Totall parthcapants AT ML F e AR 3A53
Total paricipant-weeks 7,182 BT E5M 059 g619

Soorce: [MF Insnine.

"includes Joint Vienns Dnsaute (estsblished in 199.3), IMF-Sngapore Regonal Traming e | 1998, IME-AMP Regaonal Trassing Program in
Uinined Arah Ensiranes | 1999), fosst Adtics lnstinese in Cite o Tosiee (1999, Toing O INF Teaining Progeram | 2000, and ot Regional Traimng, Cesser
fior Lt Americs in Reasil | 3000 ). Dats for the ot Aftics Inasitiine eschide cownes delivered By the African Development Bank and the Witk Rank. Diats

e the Singapore Lnitsutr inchude & contre i it delivered by the Winkd Rank s FYT00 end FY2003,
Ihactuded from ghe bkl consfur oo behsw bevcaine i rembinnsl segeot o odlideal o the

IEnifue, daSivily .

Flhuns wihw wore sl o Sl pracdeasial part of sha coures ang incladnd beah here anad undar
Enetudon only parmopues-svcka inr the disance pan of che coume. Pamapant-wreks for she reddvasiad per e inclisted in hesdpuaners eraning.

g

Table 6.4
IMF Institute Regional Training Programs
e Imremaded

Raegional Program Established  Location Componsn Participant Coantries
Joirs Vienna Insisac L] HAistzia Aawrun suthorines, Bank gor Lnbernatioomal ‘Tranmitenn coamiries

Setthomiras, Eurnpean Rank foar i Europs and Mz

Nm Cregasizaion!
IME-Singapore Hegromal 1 Kingapore {rcrecmemann of Ringapone sosd tranushn
Traiming lmgituie womstrien i Amd aniad ther Pacufic
Ml@d 19 Unised Ak Aerah Monerary Fund Mombor counsrien of the Arab
Training Program Emiriten Munetany Fund
Joine Africa Tnsticune 199 Cie d*lvoare Afnican Developmomt Bank, Workd ank African aamine
Tinng Chna-IMF 000 China Pecgile’s Ranli of Chiss L
Joing Regianal T )] Brasil Gevemmmena of Brard Latin Amerhoan conimtries
Censer forr Lazin

A masvmbey of other Fiaropeii ooiumrees s the Furopess Uniben, dibough not formal sponeas of the TV, provkde Sousaal sppon:
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TECHMICAL ASSISTANCE AMD TRAINING

stabilized to thar in FY2002. In part, this reflected the
planned completion of the IMF's network of regional
training institutes in FY2002 {see Annual Repors 2002,
page 77}, but also that a number of training sctvitics
were cancelled 1 FY2003 as a result of the security
sinuation in Cote d lvodre, the war in Irag, and the out-
break of Severe Acute Respiratory Syndrome (SARS] in
Asa.
The IMF Insgiture comtinues o strengrhen its cur-
ricihim, In FY2003, new courses were delivered on
such ropics as anti-money laundering, ssessing
fimancial system stabality, fiscal sustasnability and trans-
parcncy, macrocoonomic forecasting, and safeguards
asscxsments for central banks, In Washington and s

regional instituges and programs, the Instinute provides
high-level officials with short seminars failored to their
needs. Topdes covered in FY2003 include current
developments in monetary and financial kbaw, exchange
ratc regimes and policies, Anancal marker ghobaliza-
tion, globalizason n histoncal perspective, and the
New Economic Partnership for Africa’s Development
{NEPAD]},

An independent market rescarch irm was contracted
in FY20H3 to assess the effectiveness and demand for
traming courses. A survey of national authosnes indi-
cated high satisfaction with the present training
program as well as high unmct demand for more
conirses in Washington and regional lecations,
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Transparency, Accountability, and Cooperation

any of the reforms birroduced at the IMF in

recent vears reflect a recognition that the

imstitution’s cifectiveness depends largely on
its ability to be transparent in developing and provisding
podicy advice to s members; accountable for the advice
it has given and kending decisions it has taken; respon-
sive 1o lessons drawmn from past expeniences, particulardy
i preygram design; open o outneach and dialogie
beyond official circles; and cooperative with ather
members of the intemuarional comumumity in pursuing
our commuon objective of promoting broadly shared,
sustainable growth, These remain key objectives for the
IMF on an ongoing basis.

Transparency of the IMF and Its Members

The IMFs Executive Bodard has sdopted a series of
micastifes thar aim to improve the ransparency of
miemibers’ policies and data, and o enhance the mn-
EUs s o franspareney and extermal communics-
tions (sce Box 7.1). In tuking these sieps to enhance
the IMF's rransparency, the Boand has had to consider
how 1o balance the Fund's responsibility ro oversee
the internanonal monceary sysvem with its role as a
comfidental advisor to it members.

As part of ity reguilar reassessiment of this balence,
in September 2002 the Board concluded 3 review of
the espenence with the IMF's eansparency policy and
dcussed next steps. [irectons commencled the
incredsed availabiliny of information abour the instin-
tigen ansd ity assessments of members” policies, but
emphasized thar transparency is not an end in iself.
The IMF's publbication policy, Directons noted,
formed an integral pan of members” effors o
improve the ransparency of their economic policees,
with a vicew to increasing both scoounrability and the
availability of reliable information 1o the pubdic,
including an the IMF's actions w encourage and assis
its member coumtries. Thus, Diarectors conadered the
impact of ransparency on countrics” coomomic poli-
cies and on market participants as an important
clemennt in asscssing the effeetivencss of the [MF's
publication pobicy, and they looked forward to further

FENRCW.

The mncreased painlivaiion of pemuiry docnmen e
under the IMFs transparency policy wias welcamed by
the Board, Nearly all policy intention documents of
countrics requesting IMF financial assistance are pub-
lished, and, in mose than 30 percent of cascs, countsy
asithonitics consent to the voluntary publicaton of ssadl
reports on Article TV consultations or the use of Fund
FEREMIMCTS,

In mowing forward, Directors soressed thar the
IMF's tramsparency palicy should not lessen the candor
of the instirunon’s dialogue with is members nor of
the stafl’s reporting to the Board, While the cxpenence
in this respect appeared o be brosdly satisfacron so
far, many Directors were concerned thar staff members
SOMTBETEMES FOE Pressunes [0 IINGE Fepon presenla-
tions, ¢ven while preserving the substance of asess-
e, Staff should continme te work po ensure 2
proper balance berween candor and confidentiality,
Prirectiors emphasized.

Systematic and nmely publication of country staff
repots can hielp o mobilize public suppon for policy
actions and enhance the TMF's acoonmabiliey, inee-
tors noted. In paricudar, release of Amicle TV staff
repons can increase the effeceveness of the institution’s
surveillance. Release of staff reports on the wse of Fund
resoatrees can, by prosading the brosder context for
IME-supponed progranss, strengthen the oredabality
of—and publi confidence in—these programas, while
alsa boosting program ownership,

Against thes background, Darectors welcoaned the
progress made under the podicy of voluntary publica-
o, amd agreed thar the releasc of staff reports should
convinee o be encouraged. In this context, they dis-
cussed the possability of moving from a palicy of
voluntany to presumed publication for Amicle IV cone
sultation reports and saff reports oo the wse of Fund
resoyrces. They moged that the ebserved high and ns-
ing pubbcanion rates for country sttt reports already
artest 1o thee unsferlyving positive nromentam thar has
persuaded mare and more members [ agree voduntar
ily 1o pulblish statf reports. They considered that
Prirectons’ continued suppon would remain vital for
further strengrhening this momentum. In Bght of these
ml:hiﬂ;nﬂmﬂ,]l Wk .:.;E.n:':d i eeconsader a |l1:|'|.5.||3||;
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CHAPTER 7

move o 3 policy of presumed publication ar the next

Board review of transparency policy, to take place in
June 2003. It would be usefil and consoructive, Direc-

«tars agreed, for the IMFs govemning bodies to be
to release of staff reports within the present voluntany
guidelines.

A range of views was expresscd on the possability of
authorizing voluntary release of Letters of Imeens (LOMs)
and Memoranda of Ecomemic and Frnancral Pelicees
(MEFPs) after their circulation o the Board, but prior
to the Board mecting, A number of Directors consid-
ered thar advance publication of L0V s/ MEFPs on a
voluntary basis in response to the member’s requess
could enhance public debate on the member’s policy
intentions. However, most Directons preferred 1o retain
the current policy, in order not o pre-empt the

56 ANNUAL REPFPORT 2003

approval by the Board of the understandings reached
berween a member and [MF mamagemen:.

Directors considered the policy that Public Imforma-
rion Novices (PIN:) for Article IV eovdaltations
concluded on a bapse-of-time basis should not incdlude 2
reference to this ure 1o avoid possible public
misunderstanding as to the Board's ownership of the
assessment. [f consultations are concluded on a kapse
of-time or shoet-form basis, many Directors felt that
this should be acknowledged in the FIN with an appro-
priate explanation, conststent with the objective of
transparcncy, and the present policy would be adapted
accordingly, Directors agreed that, in lapsc-of-time
cascs, the “Exccutive Board Assessment™ section of a
PIM would be approved by the Board, based on the
draft PIN circulaved separately to the Board three days
in advance of the lapse-of-time deadline,

In addition, Directors agreed 1o (1) allow references
o overdue obligations in Asticle TV PINs and Chair
statements, after a press release on such marrers has
been msued; (2) allow the release of information on
amended repurchase expectations for the Contingent
Credit Line and the Supplemental Reserve Facility
through a Chair statement, PIN, press release, or saff
report, if agreed to by the member; and (3) add
Financial System Srability Assessments and stand-
alone HIPC Debt Sustainability Analyses to the items
in the publication decision thar are anthorized for
publication.

On the publicarion of Board discismions of policy
iy, Directors welcomed that the current policy has
considerably widened public sccess wo information
about IMF policies, Most Directors supported a move
o a presumption of release of policy papers and policy
Public Information Notioes that include the summing
up of the Board mecting, bur many Directors saw merit
in publishing papers on administrative matters also,

Concerning the experience with implementing the
policy on delerions and corvections in saff reports,
Diireceors noted that the number of deletions had been
limited and broadly confined to highly market-sensitive
material, consistent with the policy. While there was
broad agreement that the present deletions policy
should be mainmined, many Direcross suggested thae
the policy be applicd flexibly. In this context, a number
of Directons thar consideration be given at
the June 2003 review to the possibility of deleting
highly politcally sensitive information. Moss Direcrors
endorsed the staff proposl to allow deletion of highly
market-sensitive performance criteria and strecrural
benchmarks that could be communicated in sade let-
ters, a3 a useful step in harmonizing the application of
the policy across decuments,

The hjak raliwnee of corrections in Aricle IV and Use
of Fund Besources reports was seen muainly a3 reflecting
thie effior by both members and sxaff to provide the
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TRAMSPARENMCY,

public with accurate information. A number of Diree-
tors nevertheless saw scope for greater parsimony and
rigor in this regard, and also noted that corrections
lead 1o publication kags.

Tinerly acceny to Execntfve Board sisntes was an
important element of the effort to improve the rans-

parency of the IMFs decision making, Directons noted.

They suppomed the proposal o reduce the current 20-
year lag, although they had different views as o the
approprate shortening, While there was significant sup-
port for a shortening to 5 years of acoess o minutes of
podicy decussions, many Directors consdered that, for
counery issues, the prospect of public scoess after 5
vears might unduly restrain the candor of the Board
debare. I was therefore agreed 1o shoren the period
for access oo minutes of Execurive Boand meetimgs 1o
10 vears,

Review of the IMF's External Communications
Strategy

In March 2003, the Board revicwed the IMF's external
communications strategy, the third such discusion
within five vears.! The review took stock of recent
progress in increasing the IMF's openness and enhanc-
ing irs responsivencss to outside views, including
concerns and criticsm. Despite vhe significant improve-
ments made, Directors agreed that challenges remain.
They considered that continued efforts are needed 1o
improve further the public's undemstanding of the
IMF's work, so that it can bewter serve its member
COUNERcS.

The IMF's relatively high media visibility offered a
viluable opportundty to carry oul extemal commianica-
tions more effectively, Directors observed thar
although the IMF's work—based on its mandate to
safeguand the macroeconomic and monetary founda-
tions of economic growthi—is viml to cconomic welfare
and nsing fiving standards worldwide, much of it work
tenads po attract controversy, This B not lease because a
prominent part of the IMF's job B to advise countrics
ap how best 1o Feoe economie reality in difficulr dr-
cumstances, including when they need the IMF's
hinancial support. In this context, Directors considered
that improving understanding of the IMF's work
and respect for its competenee, and enhancing the
credibility of its policies, are key otvjectives of it
communmications—and mone 5o than incrcasing it pop-
ularity. A continuing, concentrated effort to improve
understanding of the institunon would, over time, be

The 1MF "oxtomad consmunicaisons™ do not sxluds it somem
cumibneits widh Elie dutliodiben deed ol b of ifieatileed coriEiEs Al
oxcidnd are s coenmunicagions with othor inbermational orgamica-
pioita. The et Boaed decaiacs of the exrernal communicatosns
stratogy wan in Jully PR end che wcond in Februany 20040,

ACCOUNTABILITY, AND COOPERATIOMN

valuable in increasng support for it work m member
countries even if progress may seem incremental and
modest, Directors generally considered that more can
be achieved by betrer focusing and priontizing extennal
communications activity within the existing budgerary
envelope,

Focus and Coordination

The IMF's communications should be sharply focused,
Directors agreed, and the main themes should be
derived From guidance provided by the International
Monetary and Finandial Committes and from Execu-
tive Board decisions and work plans, Directions
recognized that external communications are a shared
responsibiliny of the Executive Board, management,
and staft, and that the External Relatons Deparmment
(| EXR) necessarily plays a crucial mole in ensuring that
the IMF's external commumications are well developed,
coordinated, and delivered. The department’s responsi-
biligics include keeping staff informied about the key
kssues for external communications, drafting and revis-
ing material for public statements, and coondinating
and advising on public speaking opportunitics and
interactions with the media. With the inevitable
imvolvernent of 4 nsing number of [MF plavers in such
activities, Directors believed that it would become
imcrcasingly important to cnsure that consistent mes-
sages are being delivered,

Availability and Accessibility of Information

The IMF's transparency policy has led po the release of
a greatly increased volume of policy and country papers
and sumimaries of Boand diseussbons, Dircetor
observed, with the IMF's external website being the
primary vehicle for dissemination. The IMF also pub-
lishes vast quantites of rescanch and statistical dara as
well as comprehensave information o its Gnances,
o scknowledged that the sheer volume of infor-
matiod released by the IMF, wogether with fts technical
and specialized content, ingreases the importance of
providing clear and bricl summaries and explanatory
matenal for nonspecialists, Direciors supported on-
going effors w improve the drafting, edivng, and
summanizing of IMF matenal intended for public das-
semination. They considered, however, that maore
needs to be done to make such material underssand-
able—including by presenting it in plain English and
reducing jargon. In a similar vein, Directors called for
continued effors o enhance the communicarson skills
of all IMF staff, which would be important not only for
improved interactions with the public but also for
enhancing the keaming culture of the instituton mone
broadly. Many Directors inderlined that sendor seafi
scross the IMF could make a positive contribution in
external communications, and comsiderathon s needed
how best to advance in this respect.
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CHAPTEER 7

Proactive Outreach and Dialogue

Drirectors shared the view of manigement and seaff
fhiat I:h-n Purposcs ul-uul::'l:h'i: and di.llu-g,:lc ireclinde lis-
EEMEME andd Il.'.]l'lli.TlF, as well as |r.|l'|:u1'n'|r!|g andd pm'r‘id:il‘lg
explanations for interdocuton. They acknowledged
that the IMF now, more actively than in the past,
secks to take into account the views of 118 critics as
well as supporters in developing and revisng IMF
policies, pracrices, and sdvice. The considerable
expansion in recent years of the institution’s commu
iications with nonofficials, particularly legislators and
civil sociery organizations, was welcomed {see Box
T.2). Going forward, Divecross agreed than, given ins
hiridted resources, the TMF, like ather intemational
organizations, would need o be selecrive and ser pri-
anties for outreach and dialoguee,

Muost Directors suppaorted giving prorty to oom-
munications with kegislatures, labor unions, and the
private sector, in coordination with national author
tics. They also supported a maore active role for EMF
resident representatives and misson chick in outreach,
andd noted the important impact of management
speeches as well as visits by management 1o member
countres. Directors welcomed the staff's propossl 1o
prepare a guidance note for staff outreach o vl soci-
ety organizations, While encouraging staff to highhght
the IMF's sucoesses, Directons conssdered thar the
IMF's public image and accountability can only benelir
frosm the institution’s willingness to learmn lessons from
its experience and o openly acknowledge mistakes
when they do happen. Although Direciors were gener-
ally supgsortive of prampe, vigorsas respsonses 1o ased

T 7.2
Engaging in Ourreach and Dialogue
The purposcs of the [MF's engagement governon, representatives of civil sod- business and rade asociations tnee
i aiereach and dialogue beyond offi- ety and the media, to explain the role every twas months, Globally, the Inter-
cial cirches include fistenemg and of the Fund in general and the TME- national Capital Markets Dicpartment
dearwingn as well as informingr and per- supported progran in pamicualar, In maingaing an extensive infoemal net-
inaaading interdocutons on Fund-related April 2003, 3 smilar cvent was orga- work of communicathons with peivate
ematters. lviting comments from the nized with Ghanaian legislators, The financial market participanes. And a1
pubiic an IMF policy proposals via the IME is b working jointly with the the managoment level, the semiannual
external website and in specially con- mﬁnﬂﬂhmﬂn“‘mﬂ mcetings of the Capital Markers Con-
vened meetings and conferences has Rank (an informal group of sultative Group provide opportunitics
botorme roulEe—SOmE FReCHE exam- taraans [roen both industrial and for infiarmal discussion of key topio of
phex inclade Poverty Reducrion deveboping countrics whas are inter- mutual inferess.
Stratcgy Paper and Poventy Reduction cuted i developrocn tsswcs), inclsding
and Growth Facility reviews, the devel-  participating in visits by parfiamentari- Civil Socicty Chrganizations (CS0s)
apmend of the HITPC (debt reduction ) ans 1o PRSP countries. The Mamsging L recent yean the [MF has significantly
policy, the neview of Fund conditional- Dircotor participated in the fourth imcreased outreach and dislogise with
ity, the extabhshment and work anaual conference of the Padiamentary civil sociegy—lshor organizacions, some
program of the Independent Evalua- Nerwork, which indiuded an hour-long bosiness sssociations, nongovermmental
ﬂ:utl‘lmudm:pmpnnjfnu spuienzion and answer sosion with hogls- oeganizations (G0 ), Gith-based
debt restructoring, mecha- lators. In addition, management and ofganizations, and scadennc and policy
mism. In this way, the IMF supple- sl lave often mer ar IMF headguas- rescarch instituthoss (“think tanks™),
ments its Famul procesies of account- ters with sisiting groops of legislhon. IMF staff and management now meet
absiliey mor mcmber counerice— The Managing Directos s also spo- offen with mich organizatons both ar -
represented on the Board of Governons ke i capinals to members of national headquaress and in member countries,
aiel Exgcutive Boand—thnomigh parlaments. In addition, the IMF leas In bomwe-incoene eonsntried, the PRSI
ergagement with organizations thas prowided traiming oo legistators, pro<ess has firmly evablished C30s a
refloct ehe vicws of 3 varicty of poople. pambcipants in formulating and mple-
Private Sector menting better policies to fight poverty.
Legislatures The IMF's intersctions with the peivate In iy Article TV consultation msis-
The IMF has begun to increase i o basiness and financial secoor at the shnns, efforts are mude (o consult with
reach o parliamentarians (o promotc coiamtry level often inclede mectings by b cloments of civil socicty on the
betner understanding of the Fund and its mission teams and resident represen-  economic simation. The terms of refer-
its policies. Among other activithos, it tatlves with emplover associations, ence for [MF offices abraad and
has stamed: o hold scminars for legisia- privare companies, barks, and other resident repreientatives odten include
tos in Endivicdual countrcs. In March financial fstputions. A rocent survey of malimadning contact angl dialogue with
2003, the IMF deganized a seminar in coaniry oatreach indicsves that resident 500, This diskogue covers a wide
Cameroon with legiskaton, prosvincial reproschitathes, on average, meet with raitge of issocs, including maroeons-
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oF imaccirale mcdia repons regarding the IME and s
activities, they recognized that a key objective shourld
e o prowade consistent lomg-1erm messages To opin-
ion Jeadkers throwughout the werdd

Broodening the Reach of IMF Communications

The sigmificant contribution o communicatbons and
outreach being made by the availabality of vast amounts
of mformatkon o the [IMF s external welbsite was
welcomed by Directors. They favored comtinned devel
opmient and expansion of the welsite, which should
foscus o the quakicoy of information provided and main
fain its case and spocd of socess for uers evervwhere,
Directors supported cfforts to expand distibution of
the IMIF's print publications, cspecially in developing
eotmitries, They also welcomed effors under way by
EXR and arca departments to berer plan and coords-

BCCOUMTABILITY

AND CODPERATION

mare the IMF s extemal commumicatons programs for
specific regions and countnies, @king into account the
differing coreumistances and percepeions rom one
sogntry b amother and without ignonog any regron
Within a given country, Directors noted, the impact of
IMF communication will vary across groups and s
rutins, and communication cffons mus be geased o
the pariicular background and concerns of differens
andiemces,

Publicafions in Languoges Othaer than English
Directors discussed the conclesions of a report from an
interdepartmental task force on IMF publications in
languages other than English (the IMF's working lan
guage b, They agreed that incredscd publication of IMF
dhocnemients andd other mformeation in languages other
than English, including bocal languages as well as the

nombk policy and aeher related policies, sdvocscy on development, dela, emd- WO sned other C50ks by mall and
siructural slpstment and the poor, rowmcrital, and othor related comomic c-mail fo soene TOG-BO0 recipicnts
delbr relicl and poverry reduction, rade issues. The IMF's pracuice is v respaond aroand the wordd in English, French,
and capital sccount liberalization, glob- posatively, resounces permiiting, to all Spanish, and Russian and posts it on
alipagion ansl the governance of the regecits Froem MO Enperested in the Fumd's exvermal welsire,
ghobal economy (ncloding docussiomm cogaging in comnstructive dealoguec but The IMF has had lmated, sporadic
on new miles lor the global fEnancial ns- b0 QUNCEALTALS 13pon Commiinlcationg commumicarkens and meetings with
fighting comuption, At the inrernational level, 3 namber which have geicrally boen condial and

Sralf contact with ratonal labor of magor advocacy WGOs are mocgular comstnstive. The World Coandl of
unions in the comeear of Aricle [V og coch with TME szaiif 1o discuss policies Churches has shown repewed inperest
Mmm-hmmﬂ and programa. Numenmis moctings on m sdialosgisc with the Fund, and the
i Cosmaten i receit yeers, Aboal & variety of bsies ranging feom deb propesed work program of the World
70 percent of IMF mssions had con- rehief and PRSI o transparcocy, gover- Faiths Dievelopment Dialogoe mclodes
tacts with labsor wnbons or other Labor nance, and the covirmnmeni take place effiorts 1o promate the Millennium
representatves at least once in the e regulacly in Washington and in Esnope Dievelopment Croals and to engage
wimin P veas, for the purponess of {abumir 310 mectngs with M08 aned Gadth grosips fn Poverty Reducuion
hearing the views of labor unions and other civil socicty’ ONganIZatims were Stratcgy consulbtations.
caplaining and discussing te 1MFs bl 3t UMF headipuarvers in 2003 §, The IMF commumsicancs with aca-
policy advice. In addstion, the IMF N ane also imvitod to participage demic mescarchers and “think tanks™ ta
meimntalas a cosstructive dialogus with sctively morevicws of [MF policies— brosden and decpen the undentanding
the imfernational labor movement, rep- recont cxamples include their imaoke- among influcntial policy anahsts of the
resented mainly by the International ment n the condithomaliny, rans- Fand's policics, as well as 1o being ouwt-
Confederation of Free Trade Undons parency, trade, and PRSI revicns—and iide views and cxperine into the Fund.
(FEFTLY) aned the Warld Confesdera are often tevived 1o conficrences orga- The Economic Fonim scries abia st
regicnsal seeninary, and lesdorhip meer- T the expent char resounces and organizes 10 1o 13 Ecopomic Fonsms
ings held in Wanhington, [1.C. jointly other prionitics alliw, the IMF orga- at hesdquarters each year to promaode
with the Waorld Bank. The miost recens mizek woskshops and scrninars for infrmed discussdon on e con-
leadership meeting was held in October NGOs {especially in the southern fronting the Fund and the informational
2003 and inchuded 90 trade union rep- hemisphere), often in collaboration community, Regenl nopios have
resentstives. from 40 countnes. with ressdent representaines amd incloded the cura, IMF givemance,

Althonagh the IMF does not have regsianal affices, to explatn the IMF and direct fircign invesrisent i China,
an NGO consultative group, it ha the mle it plavs in the formuolation of social safety nems, capacity building,
inercasod s cifons ot dialogue with policscs in program countrica. The IMF crisks carly waming systema, and
NGO engaged in rescarch and policy aluns serls a quanerdy nevaletier to transparency.
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miost widely used international languages, can be very
helpful for increasing understanding and support for
IMF policies and advice as well as fostering, country
camership, For country policy intentions documents
available in local langeages in the onginal, the pracrice
of Inking to authontics’ websites, or posting on the
IMF website in the case of the mapor languages for
which links exiat on the homepage, should be encour-
aged. Inother cascs, wranslation costs may be significant.
Most Directors considerod that this should be accom-
modatred within existing budger ceilings on an as-
needed and case-by-case basis. They encouraged the
staff to identify bow-cost options and cases where the
benefits of publishing translated material are likely 1o
be high relative to coses,

Role of the Executive Board

Dircctors expressed a range of views on the role of
Executive Dhrectors in external communications,
Several Directors noted the complexities invalved in
playing a prominent public relations role, as this entaiks
bakincing their roles as representativies of their coun-
trics and as officers of the IMF. The suggestion was
made that Directors could be guided by a code of con-
dugt thar the Board iself could subsequently develop.

The Independent Evaluation Cifice { [EQY) was cstab-
lished in July 2001 to conduct objective and indepen:
dent assessments of issues of relevance o the mandate
of tise [MFE, in a way that complements the institution’s
internal review and evaluation functions, Through this
woark the TEQ is expected to enhance the bearning cul-
ture within the IMF, strengthen the institution's
external crechbiliny, promose greater understanding of
the IMF's work throughout the membership, and sup-
porn the Executive Board"s insttunonal govemnance
and aversight responsibilitics.

The IEQ"s work program for FY2002 /2003 con-
ssted of three evaluation prajects: { 1) the proloaged
use of [MF financial resources and its imiplications,

(2} the role of the TMF in three recent capital account
crisis cases { Brazil, Indonesia, and Korea); and (3) fiscal
adjustment in IMF-supported programs in a group of
bow- and middle-income countries. The evaluation
report for the fmt project—on prodonged wse of IMF
resources—was broadly endorsed by the Board in Sep-
tember 2002 and subsequently published. The repon
offered a serics of recommendations designed to mini-
mize prodonged use and its adverse comsequences.
These recommendations covered the rationale for IMF-
supported programs {including the need for alternative
methods of ssgnaling an [MF "seal of approval™ o
other donors and creditors); program design; strength-
ening political informatkon and analysis; and human
resource management. IMF management set up a task
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force to propose how best o address issues razsed by
the evaluation. TEQ also provided the rask force with
comments received through its process of external out-
reach. The report of the rask force was discussed by the
Executive Board in March 2003, and a specific ser of
follow-up steps was agreed, (Sce Chapter 4 for details, )

The evaluation repor on the three capstal aocouwnt
CIAEE CASCE Was sent to management for comments, and
simultaneoushy to the Evaloation Comminee of the
Exccutive Board, in April 2003, The evaluation report
on fiscal adjustment in [MF-suppored programs was
scheduled 1o be circulated in May 2003,

Looking forward, the work program for FY2004
was finalized by the Director of IEOQ following an
extensive program of consultation with a broad range
of internal and external stakeholders and was subse-
quently reviewed and welcomed by the Board. The
wark program includes: (1) an evaluation of the IMFs
experience with Poverty Reduction Strategy Papers and
the Poverty Reduction and Growth Faclity
{PESP/TRGE); (2) an evaluation of the IMFs role in
Argenting, asseaing the 2000 and 2001 programs but
also taking a longer view of the IMF's imvolvement
from 1991 onwands; and (3) an evaluation of IMF
technical assistance.

The PRSP/PRGF evaluation is already under way.
It ks being conducred abong with a parallel evaluarion of
the Warld Bank's experience by its Operations Evalia-
tion Department. The final terms of reference have
been posted on the TEQ website, following a process of
consultation with intemnal and exiernal stakeholders on
an carlicr tsucs paper. Issues papers for the other two
evaluation projects will be posted on the website for
comments carly in FY2004.

The TECY has undemaken wide-ranging outreach
efforts, including building tics with the academic and
aid evaluation communities and represematives of cvil
socicty. A serics of seminars was organized to dinsemi-
nate the resulis of the first evaluation project on
profonged use of IMF resources, which was gencrally
received by external stakehodders as 3 candid and con-
structive assessmient. The TEO welbsite ks now being
used by a wide range of subscribers, and significant
efforts have been made to ensure that key outputs of
the office are available in languages other than

English.

Strengthening the Voice and Representation

of Developing Countries

In September 2002, the Dievelopment Committee
requested thar the World Bank and IMF prepare a
background document to facilitate consideration, at its
Spring 2003 Mecting, of wavs to broaden and
strengthen the voice and participation of developing
countrics and transitgon economics in the two instin-
tons. The strength and effectiveness of participation in
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TRANSFARENCY,

decidon making at the mstinutions has several dimen-
siions, The most stratghtforward of these is vorng
strength. Another rmportant dimcension 1 the degree o
which countres are fully equipped 1o use the available
DPpoTHnites to present their vicws at the mstitutions.
This latter dimension of “voice™ 55 quite impamant for
large multicountry constitucnacy—cspocially thosc
with a significant number of countrncs with 1M1
supported programs or HIPCs, given the volume and
complexiny of ssociated issues requining their inpat.
Pririing their initial discusshon of the joint back-
groaend paper on this wpic, Directors underscored the
importance of enhancing the voice and participation of
developing and vransition countrics. They highlighred
the initiatives that have alrcady been taken 1o cnbance
the voice of developing countries and the lstening cul-
ture in the IMF—including the ongoing development
of the PRSI process, strengthened suppert for capasity

ACCOUNMTABILITY

AMB COQPERATION

building, and emphasis on country ownership of
reformis—and looked forward 1o building on these
uﬂ#nl‘nﬂ {ﬂ;ﬂﬂ.‘l. ﬂ:l;.:u:.-t r.|.|:|-||.1 pnu:u'cu can be mnill;
om A meember of possible administrative measures for
enhancing vimee, the Board has already begun 1o con-
sider steps that could be raken in the shorm mn v
ackdress staffing and technological comnstrames of the
oo sub-Saharan Afncan constiuencies, whiose necids
are most pressng. Progress on these ieues wall albow
the Development Comminee to ficus om the sobing
strength dimension of volce and participation, which
regpuires further carefil consideranon and consenss-
building efforts among the mcombership in the penod
abvcad. The TMFPC will have an ofspsomunicy o returm 1o
these ssucs a1 the 2003 Annual Meenings, bascd on a
stanis report from the Exeoutive Board on its discus-
sichins i conmection with the Thireenth General
Review of Chotas.
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Financial Operations and Policies in FY2003

e IMF i a conperanive institution thar lends o
member countries expeniencing balance of pay-
ments problems, The IMF extends fnancing o
members through three channels:

Rogular Operations, The IMF provides loans to
coumntncs from a revalang pool of funds consisting of
members” capital subscripions {quotas) on the condi-
tion that the borrower undertake economic adjustment

and reform policies to address its external financing dif-

frculties (see Box 8.1 ), These loans are exvended under
a variety of policies and Balities designed to addres
specific balance of payments problems {see Table 8.1 ).
Interest is charged on the loans ar marker-relared rates,
and repayment peniods vary depending on the lending
facility.

Cencemenal Financng, The IMF lends at a very low
INTERCSE Fale 1o poor countnes to help tem resanacture
their econombes to promaote growth and reduce poverny.
The IMF also provides grants to cligible poor coumneres
tor help them achieve susrainable cxvernal debe positions.
The principal for concessional hans i fuaded by bilxeral
lenders to the TMF at miarker-based rates, with the IMFE
actig &5 a wrustee. Resources 1o subsichize the rate
charged to borrowers, and grants for debe relied, ane
financed through contnbumions by member countrics
and income from the IMF's own resources,

Specand Dvwing Raghes, The [MF can also create
international rescrve assets by allocating special drawing
rights (3D Rs} to members, which can be wsed 1o
obtain forcign exchange from other members and o
make paymicnts to the IMFE. The SDE also scrves as the

Box B.1
The IMFE's Financing Mechanism
The IMF's regular lending is financed  reserve asaets. The IMF kevies a basic creditor's chaim on the IMF is
from the capital subscribed by mem rate of interest (charges) on hans extinguished.
ber countrics. Each country is based on the SDR interest rate (scc The “purchase /repuarchase™
asadpmed a quota thar derermibnes s By 8.5 and imposes surcharges approach o IMF lending affecn the
maximum finsncisl commirment to depending on the amount and matunty  composition of the Fund's resonrces
the IMF. A portion of the quota is of the losn and the level of credic onp- bt et the overall size. An incresst in
provided in the form of reserve asscts stanuding. Ioans outstanding will reduce the
{loreign currencics soceptable to the A counary that provides reserve IMF's holdings of reserve asscts and
IMF or SDBs) and the remainder in asscts 10 the IMF as part of its quota the currencies of members that are
s own curmency, The TMF extemds sulscription of through the wse of bs financially wrong and increase the
 fimancing by providing reserve asets currency neceives a liquid daim on the IMF's holdings of the curmencies of
tor the borrower from the reserve asset IMF (reserve positien ) thar can be comimtrigs thar are boerowing from the
subscriptions of members or by calling  encashed on demand to obtain reserve Fund. The amounts of the [MF's hold-
on countrics that are considered fiman- wsets to meet 3 balance of paymichts ings ol reserve assets and the currencies
mﬁmmmﬁ'ﬂ hmﬁnsmm:hmm of financially srong countries deter-
J basgd o ihe mine the Fund's lesding capaciny
assets I-::.m#.!}. mlimnmudmmﬂdmd !l-:rriﬂlﬂ (wee Box 8.4),

A boan s disbursed or drawn by the by members as part of their internas- Dectsiled Information on vanous
barnmwer “purchasing™ the neserve tional reserve asscts. As IMF loans are aspects of the IMF's Ariancial stroctisne
vty from the IMF with its own ous- ﬂﬂ{mﬂﬂﬂnﬂ}.ﬁpﬂlm wnad regular updates of iis fnancisl
rency. Repayment of the loan is with rosrve asscts, these funds arc actnatics are availablc on the IMFs
achieved by the bosrower “repurchas- transicrred 1o the creditor countrics in website ap deeps/fwwew ff org/
.hg*hwﬁmhrmm exchange for ther currencies and the exfernal/fin. i,
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CHAPTER 4

Tabde 8:1
IMF Financial Facilitics
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FINANLCIAL OPERATIONS AND POLICIES IN FYZ20013
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CHAPTER B

Table 8.2
IMF Financial Assistance Approved in FY2003
ol Amaount Approved !
Membser — Mhate af Approval P i af SER
ATharia dyear PRGF hane 31, 20403 240
MArgenting F-manth Seend- By Tanuary 24, 2004 11745
Beidnis I -year Stand-By Al 2, 200 E5E
Hemmiza il Herecgoesna L5 panth Mgt 3, 2000 676
Berail I 6-mwsnth Scand-By Scptember 6, 2002 221&311
Burandi Ciimher 9, 2001 L
ey Ceanflics )

Cidembia Stand-Hy January 15, 2003 | 5480
Comgn, Democratic Repablic of Ayear PRGF Jime 12, 2003 SR0.0
Croatis, Republbc of I-meonth Srand-By P by a:.,iﬂﬂi 1055
[esninica 1-year Seand. By Musgaut 28, 2002 a3
Esnmdar | 3 muomith Stand- Ry H-'d:-lh.‘lﬁlii 1510
Gz, The Fvear Juby 18, 2002 0.2
arensda TRt AT lisuary 37, 3003 19
J { Naniral Deasiecr)
Girana A-ycar PROF Septombor 30, 212 e
Tondan 2-year Stand By July 3, 2002 553

Eﬂ'wﬂ T -nteanth Stand By April 30, 2003 0
Malawi Asensango Scpgomber 3, 2003 174
Mhcarugos A-year PREGE Decemnber 13, 2003 7.5
Revanda d-year FRLF HAuiggens 12, 2002 4.0
Semcgal 3-year FRGF April 28, 200% M3
Enhuuﬂhm:pb A-year EFF May 14, 2002 B0 1
5 Lanks Byear EFF Apel 18, 2003 1444
S Lanka B-year PRGF April 18, 2003 26810
Tsgkisan Aypear FRGE Drecrenber 11, 3060132 &&0
Uganda 5 year PRGH Sepeember 13, 1003 138
Unigray. d Augnsentations of Stasd - By Pure 25 and Augus #, 2003 1,534.2
Fambia Angmentaron of PRGE M.l}"'...‘i 2} 45

¥ T asgmeniamios, only the smoant of e incrcass i shosm,

¥ Agniencanbsn amowm s pe of caoraion of rommsening halancr IS0 357 4 millon | under the SRE.

IMF's unit of acoomint, and its value 5 based oa a bas-
ker of four major international currencics. The SR
interest rate 8 based on market interest rates for the

currencies in the valuanon basker and serves as the basis

for other IMF interest rages,

Among the key fnancial developments in FY2003
wiere the following:

= The IMF comnpleted a review of members’ capital
subscriptions {gquotas) and concluded that no gen-
eral limcrease in s capital base was necessary for the
time being,

= Chugstanding IMF credic to members increased as
capatal fhows to emerging market countncs contin:
ved 1o decline and several members with very large
external financing needs faced reduced aceos o
invernagional capiral markers.

* The IMF continued its efforts to axsesg its poorest
mcmbers w0 reduce their debe burdens and 1o focus
the Fund’s concessional lending activities maore
cxplicitly on poveny reduction.

il ANMUAL REPORT 2003

Regular Financing Activities

The IMF's regular lending activiry is conducted
through the General Resources Account [GRA), which
hudels the guots subscripiions of members. The bulk of
the financing is provided under Stand-By Arrange-
mients, which address members’ shom-term, oyelical
balance of payments difficultics, and under the
Extended Fund Facility { EFF ), which ocuses on exter-
nal payments difficultics arising from longer-term
structural problems. Loans under Stand- By and
Extended Armangements can be supplemented with
shom-term resources from the Supplemental Reserve
Facility (SRF) to assit members cxperiencing a sudden
and dismprive loss of capital marker scoess, All loans
incur interest charges and can be subject to surcharges
based om the tvpe and duration of the loan and the
amount of IMF credit outitanding. Repayvment persods
also vary by faciliny {see berp i o’

extermnl .F"" tre S lend terma Irim |,
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Lending

MNew IMF commitments in FY 2003
were dominated by a large Stand-By
Arrangement for Bragil. In addition,

new large arrangements for Colombia

and Argentina, a5 well a5 sugmien-
tatioas of the existing arrangement
for Ulruguay, kept the level of togal
commitrments m FY2003 relatively
high, with new commitments
amoanting o SR 394 ballion
compared with SDR 394 billion in
FY2(02.1

The IMF approved ten new
Stand-By Arrangements involving
commitments totaling SDR 27,1
billios, and the commitment o
Uraguay under the Stand- By
Arrangement already in place was
augmented by SDR 1.5 billion. In
addition, two EFF arrangements
were approved in FY2003: SBDR 0.7
billion for Serbia and Montencgro
and SDR 0.1 billion fior Sn Lankas
{sce Table 8.2). Burundi, Grenaca,
and Malawi made small purchases
under the IMF's policy of emer-
Eeny assistance. No commitments
wiere made under the IMF's Com-
pensatory Financing Facility (CFF)
or Contingent Credit Line (CCL)
during the vear.

The arrangement for Brazil, the
largest in the IMFs history, was

FINAMNCIAL QPERATIONS AND POLICIES IN FYZ2O00D

Box 82
Expectanions Versus Ohligations
The IMFs Articles of Agreement | Armi- oniginal oblipsions schedude, as shown
&l ¥ Scotion 7 (B specify that in the table,
members are expecred 1o make “repur- Az the request of the member, the
ehiases™ | repayrvents of baans ), bn IMF Exccutive Bosrd can appaove
eonnection with “parchases™ (boan dis- repayment on the obligstions date i
bascment } madc prevaminky; as ther the comintrys extormal poasien i not
Balance of payments and reserve posic strong enough 1o meet reparchase
tom iniproves, To encourige carly capectabions withowt uncloc hardshen
repavment; the Review of Fund Facli- o riak,
tics carmied out in FY2001 introduced I the memiber's request bs grantod,
rimie-based repurchas ecpeciations on all extended repurchase expectations in
made sdber Movember 18, thee credit tranches and under the CFF
2000, i the credit tranches, under the becoume due on the date of the oone-
Extended Fund Facility, and under the sponding repurnchaie obligations. That
Financing Facility. Pur- is, due dases for each individual repay-
chases under the Supplemental _ ment are extenidad by one year, Under
Facilizy have been subjest 1o repurchase  the SRF, repayment periods may be
expectations dnoe that faciliny's incep- extended for st monthe. A new sched-
tion; in March 2003, the marurities of e fisr repayments under the EFF
SEF capoctations and obligations were wondd b deckded on a case-by-case
extepded by one yesr amd six mosths, asks, raking Ento acceunt the overall
respectively, The expectations schedule profile of repayracits,
entslls carfier repayments than the
Fbligatenme Scheslule  Bxpectations Schodule
Credir Pacilley | Tears) {Tears)
Steansd. lly Arrangements -5 w4
Compensatory Finascing Faciliey (CFF) ELS A
Eﬂﬂﬁdﬁnﬂ[‘ﬂﬂ 4410 A=
Supplernental Reserve Faclling [SEF) 3 -3y

approved in September 2002, This arrangement sup-
ports the govermiment’s coonoamic program through
December 2003, The total commitment of SDE 22,8
billson meluded SDR 7.6 billion under the SRF. In
Janwpary 2003, the IMF approved a seven-month, DR
2.2 billion Stand-By Arrangement for Argentna, which
replaced the previous arrangement approved in March
2000, Another large arrangement was also appeoved in
January 2003, 3 two-vear, SDR 1.5 billion Stand-By
Arrangement for Colombia.

Of the current 15 Stand- By Armangements, three are
being treated as precautionary, with borrowers hasving
insficated that they do not intend 1o draw on the funds
committcd o them by the IMF, Llse of precautiomany
Stand-By Arrangements, as well as other Bctors such as
uncompleved reviews and interrupted programs, resalted
in drawings being made under only 18 of the 29 Stand-
By and Extended Arrangements in place duning the
vear (see Appendix [1, Table 11.3). At the end of Apnil

Lha of April 30, 2003, SR | = U551 325013,

2003, undrawn balances under the 18 Stand-By and
Extended Armangemcrits still in cffecr amounted to
SDE 23.6 billion, about half of the total anowsnt com-
mined under those arrangements (SDR 47 .2 billion).

During the Anancial vear, the IMF disbured SDR
21.8 billbon in loans from s GRAL The aniount of new
credit exveeded the repayment of loans extensded in
carlier years. Total repaymients were SDR 7.8 billeon,
including sdvance repavments by Croatia (SDR 0.1
bilkoa, which eliminated s oastanding IMF
credit ), Thailand (SIYE 0.1 billion ), and Estonks and
Lithuania? Consequently, IMF oredin ountanding an
the end of the financial vear amounied to a record high
SDR 66,0 billbon, SDE 1329 billion higher than a vear
carlier.

In February 2003, the repurchase (repavment
expectations introduced at the dme of 3 review of IMF
Beilitics complered in FY2(01 (see Box 8.2 began to
take effect. In FY2003, repurchase expectations anmse

TThe advance repaymecnes by Fasonis and Lishwanta were kow tham
SR S0 il
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for foaer members: Argeniina, Bosmia and Herecgovina,
Pakistan, and Turkey. In Febroarv=March 2003, Bosnis
and Herzegovina, Pakistan, and Turkey reparrchased
SR 0L ballicen on the expectations schedule. For
Argentina, repurchase expectatbons arising in FY2003
(SDR 0.2 billion) and in FY2004 {SDR 0.4 billion )
have been extended by oie vear in the context of the
program approved in Janisry 2003, Repurchase expec-
tatsons a.ru'm!'. in FY20H4 have alwy been exvenaded fior
Ecuador, 5a Lanka, and Unoguay. As of Apnl 20,
2003, IMF financing amounting to SDE 32,9 killon
was subject to carly repurchase expectations under the
pobicies adopred in Movember 2080, in addition,

SR 2R.7 billion was subject to the mew ssirvharges on
high levels of IMF credat abio mbroduced at that tme.

The IMFs lending is financed primarily from the fully
jpad-in capital {guotas) subscnbed by member coun-
tries in the form of reserve assers and currencies.?

General reviews of IMF quotas are conducted ar five-

Mungas ahvr dererming 3 coungrys vofng poesce inthe IMEF, in
sccess to LMF Brsncimg, and i shaere in ST allocanens.

[ ANNUAL REPORT 2003

vear ntervals, dunng which adjust-

Box 8.3 i mciits may be proposcd in the
Financial Transactions PMlan owerall see and distibution of que
The IMF extends koans by providing The amounts transerred and tas to reflect developrments in the
reserve sets Fromy it o holdings recenved by these members are man- warld cconomy. A member’s quota
and by calling on fnsncally aged o ensare that their creditos can abso be adjusted separarely from
countries to cxchange the Fund®s hold- positions in the TMF remain broadly a general review to take account of
hnd';#runmﬁrmm ’ Eﬂﬂhmmﬂ-ﬂrmw major developments, The IMF can
Sapcta. Live mem £ participate in Pcastre member's rights alsa bowrow: to supplement its quata
ﬂ:ﬁmﬂ;nﬂt[:muﬁ;:; md.qhﬁ;:;:hdrm}ﬁn ey
forcign exchange are selected achieved ﬁ“"";“’ ot Only a porticn of the paid-in cap
hwm, “ﬁ “.“m'l mlqlmﬂrnlmnlﬁf bl ll . iral is readily svailable 1o fnance new
capacity. These asscssments are ulti- website the outoome of the Enancial lending, however, because of carlier
mazcly a matter of judgment and take transactions plan for the quarter ending commitments and IMF policies that
iMo account recent amd prospective thiee maiths prior to publication. As limit use of the curmrencies vo those of
developments in the balance of pay- of April 30, 2003, the 44 mensbers metnbers thar are Anancially strong
mu:ﬂrgm'u.wﬂh:ulung: listed below were pansapatng in {#oe Box B.3). The base of usable
rates, and the size and duration of financing IMF transactions. resourees increased during the fnan-
external debr obligations. cial year because four additional

| members { India, Malaysia, Mauntius,
m.-E E II = i'l:l (.'!m-rsu Araba amdd Mexion) were conadered suffi-
Bel G Ml Si ciently strong for ther cumencies 1o
Bt Grooos e Blocnda be included in the IMF s financial
Brunei Danssalam  Hungary Mesico Spain transactions plyn,

. Canads [nclia Tictherlands Sweden The IMF's iquidity position
~ Chile Irciand Mew Fealand Switzerland remaincd adequate throughout the

Chara Lsracl Blorway Trimidad and Tobago year o meet the needs of its mem-
c‘ﬁ'l.l.l- “l# ﬂﬂ'llﬂ UMM Elh.ﬂ I-";f:, 'n':”:' r_ﬂﬁ;-'!n;]r ﬁ;f“.a.rd ConEmat-
Croch Republic  Japan Poland United Kingdom ment capacity {FCC), a new measure

of Bquidiey introduced during
Fy2003, amounted ta SR 61 bil-
o o April 30, 2003, companed
with SDIE. 59 billion a year carlier (sec Box 8.4 and Fig-
are 8.1). Duning the first half of the financial year, the
FOC weakened significantly following the approval of
the large arrangement for Braeil, bot recovered there-
after following the cxpiry and cancellation of two
arrangemenis with substantial undrawn balances
I{':u[umhﬂ .l|.1.|:| Argemin.ﬂ and an Wwrease i rrpa:p-
mients projected over the 12-month forecass perod.

Quota Developments
A number of quota-related develogments ok place
duning the financal year,

Direcrors continued their exchange of views on the
implicaions for the size of the IMF of globalizanion,
the integration of Anancial markets, and the IMEFs
effores wo strengthen s capaciny o prevent and resolve
financial erises (sce Box .51 Therne was broad FECOHER-
tion thar greater reliance on privare market fimancing
by many countrics haid contribated to increased vulner-
ability o capital sccount shocks, and thar such shocks
could be quite large in absolute amounts and relative 1o
the size of an economy. There was also recognition
that H]l:_l‘lul geompomiie and faancal mlll:E,r.ll;i.l:ln miﬁhl
entail the risk of financial contagion. Directirs gener-
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T B4
FOC—A New Measure of Lending Capacity
In December 20802, the IMF - The one-yxar FCC i defined as the H.3) and ity holdings of 5DHEs. The
disced 3 new measure of ity Byuidicy IMF's spock ool usable resonnges leo prudendial balence & caloulated as 20
calbed thee Forward ¢ommitment capu- whdrawn balanoes wnder cxisting percent of ithe quotss of members
igy | FOC), which s desgned 1o be yrrangements, plia progecied repay- included in the lnancal fransictions
clearer measare af i capacity to make ety duriing the coming 1.2 months, plan amd ol any amounts actvaied
pew loans. The onc-year FOC, which few 3 prodennial balance inended uniler borowing srrengemenms,
indicates the amoant of quota-based sifeguard the lguidity of credinon’ [nformation on the ane-vear FOC i
rescirces avadlable for pew lending cladmrs and to pake sooount of any published weekly [ Amaweral Actizines
over the sext 12 months, has replaced potcatial cremion of the |MEFs rosounoe Wrd-as-a~Crfaarer) anad monthly
thee wradivional bguidity ratio s the base. The IMEF"s umable resources con- { Fimanpind Bowurce and Liguadivy)
primary measure of the IMFs siak of s hoddsrgs of the currencics of on the [MF's website ar berge”
lqaidity, financially srong enembers inclisded in W, s ot edernal/ i,
the limancial transactions plan (soc Box

Figpare 6.1

IMF One-Yeor Forward Commitment Capocity (FCC), 1990-April 2003

[l Eslficina. o SDey)

w =

ally agresd that the IMEF's erisis prevention cffons will
comtribaste to 3 reduction n the frequency and seventy
o finaineial crises, thoough improved sumveillanoe that
promictes sound coonommic pobicies and strengthens the
functioiing of domestic internatonal capatal markets.
At the same time, Directors accepred shat future onses
wonld oceur, and that the EMF would need o con-
tineie t play a central role i cnss resalytion and
therefore shoubd have adequate resources at hanad,
Heswever, views differed on the extent o whach the
IMF's response 1o these developments wouild or should
result in large financing thar could require additional
IMF resouarces,

The Baoard also held further discassions on vanoos

wses invalved i revising and updaning the guota for-
madas wo reflect changges i the workd economy and
mcxarre counincs’ relative positions more adeguanely,
Peoeress svas made o dscussing the development of
alternative formulas thar, based on an updaning of the
eracdirional variables, are intended to be simpler aind
mere transparent than the current formulas. The dis-
cussionys clarified rthar the selection of weighes for the
vartables and the distribution of quotas are incxtnicably
tinked, and thar decisions on possible changes in guota
shares will necd 1o take scoount of other quota-related
wsses, including the finencial see of the IMEF and
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access 1o Fund resources by borrowers. This approach
wold help address concerns about overloading the
quota formulas with too many objectives, including the
determination of members' contributions to the IMF,
access 1o Fund resources, and relative voting power.

As of Apnl 30, 2003, 177 member countries acoount-
ing for more than 99 percent of total quotas proposed in
19498 under the Eleventh General Review of (uotas had
consented 1o, and paid for, their then-proposed quota
increases, Two member counimies eligible to consent had
not done so by the end of the financial year, and four
countrics were ineligible to consent to their proposed

el ANMUAL REPORT 2003

increases becawse they were in arrecars
to the IMFE, On January 23, 2003,
the Board approved an extension of
the period for consent to, and pay-
ment of, quata increases under the
Elwmlhklimfmﬂ July 31, 2003,
At the chose of the financial year, total
subscribed quotas amounted o about
SDR 2127 billicas,

Borrowing Arrangements
The IMF can borrow to supplement
its quota-based resources. It main-
mmmdm;hmnwh;
with official lenders
nidunm&mnprht:mm
kets, although it has not done so 1o
date, Borrowing has played an
imiportant rode in providing empo-
rary supplemental resources to the
IMF at critical junctures in the past,
At April 30, 2003, there was no outstanding berrow-
ing. The last outstanding borrowing was repaid in
March 1999, upon receipt by the IMF of the bulk of
quota payments under the Eleventh General Review.

General Arrangements to Borrow (GAB)

The GAB, which have been in place since 1962, are 3
sct of credit arrangements under which 11

(industrial countries or their central banks) have agreed
to provide resources to the IMF o forestall or cope
with an impairment of the intermational monetary sys-
tem. The potential amount of credit available o the
IMF under the GAB totals SDR 17 billion, with an
addivional SR 1.5 bilbon available under an associated
agreement with Sawdi Arabia (sce Table 8.3} The GAB
have been activated ten times, most recently in July
1998 for an amount of SDR 6.3 billion (SDR 14 bil-
lion af which was drawn) in eonnection with the
financing of an Extended Amangement for Bussia. The
activation was canceled and the bomowing was repaid
in March 1999, The GAB decision has been renewed
nipe dmes, most recently in November 2002, when the
IMF Executive Board approved its renewal for a further
period of five vears from December 2003,

MNew Arrangements fo Borrow (NAB|

The NAR, which took effect in November 1998, are a
sct of credit arrangements under which 26 partic-
pants {membser countries and official instinutions)
have agreed to provide resources to the IMF ro fore-
stall or cope with an impairment of the international
monctary system or to deal with an exceptional stua-
tion that poses a threat to the stability of that system.
The potential amount of credit available to the IMF
under the NAB totals SDR 34 billion {sce Table 8.4),
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This is also the rotal amount of credie potentially
available under the GAR and NAR combined. The
MNAE i the first and principal recourse in the event of
a meed wo provide supplementary resources to the
IMF, except that: {1} in the event of 4 request for a
drawing omn the LMF by a participating membser, or a
member whose institution is a participant, in both the
GAB and XAB (all GAB pamicipants are also partic:
pants in the MAR), a proposal for calls may be made
umder cither of the facilities; and (1) in the event that
a proposz] for calls under the KAB is not accepted, a
proposal for calls may be made under the GAR. The
MAR las been activated once—io Ananee a Stand- H!r
Arrangement for Brazil in December 1998, when the
IMF called on funding of SDR 9.1 billion (SDE 2.9
billion of which was deswn ), The activation was can-
veled and borrowing was repaid in March 19599, In
November 2002, the NAB decision was renewed for a
further period of five years from November 2003,
The Banco Central de Chile (as an official institurion
of Chile | became the twenty-sixth NAR participant,
cificetive February 2003,

Concessional Financing

The IMF provides concessional assistance to help its
poorest members boost economic growth and reduce
poverty under the Poverty Reduction and Growth
Facility { PRGF) and the Initanve for Heavaly
Indebred Foor Countries (HIPC), As of Aprd 30,
203, a motal of 36 member countries reocived PRGE
fimancing, and 27 countries had received financial
commitments under the HIPC Inigarive by the end
of the financial year.

Paverty Reduction and Growth Facility

I 1999 the obsjectives of the IMFs concessional lend-
ing were modified o include an explicit focus on
poverty reduction in the context of a growth-oncnted
economic sirategy. The IMFE, along with the World
Bank, supports stratcigies claborated by the borrowing
country in a Poverty Beduction Strategy Paper (PRSF)
prepared with the participation of chvil soclety and
other development panmners. Beflecting the new objec-
ti.'w: :|.|'|d _pn:-o:l:'dun;:., I!h;: |MF m:h]hhnl the PR'G].:.
wihich replaced the Enhanced Structiral Adjustmient
Facility { ESAF), o provide financing under arrange-
ments developed in the context of PRSPs,

During FY2003, the Excoutive Board approved 10
nmew "RGE arangements {for Albania, the Democratic
Republic of the Congo, The Gambia, Guyana,
Micaragua, Bwanda, Sencgal, 5n Lanka, Tajikistan, and
Uganda} with commirments totaling SDR 1.2 billion;
in addition, the amoun committed under the existing
loan to Zambis was increaed by 81V 24 million {see
Appendiy 11, Table 1L4). Total PRGF dishusements
amaunted o SR 1.2 billion during FY2003. As of

NAE Participants and Credit Amounts
(T wailfiums aff SN
Pamidipant Amanmt
Auralis R
Aararia 4
Reanen Contral de Chile as0
Relpinm 957
Camuls 1,341
Dhenumark a7
Theutiche Bundeuhnk. A5
Finlind B4
France' L4
Traby 1,753
lapan L5l
Kaores o
Karwan 41
Luscembeusy 340
Malayaia 0
Netherlands L300
Iy i
Saunli Arabua 1.ma]
Sirigha e HO
Sipaan ]
Sverges Relsbusik 50
Saarin Nahonal Rank 1.540
Thailard 0
United Kimgdom 1549
United Seares el
Togal A4.000
TTomal may nost expusl sum of oo ewing i rosssSng.

April 30, 2003, 36 member countries’ neform pro-
grams were supported by PFRGF arrangermemts, with
commitments tosalimg S0 4.5 ballion and andrawn
balances af SR 2.5 billion,

Financing for the PRGF i provided through orust
lil.r:l.h .ldmlr'luh:rrd I‘l'g.' the IMF—[hL‘ PRGE Tl"u'p'l' and
PRGF-HIPL Trust—that are separate from the IMF's
qum.l-l.'u_-.-l:rl resourees and rhat are finansced from con-
rribions from a beoad spectrum of the IME's mem-
bership and the IMF itself 4 The PRGF Trust bornoss
resckiroes ar marker or below-marker interesy rates
from loan providers-—central banks, governments, and
governmient institutions—and lends these funds o

Yhor a Faller acouumt of e suuroes of fands o |IMF conomsima]
levialing eeoration, soe Frastana! Depaneca o aid O rdineii of Lis
TAfF, Pamphlet Mo, 45, &th ed. {Washingeon: Imomatomal Moneccary
Friiiadl, 200 i, svinlable ol 58 H’lp'.f.'r".rkll'wwplh-‘
e il A Cam gt
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Enhanced HIPC Initiative

'l'c-lirﬂ:_:ﬁ- = and Dist of HIPC Initiative Assi Ovriginally launched by the TMF and
i mailliores aff SERR, an af Aprid F6, J03) World Bank in 1996, the HIFC Ini-
' tiative was consderably strength-

- : encd in 1999 o provide deeper,
i i faster, and broader debt relicf for
Benin 184 .1 Malrmi 13 13 the world®s heavily indebied poor
i ﬂ; :;-’; M ;ﬁ :::: countries. By April 20, 2003, the
Chad 14.3 4.3 Nicaragua 630 1 brought 26 HIPC-cligible members
Exhiogia 264 B2 Bwanda AR 106 enhanced Iniviative and omve (Che
E:i:.‘l'h: g:ﬂ 2.; 20 Taomé dod d’lvoire ) under the original Inita-
i : ; EHy = o tive, O these countrics, eight had
I Lo B Sl i e reached their completion podnis
ﬂ'h"':i.lm ,:;: a:;: hacs Lol “‘;‘: ;:.: under the enhanced Initiative. | See
Hoesduras w7 4.5 Uganda? s 127 also Chapier 5.)
Madagancis 168 50 Famhia 460 8 3516 The IMF provides HIPC Inita-
Twrnny-seven membens, of which 26 are under the tive asssiance in the form of grants
enhansed HIPC famework 1.570.3 10343 o interest-free loans thar are wsed 1o

service part of member countrics’

FAmeminiy ma anciadc meeross dn sntanen comamated bl m disboned dunng e msenes

Fineder the original and cnlanced HIPC framesud.

M of'heire evaschod i dociion posst under the original HIMC Initiacres.

#ki: thic time of ths dechinon poifs, there wa o debs i the IMF cligihis for HIPC Insiative

s

PRGF-eligible member countrics at an annual interest
rate of 0.5 percent. The FRGF Trust receives contni-
bastbons to subsidize the rate of interest on PRGE
boans and meaintains 3 Reserve Account as scourity for
bans e the Trust. The PRGE-HIMC Tres was estab-
lished o subsidize PRGF operations during 2002
2005 and also provides resources for HIPC Initagive
ASSESTATICE.

As of April 30, 2003, the rotal loan respurces that
had been made available for PRGE operations amioun-
ted 1o SDRE 15.8 billion, of which SDE 126 billion
had been committed and SR 1G] billion had been
disbarsed. It is extimated that the remaining uncom-
mimted PRGF loan resources of SDR 3.2 billion will
cower annual commatments of abowr SDE 1.1 kilion
under new PRGF armangements through 2005, in line
with the average annual historical commitments. The
contineation of concessional lending after 2005 will

nced to be reasscssed closer oo that vme, bat a sulstan-

tial propomion of such lending s expected 1o be
provided by the IMFs own resources accumulating in
the Beserve Account of the I"RGE Trust. These
resoirees will become available as lenders vo the PRGE
Trust are repaid and the need for security provided by
the Reserve Account declines.

2 ANMNUAL REFPORT 2003

debe o the IMF. As of Apdl 30,
2003, the IMF had committed SDR
1.6 billicon in grames to the folbowing
eligibde coumntnes: Benin, Bolivia,
Burking Faso, Cameroon, Chad,
Céte d'Ivodre, Ethiopda, The Gam-
bia, Ghana, Guinea, Guimea-Bissan,
Guvana, Honduras, Madagascar,
Malawa, Mali, Mavrsitania, Mogam-
h-iqu:, 'Hi.:m'.m. :"{'ilu:r, Ruwvanda, S50 Tonst and
Principe, Senegal, Sierma Leone, Tanzania, Uganda, and
FZambia, Three members (Benin, Mali, and Masntania)
reached their completion paints under the enhanced
HIPC Indtiative dunag FY2003, Under the enhanced
Ininianive, a pomion of the assivtance commiimed ar the
decigon point can be dishursed prior to the country
resching s completion poine. Such interim assixrance
froam the IMF may amount to up to 20 pereent annually
and a maximsem of 60 percent of the ol commited
amount of HIMC assistance. In cxceptional cincum-
stences, the annual and maximum ameounts of interim
assistance can be raised 1o 23 percent and 73 percent,
respectively. As of April 30, 2003, total dishurse ments
of HIPC [artianve smdance h'l.' ihie IMF amouented fo
SDE L0 billeon [ Table 8B.5),

Firmnda of the HIPC Initiative
and PRGF Subsidies

The financing of the IMF's parmcipation in the
enhanced HIM Inftiative and the :l.uhm'n.liy FEGUIre-
mients of the PRGF are administered through the
FMRGF Trust and the PRGE-HIPC Trost. The togal
resodirces regaiired for these purposes are estimated at
SR 7.2 bllison, on a cash basis, of which HIPC Indta-
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ve assistance is estimaned ar abour SIYR 2.2 balkion
and the cost of subsidies for PRGF lending b estimated
at SR 5.0 billion.* These resource requirements ane
expected mo be fully mer by bilateral contributions from
member countries and by the IMF itself

Barcral pledges for the PRGF Trust and the PRGF-
HIPC Trust from member countries have come from a
wide cross-section of the IMEs membership, demon-
strating the broad support for the HIPC and PRGE
initiatives. Alvogether, ™ countrics have pledged sup-
port: 27 advanced countrics, 38 developing countries,
and 9 countries b transation,®

The IMFs own contributions amount go 50H 2.6
billion, of which the contributions o tie PRGE-HIPC
Trust are SDRE 2.2 billion. The bulk of the IMF's con-
tribution—5S0R 1.8 bilion-—oomes from vestment
incorme o the net provesds generated from off-marker
transactions in gobd of 12.9 million oy ounces. The
off-market transactions were completed in Apnl 2000,
generating nct procecds of SR 2.2 billion (sce
Asrrurad Rrpors 20000, page 71}, These funds have been
placed in the Speaal Disbuncment Account (SDA) and
invested For the benefit of the HIPC Initiagive,

The IMF also contributes about SDE 0.4 ballion by
making a one-time transfer from the SDA {which ook
place in carly 1994 ) and by forgoing compensation
from the PRGE Reserve Account for the sdministrative
cxpenses related to PRGF operations for the financial
vears 1998 dhrough 2004, with the equivalent ampani
being instcad transterred to the PRGE-HIMC Trust. In
addition, part of the nterest surchanges on financing
provided in 1998 and 1999 under the Supplemental
Reserve Facehity related mo actwvation of the New
Armangements o Borrow were also transterred 1o the
PRGE-HIFC Trust. The conributions by the 1MF's
membership and the IMF itself are supplemented by
investment income carmed on such contributions.

Investment of PRGF. PRGF-HIPC, and
SDA Resources

In March 20040, the IMF initiated a new investimsent
strategy for the resouroes supporting the FRGE subsi-
dies and HIPC Initiative with the objective of
supplemicnting returms over ime while maintsining
prudent Bmits on nsk, Supplemental income will be
uscd to help meet the financial requirements of the
PRGF subsidies and HIPC Imtatve.

Unader the new serategy, the maturny of investments
was kengthened by shifting the bulk of sssets proviously

MLasam disbursermenes from ehe FRAEF Trose conld conginue unsil
2009, sl ehe Lawt cepavimenss of priscipad would e plice in 2019

*hilareral coneribaisons 1o by FROF and FRGE- HIPC Trusis s
warmrsanied in Appemain 11, Tabde 11LY, o a0 =% neodied, ™ rather
tham & cash, basks,

I FY2003

invested in shorr-verm, SDE-denominared deposins
with the Bank for Intermational Scetlements (BIS) inmo
portiofios of bonds and orher medinm-rerm st
ments structured 1o reflect the currendy composition of
the SR basket. Sufficient shorr-term depaosits were to
be held o mweet ii.quidi.ﬂ.' requircments and 1o condiarm
with the admindstrative armangements agresd with cer-
tain contt nbutoes.

The performance benchmark for the pordolio of
bosmds and medivbm-term istruments was inabially a
custemmized index comprising |- o 3-year government
bonsd indices for Germany, Japan, the Undted King-
dom, and the United Sraves, with cach market
weighted to reflect the currency composition of the
SR basker. Regular portfolio rebalancing ensures thar
the currency compuosition of the investment portfobio
neatches as closely as practicable the currency compasi-
ticn of the SDR basket. Following a shortening of the
average maturity of the portfolio in mid- January 2002,
the benchmark was changed 1o 2 customized index
hased on three-month deposic rares and 0- 1 1-vear
govermnment boads, The investment strategy is imple-
mented o the IMFs behalf by the BIS, the Wirld
Bank, and three private investment managers.

I the first three vears simce its imception, the new
investment stratcgy added about 135 bass pomis (on
an annualized basis, net of s 1o peturms over the pre-
vious approach of mvesting in SPR-denominated
deposits—generating, supplemental income of about
SPR 276 million in support of PRGEF and PRGF-
HIPC operations,

Post-Conflict Emergency Assistance

The IMF provides cimergency assistance Doy Cominerics
that arc emerging from contlict through loans subject
o the IME"s basic rate of charge. An administered
account was cstablshed on May 4, 2001 | o accept
contributions by blateral donors that would enable the
IMF to provide such assistance by subsidizing the rite
of chiarge tooa level of 0.5 percent 4 vear for countmies
that were PRGEF-cligible members.” As of April 30,
2003, votal pledged grang comribursons from seven
countrics amounted 1o SR 115 million, mclading
SDR 6.8 million thar had been paid in (Table 8.6)
Thus far, disbursements have totaled SDR 14 million
o subsiidiee the rate of charge on post-donflice emer-
gency asastance for seven countries { Albania, Buerundi,
thie Republic of Congo, Guines- Braan, Roanda, Sierra
Lipone, and Tajtkistan),

UK, o dewy parior, ihe st of Ehe acoaniing b mssllicaend 1o ush
shiliee the charge of all wabsicdy bereficiases 1o 0.8 percem on an
il hasd, the subsidy o cach berichician: will be prorated o bring
the efferzive rane of charge paad afber subsiduason pe the dosest oom
nhoi peryrmidaghe o (RS i reemi
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Income, Charges, Remuneration,

and Burden Sharing

The IMF, like other financral nstinutions, cams income
from interest charges and fees levied on ies loans and
uses the income 1o meet funding costs and pay for
administrative expenses. The IMFs reliance on capiral
subscripaions and intermally generated resources pro-
vides somie fexibility in setting the basic rave of charge,
However, the IMF also needs to endure that it provides
creditors with a competitive rate of interest on their
IMF claims. As an additbonal safeguard, the IMF's Armi-
cles of Agreement set limits on the interest rate paid o
creditors in relation 1o the SDR intercst rate.

The basic rate of charge on regular lending is dever-
mined at the beginning of the financial year as 3
proportion of the SIDR nterest rate to achieve an
agrecd-upon nct income target for the vear, This rate 15
set 1o cover the cost of funds and administrative expenses
as well as add o the IMFs reserves. The specific pro-
portion is based on projections for income and expenses
for the year and <an be adjusted at midyear in light of
actual net income and if income for the year as a whole
i cxpected to deviate significantly from the projections.
Ap the end of the vear, any income in excess of the rar-
get is refunded to the members thar paid intenest
charges during the vear and shortfalls are made up in
the following vear.

The IMF imposes bevel-based surcharges on credi
extended after Movember 28, 2000, to discourage
unduly large wse of credit in the oredit tranches and
under Extended Fund Facility Amangements, The IMF
absoy impeses surchanges on shonter-term loans under the
SEF and CCL thay vary according to the length of time
credit is outstanding. Income denived from sarcharges is
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placed im the IMF's reserves and i not taken inta
account m detcrmining the income target for the year,

The IMF also receives income from borrowers in the
form of service charges, commitment fees, and special
charges. A one-tume service charge of (L5 percent s
levied on cach loan disbursement from the General
Resources Acoount. A refundable commitment fee is
charged on Stand-By and Extended Fund Facility cred-
its, pavable at the beginning of cach 12-month period,
on the amounts that may be drawn during that period,
incheding amounts available under the SRF or CCL
The fee is 0,25 percent on amounts committed up o
100 percent of quota and 0,10 percent For amounts
exceeding 100 percent of quata. The commitment fee
is refunded when credit is used in proportion to the
drawings made. The IMF also levies special charges on
overdue principal payments and charges that are over-
dug by less than six months,

The IMF pays interest (remuncration ) to creditors
on their IMF claims (reserve positions) based on the
SR i.rll!l;m:.'! fate. The base rabt nl'n:'muhc'mlinn B
currently set 3t L0 percent of the SDYR interest rate
{the maximum permatted under the Aricles of Agree-
meend b, but it may be set s low as 80 percent of the
SDR interest rate (the lower Hmit),

Since 1986, the rates of charge and remuneration
have been adjusted under a burden-shanng mechaniam
thar distribures the cost of overdue financial obligations
between creditor and debtor members, Loss of income
from unpaid interest charges overduc for six months or
mare 1§ recovercd By increasing the rate of charge and
reducing the rate of remuneration. The amounts thos
collected are refunded when the overdue charges are
seutled. Addigional adjustments o the basic rates of
charge and remuneration are made to generate
resources for a Special Contingent Account (SCA-1),
which was established specifically 1o pregcce the IMF
againest the risk of loss resulting from arrears. In
FY 2003, the combined adjustment for unpaid intorest
charges and the allocation to the SC4- 1 resubied in an
increase to the basic rate of charge of 9 basis points and
a reduction in the mte of remuneration of 10 basis
points, The adjusted rates of charge and remuneration
averaged 2.74 percent anad 1,96 percent, respectively,
for the fnancial vear.

In Aprl 2002, the basic rate of charge for FY2003
was st at 128.0 percent of the SDER intercst rate 1o
achieve the agreed income targer. The IMF's nex
income, after refunds of income in excess of the target
amount, in FY2003 rataled STVE 6446 million, This
included the net income target of SDR 69 mallion and
surcharge income of SDR 656 million, kess the cost of
postretirement employee benefits of SDR 79 mallion,
As iniially agreed in 1999, the IMF was not reim-
bursed for the expenses of administering the PRGF
Trust in FY2003; instead, an equivalent amount
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(5DR &4 millon} was transferred from the PRGF
Trust, through the Special Disbusement Account, 1o
the PRGF-HIPC Trust. As agreed ar the beginning of
the financial year, SDE 57 million of net income in
cxcess of the income farget was retumed to members
that paid inverest charges at the end of FY2003,
retroactively reducing the basic rate of charge for
FY2003 to 123.5 percent of the SDR interest rare. In
adiddiion, SIPKE 94 mallion gencrated through the bur-
den-sharing mechanism described above was placed in
the SCA-1,

Following the rerroactive reduction in the rate of
charge, the net mcome target of SDR 69 million was
placed to, and the postretirement emplovee benefits of
SR 79 million were charged against, the Special
Beserve. In addivion, surcharge incomse of 5D 656
millron was placed o the General Reserve,

In April 2003, the Board decided to continue the
fnancial mechanism i place and set the basic rage of
charge for FY2004 ar 132.0 percent of the SDR inter-
cst raie.

Precautionary Financial Balances

To safeguard its financial position, the IMF has a policy
of sccumulating precaunionany financial balances in the
General Resources Acoount. These precautionary bal-
ances consist of reserves and the SCA-1, Reserves
provide the IMF with protection against financial fsks,
including income kosses and boses of 2 caparal nature.
The SCA-1 was established as an sdditional laver of
protection against the adverse financial consequences of
protracted arreans.

Existing precantionary financial balances have been
financed through the retention of income and the
burden-sharng mechanism, Addipons to reserves are
made by placing the ner incomme, including income
from surcharges, to the General and Special Reserves,
Under the Articles of Agreemsent, the resources in the
General Reserve may be dissributed by the IMF to
membsers on the basis of guota shares. The [MF may
use the Special Reserve for any purpose for which it
ay use the General Reserve except for distriiburioon.
Total reserves increased ro SIME 4.3 billion as of April
a0, 2003, from SDR 3.6 billion a vear earlier. The bal-
ance in the SCA-1 amounted o SDR 1.4 billson,
compared with overdue principal of SDE 0.7 billion,
SCA-1 resources are to be refunded after all arrears
have been cleared, but can be refirnded carlicr by a
decigon by the IMF,

In November 2002, the Board reviewed the aie-
quagy of the precavtionary financial balances and
decided vo connwe to baild up these balances with the
aim of doubling them, The Board also concluded that
the present system of accumulating precautionary
balances is appropnate and will keep the pace of acou-
mutlarion under close review.

Special Drawing Rights (SDR) Developments
The SDR is a reserve asser created by the TMF in 1969
o meet 4 long-rerm plobal need o supplemient exist-
ing reserve assers and allocared to members in
propormon o their IMF quotas, A member may wse
SI3Rs to obtain foreign exchange reserves from other
members and o make paymients o the IMF, Such use
does nog constinite a loan; members are allocared
SDRs unconditionally and may use them to meet a bal-
ance of payments financing need without undemnaking
cconomic policy measures or repayment obligasons,
Howewver, a memiber thar makes nen use of s allocared
SDRs pays the SDR interes rate, while a member that
acquires SO in excess of s ablocation receives inter-
est at the SDR rate. A total of SDR 21 .4 bilbon has
been allocared ro members—5DR 9.3 billion in
1970-72 and SDR 12.1 billion in 1978-81. The value
of the SDR is based on the weighted average of the val-
ues of a basket of major international currencies, and
the SR ncerest rare is 3 weighted average of intercsy
rates on short-rerm instruments in the markets for the
currencics in the valuation basker (sce Box 8.6). The
SR interest rate provides the basis for calonlating the
interest charges on regular IMF fnancing and the
interest rate paid to members that are creditors to the
IMF. In addivioa, the SIVR sepves as the unde of
account for the IMF, and a number of other interna-
tional organizations,®
® Grnerad alfocations of SR, Decisons on gencral allo
cations are made in the contest of five-year basic
periods and require a finding that an allecation would
mcet a long-term ghobal need o supplement exissing
reserve assets, A decision to allocage SIMRs requires an
B5 percent mujority of the osal voting power,
® Specinl one-time allocarion, In September 1997 the
IMF Board of Gowvernaors proposad an amendment o
the Articles of Agreement to allow a special one-time
allecanon of SDEs vo correct for the facr that mose
than one-fifth of the IMF membership, having joined
the IMF after the kst general allocarion, has never
received an SDR allocanion, The specal allocason of
SDBs would enable all members of the IMF to pamic-
ipate in the SR system on an couitable basis and
wostild deuble cumularive SDRE allocations w SIVR
42.9 tllice, The proposal will become effective when
three-fifths of the IMF membership (111 members)
having 85 percent of the total voting power have
sccepied the proposal. As of April 30, 2003, 125
micmbers having 74.98 percent of the todal votmg
power had ageeed and only acceprance by the Unived
Srates was recquined 1o imiplement the proposal,

1y March 3003, the Bank fow Isacimatodni Seitlemernit | B15)
adopend the SI¥R as it snin o acooa
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Raox 8.6
SDR Valuatbon and Interest Bate
Viaduatten. The value of the SDR & dullar, the cirro, the Japanese ven, and
based on the weighted average of the the pound sterling (see the rable).
values of a basket of major intcma- Imeerer rate. The SDR Interest rae
tionel currencies, The methiod of s set weekly on the basil of 2 weighted
valisation ts revicwed at fve-yvear fiter- average of intereet rakcs on shodt-term
vals. Follpwding completion of the imstruments in the merkets for the cur-
latest roview in FY2001, the Exccutive remcics included in the 5D valuaton
Board decided an & nomber of basket, As parn of the review conducted
changes 1o take account of the mtro- in FY2001, the financial instraments
ductson of the auro & the common used o determine the representative
currency For a number of Earopean inberest rate for the cur and the
enuntrics and the growing rofe of lapanese ven were madified to reflect
imtcrnational Gnancial markets. Cur- financial market devclopmonts. During
rencics inchsded in the valuarion Fy20d13, the SDR interest mte evolved
basket are amony the maot wadely i line with developmicots in the imagor
nwed in iniermstions] wenssctions and money markees, declining gradually
widely traded in the principal forcign during the year o the lovel of 1.75
cxchange markers, Currencies selecied percent in Apnl 2003, while averaging
b imclasion i the SR basket for 2.06 pereent over the counie of
the pericad 20012005 are the L5 FY203 (wee Figure 8.2],
SDR Valuation, as of April 30, 2003

Ansment of LLE, Deallar
o O S
Funs (4200 1.ERTen 474055
lspance ven 2] DR 119 400NN DIFEFE
Taninad sserhng .0E4 1.5%6 10 e AT
L5 dallir AT 1. DN 570

L3RF03

Memorasdum:
SR 1 = LYAE] 38515

11581 = SDR 0C7I2589

T Fachangs rates in sermm ol U8, dellas per curseney s <aceg fur the Japanee yen, which i i

corroey s i U5 dallai

Figure 8.2
SDR Inberast Rate, 1993-2003
fin percend
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SDR Operations and
Transachions
All DR transscrions are conducted
through the SDR Departimcnt
{which s 3 financial entity, not an
arganizational unit). SDBs are held
largely by member countrmies and by
official entities preseribed by the
IMEF 1o hold SIDDEs. The balance of
allscared SDEs is held in the IMFs
GRA. Prescribed holders do not
receive SDR allocations bue can
acquire and use SIVRs in operations
and rransactions with IMF members
and with other prescnibed holders
wnder the same perins and condithong
a5 IMF members.” Transactions in
5DRs are Beilitared by 13 voluntary
arrangemcnts under whach the par-
tics stamd ready to buy or scll SRS
for currencics that are readily usable
i intermational iranssctions, -
vided that their ovwn SDR holdings
remain within cemain Hmite,1® These
arrangements have helped ensure the
Hepuickity of the SDE svsrem 1!

The vocal level of transfers of
SR ncreased in FY 2003 10
SR 15.6 billion, companed with
SDR 14.0 billion in the previouas
vear, but was still well bebow the
peak of SDR 491 billion in FY 1999,
when the volome of SR ranssec-
tions increased significantly becaise

"There sse 16 prescndsedd Paskders oo 210 Ha
the African Developonent Bank, Afncan Dicvel
ipistnl Fund, Arah Momerany bamid, A
Dervclopmient Wank, Bank of Ceneral Alrican
Sumes, Bank for |merutsenal Serlersent,
Ceniral Rink of Wt Afncen Sisie., Eas
African Dies chopment Hank, Esstern Candbess
Caoniral Rank, Fsropean Cenival Rank, Infor
nasinn! Bliith fof Reconsteucines sl
Preeckopmaont (Wiorkd Bank i, Entxrnasionad
Drevelepment Adsocugicn, |neermafiing] Fumnd
[ Mgl Developosens, ldamic [ievel
ipeent Bandl, Latin Amencan Reierve Fund,
aned Mordic [msgmeone Bank

i ke inchade 12 TMF memboms dsed difie
prescribaosd hodider, In sshiditsn, oes maembser
lids eatabibnilied & oiic wiy | nllafig dnaly |
srrangemaent wiith the IMF

Ui rder e diesiprasion snechailiam, pare
ipanay whess balance of pavenengs and sesong
poaa A deeenied aatlicienily @rong sy
he obliged, when designaicd by the [MF, (o

prewide reely neable cofpemees i enchasgge fop SRS up b speched
amesunts, Chang to the cxabener of vwdantary smangemants, the des
tphatiin mmchansimy s Rl Bees dscd alige 1Ry

2003
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Tabdc &7
Transfers of SDHs
{ilm el gy SERRE)
Fanancial Years Ended April S0
1595 15 1997 1R 1595 2000 2ol G2 FED3

Tramufers ansong sl
Trisnstice by agreesnen E9%T Eui] TALL EEAY  13EIT L ke a8  1RER
Presriterd operating? 134 1,951 HA A 4377 23 b o i) [RE
1M F-relared cperasons’ -] M iy L ThA B4 i3 Heds L4
Mot imtoest oo 50K 174 1w 168 184 159 4 Aot L 162

Tonal R84 11908 BATY  QEAD 19410 TEML 0 4814 5084 4000
Tramsfers fram i 4o

Gieneral Resoarces
Repurchases. 1,181 5572 4.0 1918 4761 A RIS 319 1,631 1955
hirges 1,355 1G85 Lali LE¥F 2 =06 el 2ALT 1504 2 1508
Claota payments 4 T — — B 518 05 — ol
Ingere recehved vt Ligneral Rewnroes

Acvoaint hikding 157 53 &1 &4 A5 13% 1% St il
Aty 4 4 1 L] E 3 2 2 i

Toal - EET THABE  A6035 4B L6249 T4 5E00 2093 4555
Tramslers fram General Resources Accosng

o participants and proscrivhed holders.
Paichsc 5870 ad60 406D 4,243 2 WSR2 3EM Alss -2da]  RNE
Ropaymenm of [MF hormosings HAY — - —_ 1.4 — — —_ —_
Inecreat an IMF bsrromwings wr - - - 2] 18 - = =
In ewchasge for othwer memben® aoremces

Aequainons to pay changes o A el | 20 B4 1EFT o7 1,050 L5
AL FarGn H15 109 1 55 1,220 1 &Xa6 1747 1 .78% 1361 1078
Erher—refomts and adpnsments -1 258 F o o T4 s | e | £

Toasl T4 T.EER B.Ras  B.BET4 1AL T4l 6,087 4045  BOTT
Total tranwfers 20,336 17448 19773 20,256 49,0130 IZBAT 1BT0Z 13991 15632
Cigneral Rovonreoes Accomnt hoddings

ag end of pericd L, 215 1404 784 AETI LT LANT  L4ZE 963

¥ Trasnsction by agreermcend Sre tramctiosa in witch participanits in the STIE Dhepartment [curmently inchuding ol memben) and for proscribd bekder
weluniasily cachange S[Hia fof currency at ehe official 1ase o derormined by the TMF. Thes traissctions see ususlly sicanges] by the 1MF,
1 Oipseratioons invelving prowrihed SO kokders. A prescribed ST holder s 8 nonpatcipant s the SR Department that bus been proscribed by the

IMEF as & baokder oof SI¥AA.

¥ (ipserision i SER herwoen members il e IMF that gee condiieted threogh the mtermediany of @ presorbed holders e sefesred o is *TMF-
redated operation. ™ The IMF has sdopeed o number of docibons b peescribe SIR dperagions under the Tront Fusd, the SFF Subnidy, the SAF, the ESAF,

s PRACF, aesell Bhe HIPC Initiseiie.

of payments for memibers” quota increases (see Table
B.7). By April 30, 2003, the IMF's own holdings of
SDRs, which had risen sharply as 3 result of payments
for quots subseriprions i 1999, had Gllen w SDR 1.0
billiesn from SDR 1,5 billion a vear carbier, at the low
end of the wrgeted range of SDE 1.0-1.5 Billon
within which the IMF secks to maintain its SR hold-
ings. SRS held by prescribed hodders amounted 1o
SDER (L6 billion, SR holdings by panticipants
increased o SR 199 billion from SDE 196 billbon in
FY2002. SDE holdings of the industrial and net credi
tewr coiitrics relative 1o thelr ner cumuabative allocarions
decreased from a year cartier. SDE holdings of nonin-
dustrial members amounted 1o 72 percent of thelr net

cumulative allocations compared with 56.9 percent a
yvear earlier.

Safeguards Assessments

In FY2003, the IMF continued its effons to safeguand
GRA, PRGF, and HIPC resources theough the con-
duct of safeguards assessmsens of the central banks of
barrowing member comnirics, since central banks are
pypisally the recipients of |MF disbursemients as the
members” fiscal agenes. Safeguards assessments aim at
pronvding reasonable assurance to the IME that a cen-
tral bank's framowork of reponing, audit, and controls
is dlequate o manage resources, imcheding IME dis-
barrsements (we Box 8.7,
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CHAPTER B

Baox 8.7
Safeguands Asscssment Poliod: A Summany

Otstive of Swfuguards Aacsments

* To provide reasonabbe ssasrance fo the TMF thar a central bank's conrod,

accounting, reporting, and auditing systems in place 1o manage resources,
inchuding |MF disburemens, are adequate to ersure the integrity of
oicrations,

- ﬂmﬂhﬂﬂ'whm_&ﬁﬂmmﬂ:ﬂu]m

30, 2000,

deuﬂ' the external andit mechaidsm for momber coun-

wics with amangements in effect prioe 1o June 30, 2000;

® Poin apphicable oo cmcrpency assstance, fint-orodit-tranche piorchascs, and stand-

abne CFFs; and
qimfmy-m
. Whﬂﬂhﬁtmﬂnﬂﬂt

Pulblicarion Refrrence
-mmmmw

 the IMF website (www.imfom).

Safeguards assessments were sdopted & a permanent
IMEF palicy by the Executive Board in March 2002,
after an initial two-year experimental pericsd. The safe-
guards policy, inidaed against the background of
several instances of misrcporting to the IMF and
allegations of misuse of IMF resources, aims at supple-
micnting condinonality, technical assistance, and other
micans that have tradivionally ensured the proper use of
IMF loans, In adopting the permancnt policy, the
Board noted thar central banks had widely embraced
the findings of safeguands assessments and that the pol-
icy had enhanced the TMFs reputation and credibility
a8 a prudent lender while helping to improve the oper-
atbons and accounting procedures of central banks.

Safeguards asesments apply to all countries with
arrangements for use of IMF resources approved afier
June 30, 2004, and are conducted in respect of any
new armangement presented 1o the Board for approval.
Although safeguards assessments do not formally apply
v consntries with staff-monitored programs (SMPs),
countrics under an SMP are encouraged to underge an
assezsment on a veluntary basis, as in many cases these
programs are followed by formal armangements with the
IMFE. In FY2003, 24 safeguards assessments were con-
ducted bringing the cumulative assessmicnts completed
as of April 30, 2003, v 75, This cumulbative total
mschides 27 abbreviated assssments, which were con-
duscred for arrangements in effect prior to June 30,

8 ANNUAL REFORT 2003

information concerning the safeguards
including a paper by a pamcl of eminent extemnal experts, arc available on

2040, andd which examined only one
kq,' clement of the '-.]'-I,'Fl.lil'\dl frame-
wirk—namely, that central banks
:puhliq.h apiial En.‘l.ul.!i.ll statcmenis
that are independently audired by
external auditors in sccordance with
intermackonally accepred auditnng
stamidands,

Sateguards ascssments follow an
catablished wen of proceduncs o
enAsure consistency in application. All
central banks subject 1o an assess-
menk provide a standard ser of
documents to [MF stafl, who review
the information and communicare as
necded with central bank offscials
and the external auditors. The review
may e mppl-:m:nml '|.'r:. an -
wvigie tes the central bank vo obawin or
clarify information necessary to draw
conclusicns and make recommenda-
po. Such vists are conducted by
TMF stafi with possible participation
of technical experts drawn from the
IMFE"s membership. The review also
takes into account the findings and
timing of a previows safeguands
asmessment, including the resulis of
any follow-up monitoning

The oasteome of a ufc“uan.h e ment | 3 conli-
denmal repom, not made available po the Executive
Board or the gencral publec, that identifics valnerabibi-
tkcs, assigns risk racimgs, and makes recommendations
tor miitigate the identificd risk. Country authoritics, who
have the oppomunity o comment on all saleguards
assesanent reports, are cxpected vo implement the safc-
guards recommendations, possibly under program
conditionality, The conclusions and agreed-upon reme-
dial measures are repomed in summary form wo the
Board at the tme of arrangement approsal or, at the
lavest, by the first review under the arrangeiment.

The implementation of safeguards recommendations
is monitored persodically by IMF seaff. Safeguards
monitonng begins ondce the final asesment report s
issued 1o the authoritics and continees as long 3 credin
is ougstanding. The monitoning process primanly
cntails fidlowing up on the recommendations ansing
from previous safeguards asscaments to ensure that
{1} commirments made by the authorines have been
fulfilled, and (2] the recommendations have been sans-
Bcronly implemented. In general, commimments made
by the authontics are manitored i conjunction with
overall program conditionality, and the main foous of
safeguands monitonng i therefiore on the efficacy of
implementation. To this end, IMF saff request pen-
odic updates of the status of implementation and may
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Table 8.8
Arrears to the IMF of Countries with Obligations Overdue by Six Months or More,
by Tyvpe and Duration
T wmidions o SO, ar af Aprid 36, 20071
By
T . By Durstion
Department SO Tram Leas than Maree than
Toanl {incl. SAF) Departmsent Fumd IMRGEF & momths iy miomncha
ling L7 a.l 513 - - i3 5l
Likseria, 490 A6 0 1LS LN — LR ] 496 1
Seryaha 274 1996 29 79 - e d 2057
Sadin 10817 1.00E D ol TG — % 10765
fembatree 1587 b B - - 8.0 >y 6.0
Total I.;WJ.T 17304 BE.7 1 6.6 L A2 19488

conduct an on-site monditonng review, Under monitor-
i, country suthorines maust annually provede o the
IMF their apdited financial statements and any recom-
mendarionms of special repons prepared by the external
audirors of the central bank

Thie findings of safeguands sssesanents o dave have
indicated that significant but avoadable risks to [MF
resoirces may have existed in certain cases. Assessmicnn
recommendations are designed to safeguand IMF
resoirces by addressing these vulnerabilities and perma-
nently improving controds and operations im a central
bank. Monitorng (o daee has shown thar cenral banks
are progressively implementing the measures recom-
mended by [MF stafl vo mivigare the idennified
vulnerabilities. In FY 2003, central banks continued 1o
imiplement assesment recommendations ar a high rae
{over 85 percent for the moss impostant measures ),
Thie main arcas of improvement in central bank opera-
pions and conorols resuloing from the implementation
oof safcguards measures have included | 1) establishing
an independent extemal audit policy in accordance
with international standands; (2 ) reconcilling the eoo-
nomis data reported 1o the IMF for program-
memitoring parposes with the onderlying accouneing
reconds of the contral bank; (3} improving the trans-
parcncy and consistency of Bnancial repoming,
including publication of the audited fimansial stae
ments; (4] improving controls over reserve
management; and {3} implementing mdependent,
high-queality ternal avdit fincons.

In FY2003, IMF staff continued 1o enhange com-
mumcation and dissemination of information on the
safeguards policy, The TMF Institute devebopesd a
coiirse o safegiands ascssinens, which was delivered
at the Singapore Traiming Institute i January 20003
ane the Joine Vienna Instituge in March 2003, IMF

staff also prepared two semiannual summany reports
covering the scovities dnd resulies af the policy for the
Executive Board. These reparts are available on the
[MF website at Serpswww. finflor external fin Jum,

Arrears fo the IMF

The strengthened cooperative serategy on overdue
financial obligations to the IMF consists of three esen-
nal elements: prevention, intensified collaboration, and
remedial measures '

Total owerdue financial obligatons (o the IMF
decreascd po SR 2,001 Bllian durisagg FY 20003, from
SDR 2,36 billion at the beganming of the Anancial vear
(Table #.8}. This reilecved maknly the clearanee of
arrears by the Democratic Republic of the Congo in
Jume 20802 and by the Islamic Stare of Afghanistan
(hencefurth Afghanistan | i February 2003, However,
the arrears of other countries (with the exceprion of
Sudkan ) continued 1o mae-—most nodably thise of Zim-
balwe, which is the fime new case of dgnificant arrears
toy the GRA since 1993 and the firsg case of arrears 1o
the FRGF Trust. As of April 30, 2003, almost all
arrears 1o the IMEF were protracted (ousstanding for
moe than six months ), abouat evenly divided berween
overdue principal and overdue charges and imterest
More than four-fifths of arrcars were to the GRA and
the remainder 1o the SDR Depannment and the PRGF
Tirust.

The pwor countrics with the Lingest protracted arrears
o the [MF——Sudan and Libers—accoamt for mire
than 79 percent of the overdue financial obligations o
the IMF—with Somalia and Zimbalwe accountimg for

bifpe Amual Repars 200Y, pagrs 73 anad T3, for backgromimd on
e DM Fs spemgbeenod conperitive rmegy for dedling with armedn
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most of the remainder.! Under the IMF's strength-

cned cooperative strategy on arrears, remedial measures

have been applied against the countries wath protracied
arrcars to the IMF. 4 No changes were made in the

IMF's strengthened cooperative strategy On arrears

during FY2003.

Duning FY2003, two countries cleared their arrears
tor the IMF—the Democratic Republic of the Congo
and Afgrhanistan:

# The Democratic Republic of the Congo ceared irs
arrcars to the IMF of SDR 404 million {$522 mil-
leon) on June 12, 2002, Arreams clearanoe was
facilitated by bridge leans provided by four coun-
trics—Belgium, France, South Africa, and Sweden,
Immediately following the dlearance of the arrears,
the Executive Board approved a PRGF arrangement
for the Democratic Republic of the Congo in the
amount of SDR 580 million { 108 pereent of its
quota ), Part of the proceeds of the fist PRGF dis-
bumscment of SDR 420 million was used to repay in
full the bridge lenders. The Demaocratic Republic of
the Congo subsequently cleared its arrcars of SDR
254 million {5338 million) to the Workd Bank
Group. Arrears of SDE 669 million (3860 million)
1o the African Development Bank Group were han-
dled in the context of a partial clearance /partial

¢ On February 26, 2003, Afghanistan sertled irs over-
due financial obligations to the IMF tosaling SR
£.1 million (about $11.1 mallion ). The scttlement of
arrears to the IMF was part of a coordinated plan
under which Afghanistan abo dleared arrears to the
Astan Development Bank and the Intermational
Dievelopment Association. The coordinated asrears-
clearance operaticn was supported by grant
contributions from Ttaly, Japan, Norway, Sweden,
the United Kingdom, and the Afghanistan Recon-
struction Trust Fund.

The Execunive Board conducted several reviews of
member countrics” overdue financial obligations to the
IMF during FY2Hb3:

* The Board considered on two occasions the com-
plaint by the Managing Direcvor with respect to the
suspension of Liberia’s voting and relared nghis in
the IMF. Ar its Chorober 9, 2002, mecting, the
Roard expressed regree ar the further accumulation

Ilrag™s cverdue net SR chargos and ssmcmmsenis scoount for the
remnlining 26 percent.

T4 0w camen | Trasy ard Somalia | the spplicasion of rermedial mea-
sires han been delnyed or suspended becane off ovil conthions, the
afmarnio of 2 fancticning govommiont, and/or Edomatenal

20 ANNUAL REPFORT 2003

of arrears to the [MF by Liberta and the Bmived

sctions taken by the authontics to improve eco-

nomidc policy implementation. Nevertheless, the

Board decided vo defer the decision on the suspen-

sion of voting and related rights by another gy

months and o review the matter ac the same time it
conspdered the 2002 Arele IV comuliation with

Liberia. Ar this second review, on March 5, 2003,

the Board found thar Liberia had not adequarcly

strengthened its cooperation with the IMF and
deciced o suspend Liberia™s voting and related
rights in the IMF,

* The Board revicwed Sudan's overdue financial oblig-
ations twice during FY2003—aon June 19, 2002,
and on December 18, 2002 In June, the Board
expressed regret that Sudan did not make commit-
ted payments 1w the IMF duning the Lt three
months of 20001 but welcomed the comective action
taken in the latter half of 2001, It noted Sudan’s
constraimed capacity for debw service and its inten-
tion to maintain a monthly level of payments 1o the
IMF of 52 million, At the December review, the
Board welcomed the policy performance achicved by
the Sudanese authorities under the staff-monitored
program for 2002 and noted that Sudan had made
payments o the IMF in 2002 in line with i
intentions,

= Apains the background of mouning amrears and
listle improvement in coonomac policy, the Board
i further remedial messires on Limbabae
dunng FY2003, On June 13, 2002, it adopted a dec-
laratican af noncaoperation regarding Zimbabwee and
suspended all technical assistance, Ax the next review
of Zimbabwe's arrears on Scprember 11, 2002, the
Board decsded to initate prompaly the procodure on
the suspension of Zimbabwe's voring and related
rights in the IMF. On Ocober 25, 2002, the Board
nored the Managing Diirector’s complaing, daved
October 17, 2002, regarding Zimbabwe's Railure 1o
fulfill its oblgations o the IMF. This complaint will
be taken up on the occasion of the next review of
Zimbabwe's arrears to the IMF, ar which time the
Board will consder whether to saspend Zimbaboe’s
voting and related rghis in the TMF.

At the end of Apnl 2003, Liberia, Somakia, Sudan,
and Zimbalwe were incligible under Amicle XXV,
Secoion 2 {a) vo use the general resources of the IMF,
In additon, Zimbabwe had been removed feom the st
of PRGE-cligible countries, Declarations of noncooper-
aticn—a further step under the strengthemed
cooperative amrears strategy—were in effect for Liberia
and Zimbalvwe, and the voting and relared righes of
Libenia in the IMF were suspended.
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were announced during the financial vear.

Early in 2003, the Technology and General
Services Department restructurcd it organizational
units, particulardy in the information technology area,
to bring greater cfficiency 1o the delivery of its services.
Later in the year, the IMF created the Monetary and
Financial Systems Department to reflece the expanded
responsbilities of the former Mopetary and Exchange
Affairs Department in such areas ac the Financial Sector
Assessment Program and combating money laundering
and rerronst financing. In another organizational
change, the Treasurer’s Department became the
Finance Department,

Depury Managing Direcror Eduardo Aninat
announced his intention to beave his position in June
2003, and it was abso announced that Economic Cown-
sellor and Director of the Rescarch Departmient
KEenneth Rogoff would return to his professorship ax
Harvard University in the fall of 2003 when his leave of
abscnee expired. The Managing Dircctor announced
thar they would be succeeded, respectively, by Agustin
Carstens, Mexico®s Depury Secretary of Finance, and
Raghuram Fajan of the University of Chicagoe Gradu-
ate School of Business,

The IMF's Administrative Budget for the financial
vear authorized total expenditure of $794.3 millon (or
5746.4 million net of reimbursements ). Actual expen-
diture amounted to $764.0 million, $30.3 million (3.8
percent) less than estimated in the onginal budget,
including $10.7 milion less in spending on personnel
expenses and $19.7 million kess in wravel and other
sctivitics, After allowance for a $3.8 million shortfall in
reimbursements, net administrative expenditures
amounted to 57199 milbon, some $26.5 million (3.6
percent} below the budget estimare.

The IMF’s ongoing commitment o diversity
remained strong in FY2003. Notable progress was
made in the recruitment and promaotion of several
underrepresented saff groups: the share of women in
management positions in the Fund reached 15 percent,
and the share of managerial-level staff from developing
countrics reached over 30 percent.

QI number of institutional changes took place or

Organization

The IMF is governed by its Board of Governors, and
its business is conducted by an Executve Board, a
Managing Director, a First Depury Managing Dircenos,
two other Deputy Managing Directors, and a staff of
international civil servans whose sole ibilivy is
o the IMF. The institution's founding Amicles of
Agreement requine that staff appointed 1o the IMF
demonstrate the highest standards of efficency and
technical comperence and reflect the organization®s
diverse membership,

Executive Board

The IMF's 24-member Executive Board, s the IMF's
permanent decison-making organ, conducts the insti-
mution's day-ro-day business. In calenadar year 2002, the
Board held 126 formal meetings, 8 semimars, and 77
informal, committee, and other mestings.

The Board's discussions are largely based on papers
prepared by IMF management and staff. In 2002, the
Board spent 67 percent of its time on member country
matters {especially Article IV comsultations and reviews
and approvals of IMF arrangements); 23 percent of its
mme on multilateral surveillance and policy issses (such
as the world economic outlook, ghobal Gnancial stabil-
ity reports, IMF financial resosrces, strengthening the
international financial svsrem, the debe situation, and
tssares related to IMF kending facilities and program
design; and its remaining dme on adminkstrative and
other matters,

Departments

The [MF staff is organized mainly into departments
with regienal (or area), functional, information and liai-
son, and suppor responsibilities (Figure 9.1). Thesc
departments are headed by directors who neport to the
Managing Dhirecuor.

Area Departments

5ix area departments—Afivean, Ao and Pacfic, Enra-
pean I, Envopean I, Middle Easern, and Wemern
Hmr.qlhﬂ—ﬂh'n: management ind the Excoutive
Board on economic developments and policies in coun-
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ORGAMIZATION,

trics in their region. Their sl are
responsibile also for pusting together
fimancial ArFanEements o suppon

Box 9.1

BUDGET, AMD HUMAMN RESOURCES

IMF Resident Representatives

membens’ coconamic reform pro- A the end of April 2003, the IMFhad  IMFsupported programs—and coondi-
grams amnd for reviewing perfor- 93 residenid reprowciiative poason nate technical aisiseance. They can alio
mance under these IMF-supponed covering 85 member countries in alery the IMF and the host country 1o
programs. Together with relevam Afrkca, Asta, Burope, the Middic Eant, puulﬂ;ﬂq“.pmlﬁ:u—
functional depanments, they provide and the Western Hemdsphere, and site program suppor, and play an
member countries with policy advice plans ;ﬂ under way 1o open a new active role mwnﬂ: mcmber
and technical asistance and maintain post in Guatemala. Thewe posts— coRrics. addvent
umm..:: with rc!.h:ul'.utpm:.lr.hms. usually filled by one IMF employee enhanced iniclacives for low-dncome
and multilateral institugions in their m&mﬁ : mw“ mwm
gengraphic areas. Supplemented by - ofeq wet up in conpunction with a reduction strategies (sce Chapter 5) by
staff in functional departments, area retooren program. The reproscitatives, taking part in country-bed
depanments carry oul much of the whi typscally huve ponod access 1o kev on the wrategy and presenting IMF
IMF's conntry surveillance work national policymaken, can have a perpectives. They also support moni-
through direce contacts with mem- major impact on the quality of IMF taring of program and
ber countries, In sddinon, 93 area couintry work. In particular, resident inatitution bailding, working with dif-
department sealf ane assigned 1o mblh:ﬁ'- ferent branches of government, civil
member countries a5 IMF resident mulation of IMF policy advice, wonicty organszation, danors, and
monitor performance—especially under  other stakeholders,

represcntatives (see Box 9.1 ).

Departments

The Fiscal Affaies Departoent s responsible for activi-
pies invoedving public finance in member countries, It
participates in arca depariment mdssbons on fiscal
issues, reviews the fiscal content of [MF policy advice
and IMF-suppored adjustment programs, amd pro-
vides rechmical assistance in pubbic fimance. It akso
conducts research and policy studies on fiscal isues, as
well as on income distrbation and poverty, social
safery nets, public expenditure policy issucs, and the
CAVIFONMICHE.

The International Capital Markets Department
assists the Executive Board and management in over-
seeing the internanonal monctary and financial syistem
andd enhances the IMF's ¢risis prevention and crisis
management activities. As part of surveillance, the
department prepares o semiannual Ol Fenaneial
Stablivy Repory that assesses developments and svs-
teimic issucs i international capital markess. It also
liaisex with private capatal market participants,
national authorities responsible for financial sysiem
perlicies, and official forums dealing with the interna-
thonal financial system, In addition, the department
plavs 3 leading role in the IMF's conceptual and palicy
work related o international capival marker socess and
pives technical advice to members on access to, and
how po benefit from, interactions with imernational
markeces, as well as on strategies for cxternal debt
MR ECMEn.

The IMF Iniente provides raining for officials of
membser countrics—paniculardy developing counries—
in such arcas as financial programming and palicy,
external secror policies, balance of payments methodol-

oy, national accounts and government fnance stans-
tigs, and public finance. The Institute also conducts an
active program of courses and seminars in cconomics,
finance, and econometrics for IMF economiss. (See
l::hi[m:r .

The Leaal Deparrmicnt advises management, the
Exccutive Board, and the staff an the applicable rules
of law, It prepares most of the decisions and other legal
instruments nocessry for the IMFs acinvities. The
department serves &5 coarnscl go the IMF i lidgation
and arbitration cases, provides technical assastance on
legisddative reform, assesses the consistency of laws and
regulations with selected internavional standards and
codes, respanids o inguires from national authorizies
and international organizations omn the laws of the [MF,
and arrrves at legal findings regarding [MF jursdicrion
on exchange measures and restnctions.

The Manrctary and Excianae Affairs Departens
became the Mewerary amd Finawnciald Syreemr Dapary-
mrcwt cifccenve May 1, 2003, The new name refleces the
expanded responsibilitics of the reorganized depart-
ment, such as in the developmient of the Financial
Sector Asseswsment Program and in anti-money
launderng and combating the Gnancing of winonsm
sssessmients, Organized arcund four operational
arcas—Hnancial system surveillance, banking supera-
sion and cnsis resclution, monctary and cxchange
infrassructure and operations, and technacal sssistance,
the reorganized department continues to provides ana-
hysical, eperational, and rechnical support to membser
countries and area departments, including development
and dissemination of good policies and best pracrices,
An important role is coosdinaning with codlaborating

ANNUAL REFORT 20023 L

©International Monetary Fund. Not for Redistribution



CHAPTER ¥

central banks, supervisory agencies, and other interma-
tional organizatons.

The Palicy nt and Review Deparrment
{PDR) plays a central role in the design and implemen-
tation of IMF financial facilities, surveillance, and other
policies. Through its review of couniry and policy work,
PDFR. ensures the consistent application of IMF policies
throughout the institution, In recent vears, the depart-
ment has spearheaded the IMF's work in strengthening
the international finandial system, in streambining and
fxcusing conditionality, and in developing the Poventy
Reducton and Growth Facility and the HIPC Initiative.
With arca department staff, PDR coonomists participare
in country missons and assist member countrics that are
making use of IMF resources by helping to mobilize
ather financial resources,

The Research Department conducts policy analysis
and research in areas relating to the IMF's work. The
department plays a prominent rele in surveillance and
in developing IMF policy concerming the international
imonctany and cooperates with other depar-
ments in formubating IMF policy advice to member
countrics, It coordinaves the semiannual Weorld Ece-
wamse Owilock exercise and prepares analysis for the
surveillance discussions of the Group of Seven, Group
of Twenty, and such regional groupings as the Asia-
Pacific Economic Cooperation (AFEC) forum, and the
Executive Board’s seminars on world economic and
market developmenes. The department also maintains
contacts with the academic community and with other
rescarch organizarions.

The Seatisicr Departwent maintains databases of
country, regional, and global ecomomic and finandcial
statistics and reviews country data in support of the
IMF's surveillance role. [t is also responsible for devel-
oping statistical concepis in balance of payments,
government finance, and monetary and financial staris-
tics, 25 well as producing mnh::rdnhp:ﬂ manuals, The
department provides technical assistance and mraining
£ help members develop statistical syspems and pro-
duces the IMF's staristical publications. In addition, it
is responsible for developing and maintaning standards
for the dissemination of data by member countrics.

The Treaswrer's Departmient was renamcd the
Finance Department on May 1, 2003, wo describe its
range of responsibilities more accurately, Its mission
continues o be vo mobilize, manage, and safeguard the
IMF's financial resources to ensure that they are
deploved consisent with the Fund's overall mandare.
This entails major responsibilitics for the institution’s
financial policies and fior the conduet, accounting, and
control of all inancial ransactions. In addition, the
deparument safcguards the IMF's financial position by
amsessing the adequacy of the Fund®s capital base (quo-
Las ), met income targets, precautionary balances, and
the rates of charge and remuneration. Other respons-
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bilities include imvesting funds in support of ssistance
o low-income countries and conducting assessments of
borrowing members’ central banks.

The Extermal Relations Deprrtmens plays 2 key role in
promating public understanding of and support for the
IMF and its policies, It aims to make the IMF's policies
understandable through many sctivities almed ae trans-
parency, communication, and engagement with a wide
range of stakeholders. It prepares, edits, and distribastes
mast IMF publications and other matenal, promotes
contacts with the press and other external groups, such
as civil socicty organizations and parliamentzrians, and
manages the IMF's website. (Sce also Chaprer 7 and
Appendix V.

The IMF's offices in Ara, Envope, and at the Linited
Narions maintain close contacts with other interna-
tional and regional institutions (see Appendix IV). The
UM Office also makes 3 substantive contribation to the
Financing for Dovelopment process. The offices in
Europe were reorganized in 2002, with the sddinon of
an office in Brusscls to enhance the IMF's EU-related
cooperation, surveillance, and owtreach, and with
streamilining and consolidavion of resources across the
offices in Pans, Geneva, and Brussels oo achieve effi-
clency gains.

Support Services

The Human Resewrcer Department helps ensure that
the [MF has the mght mix of staff skills, expeniencoe, and
diversity to meet the changing needs of the organiza-
tion, and that human resowrces are managed, onga-
nized, and deploved in a manner that maximizes their
effectivencss, moderates costs, and keeps the workload
amd stress af acceprable levels, The depamment devel-
ops pelicies and procedures that help the IMF achicve
its work objectives, manages compensation and bene-
fits, recruitment, and carcer planning programs, and
supports onganizational effectivencss by assisting
departments with their human resourcss management
BIhl.i.'ljfl'n: Secretary’s Depariment organizes and repons on
the work of the IMF's governing bodics and provides
seCrelariat services 1o them, as well as o the Group of
Twenty-Four, In particular, it assists management in
preparing and coordinating the work program of the
Executive Board and other official bodies, including
scheduling and assisting in the conduct of Board meet-
ings, The department also manages the Annual
Mectings, in cooperation with the Wordd Bank.

The Teclmalaqy and General Services Department
manages and delivers a full range of services cssenitial
for the IMF's operation. These include information
services (information rechnology, library services,
multimedia services, records and archives manage-
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ment, and telecommminications ); Beilites services

i building projects and facilsties management); lan-
guage services (translation, interpreeation, and
publications in languages other than English); and a
broad range of scounty and business contnuity scr-
vices (covering headquarters security, fickd security,
and information rechoology securty ). In 2003, the
depanmment restructured its organizational unim, par:
tculardy in the information techaology and
administrative services arcas, o bring greater efficiency
R0 it Gpcrations,

The IMF also has affeer responsible for intermal
auditing and review of work practices, badget matters,
rechmical assistance, and imvesomenss under the staf
retirement plan.

Independent Evaluation Office

The IMF's Independent Evaluation Oiffice (IED) pro-
vides objective and independent evaluation on issucs
related o the Fund. The office operates independently
of 1MF management and at arm’s length from the
IMEF"s Executive Board. The TECY enhances the leamn:-
ing culture of the IMF, promotes understanding of the
IMF"s work, and suppors the Board in its governance

and oversight. [ For more information on the TEQ s
work program see Chapuer 7.)

Administrative and Capital Budgets
Budget Reforms

The IMFE is engaged in substantal reform of s
budgetary procedures, following an cxtermnal review
conduceed tn 201, The reforms are designed 1o maod-
ermize the budget process and to follow, to the extent
practical and appropriate for an invernational financial
imwtinatyon, the cutput-focused public sector budget
svitcms that have evolved in the major induserial
countrics. The revised system should help the Fund
respond fexibly to the evadving demands on s
resources, while maintaining the institution ar brosdly
ith present size,

In FY2003, the specific reforms undertaken foscused
on introducing a wop-down budger constraint for use
in deparumental budger planning; adopting woial
resource of dollar budgeting, while preserving a limit
on staff positions; and introducing deparomental bus-
ness plans. A revised output structure has been
developed for use in the FY2004 and subseguens
budgets, In addition, the Exccutive Board is now
presented with information on the costs of new and
existing padicy and programs that come forward for
discussion or review. Consistent with the TMF's trans-
parency podicy, the Boand also decsded o publish the
FY2004 budger document. !

In the wear ahead, three more reforms are planned
thar will help provide the base for a more outpar-

BUDGET, AND HUMAMN RESOURCES

oricnted budget system: improvemenes 1o the measure-
ment of the costs of ourputs which, in tum, will requine
betror reporting of staff time; enhancement of the
medinm-term estimates framework; and development of
addinonal informanon and reports on porfosmance.

Budgets and Actval Expenditure in FY2003
The IMF's Adwinterative Bidges for the financial
year ended April 30, 2003 (FY2003) authomnzed

total expenditure of $794.3 milion (or $746.4
million net of reimbursementa ). The FY2003 Capiral
Budart made provision for expenditure of 5215.0 mil-
lon on projects commencing i FY 2003, including
$43.2 million for building fcilities projects, $42.5
mibllion for information technology projects, and
£129.3 million for the Headguarers 2 building
project (bringing the total cost of that project to
51493 million}.

The Adwinistrative Buager outturn for FY2003
amounied o 57640 million, $30.3 million (3.8 per-
cent ) less than estimated in the onginal budget, This
underspending comprsed 5107 million in personnel
expenses, 511.3 million in travel, and 58,4 million for
other activities and unused contingencies; part of the
underspending was linked to the suspension of travel
{25 frexn mbd- February ) to some countries in the Mid-
die East and Asia in respanse to the secunty situation
and the outhreak of SABRS respectively. After allowance
for a $3.8 million shorfall in reimbursements, nex
admanisranve expenditunes amounted o 37199 mil-
liom, some 5265 mdllion (3.6 percent ) below the
budger estimate,

Information on actual expenditures on the adminks-
trative budgets for FY2001 through FY2043 and
budgeted expenditure for FY2003 and FY200H is
shown in Tahde 9.1

Budgets for FY2004

Inn Aprl 2003, the Board approved a gross Admidisern-
tive Budiet of $837.5 million, ($785.5 million net of
estimated reimbursements, an increase of 5.4 percent
in gross terms { 5.2 percent in net terms) over the
approved budget for the previous year,

In terms of inpuis, the proposed budger makes
provision for a budget-to-budget increase of 5 percent
in personnel expenses, 9.3 percent for travel, and
4.2 percent for other expenditures. The provision for
travel inclades allowance for the additional costs
associated with holding the 2003 Annual Mectings
in Dubai. Within these aggregates, there are signifi-
cant reductions in costs through climination of
lorw- prisricy activities, efficiency savings (mainly from

The budger docusint can be comend ehecroescilly ar
Dzt wrwrwr iy o octrrwalwp adp Taalave /B33 TOF e
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computerization ), and streambining of some support
SeTvices.

There is also a substantial reallocation of resources,
including a shift in personnel and other resources from
departments performing intermediate and governance
activiries 1o those producing the primary ounpurs—
poliy development, research, and operation of the
international monetary system; standard serting and the
[u'm'i.l:i:m of srandardized information; balareral and
regiomal surveillance; use of Fund resources; and capac-
ity badlding. The progected shares of cach primary
autpat group in the votal ouepar funded from the net
administrative budget s shown in Figoure 9.2, Although
this projected breakdown in FY2004 does not differ
significantly from that of carlier vears, there remain
considerable uncertainties—for example abour the
number of IME-supported programs, Nonctheless,
some important developments within the main outpat
categorics are cnvisaged. In parmcular, more resources
will be devoted 1o the work on valnerability, on seour-
ing a fresh perspective on surveillance, and on trade
and capital account issues, The resources devoted o
capacity building from the Fund's net administrative
budget are expected to be enhanced by a projecred 23
percent increase, budger-to-budger, in external finance
from donors.

Under the IMF's revised capital budgeting proce-
cheres, the Board was presented with a medium-verm
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Table 9.
hl-llpu, Hun:H‘fuu 2001-2004!
{I-ﬂ-rflm-hh#
Finangial Year  Fimancial Year  Financial Year  Fenancial Year  Financial Year
April 30, 2000:  April 30, 2002 April 30, 2003 Apeil 30, 2003 April 30,
Salsrics 210 0T 3432 R37.1 359.7
Budgets and (her Pomomnel Eipesises 154.0 ield 5.8 193 201
Sabstertal 44,1 481.7 390 SR 4 LS L
I Omher Expedies
Traovel 9.3 44 gl W | i 1080
Ueher Expemes 1281 1453 164 24 155.7 1.1
Sabtotal 294 2300 1553 1354 LT
HL Reimburscment {37.5} 44.6) 47 (44.1) {52.0)
“Total Adminisrative Bodget (net) 34,0 676.7 T464 7199 THS.E
jwm “ﬁww ﬁtlau-lhtrm ersling Agei] 20, 200 sl il
by pur 0, 30, 2004, svrmparnd wich sctual cpeene for
the financial yean cnded Apell B0, 2001 mn;mwm H.
a eontingeney reerve of §1 milion.
lnchudes 3 contingency reserve of $3 million.

*capital plan™ that envisages toaal spending of $3115.1
million on new projects over the next three fiscal yeam,
including 545.6 million for buikding facilities and
569.5 milbon for information technology projects.,
These aggregates do not include spending on projects
authorized under previous years® appropnagions,
indlud.'inﬁ l'hl; .,:l:mﬂrl;n:'lin::u:l o the Hc:ilql.urtcr\ 2
building.

The E.‘npr'rnf E:u@.rr appropriation approved by the
Board for propects starting in FY 2004 is 5396 million.
This covers the cost during the period to FY2006 of
the projeces starting in FY2004 and includes 513.2
million for building facilitics and $26.4 million for
information rechnology projecis.

Medium-Term Framework

Under the new budget procedures, the IMF prepares
exch year a medium-verm estimate (MTE ) framework,
which sets out the propected cost of existing policies,
starting from the current budger year, for each of the
subscquent two vears, Following this procedure, the
cstimates shown for the second vear of the MTE—
adjusted for policy and cost changes—become the
base fior the following vear™s annual Administrative
Budget. Consistent with management’s view that the
institution should be maintined ar broadly i present
sixe and should seek o accommodate new rasks pri-
marily by reductions in lower prionty work, the laes
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MTE prowides fior increases in ner administranive
expenditure {excluding contnibutions 1o the Staff
Retirement Planj of 2.8 percent in FY2005 and 4.3
percent in FY2006,

Human Resources
The Managing Dirccior appaoants a szaff whose sole
responsibility is 0o the IMF, whose efficiency and techini-
cal competence are cxpected to be, as set forth in the
Anticles of Agreement, of the *highest standards,™ and
whieme diversiey by nationaliny reflects s membership
and gives “due regard to the importance of recruiting
personnel an as wide a goographbeal bass a5 possable,™ In
accordance with these high standards, the IMF has put
in place a Anancial disclosure process for sl To pro-
vide the continuity and instinutional memony from which
the membership bepefits, the IMF has an emplovment
policy designed o recruit and retain a corps of intema:-
fonal aval servanis mmteresdod 0 I-I'If]ldhlj‘.li A CaARder, ar a
significant part of a career, ar the IMF. Az the same tme,
the IMF recognazes the value of shorter-term employ-
ment & recruitment of mad-career professionals
comsistent with the changing labor market and the bene-
fit of fresh perspectives. In the case of a number of skills
and jobs—relating mainly to certain services and highly
specialized economic and financial skills—business con-
siderations have clled for shorter-term appointments or
0 CAEESOMIRCEN S ACHVIEDES,

As of December 31, 2002, the IMF employed
703 staff ar the asssstant level and 1,918 professional
staff (about ewa-thirds of whom were coonomists),

Figura 9.2

Projected Share of Resources by Output Category,
FY2004

[As & paresnl of net cdminiiimnes bodge|

Capacity B Sarvizes
Ry

Lise of IMF Resaurces

Stoeddord Seter/Provider of
i Saandordized Infor
W% 4%

BUDGET, AMD HUMAMN RESOURCES

In addivion to s scaff, the IMF had 297 contracoeal
i:mp!rrg.‘cc:- £ 165 pq}Tl:r“:, ':m;lun.iing technical mssis-
mance expens, consulians, and other shosr-term
emplovess not included in the staff ceiling. OF the
IMF's 184 member countries, 141 were represented
on the staff, (See Table 9.2 for the evolution of the
marcasality distribution of IMF professional saff since
1980, )

Changes in Management and Senior Staff
Depuiry Managing Divecror. On Masch 7, 2003, bt wa
announced that in June 2003, Eduardo Aninat would
leave his position, which he had held since Devember
1999, In imforming the Exccutive Board, Managing
Director Horst Eohler said, “During his seay here,
Eduarda Aninat has contnibuted immensely to further
ing the agenda of the Fund, drawing wpon his vast
expenence of policy wark, politkcal acumen, and diplo-
matic skills ™

Evonowmic Cowngellor and Divector of the Rescarch
Deparnment. On Apnl 29, 2003, it was announced that
Eenneth 5. Rogolf, an authorty on intematicnal eco-
momics who had succeeded Michacl Mussa on August

Table 5.2
Distribution of Professional Staff by Nationality!
{Im prrient)

Rrgimnd 1980 120 2003
Adiaes ix EE 4
Asiz 122 127 156
Japen 14 L 16
Other Asia ({LEY 1nE 140
Fiarope w5 35.1 .5
Framce &9 ES 4.5
Licrmany a7 4.3 £1
[ty | 1.4 .7
LUnsmed Kingdom i1 Y] 54
Boasia wnd counerics of
she formet St Lnion e . 11
East Earope and Bahic commmes i uia L¥
[her Erarope 190 159 126
Maddie East 54 EE 48
Westom Homisphers 3l 410 #Ma
Cansda 146 2B ik
United Starcs 59 59 M4
Uither Western Hemisphere jEE S 123 i4
Tkl 1040 1000 1600

Tinctudes stafl = Grades AD-B3.
Yoo, aev dafined on the hawa of (he ooestry dsiritution of the
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Table 9.3

TME Seaff Salary Structure

{ fm D15 dallers ffeceine May 1, 200:3)

Cirade Minimnuemn Mazienam Iiluserative Penition Tieles

Al 28100 24,680 ot applicable {sctivitecs ar this bevel have been camaourced |

AT 25,550 zal0 Divees
A.I. 2Bl 43460 _Hﬁ.ninlt (Chericalp

A 37450 8,710 Sl Asiaeient [ Beganning Secretieial|

Al Bo 30 54,570 Sl Asstimarn (Expericnced Soorourialj

As i) & 00 mhmwmmmu.p,ﬂﬂiﬂfmrmﬂm
AT 45,510 GH 430 Rescarch Asstaass, Administrative Adaistant

A% 51080 T 60 Senior Adminisrative Assnsants (o.g., Aocounting, Humsan Resources)

A 54,300 %1540 Litsrarten, Tranalitoe, Rescarch Ueficer, Haman Reioec Officen

Al [ Ll QL 7EO Aocomntant, Rescarch Otficer, Adminisorarive Cificer

All bl Wy 1 107 550 Esonommie (Ph.D. mfrhdhhmr.-ﬁpﬂﬁﬁt;.hmuﬂuwﬂm
Al2 0,350 120,580 Ecanceniia, Astamey, Specialin (2. Accouantng, Compter Sywtems, Humas Bessarce
ALE S, D40 1R D0 Exoncemiv, Aromcy, Specialist (e.g.. Accounng, Comperor Syaoms, Homaen Resosanoo )
Al4 100,430 151,270 Diepusy Division Chael, Senior Ecommmsat

AlS/EI LRE 940 170,960 Dvision Chief, Depory Divisson Chief

B2 131,360 190,600 Trvimion Chied, Advisar

Bl 184, 100 2120 Assivrer Deparsment Direcior, Advisor

4 181,910 227,790 Depusy Department Dircetor, Senior Advisor

BS 314210 15T 160 Dreparement Diirector

ﬂu:m.ﬁptwmhﬂﬂﬂhﬂmﬁﬂuh ompettve 1 cnable the EMF 1o ssoure bighly qualified seafl o ol
member The sulleries wre ceviewed annnally by the Executive Board. The slieies are kepe i line with ehe saliries B eguivalend grades and posd.
_dnllhmumm-dhﬂﬂhlﬂhmﬂhwmﬁ#nhuuﬂmmwﬂwh
LIS, cisiper wre wmnally fed regquired 1o pay incoene toes on their IMF compenuion, the salarkies aee sef o0 2 net-of 1 bhain, which s penerally equiva-

lent 1o the afbertay takic-boeme pay ol the exployees of the public snd peivate sector fems fom siich INF salaries se dertvd

2, 2001, would be leaving the IMF to return 1o his

professorship at Harvard University in the Bl of 2003,

when his two-year beave of absence expired.

The Managing Director announced thar Messrs,
Aninat and Rogodf would be succeeded, respectively,
by Agustin Carstens, Mexico's Depurty Sconctary of
Fimance, and Raghuram Rajan of the University of
Chicago Graduate School of Business.

Recruitment and Refention

Crwver the course of 2002, 216 people joined the IMF
staff, The 110 ecopomists, 34 hires in professional and
managerial gredes in specialized career streams, and 52
assistants represent a decrease of 15 from the 231 staff
members hired externally in 2001 (and 108 from the

rotal of 324 who joined the staff in 2001, if 93 conver-

sions from contractual starus are incheded. ) OF the
recruits in 2002, 55 were mad-carcer cconomists and
50 envered the Economist Program. (The two-year
Economist Program serves to familianze entry-level
economists with the work of the IMF by placing them
in two different departments, each for a 12-month
period, and then offering regular stalf appointments o
those who perform well. )

a8 ANNUAL REFORT 2003

Dunng 2002, 168 staff scparated from the organiza-
tion. The separation rate of stalf in professtonal and
managerial grades was 8.0 percent {115 staff) in 20002,
This represents an increase from 5.5 percent | 101 safl)
in 2001 and 5.1 percent (BB staff) in 2000,

Salary Structure

T recruit and retain the seaff it needs, the [MF has
developed a compensation and benefits system
designed wo be competitive, to rewand performance,
and to take account of the special needs of a multina-
tonal and largely expatrate staff. The IMF's ssaff salary
structure i reviewed annually and, il warranted,
adjusted on the basks of a ﬂJrl.'IPJ.I'i:‘IﬂIi with salamies paid
by selected privare Anancial and indostrial firms and
public scctor organizations in the United Seatcs,
France, and Germany. After analyses of updated com
parator salarics, the salary structure was incrcascd by
4.0 percent for FY2003, and the Board approved an
increase of 4.0 percent for FY2004 | Table 9.3},

Management Remuneralion
Reflecring the responsibilities of each management posi-
on and the mhﬁm«:!up between the mAnagement amd
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staff salary stroctores, the slary arue-

tire for management, as of July 1, Table 9.4 :
2002, is as fislbows: Distribution of Staff by Gender
Managing Direct 5336,080°
e e | 1980 190 aooa!
Lrirector 52590, 7E0
Deputy Managi All Seadf
M e Wamen L 46 8 L7 b L 1,243 i A
MAMAGEIEAL ICMUNCIItOn & Men 768 532 2 M7 B34 1438 518
subject 1o a combination of periodic e Sl
structural reviews by the Execurive Tatal 6I3 1000 42 1000 763 1000
Board and annual revisions, 1t is Wamen e 1o B0 Sl #a-1 e 5 B8
autonomoas and nog formally linked Mn 121 w7 1oz 15% s 155
£y Femnumeratkon i other intema- Professional Stafl®
tronal organizations, Tt L R (L] R9T 1000 1562 1000
Woimen 173 268 T4 30 844 A
Executive Boord Remuneration Men TR en S O 65d
Upon the recommendation of the Tt 382 1000 539 1000 947 1000
Board of Governors” Committee of Women 42 s ™ 1 3 10
the Remuneration of Execotive Mlem ; A0 Ha 4 459 Bh.E 745 bl
irgctor - Fll'ﬂ'Tlﬂ Sperialised rarver aveawn
i Jul fh 002 b o8 e i s e et D o L
¥ 4s » MR O 2 Women 151 461 4 SB4 e T
percent m the emuncration of Exce- Men 162 1@ 164 HE 173 FE ]
utive Dhrectors and their Alternares,
The remuncration of Excoutive Tortal 185 1000 235 1000 356 1000
Directors is 182 590.% The remu- Wnmen Il (5] 13 E5 B4 153
neration of Akernate Execuitive Min 174 941 12 P45 BO2 B4
. ; p T
Rieecrons is 5157, 940, Tiotal U 10 184 J{MRD 287 eIl
i Winhen + 410 9 4% 34 i
Diversity Men % %0 175 95) %3 Bl
The Executive Board continued o Speeialiced cavver dream
: P Toal g6 1000 8 1008 o2 1000
EOpREAE EBE fapoetince of 10 Weanen ol s 78 W Wo
diversaty in improving the IMF's o -, 219 & 911 pre 710
effectiveness a8 an mternatianal
institution. Notable progress was Vinclisdes nealy walf on diry.
achicved in the recruitment and pro- IS0l i Cieackes A1-AB.
motion of several underrepresented Fiaafl iny Girgabes AS-A 18,
%pail 1 Gerndes B1-RE,

staff groups, although muoch morne
has to be done po reach 2 balanced
regiomal representation, Women®s
share at the managerial level reached 15 percent and
the share of developing country staff at the managerial
level reached 21 percent. In both categorics there is
still room for improvement. The IMPs Senior Advisor
on Diversity, who reports o the Managing Director,

Tin addition, & upplensentdl slemanie ool S0, 140 1 pad 8o (Ever
CAper.

Min derermibning ibe wiliry sdpritinenis ko Faceiiene Phneciors fis
206L, the commsnee poik inpo comesderagon the peroontags chargr
in rerrineration of g lighei el cnal seavant i 1he Sy of
finsnce and cemaral bhank for sclecsed member counanies, and that
sogniny's change & il comnimer prs imdex,

These figuses do ot spply 0o the ULS. Evecutivr Diinoconr and
Alermate Exccuing Dhnggsor, who are subpect Iy A drmgre vl
ulafy caps.

further developed indicators to monitor and strengthen
nationalicy and gender diversity (Tables 9.2, 9.4, and
Q.51, a5 well as diversity mamagemsent in the organiza-
tion. In line with the IMF's diversty strategy, dunng
calendar year 2002, the Human Resources Departenent
(HRD) focused on integraing diversty into its haman
resounce management polickes and pracrices, including
maragement standards and Mission Code of Conduct
and management development programs, and intro-
duced new policies and programs to accommodate the
necds of diverse sqaff.

The Senior Advisor works chosely with HRIDY and
other deparements wo identify needs and opponunities
for promoting diversity and carrving out departmental
diversiry plans, which have been amd mryond-
tored every year since 1996; in FY2002, departmeenis

ANMNUAL REFORT 20023 i
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Table 9.5
Dhistribution of Staff by Developing and
: 1990 20021
Al Seaft N
Tidoctig Rt e i
CoungTice 4 + i
 Nodusrial counerics 1043 BRE 1514 BeS
e42 1000 782 100.0
mm e 1 | 426 558
Ursdusmrial countries 4 480 7 M2
Prafessional Stafl™
Teaul . 89T 1000 LBA2 1000
lIsdumarial oouneres 554 6.4 =3l o
Franpamirts ]
Tenad 529 1000 96T 1000
Thevehwsing countrics M 4ls 404 423
 Irschusrial conmerbes W 584 BE% AT
Tonsd 368 100D 598 1000
Developing countracs 122 334 m v
_ Indusral councres 48 Ot & | 425
“Toaul 138 10 A56 100
Drevelaping countrics & 155 1o 0%
Inammrial comntries 17% T8 246 . |
Frampmyim
Toul 184 1000 287 1000
Developing countrics B 03 95 ER1
Trubhntrial dontses 13 F0r 19 es®
Toeal 81 1000 68 1000
Dioveclopang counimes & ALk 15 7
Ennistrisl <omsntrics 5 B2 54 7R3
Hichudes candy ataff s duty
e Girscdcn A1-48.
Sheal i Chrales AD- 15,
51 i Girsden BI-R5,
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integrated these action plans inpo comprehensive
human resource plans, which wall provide an even maore
business-relevant and systematic framework for the
IMF's diversiry efforts. Typically, diversity actions
include initiatives in recruitment and carcer develop-
ment, onentation and mentoang programs for
newComers, and measures (o improve Comperency-
based performance fecdback and increase the trans-
parcncy and user-friendliness of human resource poli-
cics, procedures, and statstics, Two important now
mecasures duning the year were 3 mentoring pilot pro-
gram for mid-carcer newonmerns and a rebocation
program for staff and families,

Input eo the Senbor Advisor on Diversity by depart-
menis indicated efforts to improve diversity awareness
and skills, more systematic and fransparent approaches,
and amention to people Management pracices in gen-
eral. Achicving sansfictory diversty of staft in an
instinuteon thar emphasizes carcer employmient is a cod-
mrng challenge that requines concerted cffort
Progress is monitored and problems are reported ina
transparent manner, including in the Divermiey Annnal
Repors on the IMF's websine.

MNew Building

Construction i well under way on 2 second headquar-
ters building adjacent vo the existing IMF headquarters
building, In Scptember 2002, the Fund's rezoning
order, approved by the Distacy of Columbia’s Zomng
Commission, became final, In October 2002, the
demolition of an existing building on the site was com-
phered, and the construction of the new building
began. The now bullding will enable the IMF to
accommosdane its entire staff within 3 single headcuar-
rers complex and reduce overall costs by eliminating
the need o bease space, The project is schedubed 1o be
completed by 2006,
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International Reserves

Total inemational reserves, including gold, increased by

9 perient durng 2002 and wood st SDR 2.1 trillion ag the
cnl of the year (Table 1.1), Foreign exchange reserves, which
constinare the brgest component of official reserve holdings,
grew by B percent, g0 SR 18 willion. IMF-related dsscis,
which make up the rest of noagold reserves, incressed by

12 percent, o SDR 84 billion. The market valoe of godd beld
by monetary authorities increased by 18 percent in 2002, 10
S0HR 235 hillion at year-cnd !

Foreign Exchange Reserves

Fowreign exchange reserves represeated 95 percent of pongald
asmcts at the cnd of 2002, The dovcloping coimercs, whach
held 63 percent of all forcign cachangs reserves at che end of
W02, increased their holdings by 10 percent, to SOR 1.1 tnl-
lion, following comparatde inoresies ia the previow pwo
yeamn, Durng 2002, the forcign exchange hoddings of meos-
trial counaricy rose by 5 percent, 1o SDR 653 billion,

In 2002, the foreign exchange assets of the oil-exparting
developing countried, which amaant to about 10 percent of
all developng countrics’ foreign exchange reserves, declined
by 2 percent, to SDR. 1103 allson. Forcign exchange reserves
of the net creditor developing cotuntry groap ross by 11 per
cemi, bo SR 222 ballion, and thise of net debior countries
prew by 10 percent, vo SIYR 889 bllkon ar the end of 2003,
Foreign exchange reserves of net debtom withowt debt
servicing problems inercaeed by 13 percent, to SDR 753
taltion, while those of countmcs with debe-serviging probioms
decreased by 4 peecent, vo SIYR 136 billion

Holdings of IMF-Related Assets

Derurng 2002, total ISIF-related asscts | that is, rescrve posa-
tinna in the IMP and SDRs) nereased by 12 percent,
following an increase of 16 percent in the preceding year.
Indusirial countrics bokd a majority of IMF-related asseis: £1
percent at the end af 2002. The increase in IMF-related asscts
wid sreributable mainly oo 3 16 percent growth in member®
rescrve pimiations in the IMF—which conssst of members®
rescrve tranche and credivor posidons—o SDR 66 billion,
SR haldings of IMF members have remined broadly con-
stanmt at SR 20 billion,

1 fices] mossetary suthaormtios comgense copiral banks and also oar-
rensy boards, exchange stabthratson Rands, and breamines, to the
exirnt that they porform menetary authorine” fussbons,

Gold Reserves

The marker vadue of gold reserves increased by L percent, 1o
SR 225 billion, reflecting an kncrease of 14 percent in the
SDR price of gold in 2002; the phyaical stock of official godd
declined by 1 perocnt. The share of gold in officially held
reserves declined gradially 1o 11 percent by the end of 2003,
whercas in the cardy 1980 pold comprised abowt halfl of all
officially beld reserves. Mot of the gold reserves (83 percent)
arc held by industral countrics: gold constiuied 21 porcent
of these countries” total reserves st the end of 2002, Gald
reserves accounied for 4 percent of the tofal resorves of the

developing countnics,
Developments During the First Guarter of 2003

During the fint quartor of 2003, togal rescrve asscts nose by
SR 43 bellbon, wheress foreign cxchange reserves inoreased
by SDVE. 540 billion over the same period. Reflecting a decline
in the SDR price of gold since the end of 2002, the masker
valine af gold reserves dedlined by SDE 9 billion during the
farst quarter of 2003, while the physical sock of offical gold
declined by SR 4 billion. Holdings of IMF-reluied aviets
increased by SDE 2 allion.

Currency Compaosition of Foreign
Exchange Reserves

The currency compamation of forcign cxchange reserves has
changed gradizally over the past decads, with the share of
US. dollir holdings in foreign cxchange peserves rising, from
57 percent i 1993 ro 68 percend in 1999 and staying ot thay
hevel through the cnd of 2001 (Table 1.2). In 2002, however,
the share of U5, dollar hobdings declined slighaly, m &5 per-
cent, with curo holdings gaining share, The euam, which
replaced |1 Buropean currencies and the European currency
unit [ECL) on January 1, 1999, sccounted for 15 peroent off
tonal foreign exchange reserves in 2002, somewhat higher
than its average since 1999, Goven that, at the introduction of
the curn, the Esrosystem's reserves previously denomsinated
in curo legacy curmencies’ became domestic asscty of the cum
area, the share of the e in 1999-2002 & mot direody com-
parabile wsth the provimis yean’ combined share of the foar
eurn legacy currencies kdencified in Table 1.2; deutsche mark,
French franc, Metherlands guilder, and privaee ECLL. How-

IThose tnreign onchange rescrves that, sp 1o Deoembser 17, 1998,
wivy demominaiod i curo-wes fermaer nasioenad surmenaers and prvacs
ECL»
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APFPEMDIX |

Table 1.1
Offiicial Holdings of Reserve Assets!
{1 il i SO
March
159497 1598 1 20043 2000 003 003
Al coumbrices
Tl reserves excludieg gold
TMIF-relaced amctn
Reserve poaltions in the [MF 471 .6 B4R 47 4 £6.9 .1 LR
SDEs IS M4 15 185 196 197 194
Suhectal, IMF-rclited ancti 675 BLD 732 5.9 Té.4 257 R7.4
Foeeign exchange L1970 1 B 3 1.297.7 1,483 4 14278 17084 1. EL15.5
i Tostal reserves enclading pold 1,.26:4.7 1.247.3 1.271.0 1.561.3 1,704.2 18451 1,500.9
Cluarmry | el of e EBE.S ek 3 95T 0 9521 9817 BI0E 16,5
Wahie af London market pace 19].1 1978 204 5 2005 2074 230 LA
Total reserves inchuding godd 1, 458.7 1482 15754 1,7BL.8 12116 TJOEA.T I 124.7
Induserial comnneses
Tortald rowerven enchuding godd
LA relaed avicts
HReserve positeons in the INF 413 239 46 8 . 470 3A7 7
SI¥Hs 155 1548 147 L4 4 160 I8 15.]
Subroes], IMF-relared sssers Bé.8 LK 1.5 K&l L B 508 LR
ign exchange 5209 4758 G261 Fhel G204 85210 B0
reserves excluding gold ETR.T BB EHT.A 450.3 &43.4 e o Tio5
Crodd?
Dhiangity [ilisini o s 7315 08T Hl04 g THIS TERER TasH
Value ar London marker price 1675 I6s.3 1704 1678 I734 1941 I%8.6
Tiotal reserves inchoding pold 736.2 Tinw TER.0 B18.1 E55.7 6.6 G
Dovcloping comntries
Tenal seerves enchading gald
IME-relared assens
Rescrve positicans in the IMF 57 a7 &0 77 w8 13.3 1.4
13Rs L] 4.5 37 4.1 36 L 7
Subitotal, IMF-relatod assctn 108 11.2 1L.T 11.8 13,5 16.2 176
Farbegin ehhdrgs &7 .5 7714 HER Y 1,007, 3 1,1i0.3 11558
Totl reserves excluding gold GET.0 o177 THE4 Q0.9 1,020.8 11264 L1744
Cpuanery | mdlienr af auireer) 1560 1559 .6 1564 158 % 154,23 1eaF [
Value st Losdon marker price LE R I}b 351 115 250 405 fL
Total reserees inchading pold TI0L.5 THLA El&.5 P33.7 1,B55.8 1.1567.1 1,213.6
Mot debior eoumiries
Tomad m#mudadmggnﬂ
IME-relaned gacss
Rewerve pomihsni m the IME 43 o 87 E4 fhd =1 LR
S1Hs kL 53 | X5 17 19 28
Subtotal, IMFPorelaged anicti 51 H4 2E ar 0.2 I.a 12.2
Foreign enchange EXR.1 BE0.0 1 TO8.T i, T BEE S TR0
Total reserves oacluding gold E46.3 383 G151 Ti4.4 B15.8 RoR.R TR0
(panneity { mllisns # aumors) 1479 1512 1447 147.7 I51.3 1532 153.1
Value at Lomcdon markst e a8 g a4 3l 233 an& a
Towm reserves Inchading gold ETEL BEO.E [2F LN TH45.8 H4%.1 SAE.E ]
et debsrar comintric wiathous
debe
Toaal reserves exclading gold
TME-related siscty
Resepve powatin i s IMF 38 EX i XS 5.7 7E 1.6
SO EXL T 14 | 2 1@ 2.1
Subrotal, 1MF: relaped sxeens o8 73 7.3 &7F 7B 9.3 L e
cuchange 4038 4183 4804 571.4 [ 75L& Tal2
Tetal rescrves exchuding gold 4106 4364 A0, E7EA [y ] Talw TR04
(haaniry | mitipms af paenier) VR E L7 1035 1z.x 1064 1031 Lxr S
Vidue ot Lowdon surler paice 221 =4 B L8 .7 54 itz 164
Taotal reserves incleding gold 4307 457.2 51R.R M0, 0 &95.7 THY.2 BLET

S Iniomatsonal Mooy Fund, fssrrsenenal Sinannal Sacimis

Mo Components may 008 som 10 retaly becamse of rounding.
" il ooff wiar frguares e ol yeany csoopr 3008, = EMP-relood sssen™ comprisg peservn posiniona en she [MF and ST hobdmg of all IMF members. The

coumies mder “Foreign exchange™ s = (o™ comprise official bolSngs of those [ meombon for which dam are svilable and cormain coanirss or wvas.
¥ e rewy omsoe coquialy 31003 graen. The markee peide 18 the sibormoon prisce fiaed bn Lorsdom v che L baninews day of cach ponasd.
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IHTERMATIOMNMAL RESERVES

Takle 1.3
Share af Mational Carrenches in Toeal Identified Oficial Holdings of Poretgn Exchange, End of Year!
(1 periens)

1993 15404 135 195 1597 1958 1955 HlHMY 01 2002
All comntries
LUE dofler el oS fase 0.2 6a.2 057 67 e &7 6 a7.7 f &
Japancie ven 77 7.0 a8 &0 3 54 £ £3 i 45
Ponumd aterfing A0 13 iz 34 1 is 40 iR &0 44
Sowrmia [race | (1L (R 0.4 {1 b oz 0.7 0.7 bk o7
Eures — —_ — — — - 128 134H 132 148
Deutsche mark 137 142 13.7 130 128 133 e = = -
French franc 1.3 4 13 1% 1.4 L6 — — —_ -
Melbserinmds puilder 0.7 (1L K] i3 (L] i = = = -
BCLR? B2 77 68 50 5.0 0E = £ = =
Lenpeofed camencet sl i #3 ¥ i) L | Wi 7 9F 1o
Industrial comntrics
L5, dollar 502 S0 E 518 S, L] T 718 77 733 ol
lapanese yen 7.B B i 56 BB i X 6.3 s 45
Pound werling 13 i3 r & | 2.0 149 i3 - 10 14 r i |
S frans %] 0l o ol (18] 02 ol 02 L eF
Eitsts == - = = = - L0 104 ) s
Deutache muark I6.4 lé3 L4 5.4 159 134 - — - —
French fanc 14 24 i3 L7 Y 1.3 = = - -
Motherands. guslder 04 i (LR 0. i3 0l — = = =
ECL 152 4.6 134 (L] (LI 1% - — - —
Lisnprcifiod camonciot 48 5.0 L] 6.7 i 7ok T &3 w2 118
Developing countries
L5 dollar e 1 Gl 6l 0 i 658 e ) o4l LR GER L
Rapaficie ven 74 7a e X 4.7 45 L 44 %3 43
Pound werling 4.0 44 4.4 4.8 L | b | 5.3 5l 55 55
wtan franc n Ir I.5 14 14 i1 L. 10 (1] 08
Eum e = — - - - 141 149 1B 168
Dicutsche stk T 1w 118 10s 0.3 13 — — — —
Fremch franc 10 14 i3 1] 148 1% = = = o
Methorands palder 10 3] L L LIt LE = i o —
B = - - - - - - = - -
napreificd surmensies® .1 ka Ll na 1.6 & 15 e o e e

Wame: may o sam o ponal becasss of rowseling.

aly 1M mambey countrics that repaors thair sfficsl bobdings of Soecign aachangs arg msiydod i chen abie

Ixne covmparable with the combined e off e kgacy curremseies in proviosn weam: becasss it exclodes che ouros pecererd by suns-ares membem. when
their provious Bekdings of echer curc-anca memben” kgay owmenaies wens oomvoned inen cures on Famesny §, LR

¥l the cabeulsrion of curmmey thares, the BCL i oested 28 0 sopente curreney. BCLY eoseroes kel by the maneesry ssrharmes ewvned o rhe foem. of
e on boah, e prnans secior snd Furogscan Momctary Emomiie (ML which isocd official ECLY v Fupopean Ulnecs comral baskes thrpugh movolinng,
waps mpaast che contribemion of D0 peroemt off e pross godd holdmgy snd U5 dollar reserees. Om Deopmiber 30, 1P, the officildl ECLh wore
nrrwomsnad| it godsl and U5 dotlars, hoacr, the shar of ECUs at she and of [958 was sharply dower than o yoar cacleor. The remaineeg, ECL hoidfings
reponed for 1996 commised of BCLN sused by the prvane secoor, usnsly i the form of ECL dinpoaits snd boadh, O lemesry 1. 199, thesy hobdmgs were
mnnmansdly comvemed imo oune

WThar prsadiend 18 oqoal to they deferenor bereprn rotal forogn rechange resonaes off 16F membsee ooumineey ansd i wm of far soserees farid in e cusmen-
e lissed bn the satsle,

Tt caloslamionn. here inoly 1 a greanor e on 18F s ewimunes chan dio choar provsced for che groop of indemal coamman

ovir, after adjusting the data 5o fake imbo acoount ondy bold-
ings of these currencies outside the euro arca, their combined
share in 1998 was virtually identical o the share of the curs
in 1999,

The share of the Japancse yven i tofal foncign exchange
reserved declined from 8 percent st end-1993 1o 5 percent st
the end of 1997 and stayed at aboat that level through 2002,
Dhiring the past decade, the share of pound sering has
remained around 3 and 4 and that of the Swiss franc
approaimately 1 percent. The share of unapecified curremcies,
which include currencies not identificd in Table 1.2, a5 well as

forcign cxchange reserves for which no information an our-
rency composition s svalleble, rose 1o 1] percent in 2002,

Far indusirial countnics, the share of 1.5 doflar holdings
ircreased throaghout the 199k to resch 73 percent in 2001
and declined 1o 70 percent at the cnd of 2002, The sharcs of
the curo in those countries” foreign exchange rescrves Fose (o
11 percent in 2002, whereas that of the Japanese ven
dechined by less than | percentage poine. Sharcs of pound
ower the past ten veass, but the share of unspecificed ourencies
roee by 11 percent in 2002,
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APPENDIX I

Tabic 1.3
Currency Composition of Oiflcial Holdings of Forelgn Exchange, End of Year!
{ilm adlivonr of SIRR:)
1504 1995 Lo0a 1T 199 150 2000 Inal 2043
1.5, dallar

Chasge in Boldings T 73E8] 131,345 N7 RIE 18418 10 S9E 120 398 K7 IR 2R I
Cuuneny change EF 14 TEATS 103369 45172 48 84l EE T4E T B 51 k832 112681
Prve =, Tl =033 17974 42 454 =50 143 18,254 45 Tad 3B 333 =H3 Thh

Veurend value 415269 4RI AlEO6d  FOSEYD TR0 A2 08 S48 G085 O3S TER 1065 6H2

PR Yo - .

Charge in baldings LR 1% 2,685 -3, 197 R T 258 B 308 1221 =120
Oraansity changr 3124 308 B0l —H 3 AER -1.9383 11 054 BA55 =k 160
I'rice chanyx 1883 =307 -5, 338 -3,141 .40 P33 4, T4 ~T AR 104

Tieaa-wnd valoc N30 S 04R Gl 733 35306 9517 6,77 T8 74204 T&1ED

Pound serling

Change in boddings R 3240 T B4 &,182 1,124 6197 LNy TA70 11,058
Cpaansiry change 4,129 3454 3259 4,632 3,741 6,359 P 6885 g 343
Prwce =156 =R LI 1,550 =] AEF =163 =] ATT 485 1216

Vi £l vilut 24,613 il L) I8 D0 41,388 42803 48 708 53,70 £l B 71034

Bwiey frame

Change in haklings 431 210 BEE =33 —i4 24l 145 131 1.6
(haantity champe -1,372 541 ALl i -118 1208 1448 E3 ]
PFrior change 430 75l 230 =10 T4 ok i w8 L 252

Yeur-ene vahar 5 AR b B T.TRO 1745 T80 7933 VATE a8 11018

Ewro

Change in heddings - - - - = HYSEE 35149 14 585 37 iy
Cheanvay chamge: = — - - = 185 00 ) 501 12942 16776
Price change - - - - - =¥ 42 =3 8% = S 2t 136

Teir end valos = - = - = 154 0258 1H2. 174 01 259 8% T4l

Irrussche mark

Change in helddings 11,862 133296 14,050 1298 -11.478 — - - —
Chsantisy chanjge THR] 6ELT 20,159 i1 436 -5 344 = = - =
Poce change 4,7RL 6.4TE =600 L0 4ED BRH& — — - —

Year-enad valse I 4l4 119009 133759 Q45655 IM,176 = = = =

Fresch frame

Change in hobdngs 1.912 1574 =2l =3, 288 224 — - - -
(heantiey charge I.262 PN ] =354 =2 037 1,860 — — -— —
Price change &5 1,307 647 =1 ,35] L - - - -

Tear-end value 15081 30055 1874 15586 I7910 - - — -

Netherlands guilder

Changr in holdings =512 -3 ~350 1138 ~B6F — = = -
Cuanticy change =731 547 -152 1443 708 - - - -
Price change il EE L] -i7a -B5 140 = == = =

Year-end vahie 4070 ATeR 3480 4577 4 00% — - — —

Elsropein cureency usmiy
Clsange i S5 1,845 FHE =3.240 =47 848 - - - -
i =1.035 =1,157 1833 515 4930 - - - -
Prce 1,554 2832 s R 1456 - - — -
Year-end value 57413 SRaTE aDdad 5701 g1 - - - -
Sum of the above!
Change i holdings L5 &SD QRa&R 145 8RR o718 37200 124,850 1al.581 E15.3% B0
iy change 9. TR MR 137E65 7O -15813 11499 134,995 w187 1 B8 463
Price =13.914 2917 B3 15003  -11.28% Tl 14 584 1524 -57 528
Year-end value PRI TERAE]L RA9E1Y LO03eE0] v A0 LI0S T4 1247330 1352711 1463541
Total clficial holdings®
Chasige bn holdings 60730 1219%5F 154391 108ST4 =30765 131430 L&7 AR5 [42,355 135 608
Tear-end value ELLISR B308 LOBEATE LISFD4T 1ed382 LI9FTIS 1485008 1837751 1Fed a6l

Note; Canmponcnts may ot s bo totah becisne of roanding.

The cupacy coipaastion of iwwgs cichange i buocd on: B INMFS furroecy surecy shd o oitsssigon denved sk, bug b walsly, Fom ofbiaal
rutional reports. The number in thin table aharidd be rogarded as meomaten that anc wbisct to sljontment g met infixmation o moeeed. {rastity chango
wie diiwived by muiltiplying the chinge in efficial baldings off cach ufrency Bom the ohd of dnc quaificr i0 the seak by the avenige of the twio SDR, pricei of
that cesrézsy jucvailing ai the correaponding dafel. This prosedurns gomerts the chasge in B quantity of mationa] currency Bvom own unis 60 SDR oot of
sediun, Sobersiging che SR vabee of the quantisy change s deivond $rom s quarserdy change @ the SDR valog of forcigs cxchange held ai the ond of|
T smeesis quarsen and cumualating thess difirnce yickds the cffect of price chango avver the yean dhinim

Tegersents the changs from end- LY haldsgs of curo gy’ cunfincio by official inrutons ostude the curo s

TEach joom poprescni the sum of s currencics abane.

Teludes a senidas] whise curready compeiition sould ool be ascerisined, gn well as hadiings of cerrenccs obher than ithoss dbhosn
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The share of the 1.5 dollar in developmng countries” for-
eign exchange roserves declined o 61 percent in 2002, ar the
of the ewro nois 1o 17 percent of those cosintrics” oreign

reserves, | percentage point higher than its share in
200). Dunng the past decade, the ihare of the Japaneoe ven
has graduaally decreased by about 3 peroentage points, tios
4 percent at the eod of 20032, while the share of potind ster-
H.pghuimuﬂlh]nbmtlpﬂq:uh#puiﬂ:,mﬁmut
The share of the Swiss frane has remabned svirmaally unchanged
af | peroont snce 19497, Un:pﬁﬁndmmmﬁlﬁ:r
11 percent of developing coumrics’ fbreign exchange resenves
i 2002,

INTERMNATIONAL RESERVES

Changes in the SDR value of forcign cxchange reserves
can be decomposed into quantity snd valuation (price)
changes {Table [.3). Official reserves held in 175, dollass
increased by SDR 30 bilkon i 2002, & an nercase of
SDE 113 billion in the quantiny of 1.5, doliar holdings was
offict by & valisathon decline of SDE 83 billson. Euro holdings
increased by SDR 38 billbon, reflecting a quantity inonese of
SDR 17 billion and o valuathos inerease of SDR 21 billion,
Japane=e yen holdings remained unchanged, as a quantity
decline offict 3 valuathon inerease, Pound merling and Saiss
franc hoddimgs increased by SDR 11 billion and SDR 2 bil-
Bon, respeorively, reflecting increascs fm both quantity and
valastion.
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Components may oot sum o tofal bocaose of rounding.

Financial Operations and Transactions

The tables in this appendiz supplement the nformation ghven in Chapter 8 on the IMF's Anancial opsrations and policies.

Tabile I1.1
Arrangemcnis Approved During Financial Years Ended April 30, 1953-20:03
Anpants Committed Undes

Flmarcial Hlnbriﬁmq:-nn {Im milBoms of SDHs)
Year Saandd-By EFF SAF FRGF Testal Setand By EFF SAF PFRGF Total
IRy 2 —- — — 2 &5 - - - i
1754 F —_ — - 2 [ — — - il
1Eg ! - - —_ | &N — - - 4
1545 ] —_ - - 2 &1 - - - 47
187 ¥ —_ - - o 1,1ad - - - 1,183
158 i1 — - — 1 1044 — — - 154
1559 15 - - - 15 1058y - - 1L O5F
15a0 14 — - - 14 Ao4 - - - i
11 18 - - - 1.3 £ = = w= ]
152 F2 | - - - 24 1,633 - - - LIRS
1463 1% - - - 1% 1,531 - - - 1,551
1964 % - - - 1% 2,160 - - - 2,160
s a4 - - - 24 3189 - - - 1159
1 M - - - 24 575 - - - 375
1967 25 - = = a5 &a] = - - s
196% 1 —_ - —_ 32 2552 - - - 1,852
It 24 = -_ — & 41 — - . B4l
1970 23 - —_ —_ 21 2.EB1 - - 1581
1871 18 - - - 18 02 — = = 503
1972 13 — - - 13 214 — - - A4
1973 13 - — — 13 533 = = - A33
1974 15 - - — 15 | 94 - - — 1.5
1978 14 = - — 14 amn - = = 50
1974 18 2 - - a0 1188 184 - - 1472
e 1% 1 = - 20 & BB 18 — = 519
1978 18 — - - 18 1 2E5 — - - 1 B8
19T 14 & = = 18 208 1,093 - . 1 20
1980 24 + — — 18 AT a7 — - L
1931 11 11 - - a1 5,198 5271 - 1o 419
198} 1% 5 - — 14 3,106 7 s - - 11,014
1943 27 ] - — 3l 5 AL BET] - - 14,121
1984 25 b | - - = 4287 wE - — 4,181
1985 4 - = = 24 320K = a= = 3218
15986 18 | - _ R 2,128 BEE - - 1048
1987 b k] - L] = 13 4, 118 = 358 - A A4Th
1988 14 1 15 — 30 102 245 &0 - 3817
1989 2 1 4 ¥ 14 2,954 07 £y w55 4,545
1 1] 3 1 4 26 3349 Pl r 418 11 .58
5] 13 2 2 ] 20 2784 2.2%8 1% 454 5593
1992 il | F | 1 & 20 £ BET 2A4%E k| 743 B A
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Tabide 100 [rameluaded)

FilMaAKMCIAL

CPERATIONS AND TRAMSACTIONS

Amounts Commbmed Undeor Arrangements’

Fiosaci Mumber of Arrangemonts (In millioas of SDRs)
Tear Sqand-By EFF SAF PFRGF Tool Arand-By EFF SAF FRGF Toul
1993 11 a | | 24 1,971 124X & L ird 370
1594 1% F | 7 IR 1,381 e 7 1,170 B.AsT
1995 g 3 - 11 F | 13,055 1,435 - 1,197 L& 587
1994 19 4 | B 22 P45 £.38E 182 1476 19684
1957 11 5 - 12 | 4,183 1,193 - a1 Ll )
198 9 4 — B 11 PR 1073 — 1,738 21152
1950 .5 4 = 1] 9 14,325 Lo 15 - W o R HE
20y ] 4 - L] 15 15,70 6 581 - (1] 13919
2pal 1] L - 14 16 13,093 = 4 =- 1,249 I+.333
20 9 - - 9 I8 M43 - — 1. R4 41,287
i e io ] - ia i Inse7 T = 1,180 57
'-Ill:hnln- sugmeniaionm fow spproved reductions of commemestcd smounis,

Tabke I1.2

Arrangements in Effea at End of Financial Years 1991- 20031

Amounts Committed Tleder Arringements
s of April 30

Financla) MNumber of Arrangements s of Apyil 30 { Iy milliong of S[R)
Year Seand- By EFF SAF MRGF Toral Spand - Ry EFF SAF PRGF Tomal
1991 14 b 12 14 45 3,703 9557 3 1513 14452
199y 1 7 R 1& 83 4833 12189 101 PN 19 303
1993 15 L 4 20 45 4450 B.56% Ra 3,137 15279
15 14 & i k] &7 1,131 504 &0 1718 H428
1995 1% ? | 7 ik 13,190 8440 4 1 S 13,285
14 | 7 1 i L 14963 350 152 X kR3 iTea
1997 14 it = ¥ Gl 374 10, E54 — 4 HH 1750
1998 14 13 - ii 1] 12323 12330 - 4410 45 Do
1999 ¥ iz v i3 Gl &1.747 11401 = 4,186 45,304
2000 16 | = it L1 | 45, A0 b ] - AT 52 930
2001 17 B — aF ol & SG BT = 3198 46,201
200 11 4 . is LY 44,005 7.3 = i M1 BL 3%
2003 15 L - A 4 +1.807 45D - 4450 Gl.6EY
Wemain fipares huor ben reacaed oo anchide cvpered) smangomons
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APFPPENDIX 11

Tabie I1.2

Stand-By and Extended Arrangements in Effcct During Financial Year Ended April 30, 20403

(T mifliowwr af S0H)

Arrangement Dhates Amotimis Agproved Undrawn Balisee
Effrctive Expiration Pricr In At dat of As off

Member dlare dane Fyaoad FYaa3 Apsil 30, 2003
Arpentina /102000 1724,/ 2003 lagar = 7,180 =
Arptniing 1/24,/2003 H./31 /2003 = 2,178 - 1,201
Fiolivia 422003 41/ 1004 - &6 - 4
Bosnis and Hereegoving B2, 2003 L1 /1,/2003 - o - 3
Erazil 2./14,, 20010 W6, 0002 12,144 — 759 —_
Brani 00,2000 13,31 71003 - 22821 15,218
Eolgaria 337 L2000 37 2 T 140 = = 104
Colambis 115,/ 2003 L/14,/2005 - 1544 - L5480
Croaniz 3/719,,2001 5/18,2002 200 - 20 -
Croatia 1/3,/3003 4,7 30 = Fi = 106
Domirica B/ 28 D00 BA27,, 2003 - B — 1
Eciumsdor 2,20,/,2000 4,20, 2004 — 151 - 171
Guasemala 412003 /31,2003 B4 = R4 =
Brralary T/3,/2002 T2/ 1004 = 15 - 75
Lamvia &0, 1001 12,19, 0002 i3 - 33 -
Litbmania &,/20,,2001 3729,2003 BT — o7 —
Msoedonia, FYR &/ 31 2008 15,/ T = FLi] = e 1]
Peru 2/1,7 2002 2,20, 2004 55 — — 155
Rominis 10,31,/ 2001 10152003 L] - = 110
Sevbin and Monecnegm! 6,711,/2001 5/13,/,2002 00 - - =
S Lanka 4,/ 202001 919, 20032 il - - -
Tharkey 2,04,/2002 12,/31,/ 2004 12521 = — 2.3%1
gy #1206 373172006 504 1,534 = TR
Touni for Scand-Dy Arvangrmonss 098 T 7 T T 12014
Colombia L2/ 20/ 1999 12,19, 2002 L.¥57 — 557 -
leahuneus 2,4,/ 2000 12,731 72001 3450 = = [FELRS
Jaaridian 4/ 151999 57312002 IR - - —
Serbus and Muoatersg! 5/14,/2002 5,/13,/2005 - 650 - L
% Lanka 418/ 2003 417 72006 — 144 124
Lrainss B4 1 93,2002 1,920 - 7ar -
Tetal for Extrmded Arvanarments 7543 T4 2084 | iy
Total 51,738 18,391 11,027 1A.620

1 Effecuive Febenary 4, J000, e Pederal Republic of Tepoalnia changed b name ro Sertda and Mosenegro.
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FIHARMCIAL DPERATIONS AND TRANSACTIONS

Tuble 114
Arrangements Under the Poverty Roduction and Growth Facibity in BEffeer During Floandal Year Ended April 30, 2003
(T eviitfir of ST3R)
Arramgement Dates Amaaants Approved Undravn Balasce
Effective Expiration Prior oo At dare of Az o

Memiber dagc date FY2o0a In FY2004 termimation April 30, 2003
Albariia 6,21,/ 2003 6,720, MG — 23 — 20
Asmenis 523 2001 822 0004 o9 - - i
Arcrbarjan 76/ 0] T8,/ 0004 .11 - - 2
Beiant FLLT 00 2302004 7 - — 4
Holives? SIS 199 67 002 101 - ar -
Huriing Faso® 10,19 12,9,/ 20002 a9 - - =
Cambesdia® 10,722 /1999 /28 /2003 a9 — — -
Cameroon 12721 ./ 2000 13,/20,/2003 111 — — 4H
Cape Verde &7 10, 002 &0 IS 9 - - &
Chad® 17 10D 12/6,/2008 45 - - 1]
Congo, Dem. Rop. of 6,12 /2000 &1 1, 2006 - 5ED — 143
Ciste d’lvaire 3/ 101 3,28,/ 2005 3 — — 134
Db 107187 199% 1717 /2004 19 — 5 —
Erhbopis BXL 2001 B2 2004 100 - - i
Gambia, The T8 2002 TA1T 2005 - il - 7
Goorga 1712721041 1112004 108 — — 5
Gileana” 5/3,1999 11,730, 2002 229 — 53 -
Ciumes 5.2 /0001 B/ 2004 2] - - L)
Guinca- Bissan 1215, 0000 12714,/ 2008 14 - - 9
Cuyans #20,72003 /192005 = 55 = 4%
Heoosduray® 3261999 12/3102002 157 - 4 -
Eenya® B4 2000 B/8/2003 190 = = 15a
Kyrgyx Repabdic 12,/6,,2001 LZ/ 5 2006 73 - - 1=
Lao Peoplc™s Dem. Rep 4,25 /2001 4/ 24,/ 200 a1 = = I
Lewathion 3,/9,2001 38,2004 25 = = 11
Madagascarld 312001 11/30,/2004 ™ - - 45
Malaw 12,721,/ 2000 12,520,/ 2003 45 - = k]
Malte Bra71999 B/5,/2003 51 - - L
Mauricamial? 772171999 1272072002 42 - —_ -
Moldina 12,21 ,/2000 12,/20,/2003 1 — - Ha
Mungeha 2,/28,/3000 0 27 S 2004 24 — == 24
Morambiguet! 28 /] 627 F2003 &Y - - 17
Micaragua 12713 ,/2002 12/12/2005 — ko — o
Miger 12,22/ 10H60 12,/21 /2003 50 - - 25
Talisran 12,78,,2001 12,75, 3 0ull L a4 = - (1]
Rwands B/12 /2002 B/11,, 2005 - 4 = . |
%o Tomé and Principe 4,28 /2000 417 /2003 7 — ] -
Remegal 4728 /2003 4,427 /2006 - 24 — 4
Sacrrs Leone W26/ 20010 028 2004 131 - - St
% Lanka 418,003 4717 2006 - Tow - 131
Tapliatan 12,711 /2002 12/10,/2005 - 45 - 57
Tameanea'* 474,/ 2000 6,30,/ 2003 135 — — 15
Uljganda B1352002 912 /2005 — 14 - 12
Wicteien 4,/13,2000 412 /2004 i 1] - — Liéite
Fambig'* 32571999 /18,2003 154 4 _H —_
Taral 4+.201 118D 189 1474

| Expepded from 7 /06,/04, ¥Hecamne inoperative on 118,003,

FExrended from 9/17,5001. oixrended from 3/29/04.

TEurended from 9% 02 ViExpended from &/08, /00

“Extenided from 10,2102, it epended from 720,00,

¥Extended from 1,/56/03. " Exiended foom 6/27 02

#Exvended from 190,17 ,503. VeExtonded from 4,/3 08

TExrended from § 72,700, Vaugenenned by S1K 2445 malon on §,°09,00. Exeendied (Fom

*Exrended froem 3,15 02, 3,324,021,
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APFPEMDIX 11

Tabde I1.5

Summary of Disbursements, Repurchases, and Repayments, Finandal Years Ended April 30, 15482003
(T miliismr o SNEE)

Disharsements Eepurchaso and Bopaymaents Tortal Pand
Fimarscial Trust Fund  SAF  PRGF Tirast Fand ~ SAF/PRGF Credit
Tear Purchases! Taans boamn  Josns Total  Repurchases  eepoymecnts sepayansnts Total | Outstanding?
1948 L —_ - - s —_ - — - 1X5
1999 L% = = = 11% = - - — 1%3
1950 |~ — - - 5 24 - - 4 204
1951 I8 = = = i % = = 1% 176
1982 4t - —_ —_ L] xr - — ar 114
1953 &6 = = = o6 188 - 185 178
1954 241 —_ —_— — 23k 145 — - 145 132
1985 4% —_ — — 40 P —_ — ki 55
1954 E - = - L I = = i e |
1957 1,114 = == - 1,114 5 - - e &l
1958 L] - e — Gl &r — — &7 laa7
L 164 - — - Fo LYy — - LY i both
1960 I st - - - Lo 52 — - 5l EEL
1961 577 —_ — — Srr R — BEY 552
192 1243 - — — 243 1,280 — - 1,260 1023
1968 SED - - - 580 BT - - L 1.05%
1504 26 —_ —_ —_ L-r] 80 —_ — =0 P52
1% 1857 - — = 1 897 -1 I = = BL7 1 480
1.0 LHI7 - — - 2 HLF A0 = = A0y 3039
1967 I0al —_ - - 1,041 340 - - 40 2945
L 1,348 —_ —_— —_ 1. 348 (AL — -— L1016 1468
19a0 1H _— - —_ RS I,542 - - i B3 1300
1970 104 —_ = = X950 L7 = — 1571 #0260
1971 b167 — 2 — 1.ba7 ¥ T = — 667 FL
1972 1028 —-_ -_ —_ I0IR 3112 - - 5123 40
197a 1,178 = — = 1LI7E Sadr = = B4 R
L9774 1,058 = = B 1,058 Gra = 3 67 1G85
1975 5,102 — - — 5102 518 - - 518 {840
1976 6,591 — - — 6591 960 - - 60 9,760
177 4910 2 = — 443 His = = Hag 15887
1978 3,503 2 — = 2771 4,485 —= - 4450 B2,
1y 17 6570 — —_ 4,390 4 859 — — 4 854 9R41
1%ED 1 4%3 62 - - X395 3776 - - TG L
1981 & 800 1,060 == = % ] 1883 = = 1 R53 12,536
ima 8,041 — - — &l 2010 - - 2,010 i7.793
1583 113%2 — = — 11392 1 18 = 1574 26,563
1984 11518 -_ — = 11.EIB 1018 11 — 119 34003
1985 B289 — — = a2 2,730 212 - 1944 arar
1986 4,100 —_ — — 4,101 4,289 12 — 4,701 IS HTT
1587 3685 - 139 — A R14 i, 16 are = th, 749 35445
1988 4,153 - 445 =  A5% 7935 528 - LELE] 29,543
1y 2541 —_ 90 o4 3095 6,258 7 — 6,705 15,520
15 4503 —-_ 419 H0IE 5,319 i T L5 —_ th, B8 14,358
1941 6958 -_— 4 421 T5a0 £ 440 168 — 8,608 25 803
192 5304 - 135 LLE 5918 4768 - | 4770 14738
1993 BA465 - a0 573 P A58 4083 —_ ] 4,119 15 46
1994 5A1E - 50 Gl 5987 4348 52 1§ 4513 19 BEg
135 10815 — 14 573 LTS 1984 1 244 4,231 ELE Er
176 1hETo — 182 1295 13,447 e il i Er 7100 &0
17 4039 - — VOS5 5044 568 - 514 AR 40458
1548 T K - — Lo B i L] 3789 1 BQ& 4,585 Banda
1t 071 - — RIS Mg 10465 - 627 11,02 67,175
FE L 8377 —_ —_ 512 R 11,993 — 634 23,627 50,370
20HK 959 = - 630 10E2e 11,2453 - SRR 11,831 5,051
003 194 = = S8 300148 15207 = TE 19974 L1 ¥
2EHRE £1.784 = — 1218 I3 T4 e b7 L el Ti BT

includes peserve ranche pusthuncy
TExclades reisrvn Eranche praichascs; indhislor obianding insociaecd kaans from the Saedi Funid o Diovelopoicni
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Table I1.6

FIMNAMCIAL OPERATIOMS AMD TRAMSACTIOMNS

Perchases and Loans from the IMF; Financial Year Ended April 30, 2003

{1 mawiifion o SIAR

Member

Alghanivan
Albanis

Angentins
Armenia
Bemin
Bolivia

|
a2l |l ] ¥ =l

I
=l
SELEUED VR HErer B reng
T S R [ 1 (R [ 14 1 1 |
T R E T T I |
u;rEhEHuEm-E:ﬁl

NEEN

NEEN

11133 1 1wl
|

| =
|

14

[0 0
P

FidEd

|
—
ok

|
4
R R

g|

IEIIIIII]III1II1

=

L=
=

T Tl T Y
T
L
0 ] ] B R
R
ta
|
= -]

- . 133
102 S6ad 1451 10,5464 21,784 1,218

TEfrcorve Pebruary 4, D00, che Podorsd Republic of Yugealava chanped ity mame to Serbia and Montenogno
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AFPPENDIXN 11

Table 10.7
Bepurchases and Ropayments to the IMF, Financial Year Ended April 30, 2003
(e illiaws o S8

SAF/TRGF and Total

Spand- By Exrernded Tousl Trust Fuanad Heparchases

Member Credit Tranche  Pund Facility Othen'  Repurchases  Repaymenis and Repayments
Albania E — — k] -] 10
Mpera - 188 B4 i = b d
Argeenina 7Rl 44 —_ 1215 —_ 1215
Amnonia -— — ] ] L] 14
Arcrbaijan - a 38 + & 50
Rangdadesh &l - - &l 14 T
Betarn - - 23 23 —_ k]
Henin —_ - - - 13 12
Baslivia = — = i 2l 21
Bewnis and Hersegenas 25 = = = 28
Heard Ta - - ] —_ Lpr |
Balgana Ii4 4 %= 137 —_ 137
Barkina Faso Lo = = — 12 12
Huarundi —_ - —_ - ] F
Cambsxdia -— - | I i ¥
Camenoos - - - - a 3
Chad - - - - 5 5
Congo, Dem. Rep. of 127 8 23 157 143 300
Congs, Repablic of 4 - - 4 -] &
Clae d'voire -— = — — o7 [
Cpoatia — 24 L] R4 —_ B4
Diboati 3 — — 3 - 2
Daminican Republic I —_ —_ 10 — 10
Figuasnsial Giunes — — - - I
Eatures - - ] L —_ 9
Ethicpia — — — — 12 12
Lighon - 18 - 1a = 1o
Licorgla - - 2 9 19 9
Cihana e ~ = — 11 11
Ciimes-Blnau I = - I 1 2
Guyama —_ —_ -_ —_ 13 13
Haiti 5 = - K -] 11
Honduria FL —_ - 4 & 30
Insdomsrsia 1559 1na e 1478 — 1&67%
Jusnuies 4 — 4 - 14
Joedan - 54 17 71 — 71
Yooy =t = o - 4 14
Kyrgye Republic - - 1 i 14 11
Lao People®s Dem. Rep. = = = B i
Latvia - - 8 L] - 8
Lescaba = = = = 2 |
Lithuamis —_ i ¥ L] -_ L]
Macodonia, FYR < = L i ) w
Madagaicar - — — - 4 4
Mslawi E - = = & b
Ml = = - - 20 10
Mlauritanis o — — i3 13
Moddova — L] H 14 - 14
Mesnpgedis - - - [ [
Marambigue = - — — §: [
Micpal - - - a 3
Nicaragay - = = = 4 4
Higer = = =t 3 5
[*akictzn 1% 30 1T 15 40 ity
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FINARNCIAL OQPERATIONS AND TRAMSACTIONS

Table IL7 feenciuded

SAF/TRGF and Tavial
Stamd-Hy Extemaded Total Trast Fand Hepurchases
Member Credit Tranche  Fund Facility — Ohhersd  Reparchases Repaymcit and Fepayments
Panama .- £ —_ 4 - 4
Peru — 134 —_ 134 - 134
H1.i.l.'|-|pq1n 53 132 — ARS — aus
Blaviv sk 28 — 31 el - el
Russizn Fedeorarion 177 T4h 259 1.2E]1 — 1,281
Bacanda 2 - - : | - |
Sencgal — — — — 4 4
Sierra Loonc — — —_ - 24 24
Srl lanka = - - —_ A4 24
Sit. Kires and SNevis (| - — 1 - 1
Sudan 7 15 1 ) — Z1
Tajikiszan i — — X 25 a2
Tanzania - - —- - 17 17
Thailard w13 — — @13 —_ @3
Togo = — == = & &
Turkey 174 — - 174 - ("
Ugandy - - - = 52 . |
Ukraime B 20 B3 (R} —_ [0}
Unagnay 57 = == 57 = 57
Lebekistan — -— 17 17 — 17
Victiam - - 4 L] 4H -
Yemen, Bepubls of 2 2 = 4 = 4
Fambaa - — - = 1&% ]
Limbatrae _ I —_ 1 1 z
Total 4,776 2,008 1000 7784 928 £712
Neschuben Conmpenasory sl Canstingeney Finsncing Fadlite and Sviemic Tram&Gemsion Falin
ANKUAL REPORT 2003 Tow
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APPEMDIE 1]

Table 118
Otstanding IMF Credit by Facilizy and Policy, Finandal Years Ended April 30, 15905-2003
{m wwailiewms o SIS and percsaid af reral)

19495 1996 1997 1954 1990 000 ool 20402 2oo3
Miafism af S0
Sund- By Armengemsemis” 15117 20,700 L& e 16 514 25313 I AL 17,100 18,611 34241
Extonded Ammangemoni 10155 SRE2 11,155 12,521 16,574 1t ROK 16 108 15,53%8 14981
Sapplenienisl Rescrve Facility - = - 7100 12,555 = 4,085 5475 15,7040
Financmp Fazilicr anzl 1502 I E ] IR45 2022 1,991 745 413
Srvemi Tranformaton Facliy 3,848 3984 A0E4 i8e 3364 2,718 133 1ALl i)
Subtotal (GRA) An140 36,268 34,539 49700 o651 43,9468 41,219 52,081 G597E
SAF Ammangersest L7 1,208 LT Fa0 5645 &5 #32 341 137
PRGE Arramgensenn? 53018 L] 4904 5505 5RO S.RET 5 95] o, 185 4,670
Tt Furd 102 45 i H 0 ) £ B9 &0
Tuotal 35,837 42,040 40,482 58016 &7.175 0,370 48,871 BH690 TLAETY
Prresar of reral
Saard- By Armingemenes? 41 45 i Lt 43 &5 L L) 47
Extended Arrangements b1} 24 k.3 i1 5 i3 i3 14 21
Sugplemental Reserve Facility - - - 13 s = 9 10 n
Compensatory and Contingency
Fenancing Facility i 4 3 1 4 L L | 1
Symembs Transformation Facilisy 10 W 10 s 5 -] & 3 1
Subaoral (GHRAY &7 B . & &o ko a7 B7 &R o1
SAF Armangemenis 3 & 1 | 1 i 1 | —
PRGF Arranpement® 2 11 i2 10 9 12 12 11 9
Trust Fund =t b — =¥ e — il el i
Toml i 1] 100 10 100 104 i) L] 1040 fLi]

Minchudey entatending codin tranche snd essenpency punchases,
Mncludes oumsnding ssencisped oo froes e Ssidi Fund for Developme.
o ghan ¥ of 1 percent of oeal.

1o ANNUAL REPORT 2003
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Tabde 1.9

FINAMNCIAL OPERATIONS AMD

Summary of Bilsteral Contributions to the PRGF and PRGFE-HIPC Trasts

(1 alinams af SEHRLG wot " Apral 30, J003)

TRAMSACTIOMNS

PRGE Truase PRGE-HIPC Treusa
Sabsidy contributkons Subsidies and HIPC grant
Say neded "1 Laan commitménts? contributions =i aeaded™!
Total 3,490.2 15,722.7 1,561.6
Major indusrris] ooamcries 23040 12 8648 HEH.E
Canada 4.3 FO0L0 488
Framec 4744 200 #2.2
GRermany 197 27500 1373
Tnady 167.8 1, 38000 .6
Tapan 733.1 51342 1441
Ulnieed Kingdom ARE G - 22
Ulnicesd Seases 2.7 - 1318
Otheer advamced countrics SB0.8 3, 451.8 To0.7
Auistzalia 14.8 = 248
Anisrsia [ ] — 14.5
Belgimm 1208 3300 5.3
DPeamark 45 5 1000 185
Finkand 421 - L]
L LN — &3
lTeciand 4.0 - o%
Trelamd El —_ L
Israel — — LA
Kawea Lk ] i 155
Lumembosrg. 14.1 = a7z
Mecherlamds 1416 A50.0 454
New Lealind - - 1.7
Moreay 455 180.0 18.5
Prwtugal 53 - .6
San Marnirsy - — s
Simgapnre A7 — 1&4.5
Spaiii 283 7044 133
Sweden 184 3 — 153
Switzerland 1025 &a1.7 370
Fucl-cxporting countrics e 49,5 w3.1
Algeris - - £E
Brumei Dangsaalarn - — @l
Ciabiory® — - 15
fram, Islemic Republic of 0 a r e
Furwait - — xl
Liba - —_ 7.3
Migeria — - 129
Ckenan - — ng
atar — —_ 5
Sanaddi Arabia 181 49 5 E18
Umiired Arab Enuiraces —_ _ 1%
thar developing counirics 184.9 355.6 221.1
Argentinat 351 - 162
Bangladesh (L] —_ i.7
Barbadow — - b4
Bkie - - LU
Boreacans | —_ BT
Frarnl - — I15.0
Cambsonkis - - 0.0
Chile &0 —_ 44
Chiina 149 SO0 AN 197
Colomba - —_ ny
Ciypius - 1LE
Egpt 13.3 15546 1.3
Gzhena _ —_ [1 13
Inudas 153 - i)
[ndionesia (. | — 52
farmaica - - « By
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ABPFEMDIZ 11

Table IL9 {concluded )

FEGF Trass PFRGE-HIPC Trast
Sabsidy contributions Subakdscn and HIMC grant
e Lavan cosmmmitmsents® contribations “as necded™"

Maknsia 460 — 12.7
Malea 2.1 - 1.1
LR T - = (i}
Mexioo — - 545
Macroaesia, F. 5. — - LG
Mormcoo er = L&
Pakistar 4.0 - 14
Parmpuay = = 0.l
Mera - - 15
Philipspines — — [
Samoa — — {L{H=
South Adrica — - 8.8
%ri Lanks — - LT3
S&. Luscia —_ - 0.1
Se. Vinceet snd the Grensdines - = a1
Swazilend - - .01
Thailand 173 — 4.5
“Taniais 1.8 — 1.5
Turkey 116 — -
Linaguay 1.6 == .
VeEriain = = 04
Counretes la transtdon 154 —_— 429
Crostia - - 0.4
Crech Republie 134 - 4.1
FEaboeu - = 05
Hungary _— — .0
Latvia - - Lo
Parlarid - = 120
Rassan Federition — — 4.6
Shovad, Repubilic - - 4.0
Shovenis - — 0.4

contributons to che FRGE-

Trast ("as meeded ™ )" 24.1
Bakiraim — - 0.9
Dosminscan Repabls: - - 0.5
Fi e — a1
Caremada - - ol
Lebarson — —_ 0.4
Maldoes — — 0.1
Weienieli - - 0.4
Tonga — — 0.0z
Trinidad and Tobaga - —_ L6
Wamiwami e= == 0.1

The cakulagions are bancd on actuall dorost reios through cosd-June 2002 and s asomed SDE intcrest race of § pereosd per asemm thercafier
‘Exchades o loam commimmena from the QPFEC Pund G Inscracional Devebopenene of U530 millon (oquivalenn e S0ER 5T million).
FThe 1erm i needed ™ refers 10 the mominal s ommed sam of the peojened delivery of HIPC sssstance plan the proflle of projecoed. subsidy necds

amocinied with FRGF lending during 2002-05.

A eairibuiies b the TROF-HIPL Trust inckades o posdeng halasce of SR 19 milbon “a needed ™
*Cemanitnition o the FRGE-HIPC Trus inclsdes 2 penang balande of ST 64 million “as needed ™

*Lew than STHR 5000,
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Table 11,10

FINANCIAL DQFERATIONS AND TRANSACTIOMS

Haoldings of 5DR: by All Partcipants and by Groups of Countries a3 Percentage of Thelr Cusnulative Allocations of
S5DRs, ar End of Financial Years Ended April 30, 1994-2003

Monindustrial Conmtrio®
Met debtor sountree
All Industrial All nengndustrial Met credivor Al met debior Heavily tndebicd
Pasticipans! Comntrie’ O T COUTTeE oowEntTie [T T S T
1994 T e 6.2 11135 7.7 125
1965 b 105.1 il 4 38 498 14.1
1994 LR laz.4 679 rr L] & 174
1997 872 R LU 3.4 47 17.3
1994 950 107.8 ] 237 Sl 4.1
199 Hid LT 515 i70.7 X 343
il Ll B4t 5.0 dl.b 174.1 &6 0.6
21 Hia Lal.a b A2 #4.5 124
il ik 915 1075 e ura .7 140
i ik S50 Lo+ 7.0 1787 T 171

W germanty el member coumiries & participands b the SR Depastment. At the end of FYJ003, of the kortad S0 allcested to parsicipants in the
SR Doparemaent (SDR 214 billion ), SDE 1.5 billioh wa not bcld by participants, bt insncad by the IMF amad proscribed holders
I on PES claasficason (Entormsnons] Moncoary Paed, Tssermasiena) Fruanoad e, vanous vean|
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APPENDIX

il

Table 1111
Kew IMF Razes, Finaneisl Year Ended Apal 30, 2003
{In pereent)
SR, Iaterest Rate SR Intereit Hate

Period anad Rare Basic Rare Period and Unadjusted Race Basic Rare
B jminning of Romuneration! ol Charge! Beginning of Remumoration! of Chargel
200z
My | 2.2 23 Muwvesmiber 4 2.10 259
May 6 130 24 Bwember 11 1.98 148
May 13 130 1E4 Movember 18 1.9% 146
May 20 2.33 2.8 November 25 197 243
May 37 e | 2 ug

Decemnber 2 198 142
Junc 3 232 1.87 Deadmbsxr 9 1.%2 137
June 10 223 2,87 December 16 152 2.37
Juse 17 131 2ES December 23 194 2.4
Tune 24 ix 187 Dhecernber 30 191 1E6
Tuly 1§ 230 284 M3
July & 213 28R Fenimary & 191 136
Fuly 15 .28 2.82 Janzary 13 1.90 1.5
Ruly 22 2.3 283 lsnizary 241 159 .33
July X9 235 178 Jenisary 27 1.28 132
Auguat § 121 .74 Febmary 3 1.E6 .30
Musguat [ 2 2.1 273 Febraary 10 1.84 .27
Ausguse 19 121 273 Febsrusry 17 1% 238
Ausgust 1 123 275 Febraary 24 1.81 124
Sepermiber 2 228 27 Marhi 3 1L.75 by
Seprember ¥ 223 274 March L0 1.73 204
Erptember 16 .24 177 March 17 1.7 117
September 23 322 .74 March 24 L75 206
Seprember 30 e [ T March 21 1.74 115
Ocilscr 7 2.1% .70 Apad 7 1.73 212
Oloralser 14 118 1em Apail 14 1.74 115
Oomwober 21 223 .75 April 21 LI7 . L
Octaber 28 130 2,72 Apnl 28 L.75 Lla

Elimaier the FYDMI deciion om bunden shasng, the rite of rermumserstion wa, idfuned dosmward usd (be pare of charge was sifpusted sgweard po shane
ghc buiden af protectzng the IMTF s Bheonss frnm cacrdes :bup-nuiﬂ'mﬂrm‘-b;tulhc [MIF s precautinnary halinccs, The amdeanis gescrated from
Emerden sharing in FY2003 are rofundable when onordus changes ane paid and when overdue oliligaton oo 16 be 3 proddeme. The banic rte of <hage pre-
semied i the efecoiv rate following the reerosceive reshuction thas wa
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Tabde IT.12

FIRAMCIAL

OPERATIONSE AND TRANSACTIONS

Members Thar Have Acceped the Ofvligations of Aricle VI, Scctions 2, 3, anad 4, of the Articles of Agreement

Effective Dare Effective Date
Memsber of Acceptance Member of Acceplanoe
Algenia Seprember 15, 1997 Gianes: Baaan |anwary 1, 19897
Mnbigras and Rarbuada MNovembor 22, 1983 Cuayana December 27, 1966
Argentina May 14, 1968 Hasti Deoembeer 22, 1953
Armeits Moy 20, 1597 Hoenluran fudy 1, 1950
Australia Fuly 1, 1965 Hungary Janvary 1, 19856
Kustra Augusi 1, 1962 Iceland Seprember 19, 1983
Bahaimas, The Decensber 5, 1973 Iislia Angms M, 1994
Hahsain March 320, 1973 Irsdraneu May 7, 1988
Rangladesh April 11, 1994 Erelamd Febwuary 15, 1%a]
Rarbados MNovembor 3, 1993 Isracl Sopiember 21, 1993
Belarun Movembeor 5, 2000 Italy Febnaary 15, 19461
Belgium Febrizary 15, 196] famaica Febaraary 23, 1983
Belize June 14, 19858 s Apal 1, 19084
Benim Fums 1, 19995 Jordan Febroary 2, 1995
Rodivia Tane 5, 1967 Karakbaian July 16, 1996
Botswasia Movember 17, 1995 Kenys Junc 30, 1994
Bramd November 30, [999 ik Apgusr 12 1986
Branci Dharusadam October 10, 1995 Eorea Movember 1, 1988
Hialgadra Seplemiber 24, 1998 Eeaik Apnd 5, 1983
Hurisng Faso T 1, 19996 Kyrgye Republic March 29 1995
Cambaoulia Japanry 1, JMLE [arvia Jume 10, 1594
Camonton Tane 1, 196 Lethanon Juby I, 1993
Camada March 25, 1953 Lencthio March 5, 1997
Cerromal Adrican Repuabis Jane 1, 1996 [ TLATS T May 3, 194
Chasd [upae 1, 1996 Liembourg Febeuary 15, 1961
Chile laly 27, 1977 Macedonia, FYR Fume 19, 1998
Chirsa Ipecember 1, 1996 Madagincar Scptember 18, 1994
Comoros Jana 1, 1904 Malawi Diecember 7, 1998
Camgn, Democrat Repabebic of February 10, 2003 Malaywis Movember 11, 1968
Caongi, Repuablic of lane I, 1996 Ml [uime 1, 190G
Costa Rica February 1, 19465 Msha movember 30, 1994
Cdste o lvcsine lane 1, 1996 Marshall Islarsds. May 21, 1992
Croacis My 29, 1995 Mauntra July 19, 1999
Cypanas fanuary 9. 1991 Slmirisua Lepacmber 29, 1993
Crech Raepubdic Oiceodber 1, 1995 Mexico Movember 11, 1946
Dienmmark Mlay I, 1967 Micromenia, Frderabed Szates of Jume 24, 1992
Db Scpecmber 19, 1980 Moddena lums 30, 1995
Diosmimica Dlecember 13, 1970 Mongolis Februsey 1, 195946
Dosmimican Ropublic Aupua 1, 1953 Morocos Jamuary X1, 1993
Esaidor Aaguas 31, 1970 Mamikia Scptember 10, 1996
El Sabvadior Mewember &, 1946 MNepad May 30, 1594 -
Equaroeial Guinea June 1, 1994 Netherlands February 18, 1961
Estcania Augusg 15, 1594 New Fealand Angust §, 1982
Fij Auaguas 4, 1971 MNicarugua Tuby 20, 1964
Firsliisd Seprember 25, 1979 Miger Tasie 1, 19904
Framce Febwosry 15, 1961 Morway My 11, 1967
ks June 1, 1996 Oirman Tume 19, 1974
Liamlma, The January 20, 1983 "slastan Tuly 1, 1994
g December M, 1996 Palans Diecember 16, 197
Gerrmary Felwaary 15, 1961 Tanama November 2o, 196
(shany Febroary 21, 1994 Paguia MNew Guinea Deoember 4, 1975
Gircoce July 7, 1992 TMeragamay Augast 1T, 1594
Uaresada lanuary 24, 19904 Pemu Fobruary 15, 1961
Uruiemuals January 27, 1947 Philippines Sepeember 8, 1995
Ui Nenember 17, 1995 Podansd Jane 1, 1995
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Tabéc 1112 fromciuded)

Effective Dabe Effective Dabe
Member af Accoptance Member af Acceptancs
Pomagal Sepiember 12, 1988 Swirperhand May 29, 1992
Chatar Jume 4, 1973 Tanzansa Tuly 15, 1994
Rowmania March 25, 1958 Thaalassl May 4, 1990
Rusnian Federazion Jume 1, 1950 Timor-Leee July 23, 2063
Bamds December 10, 1998 Toga Jume 1, 1958
St Kitiy amd Mev December 3, 1984 Tooga March 22, 1991
5t Lucia May 30, 1980 Trinidsd and Tobspo Diccember 13, 1993
L1 Viencend aned ehe Ceeialsies August 24, 198] Tiifriag [ammsry &, 1993
o Ohctober 6, 1994 Turkey Murch 22, 1995
Sam Marino Scptember 23, 1992 Llgamida April 5, 1994
Saadi Arabua March 22, 1946] Ukrane Sepiember 24, 1996
Sencgal Jume 1, 1996 Unieed Araly Emicstes Februaey 13, 1974
Serbsls and Mosmenegro! My 15, D02 Ulniged Kimgdom February 15, 1961
Soychelles fassary 3, 1978 Unigedd Stabes Decembor 10, 1946
Sicrra Loons December 14, 1995 Llru gy May 2, 1920
Singapore Movember 9, 1968 W anriats Decensber 1, 1982
Shovak Republic Diciober 1, 1995 Veneruela Tuby I, 1978
Shwvrnia Sepiember 1, 1595 Yomen, Republc of Decembor 10, 1566
Sploamon Tndancs Fuly 24, 197 Lambea Apal 19, 2002
South Afrcs Seprember 15, 1973 Fambhalkrs February 5, 1995
Sepain fuly 15, 1986
S0 Lamka March 15, 1994
Suriname Tune 2%, 1978
Laealas Decenber 11, 1989
Sweden Febrwary 15, 1961

1 Efeceve Felbwuuny 4, 23003, the Pederal Rrpablic of Yugoslavis changed s name 1o Serbia and Mesnenegeo.
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Tabk: 1113

TRAMSACTIONS

D¢ Facto Exchange Rite Arrangements and Anchor of Monetary Polboy as of April 20, 20403

Classification of De Faco Exchange Rare Regimes

Thin stamification nyatem i based on memben” acrual, de facen

o crawling peg and exchanpe rate bands
irawling pegs, Lnuﬂuf;:ﬂtbu:lthﬂi:dnunlt:dmt:ﬂ
rate the

oy, inchades @ category 1o distimgaish the cachange
arrangements of those countnes thar have no separste legsl render,
The wywbem presonts members” exchange rte regimeos againas
aleernative msnctasy palicy frameworks with the intestion of wing
Iulhn'nﬁhu & wary off prindding grester cransparency in the
clasification schome end to losorane thar different fiorms of exchange
b consistent with similar monctary fremosorks.

mmmﬂmm

Hychange Rate Regimes

Encbange Arrasgarmenry with No Separane Lonad Trnaler

The currency of arother country circulstes i the sole legal render

{foemad dellarization]), or the member belongs 1o 2 menctary or

cusreney umion in which the ame kgl tender b thared by the

members of the nedos. Adopang such regimes b o formn off
indepeniden

mmmnm gomtrol over
mﬁﬁ:‘r

Crrrrmey Baird Arvangrmoats

A monaary reglme based on an eapbar legalsiwe commament o

exchang: dometic currency for a specificd forcign camrensy at a fived
combined with nentriction the 1]

i i of ies legal nhﬁuﬂ-;ﬂm‘rhumhphw

enonotiry policy;
flexibilicy may sisll be affocded, depeoiling on bow' sirice the nales of
il Boials src,

Ceber Comvestional Flerd Pea Arvangenirats

‘The comnery {foemally o de facon) pegs io oarrency o1 o fved rage o
ansther cumency or @ baker of curroncees, wiwre the basker i formed
from the currencie ol major ar fimansial partnen and weight
rﬂaﬂﬁpﬂyﬂuﬂﬂmhﬂdﬂnﬂ'uﬂ,uﬂﬂmﬂp&ﬂm.
The currency commposives can also: be sandardived, such as those of
the SR, There i no commitmont o koop the panty imovocabily, The
:Wnﬂmﬂhﬂm%ﬂ;mwﬂhlwa
peeroen aronnd a certral e or the mavimam end minimum valoe of
the exchange rite may remain within a narrow mangin of 2 poroent for
at beast thres mantha. The monctary suthensy stands ready 1o kecp
ehe fived parity through direct istervesnion (i.e., v sale Sparchase of
ﬁ@:nﬂwhhmﬁt]mhﬂmhuﬁmu.;.,m
appressne wic of inkorest rate policy, imposition in exchange
regulasina of exendise of morsl iussion that constralm foneign
exchamge sctivity, or theough imervention by other pobdic
iretitutiona b Flexibality of monctary policy, shough Bmited,, s greator
ﬂmnhﬂ#mﬁ:mwﬁhﬁwﬂhnﬁn:humm
still possible, and the sonerary sehosiny can adjuse the level of the
exchamnge mie, although relatvely imfroquenthy.

Peaard Eich R itbin Hari ! Rand

The valee of the ¢arneacy B masntaimed within cortain mangni of
Mooneerion of sr least ol percent aponsd & formal or o de fsceo fived
cemiral rate. It also includes the arrangement of the counmes in the
MWM[EKMJHE : Monctan Svatem
[EMS]), which was replaced with the ERM I om Jenuary 15 19990,

There i3 5 limited degeee of monstasy policy d s, with thic
Crawiing Foar

The currency i adjusted periccically im small amamants at a fixed rate
mhmﬁm:hﬁnquﬂummmu
past imfluteon differesnials vis-d-vie major eedieg porrnens, diffenenmals
botwoen the targee imflation and expected enflason in major mrading
pastriers, and a0 forth, The ratc of crawd can be st to gencrate
mnilarie-adjusced changes in the corrency {backwand booking), o ser
at a proannosnond fived mie and for below the progeoned Enflacon
differential [ forwand kooking ). Maindaining 4 crodible crawling pog
Emposcs constraints on moncrary policy (B 4 Emilar psasner a3 fied-
LR VMM

Exchange Riates within Crawling Rands

The currency i maingaaned withén cortasn fucnaation mangins of at
lewiz u] percent mound a eenrral pie, wihach b sdfsscd peneically =1
i fined rage o i resposse 1o changes in selecive quantiteive
indicaton. The degroe of fleabiliny of the eochange raoe & @ fumction
of the width af the hand, wab bands chosen to be cither nmmetric
mround 4 crawling ceneral pariny of o wisden gradually wich an
myymmetric cholce of the criwd of upper and kower bands (in the lsmer
cant, there may mot be a preannouncod coneral moc ). The
commElEenl bo maintan the exchanpe rate within the band donitlins
L0 HTPOME. CONGIFENDS On meosctary pobicy, with the degree of podscy
independence boing a furction of the band width.

Mawagrd Floating witic Ny Predesermingd Fath for ty Excloangs Rate

The monctary ausharity mflucnes exchange Ric msmcmeni through
scrive interventicn o counter the long-serm rrend of the exchange
rire without specifying a predetormined exchamge race path or

i it m.mkmhﬂw rate target. Inclicators for
mm:rmmhaﬂhqum-—-:; balence of paymsnts
pessitenim, internatoal reserves, paralbz] marker develsprsen-—and
Mmhmrmhmm Inbervention may be dinect or
imdirece. A dminczion & made between “mghtly managed fleating™—
whery intervention tskes the foem of very dght monizosieg thar
proscralhy nonadis in @ stabde exchange rae without having, a chear
exchamge rate path, with the alm of iing suthortes &n ctra
degree of ity in decideng the oo 1o scheeve 4 doilsed pagky—
and “other managed Bosmng,” where the exchange rute s influenced
in & mare ad hoe fuhion,

Indrpendeniy Flaaring

The enchangs rare n marker determned, with asy Sosagn eachange
intervention aimed ot moderuting che rate of change snd prevenring
usndeic (loctuations in the exchenge rate, ratheor than at evtabisbiing a0
level for 1. In these reginses, manetary policy i, in principle,
independent of enchange rare paolicy

Monetary Policy Frameworks

The cechangs rate regime is proseatcd againt altermative monotary
jralicy Framscwards i onder o present the role of ehe cxchange rate in
inconsistensy i the monctany—oxchenge rate policy mix.
Exclumge Rate Awshar

The manetary asthony stands ready o by /el forcign cachange st
gven guoded ruces 1o maissin s exchange re o s presnncusced
level o range; the cachange ete serves as the pominal anchor or
ingermedzate target of manctary palicy. This fbipe of egime coven
exchange rare regimes with no sepasane legal sendier; ClAc: Bred pegs
with and without bands; amd crawling pegs with and withowt bands,
where the nabe of crawl i st in 2 forsend looking manner.

Menptary Agergars Ansber

Thse mesierary auhoshy et (B iAEFUSAEnsy [0 acbusve § TArgel

growth rae for @ monetary aggregate, wich @ reserve mosey, M,
ared M2, and the argeted w: bacmen the nomimal I.I'ld'll:l'ﬂll'
pubicy.

m:q"um:lnt’ y
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Table 1113 {eomtimmed }

Imflarion - Targriing Framswark

This emvmbves the public announcement of medum term nunserncal
targeta for inflation with an inatitutionsl commitment by ghe
ncinds incrrasod communication with the pabilic ansd the markees
about the pland snd abjecthoes of policysnakers and

Fand-Supparted ar Cfer Manctory Program

This isvabocs mplementation of monetany and exchange rate policie
within the condinss of 3 Framsewodl thas evisbEnafes oo lor
liscreases i rescrve Foney throisgh centrl bank operationi, indicative
targets for reserve money nsay be appended 1o this symem.

Ol

froe the apnouneed inflaton argst, with
the inilatzan forecast acting (implicaly o explicaly | as the The ceninry has no expliciely stated nominsl anchir bt raiher
imermcdisie target of moocmry policy. rrsE o varioun indicagion m corluscting mamnsary palicy, o thert i
ek Pelevane isdforen ston avadabde for the coantry,
Moactary Policy Framework!
IMF-
Rate Reglme Monetary Inflation- or ather
{mumber of AEgregale rargelitg EEnElary
OOENETES | Exchange ratc amchor ERrget framswork Program Crther
Exchange Ampther Fura arva’
arrangemmenis currraiy i — N L Muisdria
with mo separare  degal trmaer  BOCIR WAENMEF CAEMC B lygiisem
legal fender (41  Ecusslor Antigas and - Baenin® Canicroon’ Finksml
El Salvadar® Tarbands Baurking Fass  Ceneral Afican Frame
Einbati Dominkca® Ciae d Troice™ Grermany
Marshall Cirerada Ciainea- By * Lareis
lakanads Se Kims and  Mah® Comgo, Rep.of lrelamad
M ; Rt iner" E l I
Fanama 51 Vineemt  Togo trabon Metherlanids
San Maniso and the Pratugal
Timos Leaze Geenadine Spain
Cuarrency board Basnia and Horeegovina®
arrangements (T} Branei t:uu-dn
Chana—Haong Kong, SAR
Eszumia
Lighuania
Uhker cogiverboail  Agadain 8 gl curreacy (A7) Agalan a sempanite (V) P
fized pog Amiba Botwwana®
srranpements (42) Habama, Thet Fep
Baherain Laovia
Bangladoh Libya
Bartwados hLIn.
Helire Moo
Busan Semod
Cape Verde* Seychelles
China Vansau
Casmoios”
Eritra
Ciainea™
Jondan *&
Kaiweist®
Lebanon®
Lesatha®
Macedoens, FYR®
hlalsysis
Mlaldives®
Marmibsa
Metherlands Anaifies
Chman
Chatar
Sands Arshis
Sumnarmch &
e
Tuarkmenstan®
Ulormipe®
United Araly Envirages
Veneyuela
Fimnbabrae®
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Table 1113 [conbimpmed)

Monceary Policy Pessework!
Exchange supported
Rate Kegime Monctary Inilagicn- or other
{ musnker af AEEreEgule Targeting TRCTELLy
EOWNEries | Exchange raix anchaor EATREEE framewark program Oithaer
Pegged cachange Within a conptratize
rates witlim T A Cirkser bl Sepfan® Hurgaryl
hinsrizomial ERM IT (1) /)
Banads {50 Denimack
Flungary?
Sudim®
Tonga
Crawling pegs (5) Bpleris Turnus
Ciosra Rica®
Micarsgua®
Solomon, [dards®
Tunisia
E"h.n!r rafes Beclaris Sherrrpa1® Furac]®f
within crawlEig Henudusas
bands {B)* Tsraedt
Baomamia®
Skwenial
Managed foating Cambagdia® Crech Rep,  Asgentina
with: e pre- Egypa* Thailsnd Aurerbaijen Algenat
announced path CGambia, The® Criatia Angla
fuoer the cuchange Cikama Eabiopaa Heamimh?
rame (@&} Cravana™ Kexiva Dominican Repht
Indoanesia® Kz Gaaromala®
Iren, [LR. Reprubshic Hagteh- &
Jamaws® Lo FLIRE Tendea
Slasarytinas Sloddova® Trag®
S&n Toené amad Mompokia Farathutan®
Princps | LA Slauardania
Farmba Rwansds Miyanmmar® &s
Serbea and Nigona
Montehcgre'? W'
Tajiliaras Rusatan
Victmam I-'H!n:'::uu
e
Triniidad amad
Tobaga
Ulebekisean® ¥
Indepemdantly
floatieg { &) Makaws* Mxmaralia Albiansa Japan®
Sicrra Rrasil® Armisma [#horka!
Lo [SETNTLTY Caingn, ety lel.hl oW
S Lands Chile?* R il Crulmea®
Llruguay Colombia Goorgia Somaliaf 10
Yemei, TeeLamd LI BT St realandd
Rep. of Knres Morambique  United Soapes?
Mrmico Tanranis
Mew Lcalind  Ulgarsls
Norway
[Peru®t
Philioes
Paland
Somh Adrica
Euvden
Tm_l.ﬁ"
Ll primed
Kmngdom

Somrees: IMF Coumry Repori and faromesronal Fmancad Stemirio

VA asonak (= ) enclicases char the conntry has an TMF-supported oo ethor monemary progras, A daggger (1) imscicanes tbar she country adopss mons than
o sl anchor in conducring monesary policy (it showkd be moid, however, dhat i woukd nog be pomibde, for pracacal prnoee, soinfier from g table
which nossiaal anchor plays the primcipal role in condworing monery poley |

Theie countricy bhave & comeney boand asrangomens.

*The comniry has o euplicitly stabod meminad snehor, bt Father miorston variae indsaron in comduting, monetan oo
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Table 1113 {romcluaea )

L] Ehhﬁt,ih:m&uwcﬂhﬁ,&w;wq.hﬂdhﬂﬂ.h the cxusing sodk of caland will canisios go arcubiic, along wish
the L5, dollar s logal ponder until all colin rosoy weir oot ploadcally.

The member maintains an exchange arrangemens involving mone than ome marker. The srangemoen shown b 1he musnisened i the muapos marker.
The regime oporsting de feom sn the comnory s dafferenst froen i dee jore regimee.

Nomewra i ehe sene mmingement with e Fremch Tresmsry os the CFA frane sone coantrics da.

FThe hand widiths for these countrses are Cyprus o15%], Denmark (02.25%), Hungsny (o 15%), Sudes (o 2%}, and Tonga (5%,

TThe band widihs for these coungrics are Belaros {858 ), Honduras (7% ), aacl (225, and Rooumia asd Serennda {unaravounsod |

i maificiom infoemnation on the counsry is available for dassificasion

Uifecnive Fetauary 4. J003, che Federal Republic of Yegoudeda changed i mame o Serbis snd Montenegio.
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Principal Policy Decisions of the Executive Board

A. Disposition of Net Income for FY2003
1. SDE &9 million of the Fund®s net income for FY2003
derved from the application of parmgraph 1 of Deciion Mo,
12730-(02,/43). adopted Apel 26, 2002, shall be placed 1o
the Fund's Special Reserve after the end of the Enamcial year,
2. The expense derived from the application of Interna-
tianal Accounting Stndard 19—Employee Bencfits dunng
FY 2(H}3 shall be charged against the Fund's Special Bosene
anad shall be reconded separately in the finsncial reconds of the
Fund (EBS 0343, 4,7 ,/703},
Diecision Na, 12987-(03/30)
April 21, 2003

B. Rate of Charge on Use of Fund Resources
for FY2004

1. Norwithstanding Rule 1-6(4)(a), cffective May 1,
20003, the proportion of the rate of charge refiorned o in Rule
164 1t the SDXE interest rate under Rale T-1 shall be 132
percent,

2. The net income target for FY 2004 shall be SDR 108
mitllion. Any net income for (iascial year 2004 in excess of

SDR 108 milkon shall be used 1o reduce retroscuvely the pro.

|1u-|'rin-|:| ol the rate ﬂFI;h.II'E,E foar finamscial year 2004 TF net
mcame for fnandal year 2004 18 bebw SDR 108 million, the
amoiant of projeaed net icome for Bnancial year 2005 shall
be increased by the equivalent of that shorfall. For the pur-
pnl.rn-nh'u prm'i.n'nn., net incoime shall be caleulated without
taking inbo sccound net operational oome gencrated by the
surcharges on purchases under the Supplemental Beserve
Fagiliny and Contingent Credin Lines, the surcharge on pur-
chases in the credit tranches and under the Extended Fund
Facility or the cffect on income of the implementation of
Intermathonal Accounting Standard 19—Emplovee Renclin
(EB%/03/743, 47703}

Diecinion No, 12988-(0336)

Aprl 24, 2003

€. Burden Sharing—Implementation in FY2004
Section 1. Principles of Burden Sharing

I. The fnandal comiequences for the Fund that stem
from the extstence of overdue Anancial obligasons shall be
shared berween debaor and creditor member countries.

2, The sharing shall be applied in 2 stmubaneows and sym-

metrical fashion,

See Selrcted Drsidenr, Trvmly-Sovemth e { Dogember 31,
2(HpL |, pape 3Ré.

Section [1. Determination of the Rate of Charge

‘The rare of charge referred o in Ruale 1-6{4) shall be
adjusted in accordance with the pronvissons of Scction [V aff
this decision snd Secthon IV of Executive Bosrd Declsion
No, 12189-(00,/45)F adopred Apnl 28, 2000,
Section [TL Adjustment for Deferred Charges

Notwithstanding paragraph 1{a) of Section IV of Execu-

tive Board Declsion MNo. 12189-(00/45), adopted Apanl 28,
2060, the Fate of charge and the rate of remuncration deter-
mined under thar Secrion shall be rounded o rwo decimal
places.

Section I'V. Amount for Special Contingent Accoune-1

L. An amount of SDR 54 million shall be generated die-

g financial year 2004 in accordance with the provissons of
this Section and shall be placed to the Special Contingent
Account-1 referred 1o In Decishon No, 9471 -(90,/98),
adopred June 20, 1990

2. {a) In oeder to generate the amount 1o be placed 1o the
Special Contingent Account=1 in accordance with
paragraph 1 of this Sccton, notwithstanding Rule [-
{4 Wa) and (b} and Rube I-10; the rate of charge
referred o in Hale =604 end, subject o the limitanon
in | b, the rete of reruancratson prescnbed in Bobe 1-10
shall be adjusted in accondance with the provisions of
this paragraph.

(b} MNopwithaanding paragraph | above, adjsstments
to the rate of charge and the rate of remuneration
under this paragraph shall be rounded to two decimal
places. No adpsement in the rate of remuoneration
unsder this paragraph shall be carried o the point where
ihee average remuneraticn cocfhcient would be reduced
below 85 percent for an adjustment periisd.

(e} The adjustments under this paragraph slaall be
made & of May 1, 2003, August 1, 2003, Movember 1,
2003, and February 1, 20044 shortly after July 31 for
the period May 1 o July 31; shonly after October 31
for the period from August 1 o October 315 shondy
afier January 31 for the period from November | 1o
Janwary 31; sharthy afrer Apnl 30 for the perbsd from
Februoary 1 o Aprl 30.

3. (a) Subject to paragraph 3 of Decision No. 8780
(HES12), adopted January 29, 1988, the balances beld
in the Special Contingene Account—1 shall be dastnb-
ufed in accordance with the provissons of this
paragraph to members that have padd adiditional
charges or have received reduced remuneration as a
result of the adpstment when there are o outstanding

Iind., page 378
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owirdue charges and repurchases, or at such carlier
time as the Fund may decide.
b} Distrbuotsons wider [l.hh.'ll] be made in rropar-
tion 1o the amaunts thar have been pasd o have ot
been received by cach member because of the respec-
tive adjustiments,
(e} 1fa member that is entitled o o pavment under
this paragraph has any overdie obligation o the Fand
in the General Deparmment at the time of payment, the
member’s claim under this paragraph shall be set off
against the Fund's claim in accordance with Decition
Mo, B271-(86./74).7 adopred Apnl 30, 1986, or any
subsequent decision of the Fund,
{d) Subgect to paragraph 4 of Diecision Mo, 3780
(B8 /12}, adopecd Janusary 29, 1988, i any loss is
charged against the Special Contingent Account-1, i
shall be recorded in sccordance with the principles of
proportionality set forth in (b).
Section V., Review
The operation of this decision shall Is¢ reviewed when the
adjumment in the e of remuneration reduces the remuner-
tion cocficient to the limit set forth in paragraph 2(b} of
Section IV of this decsion and Section 1V of Execotne Boand
Decidon Moo 12189-(00,/45 09 adopoad Apal 28, 2000
{EB5/03,/43, 4/7 703}
Decino Mo, J2980-(0336)

Agril 21, 2003

D .'vl.rﬁ:hﬂ-nti
u'ltl Conhi and in

Crldifmﬂmu:ﬂﬁﬂw Fund Facility

— Disposifion of Met Operafing Income
For financial year 20804, after mecting the cost of sdmindsger-
ing the PRGF Trest, any remaining net operaticnal income
generated by the surcharges on under the Supple-
mcntal Resorve Facility and the Contiigent Crodie Lines and
the surcharges o purchascs in the oredin tranches and undes
the Extended Fund Facility shall be placed, after the end of
thai Amancial vear, bo the Gieneral Resere |EB3 03 /43,
4/7/03).
Decivion No. 12000-{03736) SREACCL
April 21, 2003

E. Review of System of Special Charges

The Fund has revicwed the system of special charges applhca-
ble to overdue obligstions to the General Resources Acoount,
the Strusctural Adpstment Faciliy, and the Tross Fund
{ERSA3,,43, 4,7 /03).

Devinisn Na, 12001-(03/36) GrSAFTR

April 21, 2003

F. Framework Administered Account for Technical
Assistance Activities — Pacific Financiol Technical
Assistance Center Subaccount

In sccordance with the terma and conditions of the Instro-
ment estaldishang the Framework Adminstered Account foe
Techrical Assianse Activities { Deciston Mo, 10942-

Mkvisl_, page 372
Hhid., page 378.

122 ANNUAL REPORT 20023

(95,3355 as amendicd, the Fund hereby approves the ostab-
lishment of the “Pacific Financial Techndcal Assastance Center
Subacount,™ which shall be used by the Fund to admindster
ressuroes to e contmbuted by the Gawermment of Anstralia,
ardd any sibsequent Contributors, as deseribed in

EBS/02 /84, 5,/15,/02

Decision Mo 12751-(02752)

May 22, 202

G. Framework Administered Account for Technical
Assistance Activities — Alfrica Regional Technical
Assistance Centers Suboccount

In accordance with the werms and conditbons of the Insiro-
ment extablishing the Framework Adminbterced Accouns for
Technical Assistance Activities | Diecision Mo, 10942-
{95,/337)," a3 amended, the Fund hereby approves the
establishment of the Afrca Beglonal Technical Assistance
Centers Subsccount, which shall be ased by the Fund 1o
administer resoqirces 1o be contributed by the Governments
of France, the Federal Republic of Germany, Ttaly, the
Metherlanids, Mooway/Ministry of Forcign Affairs, Sweden,
and the United Kingdom, and any subscquent Contriba-
fors, & described in EBS /027135 (7/26,/02),

Idcinion Noa, |IR3T-[02/8K)
Asgraat §, 20602

wmm&m for Surveillance:

The Excentive Board has reviewed the general implementa-
thian of the Fund's suneillanee over memben® exchange rate
policies, a3 required by paragraph V1 of Procedurncs for Sur-
veillance contained in the document entitled *Surveillance
aver Exchange Rate Policies™ attached o Decision Mo,
5393-(F7 /630, adopred April 29, 1977, as amcaded. The
next review shall be condusted no later than August 10,
2002,

The Exceutrve Board has reviewed the document encithed
“Surveillanee over Exchange Rate Poliches™ amtached to Dea-
shon Nip, 539277 A63), adopeed April 29, 1977, a8
amensded, & required by paragraph 2 of thar decision, The
mext revicw of the document shall be conducted no later than
Aunguse 10, 2002,

Depivien Mo, [2178-{(8/41)

April 18, 2008,

ar amended by Decision Nos. 12713-(02/38), April 5, 2002,
and 12703-(02/T5),

Ty I, 2003

I. Implementation of Procedures for Surveillonce:
2002 Review

The Execurive Board has reviewsd the general implementa-
tion of the Fund's surveillance over members' exchange rate
podicies, a3 required by paragraph V1 of Procedures for Sur-
velllance comained n the document entithed “Surveillanee
over Exchange Rate Policies™ arrached o Decision Mo, 5392-
(F763), adopred Apeal 29, 1977, a3 amended. The nexx
roview shall be conducted no later than July 15, 20404,

Whsd_, page 150
Ak, , page 150
"Hmd s page 10
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The Exccutive Baosrd has roviewed the document entitled
=Survetllance over Exchange Rate Polices™ anached 1o Diecl-
mon Mo, 5392-(77 43}, adopred Apeil 29, 1977, aa
amsended, as required by paragraph 2 of that decision. The
nest revicw of the document shall be comducted mo kater than
faly 15, 2004 (5M 7027184, Sup. 1, 618,702,

Dveiron Na, 12703-{02/78)

July 15, 2002
1. Biennial Review of Fund
Surveillonce and of 1 Surveillance Review —

I. Each member presenthy recciving financial assistanoe
under a Fund amangement shall immediately be placod on the
2d-month consuliation cvcle and, in futere, whenever a Fund
ammangement is approved for a member, that member shall
automatically be placed on the 24-month consultation owde.
Article IV consultathons with such members shall be con-
ducted in sccondance with the procedres specifiod below,

2. Article IV consultations with a member receiving
financial assistance under 4 Fund arrangement will be
capected to be completed wathin 24 months of the date of
completion of the previous Artcle 1Y consulaton with tha
member, except that the copluliation cycle will be shoe-
ened under the following circumstances:

{a) where the most recent Article IV consultation with
the member was completed 6 mosiths or mare beliore the
date of approval of the relevant armangement, the nexr Armi-
cle IV consultation with that member will be expected to be
mn‘q‘.l'lr:ll:d by thie later of (i) & months after the date of
approval of the arrangement, and (B) 12 months, plis 3
grace periodd of three months, aiter the date of completion
af the previous Article TV copsultation; and

(b} where, with respect o a member whose cincum-
stances do not fall within paragraph 2{a), a program review
under an arrangement fior that member |s not completed by
the date for completion specified in the arrangement, the
mext Article IV consultation with that member will be
capeeted to be complered by the Laver of (1) 6 mosths after
the date gpecified in the arangement for completion of the
review, and {ii] 12 months, pll.l.l 4 grace period ol & masmths,
after the date of completion of the provious Amicke IV con-
sultation, provided, however, thar, where the relevant
program review ix completed before the laver of the dates
specificd in (i} and (i) above, the next Article I'V consulea.
tiowm will be expecicd o be completed within 24 months of
the date of completion of the previous Artkcle [V consilea-
oo with that member,

Upon the expiration or cancellation of an armangement
for 2 member, that member shall sutomatically be placed on
the standard | 2-month consultation cyele and the next Ar-
cle 1V consultation with thar member will be expected 1o be
compicted by the later af {11 & months after such :'rpinﬁim
ar cancellagson, and () 12 montha, phu-l RO ]:lcriud af
A months, after the dare of completion of the previous Ar-
cle IV comsulration, but in no event later than 24 months
afier the completion of the previows Amicle 1Y consulmation
(SM /03 /184, Sup. 1, 6718702, Sup. 3, 9/5/03).

Decsnen Wo, 12704-{02-70], Fuly 15, 2002,
ai gmenited by Deciion Ne. [2854-(02/%4),
Sepremiber 12, 2002

K. Modalities for Surveillonce over
Fﬁmh%ﬂdmwmm

The careent fr-:qlm of Amsdle IV consulcstions with indi-
vidhml curo-arca countrics, which are generally on the
stancland 1.2-month eyele, will be maintained.

There will be owice-yearly staflf discussions with EL ins-
tutions responsible for comimon policies in the euro area.
These dmcusions will be held separately from the discusssons
with individual coro-area countries, but are considered an
ingegral part of the Aricle IV process for cach member. The
disossiona with indnidual euro-area countres will be chis-
tered, to the cxtent possible, around the discussions with the
relevant ELT institutions,

There will be an annarl seaff report and Boand discussion
on Euro-Anea Policies in the Conrext of the Armicle IV Cone
suliations with Member Cowniries, which will be consdered
part of the Aricle IV consultation process with individisal
members. In addivion to monetary and cschange rate policios,
ﬂmmﬁmwuﬂlahﬂmwﬁmnawmnﬂpﬂmmr
ather cconomic policizs relevant for Fund survellance, Staff
will report informally to the Board on the second round of
discussions with EL insticutions to provide adequate context
for bilateral consuliathons with euro-area countries thas do
nast coancide broadly with the anmueal Board discusion on the
ELIF drea.

There will be 3 summing up of the conclusbon of the
Board"s annual discussion on Euro-Area Policies in the Con-
rext of the Article IV Consubtations with Member Coantries.
It will be cross-referenced in the summings up for the Article
IV eopsubations with curo-arca cosnimes at the eonclusion of
the Arvicle IV process for each country, To the exent thay
the summing up for the euro anca covers economic policies
that apply to all EUY member countrcs and that are consid-
ered relevant for Fund surveillance, the pertinent parts of the
summing wp for the euwro anea could also be referred 1o in the
bilateral Arvicle IV consultanons with EL! memibser countries
that are noe part of the ewro arca (SM /02,7359, 11,/21,/02)

Dieinion No, [2890-(024] 19}
Diegeanler &, 2002

L. Eleventh General Review of Quotas —Period for
Consent lo Increases — Extension

Pursuant ro Paragraph 4 of the Resolution of the Board of
Giwernons a0, 53=-2.% “Increase in Chocdas of Fund Mem-
bers—Eleventh General Review,” the Evecutive Board
decwdes thar notices of eonsent from membert [0 increases in
their guaotas mest be revedved in the Fund by 6:00 pum.,
Wazhingron time, on January 21, 2003,

Dirciman No, [2807-(02:78)

July 149, 2002

M. Eleventh General Review of Quotas— Period for
Consenl to Increases — Extension

Mursuane vo Paragraph 4 of the Besolution of the Board of
Growernor Mo, 53<2, *Incresse in Ouonas of Fund Mem-
bers—Eleventh General Heview,™ the Execuine HBoard

Blbaad., pagpes SH0-H4
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decides thar notices of consent from members 1o increases in
their guotas must be received in the Fond by 600 pom.,
Washington time, on July 31, 2003 (ERD/03 /3, 1/15,/03),

Dcipien Ne, 1 2030-(03/3)
fanuary 23, 2003

M. PRGF Trust ond PRGF-HIPC Trust—Reserve
Account—September 2002 Review

Pursuant to Decishon Mo, 102586-(93/13)° ESAF, the Fund
has reviewed the sdequacy of the Reserve Account of the
PMRGE Trust, and determines that amsounts held in the
account anc sufficient to mect all obligations which could give
fisc b0 a payment from the Reserve Account to lenders o the
Loan Account of the FRGF Trast in the six months from
April 1, 2002, to September 30, 2002 (SM /02,273,
B/21,/02),

Dl No, | 2847-(02°M) PRGF

September o, 2002

Eﬂ'nl:rlui'ﬂlmﬂuf a Trust for
and Interim PRGF Suhtidf

1. The Fund adopds the Instrument 1o Establish 3 Tinest
for Special PRGF Operations for the Heawly Indebted Poor
Countries and Interim PRGE Subsidy Owperations, which s
anncued po this decision,

2. The Fund shall conduce semiannual reviews of the
financing of the Tt fir Special PRGEF Operations for the
Heavily Indebied Poor Countries and Interim PRGE Sabsidy
Operationa,

Diesivion No, I 1436-729710)

February 4, 1997,

ar ameaded by Decirion Noo T 1902-(0745]), April 24, 1907,
LIBE1-(8 131} ESAF, December 18, [958,
P3GRT-(r 1 18} FRGF, Oceaber 21, 1994,
dffritive Novemiber 2, 1090,

12I32-(04) PRGE, January 27, 2000,
123490118}, December I, 2000,
125a]-(N/B5) PRGE, Asrwsr 23, 2001,
effrerivr Seprrunber 19, 2000,

12680 (021 7} FRGE, Febrmary 20, 2002
12686 (0227) PRGE, March 15, 2002, and
1 I7FF7-(02r05); fuwe 20, 2003,

Fburm

and | 2874- (0271100,

Craber 25, 20602

P. Access Policy in | Account Crises—
Mﬁrdlmu Reserve Focility

und Follow-Up Issues Related to Exceplional
Access Policy
Drecasion Mo, 11627-(97,/123 1,1 adopted Decemiber 17,
1997, on the Supplemental Rescrve Facilicy and Conringemt
Credin Lines shall be amended as follows:

1. In Sectiom | on the Supplemental Reserve Faailliy,
paragraphs &{a} and {b) shall read-

Ibid., page 413
b, papes 325 aned 63T
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“& {a) A member making purchases under this section
shall repurchase the outstancing amounts of s currency
resadting from such purchases within rwo and a half 1o three
vears from the date of cach purchase in two equal Enstall.
ments; the fing inoallment shall become due two and a half
years and the second installment shall become dse thiee yean
from the dare of each purchase.

ﬂh}TI:l:' member aill be n:pn:mdturr_pq.ntha.l.:ﬂ'ms:
amoaints six maonths before they become due, provided that
the Pund may, upon request by the membser, deckde o
extend one or miwe such repurchase expeaanions by wix
months, If a member fails to make a repurchase as cxpected,
the Find may requine the member to make the repuarchase in
quesstioan within a specifisd peniod not o exceed the repur-
chase schedule under (a) above.™

2. In Sccton I on Contingent Credic Lines,

{1} a pew paragraph 18 bds shall be added:

“18 bis

{2} A member making purchases under this section
shall repurchase the outstanding amounts of it cur-
rency resulting from such purchases within two o
rwo and a half years from the dare of each punchas
in two cqual semi-anmeal installments; che firs
instaliment shall become due two vears and the sec-
ond matallment ewo and a half yvears from the date
of each purchise.

ib) The member will be expected o repurchass
thse amounis one year bolore they become duse,
provided that the Fund may, upon request by the
member, decide to extend cach such repurchase
expectatkan by up to one year, IF 3 member fails 1o
make a repurchase as expected, the Fund may
requine the member to make the repurchase in
question within a specified period not 1o exceed the
repurchaie schedule under (a) above,

(e} The Fund shall not approve, and the Managing
Drirector shall ot recommend for approval, 3
requcst fior the use of the B,l:nu:ral: resources of the
Fund by a member that is filing to meet a repuar
chase expectation under (b) above. Provision shall
be made in cach sand-by and extended srrange-
ment for the LR T off further purchases nmder
the arrangement whencver a member fadls to meet a
repurchase cxpectation under (b) above.®

{i§} v paragraph 19, the reference to “paragraph 6" shall

be deleted.

3. The changes made by this decison to the Supplemen-
tal Beserve Facilioy shall apply only to purchases made after
the date of this decision,

Dhecizion Na, 12043-(03/15)
Febrmnry 21, 2003

Q. PRGF Trust and PRGF-HIPC Trust—Reserve
Account—Review

Pursuant to Decison Mo, 10286-(93,/23) ESAF, ! adopred
on February 22, 1993, as amended, the Fund has reviewed

1i[bid., page 413,
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the sdequacy of balasces in the Reserve Account of the PRGE
Trust, and determines that they are suffickent to meet all
cbligarions thar could give mse o payments from the Acooant
1oy lemdiers to the Loan Account of the FRGF Trust in the six
months from Apeil 1, 3003, 1o Scprember 30, 2003

L5803, 100, 3531 A03).

Dieciniom No. J2070-(03/34 ) PRGF

Marek 31, 2003

THE EXECUTIVE BOARD

R. Joint Vienna Insfitute — Amendment of
|

The 'M'.irua:ing_ Director is authonzed 0 consent to the
Fimt Amendment to the Agrecment for the Establishment of
the Joint Vienna [nstitute pursan tor Article X1 of that
Agreement (ERAP 03 /16, 211 /03],
Diecirion No, 1204 ]-{03713)
Fetruary 19, 2003
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Relations with Other International Organizations

In the face of uneven global economic recovery amd height-
ened geopolitical tenstons, close cooperation berween the
IMF and other international organizations continucd to be of
critical importance over FY2003, In an increasingly integrated
financial system, identifying risks and gencrating sustained
and wadespread momentum for coomoniie growth requine a
high level of collalbssration among the Fand, the Wiadld Bank,
the Uniped Mations (LN and fos speclalized agencies, the
Waorld Trade Organization (WO, dhe Organizstion for
Economic Cooperation and Development (QECD, the Bank
for International Settlements ( BIS), regional development
banks, and intergevernmental growps.

Regional Representation and Technical Assistance
The IMF's affices in Europe and the Reghonal Office for Asta
and the Pacific malntain close tes with other ingernational
organtraons. In FY2003, the Fund's offices bis Burdpe were
reorganized o establish 3 new presence in Brussels and 1o
streamline the saffing and management of the three Euro-
pean offices {Paris, Geneva, and Brassels), The new Brossels
Dffce was created o enhance cooperation with European
LUiniin institutsions, sirengthen IMF sunveillance activities in
the arca, and mount mone effective outreach with a range of
Brussels- based agenches.

The Paris Odfice remains the center of the IMF' European
representation, Raksing with reglonasl and internaional insti-
tions located in Europe and contnbusing vo the Fand's
Eurnpean operptions fxousing on multibueral and regional
surveillance. Paris Office stalf regularly represent the Fund at
ibnisr aned surveillance committoes of the OECT in Pans, and
one member of the Pars Office stall serves on the Sccrctariat
af the Group of Ten {G-10). Additonally, they koep chisie
comtact with the BIS in Basel, and stiend, on an sl hoc basia,
micetings of organizations such & the Financial Acdon Task
Faorce (FATF), the European Parlivment, and the Council of
Exrope,

The Geneva Office moniton, analyees, and repons on
activities of Geneva-based socieconomic agencies with
particular emphasis on the mualtilateral trading system,
along with trade-related developments in the European
L'nion, These insttutions include the WO, the Interia-
tional Labor Okrganization (110, the UN Conference on
Trade and Development [ UNCTALY, the UN High Com-
mssioner for Refugees (LUNHCR), the LN Office of the
High Commisstoner for Human Righis {OHCHE], the
World Health Ovrganization (WHCOY), the U'N Economic
Commission for Europe (ECE}, and the Inter-Parlamentany

Unson.
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The IME: Regional Office for Asta and the Pacific,
located in Tokyo, is responsible for enhancing surveillance
arafl prosmoting the 1MFs initiatives in the Asia region. The
OHfce works closely with rcginnl! Errmpinp.,su.;h as the Asia-
Pacific Economic Cooperation {APEC), the Association of
Sonth East Asian Nations (| ASEAN ), the South Pacific Forum
(PORLUM), the South Asian Assocsation for Regional Cisop-
cratiodt [ SAARC), the South Bast Asian Central Banks
(SEACEN), and the Executives” Mecting of East Asla and
Pacific Central Banks {EMEAP). Tn addition 1o providing the
Secretariat for the Manila Framework Group, the Office alo
maintzins close contac with two regional onganizations, the
Asan l‘.int]nfrm:nt Bank [AsDH ) and the United Natsons
Ecomomic and Sodial Commission for Asia and the Pacific
{ESCAR), and with the World Bank®s Oifice in Japan. I also
facilitated the IMF's panticipation in the Consultative Gaoup
mcetings of donor nathona held in the Asia and Pacific
reginn.

The Afrwca Regronal Technical Assistance Center
(AFRITAC) in Easr Africa was opened in Dar e Salaam, Tan-
zania, on (ctober 24, 2002, to strengthen locally based
rechmical assntance and training, and thos o frther efiors by
the [MF and Wearld Bank, in cooperation with donor parties,
i baidd country ownorship of poverty redaction offorts. Fre
sch AFRITACs ane planned for sab-Saharan Africa; the next
o open will strengiben capacity budlding in West Africa,
Chrigimally planned 10 be based in Abidjan, ¢ as temporarly
been relocated (o Bamako, Mali, becasse of civil ynnest in
Cate d'Ivedre, The [MF presvides similar rechnical assastance
oy assast its members in improving their coondgmic and fiscal
management practices in the Asia-Pacific region through the
Pacific Financial Technical Assistance Center (PFTAC) and
the Caribbean through the Cardbbean Regional Technical
Assirtanee Center (CARTAC)L The IMF abo pronides poly-
related tralning o public secvor oificials and private sector
muanagers through its suppon of the Joing Africa Institare, the
Joing Nienna Institute, and the Singapore Regional Training
Tmsirute. Each of these facilivies offers coursey and seminars
£H1 I:npiu. of relevance o regional capacity bualding.
Colloboration with the World Bank
The collegial relationship berween the [MF and the Waorld
Bank has exised since thelr founding a1 the Bremon Woods
Conference of 1944, As mandared in their respective Amicles
of Agreements and in the foint 1989 Concondar, each plays
an impartant, complementary rode in ensuring the workd's
cconomic grovath and smabsliny. Both institunons condoct reg-
ular consulbathons of their wenior staff, participate together on
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mizsions, attend joint mcetings, and share documents, Col-
laboration at the staff level, both in pobcy sdvice and on
opcrathonal matters, is also guided by the ongoing diadogue
berween IMF and Bank management.

As the misdons of the pawo instinetions have evolved, it has
been necessany peniodically to redefine the robes of engage-
ment and division of labor between the twvo organizations,
with a view toward enhancing their overall effectveness,
Buiilding upon the momentum of the providas vear (o
strengthen the framowork for Bank-Fund collaborathon, the
twr institutions continucd in FY2003 o conskder ways o
streamling and feous conditionality so as to strengthen coun:
wy ewnership of policy reform programs, thereby making
them more effective. In August 2002, the Executive RBoards
of the IMF and the Bank reviewed the expenicnce gained to
date in implementing the Guidance Notc on Operationaliz-
ing Bank-Fund Callaboration in Country Programs and
Conditionality, msued in speing 2002, The Guidance MNose
foems the basis for collaboration on country programs and
conaditicnality berween the area depanmments of the Fund and
the regional deparmments at the Bank. This review indicated
broad support for the approach taken in the Guidance Mote
{see Chapaer 4), and recommended that a further review
sheuld be undertaken in two years® time.

The Fund and Bank als cooperate closely i mondtoring
financial system stabilicy, cspecially through the Financtal See-
o Assessment Peogram (FSAP), which akms 1o Encresse the
effectivensss of effors 1o promote the soundnes of financial
systems in member countries. Detailed Financial System Sta-
bificy Assessments (F55As) of obserance of rebevant financial
sector standards and codes are a key component of the FSAD
and in turn give rise to Repons on Observance of Standards
and Codes { ROSCs) a5 a by-produoce. The value added from
the program derives impormantly from it collaborative natare,

Umn March 14 and 18, 2003, the IMFS Exccutive Board
revicwod experbence to date with the FSAP. Minety-five coun-
erics have already participated or agreed o participate in an
FSAP asscssmient, including a significant nammber of nstemi-
cally or regionally impontant consncrics and econamies. Given
the incressing number of countries now participating in the
FSAP, the Pund and Bank will continue to work closely
together ower the coming year on descloping ways o further
sircamline, focus, and poontize the program.

Given synergies with assessments of prudential supervisory
stundarnds, the FSAP provides a suitable context to nndertake
asmesamients of countries” effiors in respaa of anti-money-
lasndering [AML) and combating the financing of temmonism
(CFT). In s communiqué of September 28, 20032, the Inter-
natitnz] Mnﬂ.:lznr:qﬂ Fnancial Committee endomed the
carlicr condrhonal agreement by the Boards of the Fund and
Bank to wdd the Financial Action Task Foree (FATF) 40 « &
Recommendations to the list of srandasds foe which ROSCs
are prepared, In Ocuober 2002, the FATF PMenarny endorsed
the common AMLACFT methodology document developed
by the Fund and Bank over FY 2002, and agreed that it would
be weed in both Fund-Bank-led ROSCs and theosc bed by the
FATF and FATF-syle regional bodics (FSRBa). Following
this endomenient, on (etaber 15, 2002 the Pund and Bank
instated & 12-maomth pilot program of AMLACFT ssess-
mens wsing the common methodology. 1o is cxpecied thar
berween 45 and 56 asesments will be completed over this

IMTERMATIONAL ORGANMIZATIONS

period, including at least 36 bed by IME/Bank staff. Planning
and exccuting the pidot program has invobed cxtenaive ooor-
dinason and cooperation among the Fund, Bank, the FATF,
FSREs, and their memibers.

The joint Finsncial Sector Lisison Commintee (FSLC)
provides another mechanism for close Fund-Bank coopera-
B in 'id-l:l'l.ljﬁ"irl.“_ finamcial systcm wieakness. Estabdished in
1928, the FSLC belps to integrate into a coherent joint work
program the vanous fnancial secbor tasks dwigned bo the two
imsshttiens, and wo Gellitate coordinaton with the work of
other institutions, cspocially in relation o reform of the finan-
cial sector, In Scprember 2002, the FSLC repamed o the
Bosrds of the Fand and the Bank, focusing partioularly on i
angoing work o improve the coordination of financial ech-
nical awistance between the two insgirutions, o well az with
other donor organizations,

Oine of the maost important arcas of TMF and World Bank
cisiaperation s their work towarnd the common objective of
stimulanng econamic growth through the reduction of
poverty and through debe relief. Laonnched by the Bank and
Fund in 19946, the HIPC Initave is a comprehensive
approach o debe reduction fior poor countries that entails
cordinated action by the international financial commuanity,
including mulnlateral imssitutions, The HIPC Inatiative &
based on the country®s continued ¢ffort towand macrosoon-
nomic adjustment and stroctural and social policy refisrms,
while also providing Bnancing o wseisl secroe programs—
primanly basic heslth and edecaton. All countriss requesting
HIPLC Initiatnve assistance must have sdopted 3 Poverny
Beoductuon EI;IHEE' I":pﬂ' { FESP) through a broad -bascd par-
ticipatony process. Fund and Bank staff work closcly together
in evaluating PR5Ps and Interim Poverty Reduction Strategy
Pxpers ([-PRSPs). The stafls of boch instinutions work
rogether to propare Joint Staff Asscssmcnts {15430 of the
PRSP, for refermal to the Executive Boards of both mstitu-
taons for checision. (hver FY2003, 28 [SAs were completed by
Fund and Bank il
Relations with the United Nations
The TME works closely with the United Mations, throagh the
IMF Special Bepresentative to the UN and through ather
extensve institutional contacts. The mandate of the Special
Beprescntative, opcrating oat of the Chlfice at the Undeed
Natdons in New Yook, B o foster communications and coog-
eration berwoen the 1MF and the L. The most prominent
functhons of the U Ofice include making the IMF's views
knvcram, providing input for the deliberations ag the U on
IMF-related issues, kecping the IMF informed of major
developments within the LN systern, and facilitating coopera-
tnon Between the institutions.

[hiring FY 2003, collibosation beween the TMF and the
U continued oo s on the challenges of nancing devel-
opment ancupd the world, Following the commitments made
at the LN International Conference on Financing for Devel -
opmeent (FI1Y) in Monterrey, Mexioo, in 2001 {the
“Maomiterrey Consensus™ ), attenbion s increasingly focused
on transdating broad concepts for reducing poverty into a
program for implementation. In his remarks to the annaal
High-Level Mesting of the UM Econamic and Social Council
(ECOSOC) keld in MNew York on July 1, 2002, Managing
Director Homst Kihler noted the need for concrete actions
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for addressing the “foremost challenge™ of poverty and
achicving measurable progress toward the Millennsum Devel-
opment CGoals (MIMGa). On July 11-13, 2002, IMF officials
met with minkstees and representatives of several other inter-
national organizations, including the LN, World Bank,
OECD, the Asian and African Development Banks, and the
Europcan Commission in Rosendal, Norway, for informal
discusaions on maintaining a dynamic process fior progressing
the agreements reached st Dok and Maonterrey,

Those objectives, and the importance of reducing poverty,
were sibscquently reaffirmed by Heads of State at the World
Summir an Sustainable Development held in Johannesburg,
South Adrica, during August I9-Sepiember 5, 2002. The
summit confirmed the primacy of macmeconomac stability
and growth o the foundaton of sustainable devebopment,
and recognized the Poverty Reduction Serategy Paper { FRSP)
approsch, suiably extended 1o encompass environmenial
concerns, s the basis of national sustainablde development
jprograms, where applicable. The Plan of lmﬂcnmuﬂmu
agreed at the summit alio confirms the commatments towarnd
reducing poveriy in the areas of irade and finance, globaliza:
Hon, institutional arrangements, and governance, all of which
are directly relevant 1o the Fund®s mandate and work. The
IMF, Workd Bank, and United Nagions Environment Pro-
gram { LINEP) presented a joing paper on “Financing for
Sustainable Development™ ar the summit, and TMF staff par-
nicipated in sevoral pane] discussions.

Az the following High-Level Meeting of the ECOSOC
held o April 14, 2003, Dieputy Managing Director Eduarda
Aninut reiterated the Fund's strong commitmeent to poverty
reduction in the context of s mandate, and cochabred a
romendrable discussion on the domestic policies required 1o
help achicve the MDGs, The continuing dislogue among the
U'as BECOSOE, the Breron Wonds mstitations, and the
WTO ks an imponant means of enhancing policy coherence ar
natenal, regional, and internabional kevels, since 1t bangs
together the different cultires of finance, trade, development,
and forcign affain.

Ligison with Other Intergovernmental Groups
As a member of the Financial Stabilsty Forum (FSF), the [MF
takes the kad on developing, organizing, and carrving our a
process for suesing Chifshore Financial Centers” adherence to
international sandards. IMF staff attended the eighth mect-
ing of the F5F hold on Scptember 34, 2002, in Toronto,
Canada, 3t which progress on development of 3 methodalogy
for Reports on Standands snd Codes was nasved. TMF staff
alao attended the FSF's second regromal mecting with finan-
cial sability authonitics from the Asia-Pactfic region in Betjing
on October 11-1.3, 2002, and the ninth meeting of the ESF
in Berlin on March 24-25. 2003, The Chainman of the FSF
participated as an observer at the October 2002 and Apnl
2003 meetings of the Internatkonal Monctary and Financial
Cannmdtnee.
Collaboranon berween the IMF and World Trade Obrgani-
zatwon (W0} takes place formally as well as informally, as
outhncd in ther Cooperation Agrecment signcd in December
1996, Under the agreement, the IMF has observer stamos in
WL meerings and regudarty attends fommal meetings of
maat W bodies. In i , IMF staff in the
WTO-bed Intcgrated Framework for Trade-Related Technical
Assistance (4 joint effort by six agencics, including the Workd
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Bank}, contributes 1o the work of the WTO Wiorking Groap
on Trade, Diebst and Finance, and & a regular memiber of the
Commitbee on Balance of Payments Restricuons. On August
9, 2002, First Depury Managing Director Anne Knicger
miet with the outgoing Director-General of the WO

i Mr, Mschscl Moore | to explone avenues for cooperation in
rescarch. The Managing Dircctor subsequently mct with the
incoming Direcnor-General, Dy, Supachal Pantichpakdi, on
October 13, 2002, 1o disciss areas where the Fund®s codper-
agion with the WTO may be particularty effective in the
suppont of the Doha Deelopment Agenada.

Throughour FY 2003, the IMF continued o parmicipare
sctively in the meetings snd activities of other msjor intergov-
ernmenial groups, including the Group of Seven (G-7),
Giroup of Ten (G-10), Groap of Twenty {G-20), and Group
of Twenty-Four (G-24). First Deputy Managing Dhrector
Anne Krucger artended the Annoal Meenng of the G-210)
Finamce Mimosders and Ceniral Bank Ganwvermors on November
22-23, 2002. The Managing Dircctor attended the mecting
of G-7 Ministers and Central Bank Governons in Paris on
February 22, 20013,

Cooperation with Regional Development Banks
Whether working ro prevent crises, alleviare poverty, combar
financial abuse, or mrengihen the global economic system,
the IME works choscly with the workd's mualtlateral and
regional devclopment banks. This collaboration includes foe-
rklation and implementation of policies in the economic and
financial arcas, release of informarion, and exchange of staff
visirs, In FY2003, the IMF worked with the hiamic Develop-
mett Bank to facilitate establishment of the lslamic Financial
Services Board; with the Inter-American Developeent Bank
(IDBY vo address the crads in Uroguay; and with the Afrcan
Development Bank (AIDR) 1o laench the AFRITACs. The
Fund also pamicipated with the Enropean Bank for Recon-
ssruction and ment [ ERRD ), Astan Development
Bank (AsDB ), Waorld Bank, and other donor organkzations bn
cosponsoring the third Forum on Poveny Reduction Strave-
gles for the Commaonwealth of Independent States (CI5-T ),
held in Almaty, Kazakhstan, on December 11-13, 2002,
Deputy Managing Director Shigemitiu Sugisaki opened the
follor-up high-level C15-7 conference in Luceme, Swireer-
land, in Janoary 2003, which focused on “The Low-Income
Countries of the CI5; Progress and Challenges in Transation™
(soe Box 5.2 in Chapter 5).

Role of IMF Management
In a wlobalized world, close cooperation amang financial,
tragle; and development organizations s csscntial. Effors o
prevent crises and to promedte growth depend upon the ooor-
dimated acthons of many international instutions. This is
cspecially true m Emes of coomomic uncertaingy, IMF man-
agemeint pliys an Enporant mode in peomoting this
mudnifateral collaboration in many intermational frams,
During April 28-May 3, 2002, Managing Director Hlont
Kahler conducred his thind tour of the African continent sinee
assuming office. He visited Dar o3 Salaam, Eimshasa, Abidjan,
Crmagadosgou, and Acora, where he sirended meetings with
heads of staie, participated in & series of workshops, and held
diseynsions with a broad croas section of sodety on a range of
tupicy of importance o Afnca. A the High-Level Mecting of
the ECOSOC in Mew York on Taly 1, 2002, he reaffirmed the
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RELATIONS WITH DTHER

IMF's commdtment o the implementation of the Monberrey
comenss, The Mansging Direceor addressed the Treasery
Select Commitree of the House of Commons in London on
Tuly 4, 2002, and discusscd the IMF's work program and the
fundsmental changes it had undertaken in the arcas of trans-
parency, surveillance, condinonality, standards and cocdes, and
ather arcas of the IMF's core business: Ar the Symposium to
Commemornate the 50th Annnversany of Japan's membership
in the [MF and World Bank, held in Tokyo on Scptember 10,
20012, he spoke of the impomance of arong leadenhip by the
sdhanced ecomoniies to bolster investor confidence and sustain
global coomamic recovery, and the specific necd for Japan to
undertake dechive reforms of the anking and corporate soc-
tors and pursue antideflationary macroeconomic podicies, The
Managing Director traveled o Lacin America during Decem-
ber 612, 2002, in order to meet with the presiclenis of Brazil,
Codambia, and Chile—his second «isie o Latin Amenca dnce
taking office. On March 11, 2003, be spoke at the Bank of
Spain on the prospects For economic recovery in Latin Amer-
h,nuﬁ.ngﬂntﬂuhna:ﬂtblkhdhuuhig}nquhm
arca facing particulady difficult ceonomac circumstances, and
that betner policics in several countries, inchudang Brazsl and
Cipdombea, had enabled them mo withstand these pressures rea-
sonably well.

INTERMATIOMNAL DRGANIZATIONS

The IMF's Deputy Maiaging Directon alwo sttended
imany conlerenoss, mectings, and seminas throughout the
year, Oin July 17, 2002, Fist Deputy Managing Dirccior
Anne Kmieger addiressed a Mational Burcan for Economic
Research (NBER) conference on the lessons o be bearmed
froam the crisds in Argenting and how these cold be wied o
raisg the effectiveness of IMF effors to prevent and resolve
fimancial crises. Mas, Hm-rg:r [u.ﬂ'j:i.[ulzd in a paned discussion
an “A Waordd Without Globalication™ at the Wiorld Esonomic
Foram mecting held in Daves, Switecrland, on January
23-28, 2003, Depury Managing Director Shigemisu
Sugiakl presented remarks on international penpa:rin-_'; faty]
achicving financial stability at the first annual fomm of the
APEC Finance and Development Program in Beijing on May
26, 2002, Depury Managing Director Eduardo Aninar deliv-
ered the keynote address at the opening of the AFRITAC in
East Africa on October 24, 2002, and spoke of the impor-
rance of capacity building in Africa po develop strong and
independent domestic institwtions thar are bath a precondi-
tion bo edondamic developmsent and an insuance palicy
agarist cxtermal shocks, Mr, Aninag also traveled to Laon
America in January 2003, and outlined a =sii-help™ agenda
at conferences at the University of Vifia del Mar in Chile and
the Central Bank in Lima, Pera.
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External Communications

In FY 2003, the IMF continiscd o develop its ongoing cffors
e iengarove understanding of and suppore for the Fund and fes
activities. Mamicalar imporminge was placed on pwo-way com-
munication with people through nonofficial channels, a5 the
Fund continiecs to engage in scif-assessment and refonm and
ewks o learn from bs medoostors. (For an acomt of devel-
opments in the [MEFS inltiarive 1o become more transpasent
and open to outside input, se Chapter 7. ) Some activitics in
the main arcas of cxtemal communications are described in
this Appomdiz.

Public Stotements and Publications

In accordance with the IMFs tranaparency policy, a firther large
vilame of palicy and conimery papers, and summanses of Board dis-
clasgion, wis released during FY2003, The Fund’s exrernal
welsine (e continusd o be the primary vehicle for
dssemination. Dunng I:|'||:1_,1:a.r.=.r| .:m:g:uf 1210 stemms o month
were added g0 the Wt Mew section of the websiee,

Enbanermenty were made to the site's search feature and
navigation, MNew sections continued o be added, especially
for Resident Beprescntatives.

Imriting commients from the poifilic on IMF policy proposals
via the external websive and in spedially convened mectings
and conferences ha become commonplace. Recent examples
inchude the Poverty Reduction Sirategy Paper and Poverty
Beduction and Growth Faciliny reviews, the review of IMF
conditionadiny, and the esablishment and work program of
the Independent Evaluation Office.

Specclerand other public appearances by management and
senior stall eonveyed the IMF's views on broad policy and
conpomic Bsnes ranging from [ME reform o the outlook fios
the world economy, and on specific country and regional
issnics. The IMF posted most speeches on the website within
Ty iof debivery.

Publicarion of economic angd financial research and policy
analysis papers included twio bsues of the World Ecamsmiic
Chitlesk, four issmics of the Glabal Fonandal Stabiliy Report;
the quarterly ing Fimamce & Developmtenis and a wide
array al books, 1 anvd guides, Oocassomal Papers, Work-
ing Papers, Pol’ § Discussion Papers, pamgphlets, and leafiets
{ﬂ:T.lI:h v.ll"‘!'

T make e IMEFs technbeal snd analytical wiork mioshe
sccessible, 1" IMF publsshed new vitles in its Foonomie Fues,
Loowes By, nol Faeroerss series, Ecowowric finaes are briel,

of policy-related economic rescarch find-

inga. fioar . Briefi dicuss key sssues facing the IMF and the

holaal & . while Facrbers explain in plain lnguage
honw the IMF works.

130 ANMNUAL REFPORT 2003

The Media

Preer brigfingn covening the IMF by the Director of the Exter-
nal Kelations Department were held at headaquanies for
‘Washingron-bascd joumalists roughly every too wocks, Tran-
scriprs and videos of the bricfings were posted on the TMF's
website shortly afteraards,

Preo Releases on decisions taken by the Execunive Board,
and Niws Brigfi expressing the views of management and
senior staff on topical matrers, were posted on the websine
and also distributed directly by Fax 1o jowrmalists and others.
Chver the course of the financial year, roughly 350 press
rebedned and other communications to the press were prepared
and distributed. From December 31, 2002, the Newr Braf
serics was consoliclated ko the Proe Release series.

Preg canferrmen with management and senior szaff, held
on such occasions & the Spring and Annual Meetings, and on
release of major repons such as the Werld Ecomonie Ohirloak
and the Gilobad Financial Srability Report, were alio made
widdely available to the public as rranscripes and videos posted
an the website,

To reach wider andscncoes in a varicty of countries and lan-
puagpes, the TMF has begun more frequently to prepare media
artitlo—"op-cds ™ which appear opposite a newspaper's codi-
tafali—on country-specific Bsucs, In particular, opportunities
are being soughe to place op-ods at rmporant junctuncs, for
imsrance, at the conclusion of an Amicle TV consultation or
approval of a Fund arrangement.

Outreach to Civil Society

In December 20002, the IMF underiook 2 mireey of owitreacly
aclries i it member countrics. The sunvey confimod that
extensive outreach was being conducted by Fund salf, bu
revealed comaiderable vartation scross countrics and regions.
In general, the IMF's diabogue with civil society, pasliaments,
aned the media sppears well-established in Africa and in the
transition countres of Asia and Europe.

Following the Exccutive Board"s review of the TMFs
external communications strategy, the Fund mitiated an
cxamination of its releefons witl coid mciery ongamizafions
(CS0s). To ensure that the process was independent and
reflected a balanced spectrum of vicws From chal society, the
IMF approached an outside expent 1o filitate the discussson
within the Fumd and seck ideas from a varery of TS50k, One
imtended outpur of this study is 3 gubde 10 good practices for
TMF sraff relarions with C50s,

The IMF abo developed the Cimil Saviety Newslenter into 3
quarterhy electronic format, o disseminate information sboi
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Fund acrivitics and policics of particular concern to civil

Public Outreach

IMF seaffl cxpanaked cffons wo engape udieney, foademicn and
it policy rescarol ey, and parmicipated in discussons
and delivered prosengations on the 18 Fs work, including
pinernance, ghobalieathon, trade, and reggional and coumtry
matners, In FYI003, some 170 separare briclings were given,
along with the launching of biannual bricfings to Washing:
ton-area “think fanks™ o provide background on key Banes
surmeuiading wpeoming Spring and Annaal Mectings,

The TMF Crnter lioated close po 13,000 visitors in 2003,
Well-esablished educational segments such as the “IMF in
Action™ and “Maoncy Mattens™ wene supplemenied by new
weksite educational offerings, such as interaotive maoncy and
trading games for younger sudents, “Where in the Workd
ansdd What in the Waorld is Money!™ and “Trading Around the

Tahle V.1
Publications Issued, Financial Year Ended April 30, 2003

Wioedd.™ Special events hosted by the Center in 2003
inchided the Carolin Ball Award ceremony hononng retired
IME ceonomist Margarce de Vines; the Global Ethics Exhabir,
laghlighting the role of religion and cthiss i promoting
peaice and understanding; and the Pese Pole avward pressated
it the IMF for its rode in promoting international monetary
and exchange e cooperation, The Center abo served a2
polling station for the Foggy Bortom community dunng the
mayoral election,

Through the IMF Ciric Program, over 5665 (00 was
donated to chanities working to reduce poserty in the Wash-
ington, 12.C., metropalitan regeon and in lew-ineome
conentries. Close coordination between IMF seall and familics
and their Wordd Bank and Inter-American Development Bapk
counterpants pliyed an important part in strengehening these
initatives. In addition, goods—such as used computers and
farmdrure—were donated o charitable and educational

*Avaalabde in Englizh and selecred othey languages in full rext on che IMF's website (www_ i anr)

Repores and Other Documents

Anmsall Repovr of the Everiotire Baard for the Binanoal Frar Ended
Aprd 30, 2007

{Chinese, English, Fresch, Germin, and Spanih ). Free,
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2002.* Feee,
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Afewerary Fund, 155 ediison. Pree,

AMF Fomaniral Siatrmpents, Quartoms anddod April 3, 200 Okdober
41, 2003; Jenisary 31, 2003, Free.
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Vol BE, 32 A rwwrpant yearbook. 598 a yoar.

: ﬂm 155 139 1o fall
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Vol. 26, 2002 | Inoroduction and cides of lines in Enghsh, French, and
Spamish . S8,
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imembers End snadenis. 395 for yearbook only; S65 for
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CE-ROM asd on the Internet 38w fmCiaeisniz ong, price Mo
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TMF Sraff Fapers®
Theee tmes & year. 573 & year; $44 eo full nme usrverary Gculey
micmhers o arudency

TMF Sraff Papere Speiad Lo o e Procovdingey of e Sevend Aumiaad
Biewearch Comferewee (Viol, 49, 2002} 518

IMF Rewarch Rulictim*

Cuarrerly. Free

IMF Surrer™

Twice monthly, once m December | English, French, and Spasaih |-
Privace fisens &nd individisals are © am annual mee of $ 108,
Vi, 32-20032 (Englak}, Viol. 32-2002 [French), and Vol 33-2002
{Spanish

Opcasional Fapom

Moo 214, Adranod Cowatry Evperaonnn ok Capital Accownr Lifer

Mo, 216 [i by PRGF Living Ulp te Expretatiamsi—An Asesomens of
Prigrani [Jerfpn, by Sanpeey Gupta, Mark Plang, Beacdict Clements,
Thamas Doy, Eranucle Baldsea, Gabricls Inchausge, Sharmndadin
Tareq, amd Mies Thacker, 202

Mo 217, Mangriny Finaseial Crisec Recenr Evprricnse and Lo
Jor Lavin Awerica, edited by Charles Collyes and G, Russell Kincaid.
003,

Mo, 28, Fral Velwerability and Fenancial Crires ra Emergrag Mar-
bt Ecempamiry, by Richard Hemming, Michael Ecll, and Axcl
Schimmelpfemning. H03

Rercent (iuncnal Papers are availablie for $25 cach, with @ prce of
£27 vach s full-tiene umiverniey facuhy memben ansd vrudenin

Waorld Eoonomic and Finamcial Surveys

Werld Foonamiy (bntlack *

A Survey Isy the Seadl af the Insemational Moncsary Fund.

Twhoe & vesr (April amd Sepremvber) | Arabic, Engliak, Freach, and
Spandth).

S48, S4d vo Full-rimee aniversty Boulty meenbers and spadenin.
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Lz K. Die Mela, Ir., snd Muthokimars Mana | English, French,
ueed Spanish ), Free,

Crmbdee v the IMF Serles®
Wiser fi phe Fotermanional Afenerary Fand ¥ | Arabic.] Pree.

Indopendent Evaluation Office Reports
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st work in progross and reflest che vicws of the indnadual sachon
rather chan thosc of the TMF,

Worlang Paper 02/ 78=-03 /240 angd 0371=-91 were msucd i
FY2D03. 315 cach; $A7E fior anmual sabacriprion.

Palicy Discussion Papen 02,/7-00/13 and 03/1-08,/2 were issard

in FY2003, 510 cach, annisl whseription i inchided s part of the
e o Working Papers

Country Beporn®

IMF Country Reporty provide compechensive material on economic

divelopmers and troaubs in menther coupinics, mchading key

Coountry Repos 02, 92=00,/370 aed 03,71 =-00 71 20 were musd in
FY203, 15 cach.

Copies of [MF publicaniors and videos may ba obssined from Publicatos
Servicos, Imanmmational Monctery Fund, 700 1%th Stroct, BNW., Wasksing-
tom, L0 IO431, UAA

Telephone: (101) 613-7430
Telefac: {202 623-7201

el publisasionrin my
Iteaeset barp S wwimf ooy

Addinonal information abous the 1MF and @y pablicanions ansd videos—
imchuding the curment Pablinochionr Cataler, 3 sarchshie TMF Pubfication
Petalbvise, and oedering wdormason s forms—ia available on e Wiorld
Wiide Wl [ wwrer, o).
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Press Communiqués of the International Monetary

\PPENDIX VI

and

Financial Committee and the Development Commitiee

International Monetary and Financial Committee of the Board of Governors
of the International Monetary Fund

PoRECRS

Washi D.C.,
Mnhn:%, umghn

1. The Irmumhunll Monctary and Financial Commitiee

held its sxth mecting in Washington, [3C_| on September 28,

2002, under the Ch.i.l.rrnl.mﬂ'dp of Mr. Gordon Browin, Charn-
celbor of the Exchequer of the United Kingdom,

The Global Economy and Financial Markets

2, The Committee observes that the global economic
FeCCAeTy 19 ptume.:ﬁnﬂ. .l]lhr.u.l.gh at a shower pace tham
expectod cardier this year. Growth is expectod to streigthen in
the mear torm, supported by a strong policy response acos
the international community. However, there remain down-
siche ks and uncemaintied, an well a5 medium-rerm
challenges ssociated with persisrent imbalances, undercoring
the meed fiw vigilance. IMF members should continue 1o be
ready to adapt policies as necessary in order o foster broad
and sustained growth, to srengthen policy and regulagony
frameworks, and bo support durable poverty redaction. The
Committee undersoores the importance of stability in oil mar-
kets ar prices reasonable for comsamens and producers.

4. In the advanced economics; growth gencrally b
expected 1o srengthen, However, mopetary policymakens
should remain ready to respond o developments whene nec-
cuiany and to easc policy further o the nsk of cconomic
weakness intersifics and milation prospects remain subsdued.
In Japan, monctary casing shoild help end deflagion, In mamy
cuisnlrics, there Is scope for automatic stabilizen 1o operate,
bt fiscal policy meeds 1o be amentive 1o the medium-term
challenge of consolidation in order to ensure sstainable debi
levels, improve the wope to respond ﬂ-n:n'hlr to e ecis-
nomic shocks, and help address challenges such as those
asiociated with populaton aging. Structural reforms shoald
also be pursacd vigonouwsly to further inxprose growth
prospects and strengthen resilience:

* [In the Lindveql Staves, the acthons under way to strengrhen
corpoaie governance, sccounting, and auditing are impor-
tant to underpin confidence;

COMMUNIEUES

* In Burope, Rirther reforms, particularly in labor and prod-
uet markets, are needed;

& [n r.lpurl,_ banking and corporate restructuring shoukd be
vigorowsly pursued, in particoler addressing, the issue of
nonperionming loans,

4. Performance in emenging markets has been mived,
reflecting both global developments and domestie cireum-
stances. While groavth in Asia has picked up srongly, several
economacs in Lanin Amernica in particular are facing & deteno-
raticst 1n condisiny due o cxternal dw:hq‘rm:m:‘:mmm-
specific vulnerabilites, and policy uncertaingics. In countries
tht have oo bo mancover, the policy stance should pemer-
ally remain scoommodative, bin countrics facing external
finencing difficulties will need to continue (o give prioaty 1o
restowing market confidence. The Committees welcomes
Brazil's commatment to sound policees. [t acknowiedges the
positive steps taken in rocent months by Argentina io address
its difficuly coonomic sitaatkon, and unges the authorites, in
cosoperation with the Fomd, 1o asove quickly to seach agree-
ment on 4 sustainable economic program that cosld receive
ithe St of the mternational financisl insgFtutions and pro-
vide the baxis for the reestablishment of stabiicy and grosath,

5. Many of the developing countricy have abso been
affeerexd by ghobal developmicnts and adverss movements in
commediny prices, a8 well gs domestic ciroumarances, The
Commiree reiterates the need for sustsined inernational
elforts to Aght poverty. The Global Dievelopment Compact
embadicd in the Monterrey Consensas and the Dioha Devel-
apment Agenda—based on mutual accountabality, commiry
ownership, sound domestic policies and institutions, goosd
governance, increased and more effective inermatonal sip-
pot, and commiatment o an open multilsteral trading
wystem—waa reatfirmed at the World Summiit in Johannes-
barg. The Committer looks forwand to the effective
implementation, with intermational assistance, of the MNow
Parnership for Adiica’s Development [ NEPADY) 1o srrengithen
institutional foundarions, governance, and infrastructure:
Stressing the oritical importance of techrical assistance to
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suppiart this efforr, the Committee looks forward to the
important contribution that the AFRITACS will play. It also
calls for i intermational asastance to address the human
and ecomamic toll cxacted by the droaght in southern Africa.
It alsas stresacs the positive role of the C15-7 initiatne in
improving prospects for enhaneod growth and redhsced
POVELTY.

6. The Commimes: underscones the vital importance for
ghobal prowth and effective development of schicving sub-
staritial prade liberalization in the Doba round of molklaeeal
wrade megotiations, which will benefit both developed and
develogang conintrics. Lirgent progress is essential in enlarg-
ing marker sccess for developing countries and phasing oa
trade-distoating subsidies in developed countries. Drevelop-
ing couninies shoukd also further liberalize their trade
regimes foomaximize growth and development opportunitics.
Trade-relared technical assistance is abso important to sup-
port developing countrics’ capacity buildeng,

Strengthening Crisis Prevention and Resolution

7. The Commimes weliomes the Managing Direcior’s
report on the IMF in a Process of Change, which sets our
the reforms under way to make the Fund moe effective in
proemoting greater financial stabality and stronger global
growth, the progress which is being made, and the agenada
for the pervosd ahesd.

8, The Committes supports the steps faken by the Fund
e imiprove the quality and effectivensss of its policy advice,
and to help countries strengthen policy frameworks and pre-
went crises. These are the key priositics for surveillance. Tn
particular, the Committec:

* stresses that gorous vulnerability asessments wall be key
10 the FPund"s orisis prevention efforms, and, in this regard,
welcomes the progress in improving the framework for
aspessing debe sustainability and Iooks foratard 1o its appli-
carion o all membscr;

* welcomes in this context the increased focus on the inter-
actions between external shocks and domestic
sulnerabilities, the strengthencd focus on global capiral
markets in the Fund's multilateral surveillance, and the
rocent steps to further impeove data proavisson by members
oy the Fundd;

= pmphasizas the mportance of surveillance of sstemically
impertant consttries and thelr impact on the ghobal
ECOTIaImY;

= suppurts the Fund's ongeang woek to ensire that sueveil-
Lance in program Oounircs reasscsseh coodiomic
developments and strategy from a fresh perspecrive; and

= underlines the need for high-guality and persuasive sur
veillamoe of all member countries to help them act
prompily (0 minimize emerging valnerabilities and avold
pl:_ll:il:i,u:; that might have e gative regiomal or global
effects.

The Commartes will revicw, at its next mecting, ways of
farther enllu'hdu; the cffectivenices of Fund surverlbance. Tt
looks forward bo further progress in the voluntary pablica-
tion of country stafl reports, butlding on the posative role
that improved transparency and data disscimination by the
Fund and its membership are playing in informing the public
andd supparting Anancial markel assesaments.
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9. The Committee nodes the subitantial progress on the
Financial Sector Asemment Program and the standands and
coxbes inftiative, including thekr increasing invegration into
Fund surveillance, Ir books forward o the formhooming
reviews of these initiatives, and calls on the Fund o consder
ways to butld on this progress, together with the Workd
Bank and rebevant standard-serming bodics, o addres gaps,
strenigthen rechnical ssistance, and promore broader partici-
panion. The Committes notes the impomance of enhanced
standards and princeples on corponatc govenmanoe, accouni-
ing, and anditing, and of stronger natonal praceice, It also
underscores the eole thar precautionary access to Fund
financing can play in safeguarding sound policy frameworks
in the face of uncertainty in mtcmational capital markets,
The Committee books forward 1o the fortheoming revicw of
the Contingent Credic Lines.

10 The Commirtee endorses the Fund's continuing wiork
on private sector invodvemcnt and a stromger framsework for
crisis resolution w prinvide members and markets with greater
clarity and predicrabiliy, inchsding about the decishons the
Fund will pake in crisis management. o panticular, the Com-
miittee welcoemes the work under Wiy T 1|;r¢-n-_ﬂ||1¢n the plﬂi;'!.-
on cxcepiional acorss 1o Fund resources. Thas involves more
clearly defined eriveria 1o justify exceprional aceess, and
arengthensd procedienes for early comubation sand decision
making, The prionty mow is to finalize and implement the
new framcwork, asd the Comminoe calls for a progress
report by the Spring mectings.

Il The Committes strongly weloomes the progress
musdde with the contracrual and statutory approaches m
restrcturig unsistainable svercign debis, It welcomes the
ongoang dialogue on collective actbon clauses in the G-10
and 1:|I!|1rr o with prinll: creditors anad :mn:rg:ir:l; marker
sweraign isswers. Going foewand, the Committee encourages
the officksl community, the private sottor, and sovercign
debi Esuems to continee working together 1o develop collec-
tHyve dction clavses, aid fo promode their early inclusion in
international sovercign bond issucs; in that regard, it wel-
comcs the reccnt decision by many countrics 1o G lude
collective action chases, The Committes also calls on ithe
Fund to consider the isues fiurther and to develop, for con-
silerathon at i fext meeting. a concrcte proposal for a
stanitory sovercign debt resractuning mechaism o be con-
siclercd by the membership,

The Fund's Role in Low-Income Counlries

12, The Comminoe supports the Fund's continuing molc
in helping poor countrics address the challenge of mectng
the Millennivm Development Gioals by suppoming economic
reformis aimed at sccclerating growth and n:chl.ciuﬁ paverTy
It welcomes the increased momentum in countries” efforts to
develop and implement thetr PRSP, and the Fund®s and
dopory” effons 1o align their suppon more closely with
PRSPs. Tt recognizes that there may be a peed 1o conséder
morlming: new FRGE resowrces if high demand for FRGF
fimancing continies. The Committcs strosscs the importance
ol sound macrocooniomic rameworks that can respond flexd-
by 1o changes in the external covironment; identifving ways
1o encourage higher and sustzinable goowth; pood gover-
TLEINCC, I-.r|1|1r-|;|'|."|.r|-g public cxpenditune and financial
management systems; and wsing poverty and social impact
analysly more systematically, and bullding country capacity
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in this arca. The Committee endodrages the Fund and
Bank to continue thelr collaborarhon on these issaes and
looks forearnd o reviewing progress. Funthermare, it looks
firward 1o considering the results of the Fund's work 1o
better mect the diverie mceds of 1t low- income members,
including those stemming from disruptive exogenous
shiocks and emergence from conidlicr.

13. The Committes welcimes the progres made on
the HIPC Initistive, allowing countries to benefin from
bower debt servicing and higher social spending. It recog-
nizes that significant challenges remaln b0 cnsure that
couniries achieve a lasting exir from unsusrainable debe.
The Commirnes reaffirms the commitment 1o implement
the initiative and finance it fully to help countries overcome
the barden of unmetrainable debe, and underscones that the
HIPC Inftiative has the Hexibsiliey wo provide additional
diebr relicl at the complerion poine to help countrics tha
have suffered a fundamental change in their economic cir-
cumstances due o exceptional exogenons shocks, These
clements, together with sustained commitment to sownd
coonomic policies—including cfforts to improve resilience
1o external shocks, to manage debt prodently, and o rein:
force good governance—and new fnancing on
appropriately concessinnal termis, should provide a bagis for
bong-term sustainability, The Committes notes that the
financing shortfall in the HIPC Truss Fund could be up o
51 bdllion, and weleomes the recent pledges of suppart. Tt
calls on other governments 1o make firm pledges and con-
rribasticmns as o mamer of urgency. Farthermaore, it urges all
official and commercial creditors that have not ver done o
o fully participate in the HIPC Initiative, The Commitioe
acknowledges that the issues of HIPC-to-HITC debr relicl
lnd credivor litlgadion rilse serious sy that should be

:mnn'ngl of Terrorism

H. The Committes welcomes the sctions taken by
meany countries (o combar money Bundenng and the
financing of terroriam, in response to the action plan
;per.d in Crttawa bast vear, and urged countries that have
nert fully responded o do so wrgently, 1t also urges ragpid
progreds on the cxchange of information between author-
tics. The Committee commends the subsaneial progress
made by the Fund, in close collsboration with the Bank,
in advancing the action plan, Tt endorses the conditional
sddition of the Financial Action Task Force (FATF] rec:
ommendations to the st of standards and codes for
which Reparts on the Obsenvance of Standards and
Codes | ROSCs) are prepared, and looks forward to the
final adopibon of the methodology and an carly stant of the
12-month pilot program of asessments and sccompany-
ing ROGCs. The Committes encourages counimies to
make available additional cxperts and resources for the
IMF/Warld Bank pilot program, welcomes the pledges
made so far, and urges the [MF and World Bank to codr-
dinate closely with the sthong inteérnational and bikateral
cffors o provide critheally impomant technical assistance.
The Committes looks forsard to an ingerim report ag its
next meeting and & full report at the conclusion of the

pllct program.

PRESS COMMUNIGUES

Other lssues

15. The Commites weleomes the adoption by the
Fumid's Executive Bodrd of new guldelines on conditionalioy,
thus bringing 1o 3 successful condusion the review of cond:-
ebmality initiated by the Managing Director fwo years aga,
The consditent implementation of these guidelines will help
enhance the effectiveness of Fund-sippomed programs by
fostering national cwnership and sreambining conditonaliny,
focusing it on clements citical to the succcss of members
cooaeamie programs. The Committee stresses that strength-
ened coflaboration with the World Bank is an invegral part of
these effoms o enable hoth nstitutions to proside comple-
mcnkary and effective support.

16, The Committce strosscs the importance af the Fund
having adequane resources po Falfll i fnsncial responsibili-
ties. Chuotas should refiect developmenis in the invematinnal
ceonamy. The Committee mobes that the Executive Board i
contimuing it conskleration of the Twelfih General Review of
Chascitas and will present s repost o the Board of Governons
by Janawry 2003, It recommends an early implementation of
the Fourth Amendment.

17, The Committec welcomes the first report of the
lisdependent Evaluatdon Office on “Proloaged Use of Fund
Resources™ to the Executive Bourd. It welcomes the essalb:
lshment by Fund Management of an intermal task force to
propose stops i carry forwand the report s recommcndations,
a5 AppapEane,

I8, The next mesting of the IMEPC will be held in WWash-
ingron, D00 an Apnil 12, 2003,

Annex: International Monetary And Financial
Committos Attendance

Scprember 28, 2002

Chafrovmm

aordon Broeam

Managimy [drecior

Hors: Kahier

Mewvivery ov Alternmecs

Thrahim A, Al-Assaf, Mindster of Finance and Mational
Economy, Sandi Arabia

Jnikics Marechow V., Bossa, Minster of Finance, Angola

Sir Edward George, Governor, Bank of England, United
Eingdom
{Alemate for Gordon Brown, Chancellor of the
Exchequer, United Kingdom)

Tabias MNbobrega, Minister of Finance, Repablica Bodivariana
de Vieneruela
{Alrernate fior Diego L. Casrellanos, Governor, Banco
Ceniral de Vienceacla)

Peter Costello, Treasurer of the Commonwealth of Awsaralia

Dai Xianglong, Governor, People’s Bank of China

Ermst Welteke, President, Deutsche Bundesbank, Germany
{Alternate for Hans Eichel, Minister of Finance, Germany )

Micolls Evzagubrre, Minster of Finance, Chale

Gieir Hilmar Haarde, Minister of Finance, locland

Hana Hoogervorst, Minister of Finance, The Netherlands

Molammed E. Khirbash, Minmster of State for Finance and
Industry, Uniecd Arab Emararcs

Adekesci Kawlrin, Deputy Chalrman of the Government and
Mimaster of Finance, Raissian Federation
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Mobammed Laksac, Governor, Bangue d"Algéne

Pedro Sampaio Makan, Minister of Finance, Brazil

Tuhn Mankey, Minister of Finance, Canada

Francis Mer, Minisaer of Economy, Finance and Indusery,
France

Paud H. OFNedl, Secretary of the Treasury, United States

Dadier Keynders, Mimister of Finance, H-rng.u'n

Svahril Sabirin, Governor, Bank Indonesia

Musari Hayami, Governor, Bank of Japan
(Adveenate for Masajuro Shiokaws, Minkver of Finsnce,

I )

]‘mﬁ.ﬁngﬁ. Minister of Financoe and Compamny Affairs,
India

Paul Towngid, Minlster of Stave, Minkster of Finance,
Ecomomy, Budger and Privatizacion, Gabon

Giulio Tremonti, Minister of Economy and Finance, lIraly

Kaspar Villiger, President of the Swiss Confederation and
Minister of Finance, Switserland

EMmrryerr

Yilmar Akyue, Direceor, Division for Globalizatson and
Development Strategies, United MNations Conference on
Trade and Development [ LNCTAD)

Andrew D Crockert, Chainman, Financial Stability Foram
(FSF)

Willem F. Duisenberg, Presicent, BEuropean Central Bank
(ECR)

Anddnd [card, Deputy General Manager, Bank for Interma-
tional Scitemcnis [ BIS)

Doald [, Johnaton, Enurhq'-l'.'-}n'm:l., l."}lr!,anilal:lun fear
Feonomie Cooperation and Development { QECD)

lan Einnibargh, Direoor, Development Policy Analysis,
DPeparment of Economie and Social Adfains, Uniced
Martons (LN

Eddy Lee, Director, International Policy Group Departiment,
International Labor Crganizatian (TLOY)

Trevor A Manuoel, Chairman, Joint Development Comumittee

Pedm Solbes Mira, Commissoner for Economic and Monc-
tary Affairs, European Commissdon

Supachai I'wmhpr.ihi Diarectoe-(seneral, World Trade

(WTO
Jamies I3, Wolfensohn, President, World Bank

Seventh Meeting, W D.C.,

II‘Z,.IH“HE ashington

1. The lnternathons] Monetary snd Financial Commines
held its seventh meeting in Wshingron, 13,0, on April 12,
2003, under the Chairmanship of Mr. Gordon Brown, Chan-
wellor of the Exchequer of the United Kingdom,

Global Economic Outlook

2. Mecring at a time of cconomic uncertainty, the Com-
muttee realfirms it commitment (o close international
cooperation Lo strengthen confidenee and suppoen the global
recovery. It underscores the importance of continsed vig-
lemce. But with reacliness to adjust policies as necessary and
derermined further action oo the structural front, the wodd
economy has the prospect of strengthening growth and
repewed prosperty. Substantial and concrete progress with
mialtilareral trade liberalizaion s a key priorey for the com-
g months and has the full political commicment of
Ministers,

136 ANNUAL REFORT 2003

& In the advanced cconomscs, sound fundamsentals and
policies should deliver stromger growth in the second half of
the vear. With inflidonary pressures well contained, monetary
policies shoold remain sccommandative, and in many cogn-
trecs there is room 1o esse monetany policy forther iF nesded,
O the fiscal sade, the automatic stabilizers should be gener-
ally allowed 1o operate, though in many countrkes action i
peeded v sddeess medinm-term fscal pressunes, incheding
those ansing om aging populations. The sbhanced
ceonomies have a shares] responsibality (o go forther i imple-
menting structural reforms—to enbance prospects for a
sustained broad-based woedd recovery thar helps correat
global imbalances. In the United Stares, policies consistent
with a sound medinm-rerm fiscal position remain impogtant,
In Europe, labor and product market reforms neod 1o be
sccelerared. In Japan, further steps are needed o strengrhen
thie banking and corporate sectors and end deflation, acoom-
panicd by a start toward strengthening the medium-term
fiscal position.

4. Emecrging market countries will need to continue o
strengthen their policies for macrosconomic sabiliny and
structral reforms wsd therefore their resilience to sdvere
global developments. In countries facing cxternal financing
comsraints, cffors o soigain macrocoonamic stabslity wall
continue (o be key o restorng confidence. For all oountries,
the continued implemenianion of refomms mo sreagthen bank:
ing and corpaorate sectors and underpin growth remadns a
prionry. The IMF has a key robe to play in supporting these
cifons,

5. Prospects for scronger growth in low-incomse countnics
should be supported by improved cconomic policics, stronger
institutions, progress in resobving regional conflicn, and
increased donor resources, including through debe relicf
wider the HIPC Initiative. Sustained impleméeniation of
sound polickes, suppontod by strong ownershiip and the Mon-
terrey Consensus, will remakn ey 1o reducing poverty and
mecting the Millennium Development Goals [ MDGs),
African oounitrics need To conilmse o press ahead with the
wide-ranging reforms ermbedded in the Mew Partncrshap for
Adrica’s Development | WEPAD —in particular to imgerove
the quality of their insttutions and ensure peace and securny,
The Cowmimitice retierates the importance of fechnical 2w
tance, inchsding the contribution of AFRITACS and other
regional pechnical assfstance centers. It calls on the inrerna-
tional community 1o urgently mobilize additinal assisance
i aclelress thic seriows food |I'|.nr|:5¢ i Afmica,

6. The Committee notes that the presont situation in Irag
poscs significant challenges, with an urgent need o rostore
security, relieve homan suffening, and promote sconoamic
growth and poverty reducion, We support o further LN
Security Coundl resolution. We further note that engage-
ment by the inemational community, inchueding the Bretton
Wioods institurions, would be essential for sustained eco-
naemic, social, and pnﬁl:iﬂl dmﬂnpu'ucm; in [n.q_., rmr.r_p;'limig
that the Iraql people have the responability o implement the
right podicies and build their own farare. The IMF and the
Wiorld Bank stand resdy to play their normal mole in Irag's
redevelopment at the appropriate time. They will also momni-
tor closely the impact of the conflict on all their members and
stard resdy to help and support those adverscly affectesd. e is
important oo sdidress the delbst Bsae, and we book forward 1o
carly engagement of the Paris Cluls,
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7. The Committoe—having greathy bencfved rom the
views of Dir. Supachal Pandichpakdi, Direcror-General of the
Wiorld Trade Organkeation—underscones the urgency of con-
erete progress roward multilateral trade liberalizasion wnader
the Doha Round through the continued commitment of the
international community. This will be entlcal in supponing
higher economic growth and poverty rediscrion, and enabling
developing countnics to participate more fully in the benefits
nfg]nb:.l:ul.nfl The Committee accordingly calls on imids-
tral, emerging, and developing countnes to play thewr pan in
rencwed clfors to address obstacls 1o fsrther progress in
sdvance of the ministenial meeting of the Waorld Trade Chrga-
mizafson in Cancin next September. Lirgent progress &
necded in a numiber of arcas, including agricubture, where
better market acocss and lesver trade distorting subsidies are
particularly important for developing countries. The ITMF, in
collaborarion with other intermanonal insttutions, stands
m-d?tunwﬂ't miemibers’ closer regional cooperation in the
context of decper inbegrathon o work] markets.
Sirengthening Crisis Prevention

8. The Committes reiterates the importance it attaches tio
strengtherang the [MF's crisis prevention capacity and wel-
comes the sicps in many eoaintrices i improve eoonomie
resitience and Bnancial stability. However, there is still room
fior further improvement. Grolng forward, sustained imple-
mentation of 3 strengthened framework of bilateral, regional,
andd mialeilateral surveillance will be cisental to provide more
robiist sscamcit of erisis valierabilithes, deb sustainabilicy,
currency mismatches and other balance sheet and capital
acoount developments, as well as further progress in strength-
cning data plm':l.nml o the IMF and dita dissermination tis
the pubdic.

9. The Commines weliomes progress with the stamdards
and coles process and the Financial Sector Assessment Pro-
gram (FSAP) and the role these play in enhancing IMF
surveilbince, [t calls on the [MF o contifive to move foraand
with these imitkatives to strengthen members’ instinutions,
poticy Frameworks, and financial seotor, including through
technical assistance. It siresses the importance of further
enhancing the quality and effectiveness of standards and
coddes amcssments, and calls on the IMF 1o implement quickly
agrecd measares to strengthen prioritizackon, technical assis-
rance, and follow ap of FSAD and ROSC asesments. In chis
oonrext, the Committes looks foramard 1o the further work of
the Financial Seabiliey Forum and standard-senting bodies on
strengthendng the content and coverage of standards in
accounting, auditng, and corporate govemance, and on
impreving ransparensy and financial disclosure.

10, The Committee supports the IMF's continoed offiorts
o make survelllance more comprehensive and accountalble,
inclading through serengrhening the IMF's policy advice on
reducing vulnerabilities; greater attention to the spillovers
o podicies in counirics of systomic or regiona] Impoetancs;
more cffcoive wse of the IMF's eross-country experbenoe;
enhanced awareness of political economy factors; and bring-
i tex bear & fresh perspective in surveillance of program
cominaries, The Commitice looks forwand to the IMFs further
work on survcillance and othor onsis prevention issacs and a
roport o progncss for this year®s Annual Mectings,

11. The Commirtce welcomes the increase in voduntary
publication of country staff reports, but naotes that the rate of
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publicatson across countries and regions remaing uncven. [t
looks forward vo fusther progress through the forthooming
review of the LIMF's cransparency policy, and stresses that the
cardor of the IME s analysis and advice should be preserved.

12, The Commitice cmphasizes support for ways to
achieve the objectives of the Contingent Credin Lines {CCL)
in encouraging policies to redisce vulnerabiliics and proadid-
ing 2 means of suppore o members with strong policies in
dealing with ghobal financial developments. It looks forward
fir a report on how best o promote these objectives following
the conclision of the review of the faciliny.

Improving the Copocity to Resolve Financial Crises

13. Effective cnsis resodution mochaniims, by promoting
saend podicics and bettor functoning capital markets, con-
wribuge 1o crisis prevention, The Commires weloomes the
srengthened frameework on scceds po [MFP resources. This
inclades: the substantive critenia for exceptional access in capa-
fal aceomnt cnscs; and strengthened procodures, such as carly
imalvement of the Exccutive Board in the process and a sepa-
ranc roport evaluating the case for exceprional aceess,
Consistent implementanon of the framework will prosvide
memrbers and markets with clarity and predicabiliny aboius
IMF decishons in crises.

14. The Comnuttee weloomcs the incluson of collective
actbon clauses [CACs) by several countries, most recently
Mexico, in international sovereign bond issuwes. Tt abao wel-
coumses the snnouncement that, by June of this year, those EU
coumntrics Bsuing bonds under foreign unsdections will
isclonde CACs. The Conmittee welcomes the wark of the
G- 10, emerging markets, and the private sector in congnibuat-
ing to the development of CACs. Iv looks forward o the
inclusion of CACS in international bond issues becoming
standard market practice, and calls on the IMF o promote
the voluntary inclusion of CACs o the context of its surveil-
lance. The Commirte: welcomes recent initkatives 1o
formulate & voluntary code of conduct for debaors and their
creditors, which will improve the restrscturing process, and
encourages the IMF to contnbute to this work,

15. The Commirtee weloomes the work of the IMF in
developing a concrere proposal for a staturory soverelgn debt
restructuring mechaniam (SDRM) and expresses its apprecia-
gion for the IME management and staff’s efforts. The
cxtcmsinve analysis and consaltation undertaken in developing
the proposal have served wo promote berter understanding of
the issues to be addressed in bringing about orderdy resolu-
o o crises, The Managing Director’s report sets out the
current position. The Commitice, while recognizing that i &
not feasible nonw o move forward to cstablsh the SDEM,
agrees that work shosibd contimee omn (ssues ralsed i its devel-
opment that are of general relevance 1o the orderly resolution
of financial crises. These ssoes inclade intercreditor cquity
consderation, cnhandng transparcncy and dsclosune, and
aggregaton msucs, The IMF will report on progres at the
Committe: s next mesting.

15, The Commities reeognizes the urgent noed 1o
address the challenge of mecting the Millennium Develop-
ment Goals, and reiterates that the IMF cootinues to have an
mpartant role 0 play in assistng low-income countncs’
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progress towand them. This will require enhanced effons by
developing dnd developed countres working in partnership,
The Committee stresses the importance of wand macnoseoo-
nomie policies sl strong public cxpenditire and fAnancal
management systemas, The Committes recognizes the ungent
need bo enhance marker access and to increase the level and
ciicetiveness of donor rescurces for developing countrics.
Proposals vo achicve this, including Gcilitics, arc being con-
sidered, and the Commimes looks fopaard o progress in the
coming months. Building on countrics” Poverty Redusction
Stratcgy Paperns ( PREPs), the Committee cncourages the
IMF 1o work with kinv-income countrics to strengthen fuar-
ther the alignment of the PRGE, domessic budges, and the
PRSP approach. This will be facilitated through more realis-
fic eCOnUmaE priojoctions, sstcmatic analysis of the sources of
growth, clfective Bank-Fund collaboration, and fexibility in
program design, including o sccommodace higher aid
inflows, The Commitice encourages donors 1o coordinare
and harmonize their assistance in line with PRSP prioritics,
and to provide technical assistance o help memibers baild
the nesded capacity to design and operationalize PRSP
ararcgies andd 1o improne public expenditure management. Tt
uﬂ:!nfurﬂﬂumknﬂth:fnﬁ:ﬁuhﬂtﬂmmﬂiuﬂ
poverty reduction, including the robe of the privite sector.
The Committee also hooks forwarnd to the review of the role
of the IMF in low-income countries over the medium term,
and its paper on h:lpin!-. lioww -iciame commtries to dieal with
shoscks.

I7. The Committee welcomes the further progress made
in imsplementing the HEPC Indtiagsive, bat notes that some
countrcs have cxperienced delays in reaching the completion
poing, and that other eligble countries are Bcing obstacles mo
parteipation in the Initiadve. It ook forwand 1o a review of
these issues ot its nest meeting. The Committee reaffirms its
commitment to the full financing of the Inmiative, 1t urges all
creditors to partscipate fully, and encourages further Bank-
Fund cifoms 1o help credinor and deboor countries address
HIPC-ro-HIPC deba redicf and creditor hngaton mswes. It
emphasizes the need to ensure bisting debt sustainability,
which will require both the full implementation and Gnancing
of the Initlazive, and continued seand exonomic policics,
pood governance, and prudent debt management. In this
contest, the Committee welcomes the effisrts by some coun-
trics to prowkde additional delst relied” beyond HIPC germs,
The Comedttes supports print Bank-Fund sork 1o iniprove
its asscssments of longer-term debt sustainability for heavily
indebted poor countries, and looks forward o 2 progress
report at the next mecting.

Other Issves

18, The Committee welcomies the further actions by
members to combat money laundering and the fAnancing of
terrosam, and notes with satisfaction the progress with the
12 masnth pilot program of AMIACFT assessments, It
underscones the impontance of continued close cooperation
between the IMF, the Waorld Bank, the FATF, and regional
bodies 1o complere the pilot swecessfiallly, and of further
enhancing the delivery of critically needed technical awis-
tance, The Committce encoorages all memben o adope
AML/ACFT Laws and practices conststent with the agneed
internansonal standards, and books foreard 1o a full repost ar
the conchision of the pilor progrem.
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1%, The Committes conskiers it important that, as
pointed out in the Momterrey Consenaus, all memibers shoukd
have an adequate voice and representation in the institution.,
Tt sweledarics recent admibnistrative steps to strengthen the
capacity of the African constimuencies. The Committcs notes
that the Twelfth General Review of Quotas has been con:
chided and thae the IMF is well positioned to meet the
profected necds of s members. The Committoe looks for-
ward po receiving a starss reporn by the 2003 Annieal
Meectings on the sdequacy of IMF resources, the distribwtion
-nl'n:r_l.u.ﬂ:u.,.:.u.d measures to stremgthen [MF governance, con-
sistent with the resolution of the Bosrd of Governors, in the
context of the Thimeenth General Review of Quotas. The
Commiitee recommends completion of the nitification of the
Fourth Amendment.

20, The Committes welcomas the thorough follow-up
being ghven to the firt repon of the Independent Evaluation
CHfice on prolonged ase of |MF resources. It looks forward
b future TEQ repaorts a3 a way of enhancing the lstening and
learming culture wathin the IMF.

21, The Committes expresscs its appreciation of the work
of Eduardo Aninat 2 Deputy Managing Director,

22, The next meeting of the IMFC will be held in Dubai,
on Seprember 21, 2003,
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PR ES S

Sixty-Sixth mwmw D.C.,

1. We met toskay 1o disciss implementation of the strate-
gies and decivions agreed in Mongerrey and Johannesburg
and schieving debt sustainability o heawily indebsted posr
COMITHTICS,

2. At ot mectang last April, we welcomed the very
important progeess achivved in Monterrey laying oug a new
panmnership between developed and developing countrics,
baxed on mutual responsibility and scoountability, bo achicve
micasurabile imgerovemcnts in sustainable groweh and poverey
reduction. We welcomed the annaumcements by a number of
daodurs of significant increases in their QDA Earlier this
moath, the WASD conclided in Johannesburg with a number
of decisions that provide additional direction to our sk of
cradivating poverty and achicving sustainable development, A
sericy o imposrtant commitments were made in the areas of
warer and sanitagion, cnergy, health, agriculmure, biodivenity,
and ecomystem management, accompanicd by the buanch of
implemeontation inktatves, Today we commirted oarsclves
with a new vigor and determination 1o implement the agreed
strateples and parmerships and voowse owr funune meetings
reglardy 1o review progress through clear and messurable
imdicatoes, Buikding on the cutcomes of Monterrey and
Johannesbung, we also mtend po have funder Giscussions on

ghobal public goods.

COMMUMNIGUES

3. The global community must now convert the kleas and
the shared approaches agreed in Doha, Mosterrey, and
fobannesbung inbo conerete action and meassre ongoing.
progrcss, Experscnoe has repeatedly shown thar progeess will
onily e made chrough implementation of soumnd and ssrain:
able conntry-driven srategies. Tio make exdsting and mew xid
commitmsents mone elfective, these strategies must also be
suppored by berer coorlinstion and conperation among
development partners and by effecive alignment of donor
wupport with counmmy straregics. We anderline oar commuit-
ment to work together and with civil society and the prvate
sector, iwnder the lesdership of the government concermed, in
a coherent way to achieve concrete results.

4. We realfirmed the crucial importance of tradc as a
soiarce of grometh and poverty redoction. We recognized thar
it is cisemitial for developed countries o do mdare o open
their markets and climinste trade-distoning mbsides for
proshicts that roprosent major potentkal expons for develop-
i countnics, such as agrculmine, teatiles, and clothing. Ar
the swme time, we rooogpiaed the imporance of continwed
ciforms towands trade iberalization in developing countrics as
part of an overall development strategy, in conjuncEon with
the necessary policies and capacities thar facilaate an sppropn-
are supply response and mindmize the sdjustment burdens on
the poor, We thereliore welcoumed the increased ammention 1o
trade issucy in the work of the Workd Bank and International
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Monetary Fund in suppon of a successful Dobia Development
Agenla, We urged intensifiesd efforts to mamstream mrade in

the development dialogue with the Bank’s members, with an
enhanced operational focus on budlding both instisutional and
physical capactty v help developing countries take advantape
of mew trade opporunities,

5. Last April, we endorsed a World Bank plan to help
make primary cducation a reality for all chibdren by 2005 and
gender equality in primary and secondary education by 2005,
Tinhay we reviewed implementarion of the Past Track Indria-
tive andd requested a progress report on results achicved for
owir next mocting. In addithon, we considerad the challenges
of scaling up activiehes in two sdditeonal areas—HIV SATDSS
Communicable Diseaces and water and sanitavion. We wrged
the World Bank to pursec its work in these areas,

6. We cndorsed the overall approach set oot for discus-
o (ol For making resulis central ro the management of
development programs in both developing countries and in
development agencics. We urped the Bank 1o expedite imple-
meentation of the action plan for increasing its results
omcntation and 1o ivensely 13 work with multbaveral and
bilateral parmers 1o share information on planned and ongo-
ing country development activities, including diagnostic work
and opcrational suppaort, as a basis for enhanced abignment of
dopor support for national development strarcgies. We also
urged incressed wie of point evaluathons of donor programs,
capecially for comntry and sector progran support, to comple-
mecnt asscments of individual ageocies” perdformance,
inclading as development partner. YWe highlighted the need
for increased and coordinated donor supporn bor capacity
building, including for results-onented monitoning and evaby-
atien and seatistics. We askcd the Bank to report on these
effrts &t our next mecting.

7. We recognized the nocd for intenaified cfforts to har-
mandzc operational policies and procodinres of bdlateral and
madtilsteral agencies an the institutonsl amd counsry levels so
a5 o enhance aid effectivencss and efficicncy and promose
greater ownership by developing countrics, We committed to
further sction in streamlining such policies, procedures, and
requerements over the period leading to the high-level fomm
schoduled in Romac in February 2003 and beyond,

8. Recognizing the special challenges faced by Afnica in
mecting the Millennium Development Goals, we nrge the
Bank and the IMF v scale up assistance o these countries
and to build on the NEPAD initiative a5 a unique opporm-
nity to make significant and quick progress building on

9. Chr discussions have reinforced our conviction thay
maajor progress on achieving the Millennium Development
Goals is possible. What i needed now is determined imple-
mentation of agreed stratepics and partnerships on the pan
of borh developed and developing countries, as well 5 mul-
tilateral agencies, and the sctting out of a clear framework
idcnnfang responsbilitics and acoountabilitics by which
progress can be regularly measured, The Developmena
Committee inténds to contnbare o moving this implemen:
tation agenda foressrd through regular mondtoning and
revicw of the policics, actions, and outcomes needed to
achicve these goals. We request the Bank and the Fund o
present proposals st our next meeting for king this fos-
ward, while recognizing the role of the United Nations in
msonionngg the MINGs.
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10. The Monterrey Sumimet abso siressed the importance
of greater coberence, coordination, and cooperition among
miultilateral organizations and the need oo broaden and
strengthen participation of developing countrics and coun-
trics with cconomics in transition in intormational decision
making and nosm sceting. The Summit encoiraged the
Waorkd Bank and the IMF o find pragmatic and innovative
ways to further enhance participation of these countries and
thereby to strengthen the international dialogoe and work of
these imstitutions. We requested the Bank and the Fund ta
peepare 3 background docwment 1o facilitate consideration of
these important el at our next mecting.

11. We welcomed the continued progress made on the
HIPC lminiarive and reconfismed our commitment o its
implementation and full financing, We fully suppoe the
obpctive of helping our pooress, moss heavaly indebted mem-
bers achicve an enaduring cxit from wnsustaimable debe but we
reognize that considerable challenges remain. Success will
regpuire: 3 sustained commizment by HIPC countries to
improscmients in domestsc policics and economic manage-
ment; capacity bullding for the management of financial
anseis and [Fabilicies; full participation and delivery of relicf by
all affected creditors; and sdequare and sufficiently conces-
sicnal finamcing by international financial instinotions and the
donor community, We call upon all official and commercial
credivors thar have not yer done so to fully participate in the
HIPC Iniriative. We have asked the Bank and the Fund o
undermake an early review of the difficult bsoes of HIFC o
HIPC debe rclicf and ereditor litigation. We stressed the
urgency of meeting the Anancing shortfall of the HIPC Trus
Fund, which could be up to 51 billion. We weleomie the
recent announcements of sepport and call upon other dooor
conumtrics o mske firm pledges and contribathons as carly &
possible. Ar the same fime, we reaffinm our commetment o
crsunmng that the cost al debi rebief to DA is not permitted
1o cosmprommise [DAs resounces, and we note the armange-
ments in place o scoomplish this objective,

12, We reviewed further expericnce with PRSPy, which
confirmed the broad findings of the joint Bank /Fund review
earlier this year. The Committee is encouraged by ithe
increased momentum in coanries” effomns 1o develop and
implement their PRSPs, We call on the Fund and Bank
rogether with all dondrs to align their support with counery
PRSP and to eollaborate with each other bo: strengithen their
analysia of the sources of growth; sreamline conditionality;
help countmies improve their public expendsture management
LpNICITS; facilitate an environment conducive o POvale seCTor
development; and intensify elfors o belp countries whder-
rake poverty and social impect analyses on 3 More SYSICTRAaLE:
basis.

13, Finally, we reviewed the role being played by the
Bank and Fund, in collabofation with other btermathonal
instifugions, in combating money Busdenng and the fnanc-
i.ng-n-l'lm'nriim LAMLACEFT ). We endome the conditional
addmion af the FATF 40+8 Recommendations o the list of
intermational standards and codes wieful to the operadonal
work of the Bank and the Fund, and the condithenal begin-
ning of the 12-month pilot program of comprehensive
AMLACFT assessments and accompanying ROSCs, in accor-
dance with the voluntary, conperative, and uniform approach.
Wi encoarage the Bank and the Fund o contimse to bne-
grate these issues nto their diagmstic and surveillance work
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in line with their respective mandates and o enhance their
technical and capacity-building cifors,

14, We express our deep condolences to the family of the
late: Mr. Bernard Chidzero, formser Minister of Finance of
Zimbabwe. Minister Chidzero served with great skill ama dss-
tnceion as Chairman of the Development Committee from
1986 o 19910,

15. The next meeting of the Development Comimintes
willl e held in Washington, DG, on Apnl 13, 20403

Sixty-Seventh Meeting, Washington D.C.,
.nl.pr[l 13, 2003

1. We met tosday 1o review progress in the work of mple-
menting the strategies, panerships, and sctions agresd in
Monterrey and Johannesburg to achicve the Millennium
Development Goals! and to consider ways to enhance the
visice and participation of developing and transition countrncs
B OIF INSTITSOnS,

2, Since our meeting kst fall, the global environment has
becoame more whcertain. Skower economie growth, the war in
lraq, and failure o make more substantive progress on the
Doha Development Agenda add to the challenge of imple-
menting the global development agenda, We therelre
stroiyely reaffinmed our commitment to the gholial effon
necdhed 1o reduce poverty in developing and ransitkon coun-
eries and achieve the MIDGs.

2, To accelerate progress toward these and related goals,
we emphasized the need fior policics by both developed and
developing countrics in pantnership o goncrate iToRger coo-
nomic growth complemented by actions to enhance the
capabilities of poor people 1o participate in growth and sccess
key social services. For g comintries, three mderre-
lazed areas in parmicular requare serengrhened effiorts:
improving the envinosnment for investmient and private sccior
activity, including macrocconomic stabifity and supporting
infrastrscture; srengthening governance, including public
financial mansgement, and capacity in the private and public
sector; and increasing human capital through broader and
musre effective delivery of basic and social sendoes 1w the poor.
Such stronyger reform effomns by developing countries woulkl
lay the foundstions for enhanced growth and privare financ-
ing. As agreed af Monterrey, these efforts need to be matched
with stronger support from developed countrics, in partscular
through inercased marker sccen Bor developing coumniry
expots, debe relief, and increases in the volume, predicrabiliy
and effcctivencss of aid. Propasals o achicve this, incuding
facilities, are being considered, and we look forward 1o
progress in the coming months, We are pleased that on April
8, 1A’ Thimeenth Replenishment became effective. We also
reaffirmeed our commidtment o increased assistance o thie
sub-Saharan Afrcan and other countries that face special chal-
lenges n mecting the MDIG

4. Chn imprewing aid quality, including s delivery and
management aspocts, we called for swift progress in imple-
menting the results agenda and the agrecments in the Rome
Declaration on Hirmonizathen, We underlined the central
impontance of anchonng strengthensd efforts in country-

iFrom the UM Millenniem Declaration, eodored by Heasds of
Sawte and CGonernenent in the LN General Assembly on Septembser 8,
D00
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owned strategies, a6 set out for low-income countries i
PRSP, inked to national budget processes and providing the
conntry context within which donors and international agen-
cies can align support.

5. We welcrsmed the progress on developing a global
monitoring framework bo allow the Committee to regulardy
asses progress and to reinforee sccountabilithes among devel-
oping and developed countries, as well & instinitonal
partnces, for the polscies and actions for achieving the MPGs
and related outcomes. We urged the Bank and the Fund o
comtinne to work dosely with partner agencios—LIN,
regional development banks, OECD/DAC, and WTO—
using insttutional mandates to guide the division of
responahbilitics for monitonng wark. We called upon both
mialtilateral agencics and bilareral donors to take the neoes-
aary steps to refine and harmonize their instraments of
anahais and messurement, In this context, we urged the
Bank, working in a participatony manner, o congimee o
improve the Country Policy and Institutional Asscssment
(CPLA ) methosiology and the ransparency of 15 application.
The uegency of the work on stanistical capacity boilding, cpe-
cially for those countrics most at risk of not meeting the
MDGs, was underlined. We look foraard to the next global
AsOnitoHRg report

6. Confinuing progress on the Fast Track Tnitistive on
Educanon for AN was u'l:ln:lmtd,aJl:hnuB.h we mcuwui:md
that mare needs o be done 1o follow up on the cominitment
i sdequarely fund the inlial seven countmes and 1o provide
the required support to other countries that moct the cligibal-
ity cmiteria. Furthermare, extra effortx are needed to achieve
the 2005 MIDNG on gender parity i access to primary and sec-
ondary education. We asked, before our next meeting, 1o be
informed on progress, We revicwed progress on water andd
saniation and underlined the important contrbuation that
these make (o the other development goals. We welcomed
the Bank’s recent srategy to enhance suppodt to the water
scctor and look forward to its imgplemcntabion. We notcd the
recent report of the Panel on Financing Water Infrassruscoure,
and asked the Bank o oonsider, befiore our next mecting,
how it can implement relevant recommendations of the Panel
repont. Wi also conssdered progress in health and HIV /AIDS
and encouraged the Bank o strengthen ferther s coopera-
don with ocher partners and to intensify i effors at the
country level, While each service scctor will have o find i
ovm approach o aceclerabng progress, we underlined the
importance of anchoring the cffors 1o achseve MIMNG goal in
coininy-owned siravegies such a5 in PRSP for low-income
countrics. We siressed that sound policies and effors by
developang countrics should be supported by adequate and
appropriate fnancing and we asked the Bank vo nepore on
progress in this regard ar our next meeting.

7. We emiphasized the cntical rode of investment in infra-
structune for economic growth, and its Bnkages with the
proviston of social services and the artalnment of the MG,
We welcomed the Bank's renewed commitment o increase
s support o such mvestment and asked the Bank (o report
o i3 farther efforts ag our nest mocting.

8. Trade remains of crucial imporance 1o growth and
poverty reducthon, At a time of global uncercainny, it b even
more important to demonstrate that mulknlateral cooperation
can sueceed i mocting the ambitons argets sot for the Doha
Dievelopment Agenda. We wrge countrics to come 1o an
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agrocmcint quickly i those arcas where [hoha desdlines have
already been missed, Ivis esenial for developed countries o
o more to liberalize their markess and climinate trade-dis-
torting subssdics, mcloding m the areas of agricabiure,
teatiles, and elothing, which are of partcular impomance for
developing counmmes. Ar the same time, we emphasize the
importance of trade facilitation end Bberalization cfforns in
developeng countmcs. These cfforts must be infegrated into
an overall development strategy, tn conjundtion with the nee-
easary polices, nfrastrcnire, and insntutional capacities thar
strengthen their ability o participate in internatonal trade.
Wi call on the Bank and the Fund to continue to step up
their eiflorts 1o support trade. We urge that Riture Country
Assistance Strategies include rade-enhancing lending opera-
rions and capacity boilding for member coantrics where such
tradc-related support is a chear country printy.

9. Enhancing the volee and eiffective pamicipation of
developing and transition countries in the work and decsion
making of the Bretton Woods Institutions can contribute
importanily to sirengthening the intermatiomal dialogue and
the effectivencss of these instinions. We welcomed the
recent capaciy-enhancing decisions by the Executive Boards
of the Rank and the Fund and we urge them oo conssder
adchitional steps that might be taken. These docssons will help
o crsaire thar a moere effective capacity exists to aniculare the
wiews and concerns of all members. We encounage potential
donoss 1o actively pursue the idea of creating a financing
mvoc hamism that could suppaort independent nescarch and
adwice i key policy arcas. Broader and more far-reaching
icheas have also been advanced to help achieve enhanced par-
ticipation in the institutions. We note that a sans report by
the Fund Exceutive Board to the IMFC on the adequacy of
IMF resources, the distribution of quotas and the sirengthen-
ing of Fund governance & to be prepared for its pext
mecting. We requested the Boards of the Bank and Fund o
consider and efabworate upon options with a potential for
bievad suppor, raking sccount of shareholder and insti-
ticnal imphications. On this basis, we will purse our
discussions of these matters and requested 3 progress report
fisr oaiF Rekt ccking.
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10, We welcomed the progress made om the HIPC Dnita-
tive and reconfirmed our commimment to g implemeniation
and full financing. We recalled that achievement of long-term
cebt sustainabality will roquine actbons on the part of HIPC
comimrics as wiell a5 development partners 1o o IR IE
et relief under the enhanced HIPC Initistive, We also
recalled thar wathin exasting guidclines ;. sdditsomnal relsef can
b prowvided at the completion potnt, on a case-by-case basis,
We welkcomed the donos commuanity pledges 1o chose the
financing gap in the HIMC Tros Fund and wurged donors to
translate these into condrete contribrtions in the coming
manths. We welcomed the recont paper by the Bank and the
Funed that reviewed vhe diffioult ssues of creditor pamicipa-
ehony, imcheding HIPC-w0-HIPC debi relief and creditor
ﬁl:i«g;linrl. anid wekcomed the decision by the Bank o c:pinm
o 1o assint with HIPC-to- HIPC dels. We once again
reiterated the requcss thar all offical bilweral and commercial
credipons that have not yer domne s0 pamicipate in the HIPC
Tmigixtve. We ook forward to revicwing implementation,
icluding any difficultics cncounterod in eaching dociston
and completion points, a0 osr next mecting.

11. We noted that the present situstion in [rag poses bg-
nificant challenges, with an urgent need to restore I.l.'i.'l.l.l'il'!'l
rehicwe human sufferng, and promote coonomse grosath and
povery reduction, We suppor a funther UN Secunty Council
resolution, We further note thar engagement by the interna-
tirial community, inchuding the Brotton Wioods institutions,
wionild Ise exsential for sustained economic, social, and polit-
cal development in lraq, recognizing thay the Iragl people
have the responsibility 1o implement the right podicies and
buaild theeir own future, The World Bank and the IMF stand
pcady i play their normal mole in Irag's redevelopment at the
appropriate time, They will also monitoe closely the impact of
the contlict on all their members and stand ready 1o help and
support those adversely affocted. [e s important to addres
the debi fasee, and we look forsard 1o cary engagement of
the Mans Clish,

12, The next 'rhn:'l:ingnFthc Development Committee
will be beld in Doba, United Arab Emirates, on Scptemiser
22, 2003,
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ApPENDIX VII

Executive Directors and Voting Power

on April 30, 2003

DRiresior Vistez by Tuakal Peréeni af
A lteraiite Caming YVaotcs ol Caomantry Yisten! IMLF Tioaal®
Appnted
Mency . Jacklin United States E71.743 B71. 748 g |
Moy Lamdsgorr
Een Yag lapan 133,378 133378 .14
Haruyskd Tonema
Karfheine Bischobbernges sermany 30,333 120 332 00
Rusrdliger vaw Kl
Piermn Dhasisgars Franie 10T 635 107 635 +.95
b Hednrrawal
Toen Schalar Ursited Kingdom 107 625 107 A58 495
Mavtam A Rrvaks
Ebected
Willy Kichers Ausrria 18973
i Bedgium ) Ielarus 4,104
Jebwnn Prader Helgium 45,302
{ M matria ) Cacch Repabia 443

Hungary 1634

Kazakhstam 3oy

e soung 3041

Henak Repubilic 3 RI5

Sknria 1567

Tarkey R L1 55 504
leti=r Béchsers Airicing 1170
{Mcatscelandi) Henia and Herscgoning 1541
Twryy (7. Tk Hulpgam 6652
{ [z ) Cratia 3801

Cyprus 1 i

Geoegia 1,785

Tarl w533

Maccdoaia, farmer Yugoalay Republs of g3a

Meoldovy 1 482

Merherlzmds 51 874

Reimuaria 10,553

Likrains 13w 105412 4 85
Hemin Ohvarzdibal Coara Bica 1 291
{Repiblics Raolivarizna Pl Sabrador 120k
e Vencruels) Cinireimials 3 AEY
Maris Resgurgperd Homdurs 1.545
{Mrisa) Mcnicos 26 108

AT 1550

Spuain ) TEG

Venenacls, Repdblica Bolivarians de _I_fu_.ii_! 9 DEg 4,18
Pier Carlo Padoan APhania 737
{ Teakiy ) Grocoe B4R
Harilas Vi Rrady T EDE
{Ciree ) Mlafey 1250

Pewrtirgal B934

San Marmno 420

Temoer-Leste E32 RIERTLS ] 4.19
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APPEMDIX WII

Dircctor Viotes by Teatal Percont of
Alsrrnaie Casting Vioues of Country Vores! IMF Toeal®
Bleceed foesmidmurd )
lan E, Bennete Antigus and Barbuds 3R5
[Canada} Rahasnas, The 1.553
Miachis A COF Murchs Barbados 025
{dreianal | Ecliee 458
Carads 6 a2
Dismisica 232
Caremadi 3a7
Trecland E 634
Jamiaca TOES
S By and MNeviy a3
5 Logis 403
St Vimornt and the Grenadines 333 G536 xmn
Vidhjddmur Egibson Denmark 16,674
{Bceland) Fstemia w03
Bewiny Andorrn Findars] 12,888
[ Dwamark ) leelamd 1416
Larvia 1518
Lisbrianis 1693
Iy 16967
Swodon 24,205 ToIT6 351
Michael J. Callaghan Auseralia el o £
{Aunzralia) Kiribani A0
Micheeei H, Rraalel! Korea 16,556
(Mrw Zialawd ) Manshall Isdands 185
Micronisis, Federamed Staccs of 501
Mongala Tl
Mew Fealand 918
Pakain 281
Papua MNew Gminea I Gk
Thilsppine LS
Samod A
Sarychar e A3R
Solomon Iebends 554
RUFTTE ] 410 2423 133
Suilasman M. Al-Tark Sauill Arabis 70 ms 70,105 323
{Saudh Arabia)
Abdaliah & Alaszas
{ Sl Armbelar)
S Mudyani Indrawasi Brumied Tharusaslamm 2 402
(Imedeanesda Cambewla 1125
Frowaid Adewr Fen P53
[ Adaigyra ) Insdinicaza 21 043
Lao Meople®s Democrane Republic 7
Malsysia 15116
Myanmas 2R
Mepal P63
Singapore BETE
Thuablanad 11,0065
Tonga e
Woctram 2541 G e 318
Tarmails, Liernan Angoly 2113
[ Nigona ) Fodswana REO
Fyeer [ Mawowmbulli Burandi 1.020
[Fameanis) Eritrea 4{r
Erluespts 1,587
Ciambaa, The 561
Kenya 2064
Lesocho B
Maliwi Q44
Muorambajue 1.286
Namihia Lals
Wigeria 17,782
Sierra Loooe 1287
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EXECUTIVE DIRECTORS AMD VOTING POWER

Mreouor Vores by Tanal Percent af
Affrrmste Casting Voses of Country Youes! IMF Toral?
Elected [wowitimninad}
South Africa 1E9E5
Sudan 1947
Saarlasd 757
TanFama il
Ulganda 1085
Hambaa B 141
Zimbabawe 1784 £, M5 218
A Shakenir Khaalan Rahrain 160
{Egype) Egypt 9,687
Erwaana T, Kansan Iragy el ]
{Jardlan Jordan 1,955
Kivwsit 14,061
Lebarsan 2.280
Libya 11487
Maldives 532
Crmin 3,150
Cpstar 1,882
Syrian Arab Repablic 3 184
Uniéted Arab Eenirates 867
Vemen, Hepablic ol 31 685 o 018 295
WEI Benhas Chana 63242 6l 942 294
{Lhina)
WANG Ximen
{ Claiman )
Frite: Surbrigs Macrizaijan 1.85%
{ Swiepcriand) Kymgre Repuibilic 1132
Wirdaw Smwka Podand 13,940
(Padamaid } Serbia end Montenegro & 93T
Sibacelamd 34 R3S
Tapkuitin 1,120
Tarkmemistan 1002
Urbckivtan 5,0 &l BT 285
Alghoei V. Moxhan Ptz 59 T4 5 b S
{ Fonsstd §
Andeed Lasdaln
(R
Murilo Poerogsl Branild ansll
[ Beard) Casdernshiia 70
Raberee Steimir Draimanican Répu bl 240
[(Calamini ) Eouasdor 3174
(lisyans 1169
Hasi £57
Pamiiss 2216
Surimame LIT1
Trimidad and Tobags LR EX 422 X448
Albbas Marakhaor Alfghaniarn 1,454
[ Dalemic Regribslic of Iran) Algeria 12,797
Mabamsrd Dairi Ghana R
[Aferoire) Iram, Isbaméc Republic of 15 313
Monocoo 6 033
Pakistai 10587
Tisnisia 2115 53,247 245
Vaga V. Reddy Bangladesh L
{ Ireclimy Bhuatan 3
R.A. fayanions Lncdia 41 812
(8rd Lanka) %n lanks 4,354 22.113 240
Chulierms Le For Argentina Al421
{Chile) Bokwvia 1,965
A, Guilferwms Secemdi Chile ER11
fAnprutiua) Maragoaay 1.24%
Feru I
Uruguay X318 45505 204
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Director Vites by Tasral Percent of
Alerrwass Casting Vies of Coantry Viteah IMF Totald
Eleeted (rontimpnd)
amiam Onido Mate Feemin Bl
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Livsirean W, Rarapee {Camseronm 2107
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"Weoging poweer varios o oermain masvers perasning o the General Deparemaon with wse of che ITMF's resources inthas Depanmeent
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- AppPeNDIX VIII

Changes in Membership of the Executive Board

Changes kn the membership of the Exeautive Board between
May 1, 2002, and Apeil 30, 2003, were as hodlows:

Fermando Varela (5pain} relinguished his durics as Execu-
tive Barecror for Costa Rica, El Sabador, Guaremaka,
Hlimpburas, Mexito, Mecaragua, Spain, and Yenezuela, effec-
tive Jumnc 30, 2043,

Herndn ﬂ}'lrdhﬂ [ Vencruchal, ﬁ'u'rrlr_rl'_r Alternage Execu-
tive Dircetor to Permando Yarela (Spadn}, was elected
Execurive Direciog by Costa Rica, El Salvador, Guatemala,
Huomnaduras, Mexico, Micaragua, Spain, and Venczucla, effec-
tive ok 1, 20602

Fernando Varcla (Spain) was appointed Aliermate Execu-
tive Director to Heomdn Oyvareibal (Vencauela), effcctive
Jaky 1, 20613,

Vijay L. Ketkar (India) relinquished his duties as Executive
Prirgcior for Bangldesh, Bhutan, India, and 5 Lanka, effec-
mve July 31, 2002,

Roberno Junguito (Colombia) relincuished his diabes aa
Alternate Executive Director to Munbo Pormugal { Brazil ),
effcctive July 31, 2002.

Yaga V. Reddy (India) was elected Executive Director by
Bangladesh, Bhutan, India, and 50 Lanka on Auguse 1,
2002,

Roberio Steiner (Colombia) was appainted Alternare
Executive Derector to Mumlo I'lll'l'lJE'.ﬂ [Braxil ), effective
Aungust 26, 20032,

Abmed Saleh Abosainii (Saudi Arabda) relinquished his
dutics as Ahernate Excoutive Darcetor i Sulaiman Al-Turdk
{Saudi Arabda), effective September 12, 2002,

Abdallah 5. Alazzaz (Sandi Arabia) was appointed Alrer-
mate Executive Director to Sulaiman Al-Turlkd {Saudi Arabea),
effeciive Sepbember 13, 2002,

Alcxandre Barro Chambricr {Gabon ) comploted his term
of service as Exceutive Director for Benin, Burkina Faso,
Cameroon, Cape Yerde, Central Alinican Republic, Chad,
Comoros, Democratic Bepublic of the Congo, Republic of
Congo, Cite d’Ivaire, Bjabout, Equatorial Guinea, Gabon,
Guinea, Guinea- Bussan, Madagascar, Mali, Mauritania, Mauni-
s, Miger, Rwanda, S50 Tomd and Principe, Sencpgal, and
Togo, effective Oomober 31, 2002,

Mohamad B. Charah {Lebanon) relinguished his duries as
Alternare Executree Director to AL Shakowr Shaalan ':F'F-"'Pt]‘
cffective October 31, D02,

Robermo Cippl ( Switzeriand | completed his verm of service
as Exceutive Dhrector for Azerbaipn, Kyrgye Republic,
Poland, Serbia and Monrenegro, Switzeriand, Tajikistan,
Turkmenmstan, and Uzbckistan, effcctive Ociober 21, 2002

Do Iikander Diojosubroto (Indonesia | completed his
term of service as Excoutive Dhrector for Brunei Danossalam;,
Cambaodia, Fiji, Indonesia, Lao People’s Demacratic Repub-
He. Malaysda, Myanmar, Mepal, Singapare, Thailand, Tonga,
and Yeenam, effectve Oerodser 31, 2002,

Kook Mun Low (Singapore ) relingueshed his dutics as
Alpernate Executive Direcror to Dono Iskander Dijojosulbeotn
{ Indonesta ), effective Conober 31, 2002

Cyras Rastomiee (South Africa) completed his term of
servics as Exeoutive Divecror for Angola, Borswana, Bunndi,
Enitrea, Exhiopia, The Gambia, Kenva, Lesotho, Liberia,
Malawi, Mozambique, Namibia, Nigeria, Sicrra Leone, South
Africa, Sudan, Swariland, Tanzania, Uganda, Zambia, and
Zimbalbwe, eifective Detober 31, 2003,

Fernando Varcls (Spain) relingquished his duthes as Abver-
nate Exeoutive Disecror to Hernbn Oyaredbal (Veneruela),
effective Ocoober 31, 2002

A, Guillermo Zoccal {Argentin ] complered his term of
service as Exccutive Director for Argenring, Bolivia, Chile,
Paraguay, Pen, and Ulruguay, effective October 31, 2002

Sulaiman Al-Torki {Sandi Arabia) was reclecied Executive
Darector by Sauch Arabaa, effective November 1, 20602,

Ian E, Bennett (Canadal was reclected Execnitive Direcior
by Antigoa and Barbuda, The Bahamas, Barbados, Belixe,
Canada, Dominica, Grenada, Ircland, Jamaica, St I:'.ilulind
St, Bevs, St Luda, and 52 Vincent and the Gircnadines,
cffective Movember 1, 20032,

Maro Beauregard { Mexicn ) was appoanted Altermate
Exccnigive Disoctor to Hemdn Oyarsdbal (Veneeuch ), effiec-
tive Movembser 1, 2003,

Michsel . Calbaghan { Aisstralia) was reclected Executive
Diirector by Australia, Kirbatl, Korca, Marshall Islands, Feder-
ated Szates of Micronesia, Mongolia, tew Fealand, Palasi,
Papua New Guines, Philippines, Samoa, Seychelles, Solomon
Eslands, and Yanuaiu, efective November 1, 2002

Willy Kiekens (Belgium ) was reclecred Executive Director
by Austria, Belarus, Belgium, Crech Bepublic, Hungary,
Kazakhstan, Loxembourg, Slovak Republic, Slovenda, and
Turkey, cffective Movember 1, 2002,
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Oilifur Isbeifison (leeland) was reclected Exeoutive Direc-
towr by [enmark, Estonia, Finland, Iocland, Lagvia, Lithuania,
eorway, and Sweden, cffective Movembser 1, 2002,

Sl Mulvani Indrawan {Indonesia) was clected Execcutive
Dirccror by Bruned Dansssslam, Cambaodia, Fif, Indonesia,
Lao People's Democratic Republic, Malyysis, Myanmar,
Wepal, Singapore, Thailand, Tonga, and Vietnam, effective
Movember 1, 2002,

Lupnail Alevwwd | Malayvaia) was appointed Altemate Executive
Drirecnor b Se Mubsanl Indrawati (Indonesta), effective
Movemnber 1, 2002,

Guillermo Le Foey (Chile ), formerly Aliernate Executive
DHrector o A Guillermo Zoceali (Argentina}, was clected
Executive Dhrector by Argentina, Bolnda, Chile, Famaguay,
Pera, and Uniguay, cffective Movember 1, 2003,

Abbas Mirakhor (Islamic Repubbc of Iran) was reelecred
Executive Director by Algena, Ghana, Islimic Republic of
Iran, Moroooo, Makistan, and Tunisia, effective November 1,
2002,

Adeksci V. Moxhin (Russia) was recbocted Executnve Dince-
tor by Russis, effecive MNovember 1, 2002,

Bamian Ondo Mafe { Equarorial Guinea), formerly Alver-
nate Executinve Director 1o Alexandre Barrog Chambnier
{Gabomn ), was clectod Exeoutive Dhrector by Benin, Burkina
Faso, Cameroon, Cape Verde, Central African Repabilic,
Chad, Comoros, Democratic Republic of the Congo, Repab-
lic of Congo, Cdte d'Tvokre, Dijibouri, Equaronial Guinea,
Laabon, Guinea, Guinea- Bissau, Madagascar, Mali, Maurits-
nia, Mauritins, Niger, Bwanda, 530 Tomé and Principe,
Sencgal, and Togo, effective Movember 1, 2002,

Hermin Ovyareibal (Venemela) was elected Executive
Directar by Costa Rica, El Sabvador, Guatemala, Honduras,
Mexica, Nicaragua, Spain, and Venczucla, effoctive Novem-
ber 1, 2002,

Pier Carlo Padoan (Iraly) was reclected Exeautive Dhirectos
by Albania, Greece, Ttaly, Mala, Pomigal, Sen Mannog, and
Timuor-Leste, effective Movember 1, 2042,

Munlo Porugal { Brazil ) was reclected Exccutive Dirccior
by Brazil, Codomida, Dominican Bepublic, Ecusdor, Guyana,
Haiti, Panama, Suriname, and Trinkdad and Tobago, effcctive
Movember 1, 2002,

Yaga V. Reddy (India) was reebecred Executive Direcior
by Bangladesh, Bhutan, India, and S Lanka, cifective
Movernber 1, 20002,

Laurcan Rutayisire (Bwanda) was apposnted Altemate
Exccutive Directior to Damian Ondo Mahe { Equatarial
Guapea ), effective Movember 1, 20002,

A. Shakour Shaalan { Egypt) was reclected Execuiive
Diirector by Bahrain, Egypt, Irag, Jordan, Kuwakt, Lebanon,
Libya, Maldives, Oman, Clatar, Syrian Arab Republic, United
Arab Emdrates, and Yemen, eifective Movember |, 2003,

Ismaidla Usman {Nigena ), formery Altemare Executive
Director 1o Cyrus Rustomjee (South Africa), was elected
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Executive Director by Angola, Botswana, Burendi, Entrea,
Ethiopia, The Gambia, Kenya, Lesotho, Liberia, Malawi,
Mozamibique, Mamibia, Migena, Sierma Leone, South Afnica,
Sudan, Swariland, Tanzania, Uganda, fambea, and Zim-
babwe, effective Movember 1, 20032,

WEI Benhss {China) waa reclected Executive Director by
China, effcetive November 1, 2002,

I. de Beaafior: Winholds [ Netherlands) was reelecied
Executive Director by Armienia, Bosnia and Herzegovina,
Bulgasia, Croatia, Cyperus, Georgia, 1sracl, former Yugoslay
Republic of Macedonia, Moldova, MNetherbands, Romania,
and Ulkraine, efective Movember 1, 20601,

Fritz Zurbrikgp (Switrerland) was elected Executive Direc-
tor by Azerbaijan, Eymgye Republic, Poland, Sedbia ancd
Monrenegro, Switverland, Tajikistan, Turkmentsean, and
Lizbekistan, effective Movember 1, 2002,

AL Guillermo Zoccali (Argenting ) was appointed Alicmaic
Excentive Director to Guillermo Le Fon (Chile), effective
November 1, 2002,

Peter |- Ngumbully { Tanzanda ) was appointed Alternate
Exccutive Director to lsmails Tlaman ( Migeria), effective
Movember 4, 2002,

Mancy I'. Jacklhin [ United States) was apposnted Excoutive
Difreceor by the United States on December 4, 2003,

Chazaama T, Kanaan (Jordan ) was appointed Alfermate
Executive Director to A, Shakour Shaalan, effective January 7,
2003,

1. de Beavion Wijnhobds | Netherlands) relinguished his
duries a5 Executive Dhrector for Armenia, Bosnia and Herze:
povina, Bulgana, Croatia, Cyprus, Goorgia, Tsracl, foemcr
Yugoslaw Bepublic of Macedonda, Moldova, Metherlands,
Roenania, and Ukraine, effeotive Tanuary 14, 2003,

Jeroen Kremers ( Metherlands) was clectod Excoutive
Director by Armenia, Bosnda and Herzepovina, Bulgara,
Crotla, Cyprus, Georgla, Iarael, former Yigosliv Repulblic of
Macedomia, Moldova, Metherlands, Romanda, and Ukraine,
cieetive January 15, 2003,

Oldfar Isleifison (Teeland ) relingueished his duties as Exec:
wtive Dérector for Denmark, Exconia, Finland, leeland, Latva,
Lithuania, Norway, and Sweden, cffective January 15, 2003,

Vilhjdlmisr Egilison (lecland ) was elected Executive Diree-
toer by Denmark, Esvonia, Finland, [eeland, Lania, Lithaanks,
Morway, and Sweden, effective January 16, 20603,

Diwa Guindgunde | Philippines) relinguished his duties as
Alrernate Executive Director to Michael |, Callaghan {Awos-
tralia], effective March 2, 2003,

Michael H. Reddell {New Fealand ) weas appointed Alrer-
e Executive Director to Michael |, Callaghan [Ausiraliaj,
effective March 3, 20013,

Herndin Ohyaaredbal (Venczuela) relinguished his dutics as
Executive Director for Cosea Rica, El Salvador, Guatemals,
Honghirss, Mexico, Miceragea, Spain, and Vencaucla, effec-
tive Apnl 30, 200,
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PRICEWATERHOUSE(COPERS @

PrivewarerhonseCoopers LLP
Suiee HOOAY

1301 K Jaroer MW
Waakingron DHC NNES
Telephone (202} 4E4 10
Facstrmile {2025 414 1300

Report of the Independent Accountants

To the Board of Governors
of the International Maonetsry Fund:

In m.l.rq'lfl:|1.ir|:|n|11 the accompanying balance sheets and the related statements of income, ..:I'l.a.ny_'l. in resources and cash floas n_m:
a trae and fair view of the Grancial condition of the General Diepartment of the Intermational Monctary Fund (the *IMF™) as at
Apail 20, 2003 and 2002, and s resulis of operations and cash Bows fore the vears then énded in conformity with Tntemational
Acconnting Standards. These financial statements are the responsibilicy of the IMF's management; our responsshilaty s 1o express
an opinion on these financial statements based on our andits. We conducred our audits of these statements in accordance with
International Standands on Auditing, which require that we plan and perform the ausdits to obtain reasonable assumnce abowt
whether the financlal statements are free of marerial missratement. An asdit inchides cxamining, on a test basis, evidence sup-
poring the amownts and disclosenes in the financial statements, ssessing the socounting principles used and dgnificant cathmares
made by mansgement, and evaloating the overall fEnancial starement p-n:-.l.:rll:tit_m. We believe thar our siedics Flh;,h"hj-l,' 4 Peds-
able basis for our opinkan

Char gy wene comducied for the purpose of forming an opimion on the basic financial statements taken a5 a whole, The sup-
plementary information on pages 162 1o 167 is presented for purposes of additional analysis and is not a requined par of the
baisc financial statements. The supplemontany information has been subjected 1o the suditing procedures applied in the audis of
the Anancial stasements and, in oar openion, & firdy stated, in all makeral respocts, in relation to the financial statements aken &
a whode,

?WWLLP

Jume 16, 2003
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General Department

Balance Sheets
as at April 30, 2003 and 2002
{Tin elemrondds of STHESD
o3 naz 2003 2002
Assers Liabilivics and Resources
T e VL S R A e = G e R R STT 8T B2 0m0 57 [ asbaliries:
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UMBET CUETEREIER . v v monnn s hme s adnmns - - 47 602 4% S G35 T4 - T e o [ e N e T 140 347 120,750
Toeal currcocics (Notes 3and 4) ...o0ioiiiinn .. 21069065 109.165.946 Special Contingent Account (Noge 10) ..........oc 0. 1.401.01% 1,307 Mm%
W7 T T e L i R A R - 1,785.910 1 69% 5156
Dl e L Ry e i e 92 61 1 454527 Memben® R :
: y Cruoass, repeesenied by
Gokd holBngs [MNESE B) . ..ot man s errmn b n s e ) B | L3 e | ¥ I s (14 e : 63 008 951 55.327.139
. Subacrpron paymests: Uable . .. .. ... oL % QT 028 T40 103 4l D02
Rovonables (Mote ) ..o iunnias y e = BTG 570 BO0ATD F R i D '“':'H!E 54,638 758
Ohttser assens (Moars 7and 14) ..o oot oeniascoanienns 714,091 751,957 e S e i A Lo AL AL, 1B
Reserves ol the Geoneral Reserirees Acooust ... .couienns 4 186,050 340,445
Lrvesmmess held in dhe Specid Debomement Aocoant (Mo 8| X S0, 349 L ART N1
Strectural Adjustment Facilicy boans (Mote 3., o000 a0 136816 9 docamulated reseos of the Spooial Dskarsment Soooant ., . el 1 ] 2878993
e e e R A T R LA S 2201, 520,304  220GE5 194 Total Liabilkties and Eosoumes - . ... .ocovciianinnas . 221531 304 220635 204
The sconmpanying, nooes are an amdegral pan of thew financial sascment
S Eduard Rraa A Horse Kihler
Pirecear, Finaugr [vpartmend Mlanagvng Dhirecier
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APPEMDIX |X

General Department

Incomé Statements
for the Years Ended April 30, 2003 and 2002

{dm plsamnady o SORe)

Oyperatinmal Incoms
e L e L e e e e o e e S U et 2295 250 1,985 53]

Inpezest om SDE boldings N g PR S N, B 28018 40,254
Dn'uhmutmmuniﬂthuﬂﬂuhmmﬂﬁmm B e L T R 6l 421 133 503
Oither changes and income (MNote 6 S s b ' e __131.462%9 157 A%
2.516.348 2317204

Oiperasonal Expeniscs
Bemanerarion [Mote ) _ . e T oo T e L i et e L e 1,201 347 1. 293 94 ]
Mml:-utl-«tispuuﬂ[!ﬂuttlh-- S et B Rl L, 0T H6 530, 7945

[Pl B 1.824,755

e e

Met Dstoene of the General Department compries;
Men Income of the Clenerdl Basmarces MatouiL . .. .. 0 on s o e me e s me e re e [ ] ELTRIEF
Incomee of the Special Disbanement AOCOURT  © i« oo oueeianonbosbonissessissiaga 6l 421 IB1.503
TO7 RI5 497 449

The sconmpasying noto i an intogral part of thewe finsncial dalemesta.
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General Department

FINAMCIAL STATEMEMTS

Statements of Changes in Resources
for the Years Ended April 30, 2003 and 2002

i fm tlwrmpanai af SO0

Gameral Rosomrces DMivhuremeni

_.-—..---\.-—'l'“”II — fecoant

Special Gienerul Toual Accumudered
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Py Scbibely ACCOE +. ia oa o s 4 L a e o e den b a e e — — - — 103
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T e e : F15400 - — —_ —
Mex {lowa ) Sincome ... ... A R e oy e —_ (27700  &56,254 i 484 ol 451
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Babaicw it Mgl 30,-DO0F -2 sl e s s waia ek aatia vai sasa 212731300 I RRLAS 1N5ATS 42R69IP 1717 145

The sccompanying nobes afe an intcgral part of Ehese Snancial iriement
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General Department

Sratements of Cash Flows
for the Years Ended April 30, 2003 and 2002

(n rhewmsmnaly o ST
2003 2002

Usable currencies and SDRs from operating activities
MNotinoome ... | 5 TOT 915 492 44Y
Mmmmﬂrﬂ:mhﬂmmuﬂﬂ:mmwﬂbynﬁm
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Thie scoomypanying reves are am integral par of these fmandal sacement

1534 ANNUAL REPORT 2003

©International Monetary Fund. Not for Redistribution



FINAMCIAL STATEMEMTS

General Department
Notes to the Financial Statements
os ot April 30, 2003 ond 2002

1. Purpose and Organization
The IMF i an international organization of 184 membcr
couniries, [t was established 1o promote international mon-
etury cooperation and exchange stabilivy and vo maineain
arderly exchange armangements among mombers; o Geili-
tate the expansion and balanced growih of imtermational
trade, and contribute therchy to the promotion and mainte-
nance of high levels of employment; and o provide
emporary financial assistance 1o member countrics uncder
adequate safepuards 1o help case balance of payments
adpstment. The IMF conducis igx n-prnlium. and framsac-
tuons throwgh the General Diepartment and the Special
Drawing Rights Department (the SDR Depariment . The
General Department comsists of the General Resourees
Account (GRA), the Special Disbursement Account (SDA),
and the Investment Account. The lamer has not been acti-
vated, The IMF also administers trusts and accoaunts
cutablinbied 1o perfonm fnancial and rechnical serdees aind
finansial operations consistent with the purposs of the
IME, The resources of these trusi and acconts ane con-
tribsured by members or the [MF through the S04, The
financial starements of the SR Departmens and these
trusts and accounts arc presented soparanchy.

Goreral Resouroes Accoun!

The GEA holds the general resources of the LME, s
ressurees reflect the reecipt of queda subscriprions, se ancd
repayment of IMFE crodit, callection of charges on the usc of
credit, payment of remuncration on creditor positions, bor-
rowings, and payment of interest and repayment of
bormmwings.

Spaciol Dishursoment Account

The asscts and resoarces of the SDA are held scparately
from other sccounts of the General Depanment. Resources
af the SDA inelsde tramsfers received from the Trasr Fund,
an account administered by the IMF, and part of the pro-
cecds from the sales of the IMF's gold in the past {there
were o gold sales in financial year 2003 or 2002 ). Incdme
from the imvestment of gold profits b e 5000 is o be
transficrred, a3 necded, o the Poverty Bedwction and
Crrovath Fll:'l]'ﬂ:_l,'—l"].ﬂ\"ij}' Indebred Poor Countries Trust
{FRGF-HIFC Trust}, in accordance with decisions of the
IME. The SDA also holds costanding loans extended under
the Structural Adjustment Facility (SAF), which was exrab-
lished in March 1986 to prosade balamce of payments
assniance on concessional torms to qualifying low-income
developing country memibers.

Asscts thar cacecd the financing needs of the SINA,
cxchuding mvestments arsing from the sabes of gold under-
taken pursuant to the 1999 dedision on gold sales by the
IMF, are transferred to the Reserve Account of the Poverty
Reducrion and Growth Facility Trust { PRGF Towst ), which
i admdnistercd separarely by the IMFE a5 trustes,

2. Summary of Significant Accounting Policies
Bosis of Preseniation

The financial statemenis of the IMF are prepared i accor-
dance with Invernarbonal Accounting Standards ([AS),
Specific accounting principles and disclosure pracrioes ane
explained funher below, The preparation of financial stare
menis i conformity with IAS requircs managemsent o make
cstimates and assamptions that affece the reported amounts of
assets and labilivdes and disclosure of contingent assers and
liabilitics at the date of the financial siatements and the

reparted amounts of revenue and expenses during the report-
fing period. Actual resules could differ from those catimates,

Ravenve amd Expense Recognifion

The financial statements are preparcd on the acomial basas;
accordingly, income & recognizod as it 15 camed, anad
cxpenscs are feconded a5 they are curred.

Unit of Account

The financial statements are cxipressed in torms of SDRs. The
valse ol the SDR is determined by the IMF cach day by sum-
ming the values in ULS, dollars, based on marker exchange
rates, of the cumencies in the SDR valuatson basket. The TMF
reviews the SR valuation basket cvery five yeare, The Laest
review wan oompleted i October 2000, and the new compo-
sition of the SDR valvation basket became effective on
Janaary 1, 20001, The currencies in the basket as of Apnl 3,
203 and 2002 and their amounts were as follows:

Cuirrongy dumisang
Euro C.426
lspanese yen L0
Powsnd itcring AR
LS, dnilar 0577

As of Apel 20, 2003, one SR was equal o 1, 38391 LS
dedllars (ome SR was equal to 1 26771 USs dollars as of
April 30, 2002).

Cradif Culslonding

The IME provides balance of payments assistance in aioor-
dance with establuhed podicies by sclling to members, in
exchange for their own currencics, SDRs or currencics off
other members, When memibers make purchases, they inour
ol ganions 1o r:]m.n:hur.- the IMEs hﬂnl-l.l.lnll;l o thelr cuerren-
cics arming from the purchases within specificd periosds by
paymeciis in 3DRs or other currencies, & determined by the
IMF, Pund credit s subsject 1o specific repayment schedules
CAEr Fh:rinﬁ;: which vary rlqmnd.ina o the Iype nf"Fn;iI:iq,r e,
Eopayment schedules comprise two clenvenits: (1) nopanchase
cxpectations, aimed af securing carly repayment from micm-
bers in a position to do so, i keeping with a kong-standing
priniple of the TME thar ics rescurces shaaibd be used onlby as
bong as there is a balance of payments need, and (i) repur-
chase oblipations. Repayvments on the expecrafion schedules
can b extended by a period of up to one year for credia
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eranche and Supplemental Reserve Facility [SRF) purchases of
three years for Extended Fund Facility { EFF) paurchases {up 1o
six mronths for SRF and onc year for Contingent Credat Lines
(CCL) purchases after February 21, 2003); upon a memiser's
request if it external position s nog sufficiently strong.

In Bnancial year 2R, the lh'il"'.'lpplu\'rqul.u:lhﬁ'm
mmmmndb}-mmmr:hmtwuﬁm
amounting vo SR 5.8 billion (one repurchase from
Argenting in financial year 2002 for an armaogmt of SDE 741
million was extended by one year). The financaal year 2003
extensions include scheduled repurchase expecrations in the
period from May 1o August 2003 amouniing o SR 390
million, The IMF slso approved requests from Eesador, S
Lanka and Urnguay to extend by one year repunchase expec-
tathons amounting to SDR 14 million, SDR 52 million and
SDR 129 million arsing during fnancial vears 2004, 2004
and 2003, respeetively,

A memiber 1s consadered overdue after failure to make pay-
ment on & repurchase ion. Failure to obtain an
extension from the ITMF for payment according to the repur-
chase expectations schedule dare would result, inter alia, ina
suspension of the rght to make further puerchases, including
prospecuve purchaises under an exinting arrangement, The
IMF's policies on the use of its general resounces are intended
eo ensire that their use i remporary snd will be reversed
within agreed-upon repurchase penods.

A member 5 entitled vo repurchass, st any tmc, the
IMF*s hokdings of its currency on which charges are levied
and is cxpected pomake repurchases as and when s balance
of payments and resorve position fmprove,

Chverdue I:H:!iguhm; and the First 3.-,'||:v.:|'|:||I I:'-;lmhrb_gm'lr.d.u:-pm.ﬂr
It & the policy of the IMF to exclude from curment income,
charges due by members that are six months or mare overduoe
in mecting payments i the IMF, unless these members are
current in the payment of charges.

Diebeor and creditor members share equally the financial
comequences of overdue obdligations under a mechanism
referresd tor as burden shaning, The IMF recovers amoamis
equal ro unpasd and deferred charges, excluding special
charges, by adjusting the rates of charge and remuncration,
Members that have bome the financial consequences of over-
dse charges will receive refunds only to the extent that
onverdiae charges that had given mse 1o barden shanng adjuse-
ments are setthed, and these adfustments are thercfose nog
prosented as Habalitses. T view of the sk resulting from over-
dhie eredit, the IMF alwo accumulates balances in the firsg
Special Contingent Account (SCA-1). In asscssing the risk of
impaiment, the IME considen balances in the 5CA- 1, Allo-
catsans to the SCA-1 arc financed by further adjustmcnts 1o
the rates of charge and remuneration (sce Noce 10},

Currencies

Curmendcics consist of memben” currencies and seowrities held
by the IMF. Each member has the option to substitute noa-
negotiable and non-interest- beanng securitics for the IMF's
holdings of its currency that exceed ¥ of | percent of the
miember's quota, These securities are encashable by the [MF
o dermunad,
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Easch member b required to pay o the IMF i inadal
quiota and subsedqueent quota increases partly in s owm cue-
rency, with the remainder to be paid in usable currencics
prescribed by the IMF, or SIDRs. One cxception was the
quiota inerease of 1978, which was paid entirely in members'
WY CRIrenches,

Usnhie Currencies

Llsable currencies consist of currencies of mensbers comsd-
ered by the IMF to have strong balance of payment and
rescrve positions. These camencics are incheded in the IME"
financial ransactions plan to finance purchascs and other
transfers of the IMF, Paricipation in the financial rransacrions
plan is reviewed on a quarterly basis, The TMF considers cash
and cah cguivalents to be usable curmrencies and SDE hold-
ings. The changes in non-usabie curmeney result from the
IMF's rransactions (purchases and repurchases) where 2
member’s currency is exchanged for snother member’s cur-
rency, or from the inclusion fexclusion of o member’s
curmency in the [MF's transaction plan.

Voluation of Currencies

Crirremcics, incliding securities, anc valued in terms of the SDR
on the basis of the currency /SR cxchange mite determmined
for each currency. Securites are not marketable, bur cam be
converted into cash on demand, Each member is obligated o
imaintain, i terms of the SDE the SDR value of the balances
af ies currency held by the IMF in the GRA. This requircment
is referred o s the malntenance-of-value obligation, Whencver
the [MF revalues its holdings of a member’s cumency, a receiv-
abic or 3 payable B extabdished for the lmuu;qqu.ir:d [TH]
maingain the SR value of the IMFs holdings of that curmency.
The curcency balamoes o the balance sheer ichade these reociv-
abdes and payabies. All currencics were revalued in terms of the
SR on Apnil 30, 2003 and 3002,

EDR Heoddings

Although STVEs are not allocated o the IMF, the IMF may
acquire, hold, and dispose of SE¥Rs through the GRA. The
IMF peceives SIYRS from members in the seetlement of thetr
finan<cial obliganons o the TMF and uses STRS in transacsons
i.l'ﬂml:ﬂlill‘ll with members. The IMF cams interest on its
SDE hoddings at the same rate s all other hodders of SDEs.

SDF inferest Ko

The SDIR interest rate B determined weekly by reforcnoc toa,
combined marker interest rane, which is a weighted average of
viekds on shaort-term instruments in the capital markets of the
oo arca, Japan, the Unsted Kingdom, and the United
Seares,

Gold Hoddings

The Aricles of Agreement [Emit the use of gobd in che IMFs
operations and transacions. Ay use provided fior in the Ari-
ches requires a decision supported by an 85 percent majority
of the votal voting power. In accordanee with the provissig
of the Articles, swhenever the IMF sells gold held on the date
of the Second Amendmient of the TMF's Armicles of Agree-
ment (Apl 1, 1978), the portion of the procecds equinalent
at the time of sale o one SO por 088867 ] gram of fine
gold, which b equal to SDR 35 per fine vroy ounce, mis be
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placed in the GRA. Aoy excess over this value wall be held in
the SDA or transferred bo the Investment Account. The [MF
iy also sell gobd held on the date of the Second Amend-
ment v those members that were memibers on August 31,
1975, in proportion o thor quotas on that date, in cachange
for their omm cumencies, al a prce equivalont at the tme of
sade o one SDE per 088867 1 gram of fine gold.

The IMF vahues its gold holdings ar histoncal cost asing
the specific identification method (see Moee 51

SAF Loans in the Special Diibursament Accouwd

EAF loans in the SDA are held ar historical cost. Allowances
fior loan losses would be established if and when the [MF
expected to incur a loss; no losses have been incurred in the
past, and it 15 the cumment expectation that no losscs will be
incwrred in the future. Repaymenis of all SAF |oans are
tramsferred 1o the PRGE Trase Reserve Account when
received.

nvesiments in the Specral Dvsbursament Accown
The resources of the SIDA are invested peading theer uisc.
Investrments are made in debt securities and fived-term
deposits, either directly or by pasiciparion in an investment
pool. Debt securities comprise sccuritics issued by interna-
bonds in the cuno arca, Japan, the Unieed Kingdom and the
Lindted Stares. Tnvestments are miarked 1o market on the las
business day of the accounting period. The carmying amounts
of tnvestments approximate their fir value. Purchases ase val-
ued aisd refleceed on the wrade dave basds and sales dre based
an the acmal sertlement date valuations. Tavestment income
ises imbcrest earmcd on investmicnis, realized and unreal-
ized gains and losscs On investments, and currency valisation
differences arising from exchange rate movements against
the SDE.

Interest rate rizk is managed by Emiting the investment
partfalio to a weighted average clfective duration tha docs
not exceed three yeam, Currency risk i minimized by invest-
ing in securities denominated in SIYRs or in the constiinens
currencics af the SDR vahotion basket. Rk is further mini-
mized by cisunng that the cumreney composition of the
investment portiobio manches, as closcly a5 possible, the cur-
rency composition of the SDR valuation basker.

Fixed Assedy

Fixed asects with a cost in cxcess of a threshold amount are
capitalized at cost. Buildings and equipement ane depreciated
using the stralght-line method over the estimated usefisl lives
of the asets, which range from 3 years for equipment to 50
years for baildimgs.

Ghuoias

Each member is assigned a quota that forms the basis of it
fimancial and oeganizational relationship with the IMF. A
member’s ota is related to, bt not luil.'ﬂgr determined |:|'3|'1
cconomic Gotor such ad national income, the value of
external trade and payments, and the level of official
reserves. Cheotas determine members” subscriptions to the
IME, their relative voting power, acccss to financing, and
their share (n SDR allocations, Should a member wdthadraw
from the Fund, gquotas ase repayvable to the extent they are

FIRAMCIAL STATEMERMTS

not necded o scitle other net obdigations of the member 1o
the Fund.

Resarve Tranche Positian

& member has a reserve tranche in the IMF when the IMF's
holdings of is ourrency, excluding |1.|:|l.|i|15;|. that reflect the
mcmber’s wse of [MF eredit, are less than the member's
quioda. A membee’s reserve tranche s consdiered a part of the
memtbers external reserves and the member may deaw on the
reserve tranche ag any timse when it represcnts that it has a
balanee of payments need. Reserve tranche puarchases are not

sullsject 1o repurchase obligations or charges.

Raparves

The IMF determines annually what pan of its pet income
will be retained and placed to the General Reserve or the
Special Besorve, and what part, i aivy, wdll be distributed.
The Artiches of Agreement permit the IMF 1o use the Special
Reserve for any purpose for which it may wse the General
Beserve, except distribotion. After mecting the cost of
adminkstening the PRGE Trust, nct operational ncome gen-
crated from the surcharges on purchases under the SRF, the
credit tranches, and the EFF, has been ransferred o the
General Reserve. Al other moome has been transfermed 1o
the Special Reserve.

Charges

The IMF levics pensodic charges on memben” use of IMF
eredit. The rate of charge is st a8 3 proporthon of the SDR
interest rate. Por financial vear 2003, the basic rate of charge
after the retroactive reduction in charges was 123.5 percent
{116.4 peroent during financial year ended Apnl 30, 20032)
of the SR intercs rate. The basic rare of charge bs increased
ton affset the effect on the IMFP income of the deferral of
unpaid charges and to finance the additions to the SCA-1,
The average adjusted mate of charge before applicable sur-
charges for financial year 2003 was 3,74 percent (for
financial year 20802 the average rafe was 344 percent). A sur-
charge progressing from 150 to 500 basis points above the
raic of charge applcs to use of crodit under the SKF and the
CCL. In sdditon, credit outstanding in excess of 200 per-
cent of quota, resulting from purchases after November 18,
2004 in the credit tranches and wnder the EFF (other than
thiose under the SRF and CCL), is subjoct to a surcharge of
100=200 baxsks podnts, Special charges are levied on mem-
bers' curmency holdings that are nor repurchased when doe
and on overdue charges. Special charges do not apply to
membors that are six months or mone overdue to the TME, A
service charge B levied by the IMF on all parchascs, excepe
reserve tranche purchases. A refandable commitment fee is
charged on Stand-By and Extended Armangements. At the
cxpiration or cancelliion of an armangement, the unrefunded
porthan of the commitment fee B mken o income,

Romunaration

The IMF pays nterest, refermed 1o a8 remuneraion, on'a
member's reserve tranche position. The rate of remuneration
is equal to the SDR interest rate, adjusted downward to
fimansce a share of the nonpayment of changes and addithons o
the S3CA-1. The average adjusted rate of remamneration for the
financial vear ended April 30, 2003 was 1.96 percont (2,65
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percent for the financial year 2002 ), & portion of the reserve
tranche B unremuncrated and b oqual to 25 percent of the
member’s quota on Apral 1, 1978 —thar pare of the quota that
was paid = gold paor o the Second Amendment of the
Fund's Artiches. For a member thar jofned the Fund after thay
date, the unremuncrated reserve ranche is the sime percent-
age of its iniial quota 2 the averapge uaremunerated reserve
rranche was i 3 percentage of the quons of all orher members
when the new member joined the Fund. The unremunserated
reserve tranche remains fixed for each member in nominal
terms, but because of subscquent quots increases, it is now
significantly bower when expressed as a percentage of quota.
The average is equal to 2.8 porcent of quota at Apnl 30, 2003
amvid 2002, but the actual porecntage 1s differens fir cach
memmber.

Pansion and Other Fost-Retirement Obligations
The IMF operates two defincd-boncfit pension plans and
provides post-retirenent benciits 1o retired staill

The pension plas are finded by payments from the
stafl and the IMF, raking into aceoant the recomimendarion
aof mdependent actuaries. Asscts of the plans are held in
separate mnestee-managed funds and are messured ag Esir
value as of the balance sheet date. Pension obligations ane
measured using the Projected Unit Credit Method, which
measures the prosent value of the estimated future cash
oustflows, uaing inferest mics of government sccuritbcs that
have maturitics approximating the terms of the pension
liabslitics.

The asscis sct aside for the prosasion of poss-retremicnt
bcncfits are held in an investmicnt account adminisicrod by
the IMF. This account i funded by contributions frem the
IME. The expecied costs of the post-retirement meclical
and life insurance benefits are accrued over tlse period of
emplovment wsing the Projected Uinit Crediz Method,
Valuations of these obfigations are carried oot by indepen-
dent actuancs.

Comparafivie
When ncoessary, comparative fgunes have been reclassificd 1o
confonm with changes in the pressntation of the current year,

Dhuring the current year, the presentaiion in the income
statemsent of amounts collected for the SCA-1 has been
changed. Since these amounts are refundable once arrears o
the IMF are cleared, or carlier if the IMF so decides, the
amounts are more properhy reflected as adjustmcnts o
charges collected and remuneration paid. They are therefore
o bonger included in the iscome statement. Accordingdy,
comparative figures in the income statcment for the year
civded Apnl 30, 2002 have been reclastified as follows:
periodic charges have been decredsed by SDR 47 million,
remuncration has been increased by SDR 47 milllon and
the allocation to the SCA-1 has been decreased by 51030 94
millican, These rechssfications do not have any impact on
the net income of the IMF for the year ended April 34,
2MKL,

Fuirther, the operating resulis of the General Deparmment
have been amended to reflcct a total revenucs presentation
for the income of the S-l'u.-:ii] Dhabwrement Acoount anad the
Cieneral qunmkmnlﬁiﬂﬁhﬁl:mtimﬁx
the General Department.
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3. Credit Cutstanding
Changes in the outstanding e of IMF credit under the var-
iowis facilities of the GRA during the years ended April 30,

2005 and 2002 were aa fiodlowes:
i s A W

0 md Lratan (1%, I el 1L T 0 TR | &k aad  iAmE A
Exirrubnd Fund

Fincitiey 15557 (AR A9 LAR] (OO T4 a2
Taapyh T

R ez a0Ed iR wiedy  BETS  poSeE (M) LETm
Terprrrr Arimbrmaien

Faces [BLH] - a1y LELE - (T Prick
Taluprd Sorm 400 - i iy b1 - HE ] by |
Corpenmeay wud

L ]

lidaru aig Faciiey bR H S ] Tl - (BT 4

Frumrvrg Faie 114 - i L1 - ] il

=

oo e et 10 (3, I W]

As of April 30, 2003 and 2002, SDA loans and interest
reccivable computed ar 0.5 percent @ vear, coniistod of the
fioklemwin g

2003 1002
I wandliang o S8
Seructaral Adgustmend
Faclity Boans 1B 141
Imeress socrued 1 A
Lre ingeret deferrod _AT¥ _#)

137 #l

Schedubed repurchases in the GRA and repayments of SAF
baans in the SI3A are summarized belows

Finamcial Year Cieneral Special
Fombing Reiomroes Drishwraement
April A0 Agooant Aocouni
o wiliians & SO
2 21 R37 51
1005 174G 440
20k 144748 E £
ooT 5 650
2008 2 dicvh -
20 and boyond 1,330 -
Onerdus FEF =)
Towal 65 978 127

Asof April 30, 2003 and 2002, use of credit in the GRA
by the langest users was as fnllows:

1003 1002
] -lﬂ'irwlj'ﬁﬂﬂldﬁlr#p‘:“ﬂ
#f roral (FRA eredir amtmanding
Largee aser of crodit 14,192 I7.6% 14510 37.9%
Three largest osers of credir 45 382 o8 8% 32337 62.1%
Five larges aeem of cpadic E& 117 RRI% #1143 79.0M

The five largest wiers of credit as of Apreil 30, 203 were
Brasl, Tuarkey, Argentiia, Indoncsia, and the Russtan Feder-
atioen, Orurstanding credit, by member, s provided in
Scheduke 1. The concentrarion of GHRA outsanding credit by
regronal geographical area as of April 30, 2003 and 2002
was as inllows:
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2003 2002
Fa s lvaver o SRS andl ay @ porecal
#f vl (GRA crvdiir swsstanding

Africa 1,781 2.6% 2195 43%

Asia and Pacific 38741 13.3% 10,769 20.7%

Ewrops S04 117% .13 17 5%
Larin Amenca

and the Caribbean 30,834 46.7% 15,1040 29.0%

Middlc East

and Turkey 16957 25,7 14 8RR 285.6%

Toatal GE9TE 10K 52081 1O0%
Ovartue Obliook

Ar Apnl 30, 2005, six members (3 of Apal 20, 2002 weven
members | were iy months or more overdue in scitling their
E:iﬂiti.lluh]iﬂ;h'bm tor tee IMF. Four { fve members as of
Aprl 30, 2002 ) of these memben were overdue to the Gen-
eral Depanment.

GRA repurchases, GRA charges, SAF loan repayments,
andd SAF intercst that are six or more months overdoc 16 the

General Depantment were as fiollows:

oct SAF Losns _ SAY Toneres

Mo wailliamy af" SCHRy

Toatal owvendus 745 1033 W3 ) 055
Crendue for it avonthy o mone 76 1010 SR 1039
Orvordue for three yoam or maore L wrr SO0 B30

The type and durstion of the overdue amounts in the
General Diepartment as of Apeil 30, 2003, were as follows:

and SAF  and SAF Tostal Orverdue
Lasans Interesr  Obliganion  Obligaeien
Tn mvdiliwms of SI0RS
Liberia 201 45 446  May 1285
Somalia 105 o 198 July 1987
Suslan 57 ekt 1,003 Fuby 1985
Pa— 33 # 91 Febraary 2001
Tosad T 93 P

4. Currencies
Charnges in the IMF's holdings of members® currencics for
the yvears ended Apall 30, 2003 and 2002 were as follows:

Apeil 30, Nex Aprl30, Ne  Apdl 30,

2000  Champe M2  Change 2003
I wedliony of SOy

Meamben® quots 2134158 1 212416 FIE 2132731
Mlemben” oursasding

e oof INEF crecis

in the GREA 42219 9582 5081 13E9T 63 9TE
Sdemnben” reerve

trinchs positnions

in the GRA ($6,733) (B.554) (55.327) (11,682 [(63.009)
Admirsstrative

anrensy halanoes 3 (] (4} a3 (L]

Toeal cursences 207804 1 342 209068 1533 210809

FIMAMCIAL STATEMENTS

Recetvables and pavables arsing from valuatson adjust-
mems ar Apeil 30, 2003, when all holdings of currencles of
members were last revalued, amounged 1o SR 20,947 mil-
lion and SR 4,985 million, respectively (SDR 17,953
million and SDR 3648 million, respectively, at Apnl 30,
2002}, Senlements of these receivables or payables are
required to be made prompely after the end of esch financial
VEar.

Other cummeney holdings, other than those resulting from
ithe e of creditc or usable ourrencies, amounmed oo SDH
47 692 million (SDR 54,625 million as of Aprd 30, 2002 §; of
this amoumt 513K 28,335 milbon (STYR 28,996 millson as of
April 30, 2003 ) represents currenciet of members thar wse
IMF eredit.

5. Gold Holdings

At Apail 30, 2003 and 20032, the IMF held 3,217 341 ko
grams of gobd, equal ro 103439916 finc oances of golbd, 2
designated deposipories. As of Apal 20, 2003, the value of
the IME's holdings of gold calculated at the marker price was
SDR 25.2 billion (SDR 251 billon ar Apnl 30, 2002 ).

&. Interest and Charges

As of April 30, 2003, the wotal holdings on which the IMF
bevies charges amounted to SDE 65,978 millbon (SR
52,081 millson as of April 30, 2002}, Charges and other
receivables due 1o the TMF as of Apal 30, 2003 and 2042
were as [ollows:

003 2002

T il " ST
Periodic charges 1568 1546
Low deferved income (906) (1,053)
572 P
[ber moccivabiles 5 i
Riabies T ~ B0l

Periodic charges for the vears ended April 30, 2003 and

2002 consssted of the fllowing:
oLk ] 2002
I mliany af” SIS
Perindic charprs 267 TAH2
Adyastments for deferred
charges, per of refands (28 I7
Sertiementy of defemed chamges
aben /i below ) insome deformed 58 (23]
Totad periodic charges 1,195 1,984

Intcrest camned on SAF hoans for the years ended April 20,
2003 and 2002 amounted 1o SDR 8.4 milbon and SDR 1.1
millinn, respecrively,

Special charges, semvice charges and the unrcfunded com-
mitment fees are incheded i Orlver Claner and Tncomie whach
amounted 1o SDR 132 milion (SOE 157 million (or the year
ended April 30, 20401

7. Fixed Assefs

Dt asets inchude fived assets, which at both Apnl 30,
2003 and 2002 amounted 1o SDR 238 million, and
consisted off
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2003 1001

Im millienr of SI8

Land s budldirgs Ao 514
Equipment 2 15
Tol fived swees Ash i59
Les accumulited depreciation (127) (121)
Nt Fived awcn 2B 138

8. Investments
As at Apnl 30, 2003 the investments in the DA conaisted of
fixcd-torm deposits with maturity of less than one year and
amounted to SDE 2590 milllkon (SDE 2,537 milion a8 a
April 30, 2002 ). Fixed-rerm deposits include cash equivalents
amounting oo SDR 21 million (SO 2,166 million as e April
30, 2002} comprising short-term deposits with matunties of
less then ninety days,

Investment incoame for the years ended April 30 included
ithe I"nﬂnwiqg’.

Jo3 2002

Jw millisms af SIRL

lalere® EnCOise £3 by
Raalizcd gaine — el
Uneealived dosses —_ (25}
Total Encome 33 131

[ [E———

P Remunerchion

At Aprd 30, 2003, votal creditor posithons on which the [MEF
pakd remuncriton amounted o SDR 61 428 million (500
48,817 million ar Apeil 20, 2002 ). Remuneration for the vears
ended Apnl 30, 2003 and 2002 consisted of the following:

008 foi ok
I milvaer o 5L
HRemuncraticn 1,173 1.311
Adjustmsenits for deferred
chiarges net of nofundi a4 (17}
1201 1254

10, Deferred Income and the First Special
Confingant Account

The SCA-1 is finapced by quamerdy adjustments to the rae
af charge and the rate of remunerition, Balapces in the
SCA-1 are to be dstnibuted to the members that shared the
cioat Of its ﬂnmi;'mﬂ when there are no outstanding overdise
n:pm'r_'lu.;:l and charges, or at such carleer time as the [MEF
may decide. At Apnl 30, 2003, the balances hcld i the
SCA-1 amounted to SDR 1,401 millicn (SDR 1,307 mil-
o az Aprl 30, 2003,

Cumilative chanpes. net of settlements, that have been
deferred since May 1, 1986 and have resubied in adjustments
o charges and remunmeration amounted o SDR 810 milkion
at April 30, 2003 (SDR 865 million at April 30, 2002). The
cumulative r:ﬁa.ﬂ.d.:ﬁ:rﬂ:cmmprrin:l,:‘ullhinsﬁ'mhlit
scitlements of deferred charges for which burden sharing
adjustments have been made, amounted to SDR 1,072 mil-
ficin (SR 994 million at Aprl 30, 2003 ).

Il Borrowings
Under the General Arrangemenis 1o Borrow [GARY, the IMF
may borrow up o SDR 185 billion when supplementary
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resonrees are needed, in particular, o forestall or to cope with
an imparment of the intemational monctary system, The
GAR became effoctive o October 24, 1962, and has been
renewed through December 25, 2008. Inrerest on bosmow-
ings under the GAR is calculased ar a rare exquial i the SDR
ingerest rate.

Under the New .‘irnnu:mnnl: o Bosrrowy [ NAB ), the
IMF may borrow op to SDR 34 hdlion of supplementary
resources. The MABR & the fcility of firt and prancipal
recoiris, but it docs noe replace the GAB, which will
remain in force. Oustanding drawings and commitmens
under thewe two borrowing armngements are limized 1o a
combined rotal of SDR 34 billios. The NAE became effec-
tive for a five-vear period on November 17, 1998 and was
activated on Docember 2, 1998, [n Novembser 2002, the
MAH was rencwed through Movember 16, 2008, Intenest
on bormowings under the MAB B payable to the pamicipants
at the SDYR inrercst rate or any such higher rare a5 may be
agresd berween the IMF and participants representing 80
percent of the total credin amangement.

12. Arrangements and Commitments in the General
Depariment

An arcangement s a decisbon of the [MF thar gives a mem-
ber the assurance that the IMF stands ready to provide
S Bs or usable currencies during a specified period and up
o a q:rﬂ:lﬁ#:l amoaent, i aceordance with the terma of the
arrangement. Credit under these arrangements is sulbjeet o
interest and charges that are uniform o all members and
that reflect the coss po the TMF of financing such credin,
plas a margin. In addition, cermain sarcharges may apply. At
April 30, 2003, the undrawn balances under the 18 armange-
menis that were in effect in the GRA amoonited to SDR
23,620 million (SDE 26,208 million under 17 arrange-
ments at April 30, 2002 ).

The IMF has committed 1o bease commerncial office space
through 2005, Expemditures totaling SDE 15 million will be
incurred over this period,

13 Administrative Expenses
The sdministrative expenses lor the years ended April 30,

2003 and 2002 were as folbows:
2000 2003
In wariliang af” SO
Pomonocd AT 38
Ponsion sid other rolatod
CAPERIION ) ]
Travel T2 73
Qicher HE 117
L neirnbsamammenes for
the sdminstration
o the S1IR Dépansncat A2 _ i)
Total admmuraine cipenic,
et of reimbuncmenin g 531

The mapornity of these cxpenses ane ncurred in LS. dod-
lars; exchange gains and bosscs incurred in the pormal course
ol business are reflecred in administrative expenses and are
ot significant,

©International Monetary Fund. Not for Redistribution



The GRA & reimbuamsed for the cost of adminkstening the
SR Depammment,

The GRA s 1o be reimbured annually for cxpenics
ineurred in administering the SDA and the PRGE Trusss
Following the csablishment of the SEF and CCL. anad the
CopsEqUEnt increase i net operational income, the Executie
Board decided to forgo reimbursement of the expenscs
incumred in sdmindsering e PRGE Trust for financial years
2003 and 2002 and to rransfer the srmotnts thar would oth-
erwise have been reimbursed to the GRA from the PRGE
Truss Beserve .e\::r.n.mt,'ﬂ':rr.m;h the SDA, to the PRGE-
HIPC Trast. These wransfers amountod Lo SDR 640 millbon
fior financisl vear 2003 (DR 61.6 million for Enancial year
2002} and have been included under transiers to the PRGF-
HIPC Trost in the statement of income =.I1||:|.-I:I:|.II.'IE.I'_I in
reSOrGEs.

14, Pension and Other Post-Refirement Benefits
The IMF has a defined -bencfit Staff Retrement Plan (SRI)
that covers substantially all eligible szafl and a Sspplemental
Retirement Bencfits Plan (SRRP) for selecued participants of
the SRP, Participants contribute a fixed percentage of their
'Pqunuhl:mumqhwl The IMF contmbuies thc remain-
der of the cost of fianding the plans and pays certain
asdmingstrative costs of the plans: In-additon, the IMF pro-
vides ather emplevment and post-retitement benefics,

In 1905, the IMF sstulblished a scparate aceount, the Renred
Seall Benefits Investment Account (RSBIA ), 1o hald and
invest rescunces sot askde 1o fend the cost of these other
bsenefity.

Irn Diccember 2002, a plan amensdment was adopied 1o
allow certain periods of past emplovment o qualify for derer-
mimation of participants” benchits in the SEP and the SRR,
This plan amendment will become operatsonal in financial
vesr 2004 and the estimared Hability resulting from the
amendment has been recognized in the acthuarial valustion
(SDHR 32 million ).

The obligations of the SRT, SREP, and BSBLA are valued
by independent actuaries eveny' year using the Projecied Unit
Credit Method. The latest actuarial valuations were carried
out as at April 30, 2003, The key assumpeians wed arc as
shouwn bebow, The present value of the defined-bencfit ol
garion and current service cost was caloulated using the
Projected Unit Credit Method.

Amounts reoognized in the balance shect anc as follows:

FINAMCIAL STATEMEMTS

23 2002
SRF - SREF RSHEA  Teed Temal
la sy o T10Rr
Fair valee of plii isbiis JATE - o e 3
Prewcrst vale of the idefiend
bzt cbdligation (LM (¥ (421} (2A5E) (ZRE4)
Unrecogguieed sororil gosies bosses) 16 (400 (P} - 243
Unrecognined prior sonice om | S | DU | BN JF |
ey babanoe sharer s, Wiy | T IIL:E_I |£} |=‘-E 470
Mowvement in the pet balance sheet asser:
1003 boad
SRF LHEP HHEHL\ Tl Timal
{m smllmr o IR
My badance shovr s, liabsling |,
of yeat TR ) i LR
lendoimive | g | Pt el
e e L 421)  (Am () L 15}
Contribetom paid 7' 4 3 e M
et halance et awed | Rabaliny |
el o year TN (T A AT
e _— - T— —

The expense recognized in the income sabement includes
SDR. 40 million which represenits the effect of a change in the
actuarial cost resulting foom a reviseon I smc participants’
data, This expense relaes for the most par to the present
value of the defined benefit obligaton as originally esamaied
when [AS 19 was mtroduced in Gnancial year 2000, The
amoanty recognized in the Iome statcmcnts are s follows;

ooy k]
ihF  SARF REELL  Todl Toeal
fw ey o WMy
CEsmnl kivict finl o9 I3 5 155 11&
Isbeeral ot 158 L] E L 185
Expected ko s e (24} . he) M) ()
Jumiwtizason of sctwirial bomi/ gan | == - 1 3 123
Pk e éumt 42 2 2 42 -
Tl | isoren | Seapsenie rooogiticd
i) monns statemeni 21 IN A i 5
Y L (R . R - | _'-"i —?‘l'l
Aol {lisa ) fernems on sy éﬁl _!'I __3-‘ )] I
Principal acraarial asampeions used:
ik ] 10032
Ia pawisnd
Dhscouni rate 5 i
Expocted rorerm on plun assers B.3 i
Fuzue B 40678 &4-108
Lilenase health care contx growth ratcs 4.0 55
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APPEMDIX IX

Echediale |
General Department
Quotas, IMF's Holdings of Currencies, Reserve Tranche Positions,
and Members® Use of Resources
as at April 30, 2003
i eheummds of ST}
Cremeral Rosources Accoant
IMF's mh- Crodie l:hulﬂnnﬂh.t
ol Cusreidies! Reserve GRA PRGF
Percemt  tranche Amoumt Pereent!  gpas g Toualt

Member Quoia Tol  ofquota  posidon {A) + (B) (Ch = ()
Afghanistan, Idamie Sate of 12044040 119,688 a4 718 —_ - — - -
Albanmia L feili] 45 X80 031 3.3%8 - - - L e &1.2M
Algeria 1,254 7000 2056, 7BI 1639 5 082 HET 161 .34 = - BT 18]
Angods 284,200 ZRA 445 101N | - - - — - —
Antigus and Barbuda 13 500 13499 10 [+ — _— — — —
Argeneina 2113100 13724733 s01.0 25 10607 635 160X - = [T 635
Armarna, Ropablic of p ] 10 e ) 1138 - I2.656 LK - 135,850 148 500
Auscralia 3236400 1,793 1E8 554 1443122 - _ - - —
Ausers 1LEFR 0D 1 124 210 .0 48015 - - - — -
Aresbuigan 1680 Sl 250 811 1589 1] 89911 [IRE] - 91 HEs 181, 7&T
Bakamas, The 130 2y 124,063 9532 it 9 - - - —
Babimin, Kingdom of L35 s} g D 49.0 68,932 - - - - -
Bangladeih B33, 300 EET AED 145 154 24,531 0 = - 34.55]
Hartaaikon 67 500 6, 554 a93.7 4516 —_ = = = =
Belarus, Repeblic of ZHE 44 415,808 107 & 20 290 04 - — 29300
Helgnim 4,505 200 2 TR0 M DG | 845 300 - = == e -
Bl 18, 5oy 14,562 775 4239 - — s - “-
Bemin LA ] 59721 065 3,188 —_ — L] 53,200 53,640
Thutan e 3 15l B3R 1020 = = - == =
Baolivia L7 15000 205,508 1198 BETS 41 BED LT — 140, B0H 183, 18K
Bawniba and Heresgoning Dk, 1 0oy 2ol 1544 - L 14 — — 504
Basivnrana 6.1 T AT 3 2.4 25,801 —_ — - — -
Beraril ADE& 100 21 ZIRETR 69937 — 18,191,872 I757 - — 18191 872
Berapel Dianassslem 215204 157137 70 ER 288 - - - -
Hulgaris el 200 LN el2  2IE9 d1.778 TLITD 120 — - T LT
Barkina Faso 640, 20y S19ET a7 9 T 2o - - 14TE B5 590 B9 e
Barursd: 77 M) B, 250 1120 Sel Q2R LN - - Q625
Cambsoddiy T 500 HEAEL 1006 — 521 - - TR - |
Camernon L85, 7O 185,125 9.7 al3 —_ — - 123098 233,098
Canasda 6,200 200 3663 906 578 2705101 -_— _ —- — -
Copi Vit @ B} 9596 1000 s - - - 3460 2 40
Central Afrcan Republic 55,700 55,5659 9.8 134 —_ - - 24 450 24 4%0
Chad S 0Ny 55719 995 ZR2 — —_ - T ARl 7T AE]
Chale A5, 10 474057 R4 ER2 055 — — - — —
Chins 660200 3625083  E6Y 2748564 L A == = S
CodombHa T4 0 8RR 202 631 285500 —_ — - - —
e K900 B, 563 4.0 E40 - - xm - AT0
Congo, Demoonaic Republic of 835000 533000 100.0 i S — HessT  4bpeT
Congra, Republic of H4,600 uS558 1130 536 L1450 002 - 9,727 21207
Coata Fica L&, ] Oy I44, 103 B7H 20, T — — — -
Cidme o Bvanse X235 200 o d Bep | Q4 452 —_ - - ELEX ERE vl
Criatin, Ropuhlic of Aa5, 100y I3 1000 159 - - - - —_
Cyprus R R M4 644 49,115 —_ - —_— - -
Crech Repubhbc B9, 500y 1994 ] T5T 159 L - - — — -
Dhepmark 1, oeh 2 BOH) GIEEIN &S TI4 8% —_ — - — —
D¥Eboiuti 155901 154659 BT 1100 B - - 13,650 14,539
[hominica ¥ 20} 1242 1249 L 2080 - - —_ 2 050
Demanican Repubdic 218 900 233786 106N 2 14,858 0,02 - - 14, 84K
Ectisdor 02 300 S42079 703 17153 B0 039 —_ - T804 930
i e 43,700 W3TI6 - 1000 = L3 L= = —= EH
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FIMNANCIAL STATEMEMNTS

Schedbale | (ramrinaed )

Cigngral Rosouiseos Acgosan
of currencies! Reserve GRA PRGE
Percent  tranche  Amomnt  Percent! gy, Truar! Toaal®

Member Quota Total of quota  position (A + (B} = (€} = (D)
I Salvadosr 171 00 1703 00D - - - —_ — —
Fquanosial {saincs A2.600 A2 50 (LE 1] — —- — 443 L 552
Erirea 15,50 1500 LD 5 - — — — —
Estomia, Repubdic of 65 0 65,195 (L] fi - - —- —_ _
Erhispia LR T | 26520 LN T IXR — — ey 04, 05 1) 22
Py T B0 B8 MM THE 15, 126 - - e - -
Frmlaml 1 263 800 FET 035 L Bl Mo = - = - —
Frasn e IO 738800 & 388 703 R 40 NAD - - - = -
Liabes 154,350 203 558 1a2.0 1™ 40 53] o0 - - §9.23]
Ciammdd, The 31,100 2 a1E 952 1425 = -~ - 21 500 R
Cheorgia N5 e 171,113 piaa (L1 MEELE ooz 193 50 214413
Laprmany |3 008 00 7 TREEAL G 5.4V - — - -
Cihana g o) B 04 (L] —n - — - 264545 2o B4R
Cirtege LR ] 00 EED 18 B2145] - —_ —_— —_ -
Cireisbdi 11,700 14631 1251 —_ 1.0k - — - L
Ciusteenals 210,200 210000 LD - -— -— -— — —
Cininea 107, 1iod T nie e Th - - - A KN i £
Eruinca- B 14200 17040 LIODO —= 2844 - — 13,249 &, 159
Cluyvans Lt 90502 {LL L] - — — 492 5, ThE i 20
Haita ) T 55 223 L1 ] &R 5681 ol —_ 12,140 17 &3]
Huoiaborn 130 Sy 138687 1071 AaX? 17213 nns — 112,148 1 36,241
Humgary |O3RAG0  STATHM B%4  4edpa” - - = -
Toedanad 117 A Lt B4.2 18228 —- -— - -
Triates A MR 00 3ooR B HR.2 $BE 5E] - - - -
| P 20700 R4 A0S HHLL 145 800 & 448 80] =) - - & 408 50 ]
lran, lilisaie Republe of 1 AST 300 1 407 04 1.0 - = =a - = =
lrasy S0 D0} 504,015 1000 = = = = = =
Leekind EIRAD0 40REAE SRT  MMBATO = = & i =
Tnrsed GIAI00 e lUR o432 XE20 - - - - -
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APPENDIX IX

Schedule 1 Jesmrsmed

General Rewomroes Actount
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FINAMCIAL STATEMEMNTS

Schadube 1 (resnluded )

Cieneral Besources Ascount
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APPFENDIX IX

Schedube 2
General Department
Financial Besources and Liguidity Position
in the General Besources Adcount
as at April 30, 2003 and 2002
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FIMAMCIAL STATEMENTS

Sohedule 3
General Department
Status of Arrangements
as at April 30, 2003
(P ehwasandy of SOR
Taoeal
[hage of Amoua Ul nedraun
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Mucedomnia, famner Yogoalay Republic of Apeil 30, 2003 Jues 18, 2004 20,004 | ]
Prra Februsry 1, 2002 Februsry 29, 1004 155 Dy 255 D00
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Report of the Independent Accountants

To the Board of Governors
af the International Monctary Fand:

In our opinion, the acoomparmyang balance sheets and the related statements ol income and cash Bows give a tree and fair view of
the Bnancial condition of the SDR Deparement of the Inrernasional Monetary Fuand (the “IMEF" ) o ot Apeil 30, 2003 ancd 2003,
and ity results of operatsons and cash flows for the years then ended in conformity with Intermatsonal Accoanting Standands.

These financisl statements are the responadbility of the IMF'S management; our responsibility b to exprcs an opinioen on these
financisl statements based on our sudits. We conducted our auding of thow statemonis in sccordance with Internations] San-
dards on Auditing, which requine that we plan sncd perfisrm the audits 1o obtain resonable assursnce abous whether the financial
stubemients are free of material mistatement. An andie includes examining, on o test basis, evidence supporting the smounts and

disclosures i the finsnctal statensents, assessing the scoounting principles used and pgnificant cammates made by managonsot,
and cvaluating the overall fimancial statement proseatatson. Wie belicye that oor apdits provide a reasomable basis for our opinion.

Char audits were condiicted for the purpose of forming an opinion on the basic financial statements taken as 3 whole. The
supplementary information on pagess 173 o 178 s peesentad for purposes of addisional analysis and bs not 3 regquared part of
the basic financial saatements. The supplementary information has been subjected to the auditing procedures applicd in the

sudars of the nancial starcenents and, in our opindon, is Bidy saeed, in sl material respects, n relation 1o the financial sane-
ments taken as 4 whole.

June 16, 2003
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SDR Department

Balanec Sheets
as at April 30, 2003 and 2002
{in thauuendr af SEARL
2002 2002 200% 204002
Assets Liabilitics
L TV e e U SR e : 93231 119954 Torest povable .......... 1, e LR 120455
Chendies siscmenoats and chage (Mete 3} ..o iieinae s E5.0549 10 Bl
Famicpancs with boldsngs beliew allocanions (Mooe 1) Participans with holdings aborve allocagions (ot 2§
L g e T o T e O - 51 10T 12 484980 S g L e T e b e ok 15 971,257 18,778, T
F e S 1 O3 ek L E4T HOE AP ECNUT ) R R T S e @ 405 384 BB48 350
Allocarsons inexocmof bobdimgs ..o oL oo B4 A7H B6AT 512 Hioldbngs in evoes ol alocambons .. ..o pnioiiioiiinaas 505 873 BRI 4G
Hinldings by the Gereral Roscomes Acooust - .oooccooooan OGT 641 I 484 927
Huoldings of SR by prescribed boldens o000 621 .B72 430 28
g T e e L SR B A ST 0 EB.193 048 EBasS 129 Tl L =il L e e it et R e L B 195048 BB 129

The scecamparmiing notes s on dcgral pam of thess fnancial stscmenis

S5 Bdmard RBrim
[hrrctar, Finance Dyparsmesd

Auy Host Beshler
Managng [drecser
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APPENDIN |X

SDR Department
Income Statements
for the Years Ended April 30, 2003 and 2002
(e slwummdr af SR
2003 2002
Revenue
Mot charges from participanty with holdings bekow allocagions . . ..o voiiiiiiisarnciiiseininas 173584 40T
Jemrternniy on S MO . i e e e e B e B B e b e B A e A 1 2 4
175 4584 142 555
Expenscs
Incerest om STV holdings
Mmm:nmmwlmhmmm“ m i S L e 134405 I86.60R
Ueneral Renonirocs Adconant . .. .. . ] o e a8 e A L 28 2K 41 283
Prescribsed hislders . =il Xy o e S e TR G R BT e i et e R SR S 11441 12376
173 854 140,077
175 484 141 586
The sccempanyeng notes are #n iniegral par of thesr Bmancial satomoms.
SDR Department
Statements of Cash Flows
for the Years Ended April 30, 2003 and 2002
{In phwmumndy of ST
2003 2002
Cash flows from opcrating activitics
Recmmpts off 5130
Tramsfcrn among parbapants and prownbed holden .00 o i i vnns isiiins cisiiniaa s o M0 B0 3 5,053 550
Transfiers firom pamicipants be the Geemeral Fiesources Acoount _ o C ..o o oo iaiiiian s & 554,703 X002 9]
Teansfer from the Gieneral Besvuanes Accousg 1o
jpanticipants s proscnbed hoklem . . ey e P ey iy i : 5,07 5SS B s ]
Total Reocpts of SDBS .« oo vcove o ssssnsnannas EE T L i e fo r o Sy T At L5 632 495 15,5991, 349
Lises of 510K
Tramefers amomg pasticapants and prescrbed holden | .. 53R 527 4 825971
Tramsiers from participants 1o the CGeneral Resoances A-m:ru.nl: 4,534 125 EORT IR
Trasder froen ehe General Revources Acoount o
particpusts and prosonbed holdenm 0L L L 5,076,989 & Ml RO
ﬂmpﬂ.-llrllh:hlllﬂtphtml 5 215,704 7274
: -~ {22 54 10 5848
T-u-ul I.I'mni'S-DI.l & 15 433 408 13591 349

The accompanyving, noqes e an intogral pare of these financial statomenss.
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FIMAMCIAL STATEMENTS

SDR Department
Motes to the Financial Statements
as at April 30, 2003 and 2002

l. Nature of Operclions

The SDR is an intcrnational ingerest-boaring reserve asser
created by the IMF fallowing the Firmt Amendment of the
Arricles of Agreement in 1965, All transactions and opera-
thnid involving S are conducted thraugh the SDYR,
Department. The SDXR was ercated as a supplement to
caisting reserve ascts and is allocared by the IMF 1o mem-
bers pamickparing in the SDR Departmeent, Trs value as a
rescrve asset derives, essentially, from the commibments of
participants o hold and sccepr SDRs and 1o hoqaor variows
obligations connected with s proper functioning a5 a
FESEIVE BSSCL.

Ar April 30, 2003, all members of the IMF were parmici-
pants in the SDR Depamment. SORs have been allocated
by the IMF 1o menbers that are participants in the SDR
Department at the time of the allocation in proponion 1o
their quotas in the IMF. 5ix allocations have been made (in
1970, 1971, 1972, 1979, 1980, and 1981 ) for a 1ol of
SR 21.4 billion. A proposed amendment of the IMEF's
Amiches of Agreement was approved by the Execurive
Board in January 1998 wo allow for o special onc-time allo-
cation of SDRs equal to 21,4 billicn, The amendment will
enier ino force after three-fifths of the members, having
BE percent of the toml voring power, have accepted it.
Upon termination of parmicipation of Hguidation of the
SDE Department, the IME will provide (o holders the cur-
rencies reecived from the participants in settlement of their
abligations. The [MF is empowered oo prescritse cortain
afficial entities a8 holders of SDEs; ar Aprl 30, 2003 and
2002, 16 mstitvtons wene preseribed as holden. Prescrilsed
holders do Aot receive allocations,

The SDHE i3 also wsed by a number of internatbonal and
regional organizations as a unit of account oF as the basis
for thelr undis of account. Several intermational conventons
alwo use the SR as a unit af aceount, notably those
capressing [Ebility limits for the internanonal rranspon of
poods amd services,

Lk of SO

Participants and prescrilsed holders can use and receive
SDHs in eranssctions and operations by ageeement among
themselves, Participanes can sl use SDRs in operations
and transactions involving the General Resources Account,
such as the payment of charges and repurchases. The IMF
ensures, by designating participants o provide freely usable
currency in exchange fior SDRs, thar a paricipant can use
its SDs 1o abtain an equivalent amount of currency iFi
has & nesd becase of its balance of payments, its reserve
position, or developments in its reserves,

Goneral Allocations and Concelations of 50Rs

The IMF has the authority to provide unconditional liguid-
ity through general allocations of 3D Rs to participants in
the SR Department in proporion oo their quotas in the
IME. The IMF cannot allocaie SD¥Rx to tiselfor to other

holder it prescribes. The Artbcles also provide for the
cancellstbon of SDYRs, althowgh to dage there have been o
cancellsbons, In ite decisions on general allocasions of

S0 Rs, thie IMF, as prescribed onder i Articles; has sought
to meet the long-term global need 1o supplement existing
reserve assers in such a manner as will promaote the avtain:
ment of the [MF's purposes and avoid economic stagnation
and deflaion, a5 well x5 excess demand and inflation.

2. Summary of Significant Accounfing Policies

Bansis of Proseniation

The financial statements of the IMF are prepared in acoor-
dance with Internatdonal Accounting Standards (TAS),
Specific accounting principles and disclosure practices ane
cxplained further below, The preparathon of financial stave-
imenks in conformity with LAS requircs management (o
make csrimares and assumprions thar affeo the reporeed
amounts of assers and Halsilinies and disclosure of contin-
gent assers and Habdbivies at ohe dare of the fnancial
statements and the reported amonts of revenus and
cxpenses during the reporming perod. Actual resulis could
didffer from those esimates.

Linit of Account

The finamcial statemcnes arc capecssed in terms af SRS, The
value of the SR i derermined by the IMF cach day by sum-
ming the values in L1.5. dollars, based on market exchange
ratcs, of the currencies. in the SR valuaiion baskes, The IMF
reviews the SDR valoatson basket every five years. The bxtest
rovicw was completed in Cetober 2000 and the new comipo-
sitpon of the SDE valuation basket becamie effcctive on
Januoary 1, 2001, The currencies in the basket as of Apal 30,
20032 and 2002 and their amounis were a follows:

Currency Amspumt
Esarc 042G
Jmpanese yen 314
Posand sberling LIRS
LS. didlar 0EFT

A of April ik, 2003, one SIDK was cqual to 1 38391
LIS, diollars {one SPH was r.'|:|_l|,ul o 1. 26771 US, dodlars 2
of April 30, 2002)

Adloootions and Holdings

Ar Apnl 30, 2003 and 2002, IMF net comulative alloca-
Hons to participants totaled SDR 214 bllion. Participancs
with holdings in excess of their allocations have established
a net claim on the SR Department, which is represented
om the balance sheet a5 a ]Eihilit‘!.'. 'E'.:r[in:i]urltl. with hasld-
ingx below their allocationns have used part of their
albocations, which resuliin 3 net obligation to the SDRE
Department and is presented as an aaset of the SR
Department, Famicipants® net SR poations as of Apnl 30,
2003 and 2002 were ax follows:

ANNUAL REPORT 2003 171

©International Monetary Fund. Not for Redistribution



APPEMDIX 'K
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A sumamary of SR holdings b provided below:

2003 20032

Tm mwilfiowes o’ 3R
[Farticipants N9l 4 Ia36 5
rreral Besomarces Socoumt o6l 6 14849
Treescmbed hoddens .S 4303
21,5188 ST
Lain: Ohverdioe charges moccivable 35 084
Total holdings 21,4333 21 4333

Administrative Expanses

The cxpenses of conducting the business of the SDR Deparr-
mﬂmpﬁdh}lﬁ:mFﬁumM&wﬂﬂmﬂm
Account, which b relmbursed in SPRs by the SDR Depart-
ment af the end of each financial year, For this punposs, the
SR Department bevies an asesament on all participants in
proportion to their net comulative allocations,
interest and Charges
Interess s pald on holdings of SDEs, Charges are lovied
on each participant’s cumulative allocagions plus any alloca-
tons in excess of holdings of the pardéipant and unpaid
charges. Interest on SR holdings & paid quarterdy.
Charges on net cumulative allocations are also collecred
quarterly. Interest and charges are levicd ar the same rate
and are scttled by erediting and debiting individnal hald-
ings accounts on the first day of the subsequent quaser,
The SDR Department is required to pay interest to cach
hobder, whether or mot sufficlent SDRs are reccived to meet
the payment of intercst, If sufficient SDRs are pot received
because charges are overdue, additional SI¥VRs are tem-
porarnly created.

The rate of interest on the SDR s determined by refer-
cnce 1o a combined marker interess rare, which B a weighted
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average of viclds or rates on shart-ferm instruments in the
capital maskcts of the curo arca, [apan, the United Kinpdom,
and the LUlnited Sraves. The combined marker incerest rage
used o determeine the SR inierest rate 1 caloulated each
Friday, usng the vickds or rates of that day, The 3DR inferes
rate, which iz set equal to the combined market intercit race,
enters imto effect on the following Mondey and applics
through the fnlnl.rinﬁ Sunday. The average SDOR interest raie
was 207 percent for the year ended Apnl 30, 2003 (2.79
pereent for the year ended April 30, 2002},

Chverdus Obigotions

An allowance for losscs resulting fram overdue 508 oddiga
tiomns wiouidd be ercated if and when the IMF were to expeit a
loss 1o be imcurred; no losses have been Incurred n the past,
and it i the current expectation that no bsses will be
incurmed m the future, and consequently o allowance
aotounl has been cstablashed.

3. Overdue Assessments and Chorges
Ar Apedl 30, 2003, asscssments and charges amounting 1o
SDE 85.8 million were overdoe to the SDR Department
{SDR 108.9 million at April 30, 20021, At Aprl 30, 2003,
fomir mecmbers were iy months or more overdae in mecting
tlecir financial obEgations 1o the SDE Department (sis mem-
bers at Aprl 20, 2002).

Adscsirments and charged due froimn members that ane sy
maonths or mose overdue 1o the SDR Diepartment were as
fodlows as of Apal 3k

200K 2003
T smpllimy o S0
Toeal EE N 1085
{rerdue for sis manths or mare Eig 104.3
Chwverndue fior three year O mioec &8.1 742

The amoant and doragson of arrears as of April 30, 2003
were a follows:

Langest Cherduc
Taal Cihligaatinn
T'm wailliawar o STNR
Trny 535 Movensher |99
Litsesia 35 Apnl 186
Samalia a9 Felshaary 1991
Sadan ol April 1991
Tional EE SR
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FINANCI|IAL STATEMENTS

schedule 1
SDE Department
Statements of Changes in SDR Holdings
for the Years Ended April 30, 2003 and 2002
{fm plomennds my" STIR)
Cicncral
Besources Prescribad Towal
Participants Moot Holders 2003 2001
Toml boldings, beginming of the year . ... .. _ ... 19 626 b4 1 484927 430 108 21 541 685 21 580 101
le.'i[lilufﬁ.ﬂﬂ.l
flu;&ﬂumsmpmmlpﬂﬂhﬂlhddau
‘Transncrioes by SEreement .. .. . ... coomscnmsesran 278G ORE - o0 53] I HER 416 349 07
Ohperatiom
e e e s 454,746 - — fi4.745 250
Semlement of fimancis] obligadoss ... -, Sah K40 - 174,770 e AL 200, 340
IMF-related sperations
EAF snd PRGF koans . T 06 — — T 1 s 267 09]
Sﬁfrwmnrhmd-mhm:-lr... : o — — 159282 159 282 A7 L&
Special changes on SAF, FROF, Tm-:qu.'l : - = L E A r]
PRGE comributions snd paymenn ... 4 250 - Al4 470 A9H B3E 180 B50
P‘RﬂFrqﬂ:frnmumd.mm e e _— — LB B 26E B30 340
HIPC payments .. . - g e IR0 —_ - 2830 & T 16
PREGEF- Hll’tmnh-um i o A T PR 1,037 - 25,137 26,174 &l 402
- T e o S TR BT —_ - — - I 1&2
Pcu:-cmﬂ.in:whn'd’vpnmu ................. fhEE — — 1 773
Mt inferest on SDHEs . o o At e b e 2 151111 - 11,165 162 276 127 5T
Trwnshers lrom pastioepents oo the Geseral Resoures Accoial
L IR R e S e e e - 1954711 - 1964711 1430 640
[ R S S L —_ 2,505,183 - 2505, 183 2503 49
Chanka paymemis AL oA = —_ a2 468 — A2 468 50
Invereet om S1Es . : Py ) - S05TH = O ETE 55,774
Mﬂm:mﬁl!ﬂ‘.lﬂﬁm{'ﬂm:i] e - 1. 763 —_ 1763 23™
Tranafom from the Genersl Rosources Aconiant b
p-lmﬁ:p-m-n!_u-rﬂﬂhtdh-:rl-hﬂ
................................ 2 215089 — - 1 218 08R 2560 T8
Iumfwcmmﬂmhm
hnquhmmpurlhrm g 1 597,594 - _— 1.5%7 594 1.129.70]
Remuncration | e M e 1175 344 - — 1175248 1 260,654
Ot
Refunds and adjusermeets . .. ..o ooci i B 058 — — B9 .05 W3 648
Total O o inavsiisamaidbawss s sansnassstans PRSP TR 4,554,703 1218.51F 15 AWE 13 349
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Schodule | {rewsludied )

Cionaral
Rosources Prescribed Total
Participanta Accoun| Huodders 2003 20032
Uses of SDRs
Tm%mmrplnhhdmhﬂim
Tramuactions by agreement . | Toecrd 2798 (08 = Bi i3 2H5% 4o 360 075
Chperations
L e e s e R R 464, T4 - - 44, 740 250
Sertlement of financial obligaom |, .. S o ELE - 22103 7il.61% 290, 240
IBF-relsred operations
SAF and I'BGF bomns . P e T e —_ —_ T s TT1 B06 267 93]
Hﬁwﬂm L 159 2182 — — 159 282 17,136
Special charges on SAF, PRGE, Tmn:F'n.ml 5 — - w5 |
PRGF contributions snd payments ... oooien..n #14.479 - B4 250 40% IR 180 B39
PRGF repayments and nbonest .. ..cocuvnniasnans X34 263 - - 33 1a3 230 349
H:It'l:p.l_ﬂuﬂu.i ............................ — — 2 K30 2830 &,
PRGE-HITT coptnbubom - .. .o vvevrenrnsnans 14,103 - 12,071 26,174 LTI Tk
SCA-2 rchandi . .... ek —_ - - - 1,182
Penz-contlice submidy paments —_ - B5E H58 7
Tﬂnﬁn!m-plmmmr(mﬂlummﬁum
Repuirchascs PR e e o W Ll 1,954,711 — - 1954711 1 AA0L640
Charges . g e A0 183 = 2808 183 1 503949
le:pqumnu. L ket G2 468 —_ - 62 468 250
Asvcasrioecnt o SO, allocacion ||!'€rr|r::| I 1,763 — — 1,763 23T
Trapaders from the Generl Bosowrors Accoune to
participanty and prosimibod baolifers
T et e e I e S H —_ 2215089 —_ ]J]Em 2 360,765
Inudu:lpiurmmdﬂafnd‘ﬂmmhﬂi
mluwdu@: i Ly AN —_ 1,597 504 — 1,597 504 113570l
Hemuncratmn .. ... : L g — 1,175,248 - 1.175.24%8 1200 6504
Diher
Refandy and adpastmeness . oo oo i o - B0 058 - BRER 93 648
Churges pad i the SR depasenseny
Mo charprn o 5 D Ty 193 254 —_ - 193 BE4 J8E 353
Tocal usex . : o e ey @ 530 558 5,076 959 1 016548 156321 495 13,99]. 349
MMMMLM: L S e TRt 5273 - - 5873 13173
Senlemeny of unpaid churges ... .o {38 73L; - [F S (1,589
Tocl holdings, end of the year ... oo ovpiieras s 1924 B26 D62 61 631 472 21 B1E R 21 541 089
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FIMAMCIAL STATEMENTS

Lchedsale 2
SDE Department
Allocations and Holdings of Participants
as at April 30, 2003
{ T hrsassioway af SEAR S}
Hohdlngs
MNer Percent of Above

Cumualative Chimialagive | BecBow i
Participant Allscations Total Alboeations Allocationa
Afghaniscan, [slanic Sanc of 26, TOE — — {36,703}

Albanza _ i — [oFR! R
Algeris LI 00 4 (ks 7al 134,634 )

Angols = 142 -— 1432

Antigos sl Bartada - i - i

Argeneing FH.370 Tdb M 1303 417959

Armecraa, Bepabic of -— L A - 1785
Aussrralis 470545 10 i 321 i At 494
Auarrig 179 45 137 B4 714 {51,221}

Arevbaijn — 17T — 177
Pahamas, The 10230 121 13 {0
Raheain, Kangdom af 6. HH EL 120 (B A453]
Rangludeh 47,120 30l g7 (4l 4 19)
Rarbadass B39 Ll 0.4 { B 008}

Belarus, Repubhc of — 203 —_ 203
Ielgaum A5 46 415,14y B5.5 [ R E L

Heliee - 1,500 - 1,500
B LT 341 2.6 [, LR

Bhunan — T - 24

Beolivia 26, T0% 27 02T 1002 214
Hosnks end Herregevina 20 481 1,258 &1 {1 223}

Nivtzwrmna 4. 259 12874 T54.2 IR E1S
Braml A5H.ATD a4 a5 [RERET

Bransl Danaaalam _ 705 — 7205

Halgari - 53 80 - 53508
Ruarking Fiso 940 T4 19 (P 135)
Barursdi 1 & a0 [P 1.0 (15 564]
Camburiia 15417 2,0 ] Ia.0o (15416}
Casmeran 24 403 T4H a1 {25715}
Cannds Fiw 290 KAK |50 691 {140,154
Cape Verde ] 4 0.6 [kl 6]
Coentral African Republic 225 54 .6 (2T}
Chad 2 40 1] 0.6 [®333)
Chile 121 824 27,858 38 (94, 065)

Ching T3a R Tk B0 MES 470,040
Carhomidia 114371 112353 983 {L91E]}
Comuoaos Tl& 1= 15 )]
Conpn, Demosratic Ropubiic of R, 30w 5720 L 1 HOSEY )
Coago, Republic off 2719 165 L7 (554}
Casara Rica 23716 i 01 {23649
Ciee d’Ivoire AT BIR &7y LB {37,149
Crosstia, Ropublic of 4, 205 Gl 13 {43,659
19,438 1,636 R4 {17.402)

Cuech Bepublic —_ 4 028 = 4 i
[eenmark 178 Re4 BT A5G 458 191 508 |
Digboun 1,178 487 s [7F11j
Draminica 592 17 i) [575)
Phominican Ropribia 3l 585 £l ] 1o {al.25%)
Feridus 33 oy 1052 E.& [EIN Y
Egype 135 924 15 481 253 (W7 &4l
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APPENDIX X

Schedele 2 (rongraped

SDE Department

Allocations and Holdings of Participants

as at April 30, 2003

i Ao n iy o SN2
H-uldhgg
Bet Percent off Aboner

Cimulacive Cusnulareve { Belew )
Participant Allocathons Taoral Alocarions Alkocariomg
El Salvadoe 24 98K 14982 1000 {2)
Equasoaial (ruinea 5.E12 Litwth 4.5 |5 544
Entrea — - - —
Estonts, Bepublic of - 50 = =0
Ediiogpia (R T] &4 (18 (11, 104)
Fiji 6,958 5070 Ti9 (1,BEE)
Firdarnd 142,600 147,733 103.5 543
France 179 E7D 472,597 4318 (&lF 273}
Laabson L4, E 205 {13,733}
Gambia, The 5,121 iz L& {8, 0&8}
Georgia — T —_ ATh
Crermaany 1210760 1,283,682 100 72911
Ghana 62,983 2,207 3.5 {60,776)
Gfeece 103 544 L2041 il.é {91,505
Grenaila BEO 15 1.7 {905
Guatcrials 37 6TH 5951 2.5 {31,737}
Clines 17 604 17o 1.0 {17 434}
i oz - H ik 1,212 e Eo.4 {528}
Carvana 14,530 1 405 9.7 {13125)
Haini 13.697 1538 134 {11859
Hondursa 10 e 03 1.5 {18 7E4)
Hungary _ 23,970 - 25570
leckamd 16400 B4 0.5 {16,325)
Indes el T 1,835 .4 (678, 335)
Indonesis 238,950 A0, 392 La.9 [ 98,504
lran, Tdamic Bepablic ol 144,050 26K a2 1B 14,0046
Irag 6F 464 — = 6 Ak )
Irgland HF 263 49 el 571 {37 402
larmel 10, 20 4,118 ERY (D02 2458)
=1 TO3 4000 H1 695 1Lk (G190 705
Jamaica #0613 AE0 (N3 (40, 28E)
lajran R0 1500 e 2010 HELDER
Jairdan la887 5,202 08 {11685)
Kapakbwtan, Republsc of - T — T
Kemya B T5x4 206 {20 BES)
Kinhati — [1] — (1]
Kiwea FaEl] 100 O 138 (62847
Karaie 26, 74 1ML 452 7. e d 73738
Kyrgyr Republic - B M6 - 5 06
Lao Meople™s Democratic Repubise 40 T.1ET Té.4 {13232}
Latvia, Repuiblis of - 135 — 135
Lelanon 4,593 20,281 4nl.0 15 %588
Lesnthio 17 4458 16 [ 3.504)
Libseria 21,007 - —_ {2100
Libwys SH.7TI L 7ol 193 838
Lithuanas, Repablic of — 286 - 286
Luzembourg 1o 9ss 140 42,1 (S ELE)
Macedonda, foemner Yugosley Republic of L 4,152 0.3 (4. 47T)
Madapancar 19270 a7 . {19 182
Malawi 10,975 4 9 (R
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SDR Department

FIMAMCIAL STATEMEMNTS

Allocations and Holdings of Participants

as at April 30, 2003

Sobedule I jesndvnasd)

{m s mals g STRY
Hﬂﬂh!i
et Percent off Above
Cumulative Cumulative {Relow}
Participant Aldlacagions Total Allocations Allscations
Malaysia 139 048 LLE 04 El.R (25,344 )
Malilires 282 I85 UHETE | 3
Mali 15912 162 1.6 {15,650
Malea 11,288 a9 191 258 64 17503
Marshall Dalands - — — -
Mauntania L B 105 L1 [Rbl4)
Maurittis 15,744 17,83 0.5 1339
Mesikcn 200 030 IHE 483 oG5 (1537
Micromesia, Federaved Saaes of - 1,183 - 1,182
Mulderva, Republic of - 615 — 615
Muongolia = 6 = 26
Moo 85680 #2315 9.1 {3,364}
Merambigue — x| - 53
Myanmar 45474 145 LR (43,1293
eaamriknaa _ 17 — 17
Nl £,105 -+ 0.5 (8,061 )
Sleskeelanc L30 340 B34k 233 1811 5 Eh3
Mew Fealand 141 322 164613 11.8 {124, 00}
Nicaragua 194583 1I% LUK L1965 )
Miger e it 1,567 167 (7842
Migenia 157,156 7T 0E (186,284 )
Monway 167,770 231,168 1378 63 98
ey B 261 BHES FHF & (2 L1}
acansn 169 BE 21954 B4.1 (78 O35,
Palau = - = —
Panama 26321 587 - i | [25.TE5)
Papnia Mew Uainea i) IETR 41.7 {5422}
Paraguay 13,087 83475 8109 #9978
Pera L LY 1,293 1.4 (R kT
IPhilipypin 116,595 11,519 9 {105 O76)
IMobandd, Eopulblic of - 31,155 — 21155
Portugal 53,320 67,155 074 3935
Quarar 12822 200463 1596 TEel
Ramiaria TEOL0 L o440 £32 (F2.0Lmy
Rassian Fedoration — T e — 17.are
Rwandi 136597 21.452 (1. ¥ 1
Se. Kirts and Mevia - o -— &
5. Liocia 743 I A% 1907 TE0
St. Vincent and the Grenadines A54 17 4.9 [3BTN
Samoa 1,142 3358 208.7 13241
San Masio, Republs of - 444 - 444
530 Tomé and Principe 620 19 3.0 {61}
Saudi Arabis 195 527 LA LG K310 £ R
24462 I 497 .l (PR
Erefvis amd Montoncgrs S6 665 4,403 TR [52.282)
Sevchelles H 0 8 1.9 [ 3R}
Sierta Lecae 174588 17387 CHF 4 128}
Singaporc 16475 LA 541 BO3 A 115 866
Sorak: Repabis —_ 853 — B&3
. Repuibilic of 25431 5413 213 (20,018)
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APPENMDIX IX

Schedube 3 [rancinded )

SDR Department

Allocations and Holdings of Participants
as at April 30, 2003

{im thomoandy o ST
Hulalings
Be Percent of Above

Cumidative Camualative { Hebarn
Participane Allsearinms Taeal Albitfin
Zalomon lalands LT ] z 0.5 (2L}
Samaliz 13,697 _ —_ [LR.697)
South Africa 220,360 233,768 181 2 406
Srain 208 B0E vl ST BEy (33 B08)
5 Lanka T8 3,76 Y {68,092}
Sudan 52,192 265 0.5 (51 827}
Buinitame F.IE0 1393 15.0 {8,157
Swaonlland 6,431 24681 123 {3,980
Swnden 246,515 135278 549 {LLL 24T
Soriezeriand - 12573 - 12,573
Syrian Arab Republic 14 Bad 172 0.5 (36 392)
Tapkintan, Republic ol — 187 —_ 1&7
Taneania 31,372 211 Lk {31,051 )
Thualaesl B thE 3 el 34 (82,305)
Timsor-Lesee, The Demaocranc Bepublic off —_ — — -
Togo 10975 134 12 (10,841}
Towmgi — 197 — 197
Trnidad and Tobago 46,231 45 o7 (45 B8 )
Tundsa 35 243 BABET 16.5 (1B 586}
Turkey 112307 185,391 1651 T3 084
Turkmentman, Kepublic of — —_ — -
Liganidas 2% 3% T 176 144 {32220
Ulraine - 11 855 — 11499
Ulniged Arab Emarsres 38 F3¥ 2 T) 24 (37,791
Liniore Kingdom 1. 912,000 ITE M3 144 (1637 167)
Wit Seaten & K99 530 29339 [ 3,302 RO
LUraguay 42 977 19681 394 (30,296)
Uabehioan, Repubbic of — 480 - 450
Vanmatu — a57 — B57
Wereruels, Repibles Bobsvanins de 31a 850 TR 15 {08 )
Wiernam 47 658 5. B4l L6 {42,107}
Yemen, Republic of 23 743 30416 1G58 1,672
Fanihia H8. 298 51,07 757 [165%1]
Fienbabwe 10,204 4 05 {18,151]
Above alloctions 9405 54 15971 257 LaE.7 & 505 RT3
Bolow alkscabions L1567 9440 3,953 a8 330 {HO14 878
Torsl Parcicipants 21,433 330 149934 1348
Gonoral Riosouraes Account Polidl
Preséribed halders 631473
Crverdie changes RS 509

Il B8 89 11 51K RED

178 ANNUAL REPORT 2003
©International Monetary Fund. Not for Redistribution



FINAMCIAL STATEMENTS

PRICEWATERHOUSH(COPERS @

PricewaterbipuseCoopers LILT
Huate BHW

1300 K Strect, NW
Washingron DC 2005
Telephone (202) 414 1004
Facaimile {202} 414 1300

Report of the Independent Accountants

To the Board of Governors
of the Internarional Mopetary Funad:

We have andited the scoompanying combined balance sheets as at Apnl 30, 2003 and 20402, and the relaved combined state-
ments of mcome and changes in rescurces for the vears then ended of the following entities:

Moverty Reducton and Growth Faclity Tross
Movverty Bedoction and Growth Faclige—Heavily Indebted Poor Countries Trust and Relaved Acoounts

We have abso audited the accompanying balance sheets at April 30, 2003 and 2002, and the related statements of income and
changed in resources for the years then ended of the following entithes:

Foverry Reduction and Growth Faclliey Adminlaered Aceounts
— Aunsaria
—  Ibelgium
— Botswana
— Grecce
— Indonesia
— Islamic Bepublic of Tran
= Portugal
Oriber Administered Accoants
— Administered Account Japan
— Administered Account for Selected Fund Activitscs—[apan
— Framowaork Administered Account for Technmical Assistance Activitics
— Adminsterod Account—Spain
— Supplementary Financimg Faciliny Subsidy Acconnt
—  Post-Conflice Emergency Assistance Subsidy Account

These financial statements are the responsibiliny of the management of the International Monetary Fund, o trustes or sdmenis-
trator of the trusts and acoounts listed above, Chir responsibility i fo cxpocss an opinion on those financial statemcnts based on
our audits,

We conducted oair andits in accordance with International Srandards on Auditing. Those standards require that we plan and per-
form the audits 1o abtain reasonable assurance about whether the financial statements are free of marersl misstarement. An audin
inchsdes examining, on a test basis, evidence sepporting the amoants and dischosures in the financis] sements. An audit abo
inchsdes m.:mn; the sccounting pnn:'q'rlﬂ s and ﬁgﬂiﬁﬂnl csiimatey made by managerment, as well as evalusting the overall
financial statement prmntuinrl. We belicve that our :.l.ldil:l]:um'id-:' a rcascnable basis Enruq.l.rupi.rlinn.

In our opinion, the financial statements referred o above give a true and fir view of ithe ficancial positson of the e and
accounts lsted above & a1 Apel 30, 2003 and 2002, and the results of their operathons for the vears then ended i conforminy
with Intermational Accounting Srandards,

Chir andits were conducted for the purpose of forming an opinkon on the basic financial statements raken 25 3 whole, The sup-
plementary information on pages 185 o 188 and 199 to 204 i presentesd for parposes of additional analysis and is not a
mqu':md part of the batic Anancial satements, The supplementary informatson hat been ml:iﬂ:tcd o thie II.'Id]I'I'rIE pn:u:r:dun:l
applicd in the audits of the respective financial statements and, in our opinion, is Ry saved, in all material respects, in relaton
to the financial sarements taken a8 3 whole,

DMWU—P

Jume 16, 20{k3
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APPENDIX 1%

Poverty Reduction and Growth Facility Trust

Combined Balance Sheets
as at April 30, 2003 and 2002

[ rleemmnds o SO0}

ooz

Aszets

Il ] oy T o s e AT R R E S Bk R R R Rk B SR A 2 ARL 4D
B e O A R G T 200
e T e A o R T (R e

2684 0641
2620 285

&, 171 H48
15,5453

T T e A P e S-S R P R NP 12,372 267

11,503 76T

LT T T BT P EE R R e e A e (R L e W T LR R SO T 7431 KR4

Interest payable . ... ... . B ks e e ot m O O o0 5ot pits p s 39,333

i, Tt A2
4d.412
L

- R R R e S T s o T s P St s ey B B e L L S PR TATEILLT

&, Bl 933

4,095 B4h

11540767

Sy Eduard Braa i Horne Kohler
Ihireceer, Financr Dyparrmeny Manaaing [vrener

Poverty Reduction and Growth Facility Trust

Combined Statements of Income and Changes in Besources
for the Years Ended April 30, 2003 and 2002

{Tw chommmds af 5080

4,518,775

Vet e S A e R e e e L R AT S AT R T TR T T R P T TR Y e 11E 480
T R O ORI . — v v e oo o s n or o o m e m e E e e e e == e n e n e ey 31,058
T e e o e e g L o A A LT YR PP e (15K L)
Ceher cxpenses . ... ey e R R S e e R e e e e e e e A e [LBTE)

232844

30,292
[174.670)
(1,650

Upcrationd] BCOME oo snrsnsirrarnmrsamrmna i oy : - : : PR

LERLS

Dhisbeimsrment Accomnl (MoBE Bl . .. .. .. cu s ce i s e s s e na s 213,259
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FINAMCIAL STATEMEMTS

Poverty Reduction and Growth Facility Trust
MNotes to the Combined Financial Statements
as ot April 30, 2003 and 2002

I. Naiure of Operations

The Poverty Reduction and Groweh Faciliny Trust { FRGE
Trast), for which the IMF is Trastee, was established in
December 1987 and was extended and enlarged in Felsruary
1994 po provide loans on concessional terms to qualifiing
lewe-ineomie developing country members. The resources of
the Trus are held soparately from the asseis of all ocher
sccouns of, or adminisvered by, the IMF and may not be
sed o dischange Babilities or o meet losses incurmed in the
sdministration of other scoounts.

The operations of the Truss are conducted through a
Loan Account, 3 Reserve Account, and a Subsidy Account.
Combining balance sheets and statements of income and
changes in resounces for cach of these accounts are provided
in Note 9 to these financial statements.

Loan Accounl

The resoairecs of the Loan Acoount consist of the procceds
from bormowings, repayments of princigal, and interest pay-
ments on hoans extended by the Trose. Ar April 30, 2003,
loans totaling SDR 6,667.3 million were outstanding (SDYR
6,178 million at Apel 30, 2002 ). At April 30, 20403, the
rescmiroes of the Loan Account included an sdvance from the
Reserve Account of SDR 655 million resulting from the
nn-payenent of principal by Zimbabowe (SDR 41,5 million at
Aypril 30, 2002 ).

Resorve Account

The resources of the Reserve Account consist of amounts
rransierred by the IMF from the Special Disbursement
Account and net eamings from invesoment of resources held
in the Reserve Account and in the Loan Account.

The resources held in the Reserve Acoount are to be used
by the Trustee, in the event that borrowens’ principal repay-
ments and interest payments, together with the authorized
intenest subsidy, are insufficient to repay Joan principal and
interest on bosrowings of the Loan Account.

Subasrdy Account
The resources held in the Subsidy Account consis of coammibia-
o fo the Trust, including transfers of nor camings from
FRGF Administered Acoounts, SR 400 million wansiermed by
the IMF from the Special Disbursement Account, net eanmdigs
o loans made to the Trsst for the Subsidy Account, and the
net carmings from investment of Subsidy Acoount resources,
The resources available in the Subsidy Account are drawsm
by the Trstee 1o pay the difference, with respect o each inter-
est periad, berween the interest due from the bomowers under
the Trust and the interess due on Loan Account borrowings,

2 &mmﬂryﬂfﬁfgniﬁmrﬂﬂcmmh'ng Falicies

Baiis of Prasarsahon

The linancial statements of the PRGF Trust are prepared in
aceoniance with [nternatonal Accosnting Seandands [TAS),
Specific accounting panciples and disclosure practices arc

explained further below. The preparation of financial state-
mecnts in conformicy with LAS roguirss management to make
catimates and assumptions thar sffect the reported amoants of
asscrs and Habilities and disclosure of contingent assets and
Eabilities at the date of the Aranctal statements and the
reported amounts of revenue and expenses durng the nepore-
g perbod. Actoal results could differ from ehose cstimanes.
The financial statements do mot indude 2 cash flow statement
because the satement of income and changes in resoarces
includes the PRGF Trust's main cash flows.

Revenue aru:l'Elclpnnm ﬂ'nnngr.uil'r'm

The financial staterments of the Tt ane maintained on the
accrual basis; accordingly, income & recogmzed as it =
earned, and expenses are recorded as they are incurred;

Linit of Aecownt

The fnancial statements are expressed in terms of SDRs. The
valise of the SDR is determined by the IMF each day by sum:
miing the values in L5, dollers, based on market exchange
rates, of the currencies in the SDR valuation basker. The TMF
reviews the SDR valuation basket every five vears, The Lavest
review was completed in Ocrober 2000 and the new compo-
sijon af the SDR valiation basker became cffective on
Jamuary 1, 2001, The carmencies i the basker a3 of Apal 20,
2003 and 2002 and therr amouns wore as follows:

Currendy Adrusund
Euro 0,426
Japancic yen 210
Pound serling 0094
LS, dollar 0577

As of Apnl 30, 2003, onc SDE was equal 1o 138351
S, dollars {one SDR was equal 1o 1.26771 dollars 3 of
April 30, 2002).

Caih and Cash Equivalank

Cash and cash equivalents include shor-term deposits with a
rsaturity of less than aincty daya, These deposits are denoami-
mated in SDEx or other curmencies and arc camicd at cost, mot
cxoocding market value, Intercst on these instrumenis. vancs

and 1% based on prevailing markct rates.

Irvpsleraprty

The rescurces of the Trost are bnvested pending cheir use,
The Trus rvesss in debe securities and fxed-term deposits,
cither direetly or by paricipation in an imestment poal.
Investmenies are marked o market on the Bt business day of
the sccounting perbod, The carrying amounts of investments
approximate their fair valuc. Purchases arc vabued and
reflecied on the trade date basis and sales are based on the
actual settlement date valuations, Investment inoome com-
priscs interest incomc, readized and unrealized gainy and
loases on investmenits, and cerrency vahation differcnces ans-
ing from exchange ratec movements against the SDR.
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APPENDIK IX

Interest rate fsk i managed by Emiting the invessment
portfidio to a weighted-average cffective duratbon that docs
nof exceed three years, Currency nisk is minimized by invest-
ing in secwrities denommated in 505 or in the constituent
curmencics of the SDR basket, Bk is forther minimized by
cnsering that the curmency composition of the invcstment
portfolio marches, a8 choscly as possible, the currency com-
posstion of the SR basker.

foong

Loana i the Trust are valocd at historical eoss, Allowances
fis boan besses would be established i and when the Trus
expects to incur a loss; no kosses have been incurred in the
jpast, and it is the current expectation that no lowses will be
incurred in the future.

Cverdue Obligotions
Inierem on loans that are six months of more overdue s
exchsded from income.

Coninbufroni

Hilarcral contrbutions are reflected as increases in resources
after the achievement of specified conditions and are subject
1o bilsteral agreements stipulsting haw the resarirces are to
be wsed,

Trornafers
Internal transfers of resomrocs within the IMF are accounted
fir uneler the accmial method of sccounting.

anignﬂ.m“rrm

Forcign curmency transacians arc reconded at the rate of
exchange on the date of tie wansaction, At the balance sheer
date, monctary assets and Babilities denominsted in foncign
currencics are reported using the closing cxchange rates.
Exchange difforcnces anmsing on il scttlement of transactions
at ratcs diifferent from those at the onginating dare of the
unsertled foreign currency maonetary asets and Eabilities ane
inchuded in the determination of net income.

Companafies

When necessary, comparative figunes hove been reclissified 1o
condform with changes in the prescntation of the cerrens vear.

3 Investments

The maturtics of the vestments are as follows:
Masariey an a¢ Apeil 30 203 3002

T slbennnids of SR

Lens ehuani 1 year 2613 829 1,794 460
1-3 yein St D05 T4
3-5 yean 4987 91997
Ohver & yoam I ARH 1791%
Tosl 32050582 240 2EE

At April 30, investments conwisted of the following:

2005 2002
I shvessmnds of SDR
Diche scduntues 1923255 1271438
Fized-term deposits 281,797 257 857
Toual 1205052  2,620.3%%

J32 ANMNUAL REPORT 20013

A April 30, imvestment income comgensed:

2003 2002
I gy of 818
|nrerest incosme 143 567 207 462
Healives) bmses, net {B2.803) (26318}
LUinrealiotd gaina, rce 906 52,705
Exchangr rafc lossos, ot {1.770) (L5405
Toeud 118 480 232 344
E= 2 [ === ="

4. loans Receivaoble

Resources of the Loan Account are committed wo qualifying
membeers fior a three-year period, upon approval by the
Trustee of three-year l.n:ngm-nmi.ﬂmppﬂ'tul'ﬂu mami-
bers” macroccononiic and stroctural adjustmcnt programs.
Interest on the cursanding boan balances is currently set at
the rate of ¥ of 1 percent per anniam. Scheduled repayments
of boans by baorrosvers are summanized bebowe:

W
Year

Ending April 30
Tn chowsnmals off S8
S RAS A9
RLL b BTG, 190
FLLIS BG4, THD
L Tio 445
Pl BI17, 7
2 anid baeyonad T AR 0
Oherdue n-!,_"ul,’ll
Testal & T Iy

The sbhove includes one memiber that s overdae at the
end of financial year 2003 for mare than six months in the
amonint of SDB 65.5 million (SR 415 million as st April
30, 20031,

As of April 30, wse of credit in the Truse by the Lirgest
e wis 34 follows:

T0aa 2002
fo mdiffiogar o SN
amal perorsr af FRGEF oevdlid
Largest imer of credi TATA 1L 63562 103%
Theee lsngear peer ol cedie 1 H0K 2738 15718 255%
Fror lurgess imsers of creddit 24680 3T0R 2 13R3 465

3. Borrowings
The fodlowing summanzcs the bormowing agreemcnbs oon-
cluded w of April A0:

Apneieit U fawen

k] 2003

Te rhaunnrals " SRS
Loam Accoust EFIN SIS [WAES & o
Salbmichy Aceoun ERE EX Lk

The Trustee has agreed 1o hold and invest, on behali
of a lender, principal repayments of Trust borrowing in a
saspcnsc account within the Loan Account, Principal
repayments will be sccumulated until the final maturity of
the bosrowing., whei the full proceeds are to be transerred
1o the lender, Amounts deposited in this account are
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invested by the Trastee, and payments of interest 1o the
lender are to be made exclusively from the camings on the
amounts invested,

The Trust borrows on such terms and conditions as
agreed between the Trestee and the lenders. Interest rates
on barrowings at Aprl 30, 2002 and Apnl 30, 2002 vaned
between 0.5 percent and 6.9 percent a year. The principal
amounts of the bornowings are repavable in one installment
at miatarity daces.

Scheduled repayments of borrowings are semmarized bebo:

Period of
Ropaymant,
Finarechal Year
Ending April 30
I'n thpurands gf SR

20+ To4, 176
2005 DE3 S
25 1,504 589
2007 DR2 TN
2008 HX2.951

200K el ey 2463804
Total TA31ES

Bormowings and repayments during the financial year
caded April 30, 2003 amounted vo SR 1,194 million and
SDR 714 million, respecrively (SR 225 million and SDR
685 million, respectively, for the financial year ended Apil
&0, 2002 ),

&. Contributions

The Trustee acoopts contributions for the Subsidy Account
an swch terms and condidions as agreed between the Trustee
and the contriburors. At Apel 30, 2003, cumulative contribu-
tions received, including rransfers from the Special
Disbursement Account, amounted to SDRE 2,395 E million
(SDR 2,352 5 million ar Aprl 30, 2002).

FINAMCIAL STATEMEMTS

7. Commitments Under Loan Arrangements

An arrangement it 3 decision of the IMF rhat Fiv«:l a [eeme
ber the assurance that the nstitution stands ready 1o
provide foreign exchange or SDRs during a specified period
and up vo 4 specified amount in sccordance with the terma
of the decisicn. Ar April 30, 2003, undrawn balances under
&6 loan armangements amounted o SR 2 4738 million
(SR 2,706 million under 35 arrangements at Apnl 30,
20625,

8. Tmnriﬁ!ﬁ Through the Special Disbursement

The expenses of conducting the business of the Tt are paid
by the General Resources Account of the [MF and reimbuamed
by the Reserve Account of the Trast theough the Special Dis-
bursement Account; cormesponding fransfers are made from the
Reserve Account 1o the Special Disbursement Account when
and to the extent noeded. For findncial vears 2003 and 2002,
the Exceutive Board of the [MF decided to forgo such reim-
bursermsent o the General Resounees Acoount and o transler
an equivalent amount from the Resérve Acoount, through the
Special Disbursemnent Account, to the PRGF-HIPC Truse. The
amownts tramsferred for fimancial m:lm;uﬂlﬂﬂ]m
SDE &40 milion and SDR 61.6 million respoctively.

Besources of ip 1o SDR 250 millon may be transfermed,
a5 necded, from the Reserve Account through the Special
Disbursement Account o the FRGE-HIMC Tt 1o be used
h:plml:il;l:gn.nl:nrlm.lulucﬁ 1 members under the
HIPC instative. At Aprl 30, 2003 and 2002, SDR 43.5 mil-
liesni had been transferred for this purpose.

?. Combining Balance Sheets, Statements of Income
and Changes in Resourcas

The balanee sheets, statements of incomic and changes in
resoaproes for cach of the accouns in the PRGF Truse are

presented below:

Noir 9
Combining Balance Sheets
as at April 30, 2003 and 2002
{ifn: pleoanut s " SEDRAP
____Loan Account Reserve Account Subsidy Acooant Casnbined
2003 2002 2003 2002 zona Dis2 i i) 2002
Asscs
Canli arsl ¢y equivalent 453,718 41,378 1,102 840 |,26356] FHAEL 1079702 JARD D a4 a4
Inveamnents | MNoee 3) L By g 204 8657 1,950, 143 1,591 a0 i, 112 HA2 HAR 3208 052 2429 288
Lavaiis peceivabibe [ Bore 4) 66T T068 & 172 848 —_ — — —_ 6667 206 6,172 K48
Accrued aooount transdon 192 14,221 2.208 13,068 (I3 4TH) {27.289) — —
Engorest rocoivable I7 3% 14,363 1,324 1 402 312 } 218 1E9TS 15,553
Total fasct TAIRALE 6 F4T 46T A D66 5320 1 He0.F0) I Has 438 1 8HE B4 13373 3a7 11503767
==y fo el [t =S et [* chr e S e S TSRS el
Liabilivies and Resources
Berroaingn (Mot 5 ) TARRD6E 6 054 950 —_ - SH, TR PSR4 THAR] BS54 6764434
[nEereat pavabls A7 AR 547 — — I 455 L 465 a9, 333 42412
Ciher Eabifithes Iwan Th = == = — 2050 76
Toesl Lisbilaies TATS ETE A&TOESTA =r = L 241 1 0 949 TATHILT & B0A92D
Besmsnes 65 L4k 41 404 3068 820 3 Ra9.TH] 1. 7668 187 1,784, 560 4. F08 350 4698 K48
Tl Lishiliies and Besturces 7 AT AL? 6747 467 B064 510 3R89 TR 1 AG6 428 1 885 509 13,572,567 11502767
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APPENDIX IX

Moce ¥ feonaluded)
Combining Statements of Income and Changes in Resources
for the Years Ended April 30, 2003 and 2002
{fn Al maly o SE1R)
Loan Aceount Remerve Account Subsbdy Account Coenbined
03 1002 2003 hdE 1003 o002 1003 T2
Balamce, beginning of che year 41 454 o 2809 701 374344 1784500 1,775.281 4595 48 4518FTE
Investment iscome (MNote 3) HH 1%l T4P1E 158542 45,076 83211 118420 3L 344
Ingentst on koans 21 .05% E LB — — — — 1SN n2e2
Insercat caponse {138.437) (172875} - - (15T {1795} (13g, 104} (1746700
LHbsr cxpeimes - () (L578)  (1.574) — - (1,575) i Lo}
Opermional (loss) income (104 B3] (142 458) TR 4R 157 6N 41 A0 21416 @ REQ A 1
Contributions | Mote &) — — — — 43287 ) R 43 287 60, F
(104203 [142.468) TR.343 137 368 LEX 151512 53,146 146402
Tranafiers from the Spocal
Disbussement Accoist [ Mate B) - = 213289 92254 - - 213,250 93 354
Transfers theough rhe Special
Dishussement Acoount to the
FRGE-HIPC Trost {(otc 8) — —_ kNG (6] — — OO0} (4] A00)
Trasufer betagen:
Fescrve and Subsady Acomsne - - — {82) = B2 = —
Loen amd Reserve Accoants 15875 41,657 (15873}  (41.677) — —_ -_ -_
Loan and Subsidy Accoomts 103,068 142,285 — == (103069 (141.28B5) — —
et champes in msources 4049 414N 196,720 126297 (18373) __ 9379 01405 177000
Balance, ond of the yoar 65543 41494 3066520 2A697VI 1706187 1784560 4A9RISO 4685845
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FINAMCIAL STATEMENTS

Poverty Reduction and Growth Facility Trust

Schedule of Outstanding Loans
as at April-30, 2003

{ifn thpsumnids of SR

Sansctural

PFREGF Loan Account Adjustmeny Faciliry!

Member Balance Iepcedit Balance Fercent
Albania 61,229 (T g =
Armers, Republic of i ﬁf&g ‘.t'._:: - -
i 85 290 (LR Lt [i B!
Berlivia 1441300 2.10 _— —_
Burkima Faso RE RS0 128 2 ATH 254
Camibosdra 75,300 1.13 - —_
Camscronn 21R.098 335 — —
Yiende 28460 LRI - —
Cemtral African Repabdic 14 480 (LET -_ _
€ Had 77,241 1l = =
Consoros —_ - 270 .20
Cango, Demcratic Repablsc of 46547 a0 - -
. H.rplul:li: af L ls — —
Cide o “lvionre 355 (¥ £33 _ -
Dhyibsviats 1 5,530 L2k — —
Exqquurosial Guires (i = +i3 E.H
i 4 D56 1.41 7 o7 el 569
Mm 2% 500 .35 - _
Uieargia 143 O 291 - =
zhana 2ovk 545 LR - —
Linlirsea 543 () 1.48 - =
Cruimca- Rissan 15,249 {20 - -
Ciiyans o5 Ta8 [IR" 42 0,54
Haiti 12, 140 iR — —
Hﬂﬂ-‘w Il“.lﬂ 1.4 == -
Kemya i 6l6 0% - _
E Il 138 351 2,08 - -
!L:Lmhnplm Demoonms Kepublic ol 45 - -
Lesmbo 15,133 0,23 — Ca
Mucedonia, former Yugoslay Bepublicof 27,185 04 —_ —
Mscls g I0&653 1.63 - -
Maluw 0117 0.72 — —
Mali 121,069 152 B0 [ o
Mauricanis 7 SN 1.1t — —
Moldova, Republic of 27720 042 = -
Mongolia 192198 44 -_ -
Moransbique 144,375 117 - -
Ml 1679 0,03 - .
Nicaragus 128291 1.92 — —
Miger 76,344 1.15 — —
Pukci TAT o0 1106 — —
Shi Touné and Principe by 0.8 2 =
ome ! - —
Sl 178,154 a7 - -
Sarrma Looos P2 O 164 5,404 R
Sommala - — RA40 G’
Sn Lanka 55, 1% .53 — —
Tafikisaun, Republic of 40 e 0,91 - -
Tanzansa MIATH 441 - i
Togo 3% 83K .54 - <
Upanda 183,571 275 - -
Vicimam 26X 1T0 295 _ —_
Yemen, Repiblic of 238780 358 = =
Fambia 636,529 2.55 L EFS 540 TR
Famrbalvye HE 623 1.43 _ _
Total koans cutstanding 6667296 10000 136599 100,00

|

Ve Serocnanal Adjisemaens Faciliny (58F) boans have boon disksursod in oonnecion wich FRGF armange-
ek, the alwowr ik wachickes fhone bodeia, 45 wiell s bodem dishbmed B0 menaiben uider SAF amssgeinenia
These kimina are hekd by the Spocial [habmsensent Accons and reflecred i the: inancisl stasememts of the
Caeneral Department. Reguryments of ol SAF s e mimbermed 1o the PTRGE Reseeve Aoccim wham socehad.
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Schedule 2
Poverty Reduction and Growth Facility Trust

Contributions 1o and Resources of the Subsidy Account
as at April 30, 2003

T rsswvpady o STR)
Comertbunor! Amount
Direct contributions to the Subsidy Account
Argentina 18,133
Muisrrals 5592
Bangladesh 437
Canada 182,198
Chana 7 (MR
Crech Repubhe 5 (HD
Dhemmuark 38,359
Egpt 13, 0EH)
Fanland 22,684
Licrmuany 132 421
Bockamd 3, 200N
Eraglia & AEn
Ireland 4,223
Traky Fth D0
Jupan Bl ST
Eorea R663
Lasnepnbring B 256
Maorczon 6,580
Mecherlands O FR3
Morway 28074
Sweden 11 BET
Switrer|snd 22 26}
Turkey 5,08}
Limited ]{irl,pﬂ-um 0730
United States 126,079
Total dircet contrbutsaim bo the Subssly Accoan 1839473
Met income transferred from PRGF Administered Accounts
LT 40,155
Belgiam 76,900
Bodwwena 1482
Chile 2910
Lifedce 15 BR&H
[nadomewa 4 482
Iram, Istamic Repubdic of 1,512
Partugal 3,154
Total met mcome tramsicened from Admintercd Accounts _ 156384
Tatal contribasom recetved 1.995 757
Tremalers Fom Special Daburement Aoooans 0 0
Toral conbumon receved and transfers from Specoial
[habursemsent Acoount 2 508 TET
Camulathve net incoma of the Subedy Account BT ER]
Bewarecs didhismned to mbsbdize Tros lending [ 1467 451
Tiaal resoiarecs of the Subsidy Account ! 766,187

U oo 1o dinece comnribetion, & nussher of membem also make loans avalabde 1o b LS
K el kil See Schedule 3,
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Schedale 3
Poverty Reduction and Growth Facility Trust
Schedule of Borrowing Agreements
as at April 30, 2003
(T Hepwmamadr gf STHLE)
Innerest
Bare Amncsunt of Ansounn Charsesnding
Member {im perceni) Agrecment Drranwm Balancc
Loan Account
Price 1o enlargement of FRGE
Canads Faed! LT el R L 115,161
France 0504 Be MK} IR L 196985
Crermanmy Variablc ? TR0 0 T (R0 134 TOE
[raly Varisble ? 370,000 H70, 0 130637
Fapary Variahle! 0 M 2.2 () CaCHR 855 791
] Variahlc 65 (W) 5, [N} 13210
Moreay Variable ! S (M O (e 24 762
Spasin YVarahle 220 (1 2164204 5042
Togal pricr o enlargemsnt of PRGE 4,745 000 4,741 439 1576314
Por enlargensent of PRGF
Belgium Variahle ! A0, 000 193,041 158,041
Canada Vartahlc ! S0, M0 216913 312403
China WYarahla? 20} CHH0 143 523 141 750
[renenari Variable ? 1l O 71995 71,508
Egpr Warighle ! 158 &00 B (W) o731
France Variahlc? 2,1 Gl EMM0 T4 EIR 735 167
Genmany Warizghle 205400 000 TaAT.TR4 756,308
Traly Wariahle? (L] E3eals B0 ols
Fagrars Vartahle 2 534 B0 1,688 533 | S A5
Eorea Wariahlc? 37,00 27,7} 27 00
Metherlasds Wariakle ! 450 000 105, 179 L0E LTS
Nomay Variahled i} EHH 01K 58 550
OPEC Fuand for [nfermations
Developmens Variakle 2 5. 1298 BN 3 M)
Span-—Government of Spain [ 1C0) Fixed & K o {0 o7 R
Spaan—Rank of Spasn Varahle #2500 41410 41410
Suazoriand Variahic? &0 HH 161 !ﬁ (L1} 154, 824
Togad for enlangement of FRGE 10,767 9209 5040602 5,021 230
Resoirce beld pemiding repayenent L] - — TAEE]E®
Tiotsd—Loan Account 15,512,929 el !ﬂ-l-l ?élim
Subsidy Account
Matayads {1994 loans} .00 40,000 #0000 A1, o[
Maha 0,50 2,730 2,7 H 1,345
Pakistan {550 Tk 0 610 S50
Sangapore 200 ) 000 B, 00 410, (MY
Tuatsis .50 3.k51 3581 58]
Ulnungruary Wariabile ¥ 7200 T e} T 20
Tomul—Subwily Acoowsnr 143481 140,151 YR TES

Tha koans unsber thia sgreemaent ane madde ar musrkrt-reloted raten af inderest fiaed a8 the timae the bnan was dinkancd,

The agrecsmena with Prasce msde befiore the endangemen of FRGF (SDR B4 mallion | prosides that the intoress raec shall be .5 porcent oo the firs
SRR 700 milliod deswn, bsd Foe vansble, makier-nelited ries of imeesin thereafies. The sgseentent with France made for tee enlargement of the PRGE
(SR 2, | Bl | provisles ehas the incereat ate abal be 05 percesd wenil the cumulstive implicie interes subsidy reaches 5D 250 million, shel a2 vasiable,
market-related ratey af inscrent ikorcafer

FIhe Boana under these agroemaonts are msde @ varable, marker-rowed menes of inoerese.

The agrecement expired with sn undesn balence of SDR 3.8 million.

¥The agrocment with the GPEC Fund for 1 el Dievelopesent i for an ssint of $50 million.

*This amoam reprosenty princips] ropaymenn held and imvested on behalf of 8 lender,

TThe iemevren rure payable on che borresing from Unaguey bs gl 10 the e on ST -denomisated dopaosies bes 26 peroont @ yoar
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Scisedule 4
Poverty Reduction and Growth Facility Trust
Status of Loan Arrangements
as at April 30, 2003
{In housanads of ST

Drage af Expiration Mot Ulndrawn

Member ArTangensent Drate Agreed Balance
Abharia Jum, 21, 203 T 20, N5 IR 000 20 0
Armionia, Republds of My 23, NHI] May 12, 2004 6% O 29 000
Ascriijim full ‘o, 2041 Jul &, 2604 ®0450 &4, 350
Beiiis Jul. 17, 3000 Mar 30, D004 27 000 400
Camenoon Do 21, DOOH Do 20H, J0HNE Li1.420 &7 40
Cape Verde Ape. 10, 2002 Ape. 9, 2005 R.640 6,180
Chadd Fas, 7, HHA) Diee, &, 2003 47 00 10,400
Comgr, Democratc Republic of fum, 12, 2003 Jan. 11, 2005 550,000 133,333
Chiee d"[voire Mar, 39, 2H02 Mar. I8 MO TR S0 234,140
Erhiopiz Mar, X3, 2001 Mar. 21, D004 10 TT 81287
Gaanbia, The Tul. 18, 2002 Tal. 17, 1005 20 30 17330
Georgia Tam, 13, 20011 fan. 11, 2004 e R L] S8 500
Guines May 2, 2001 My 1, 2004 oo, 260 38550
Cruinies- Biasa Dec. 15, 2404 Dec. 14, 2003 L4 2040 o130
Guyana Sep. 20, 2002 Sep. 19, 2005 54,550 49,000
Kenys Aug. 4, 2000 Aug. 3, 2003 190,000 156,400
Eyrgye Republic Drec. &, 20411 D 5, 204 Ta 400 8240
s Peoyple’s Democratic Republic Ape. 25, 2001 Apr. 34, 2004 31,700 14,110
Lesatbn Mar. 9, 2001 Mar. 8, 200H 214 500 10,500
Mailapawar Mar, 1, J0HM e, F, 200 g £5.34%
Malawi Do, 21, 20H Dew, 20, 204K 45110 A8670
Mali Aug. &, 1599 Aag. 5, 2003 51,315 6,150
Muoddova, Repubdic of Diec. 21, 204K Dhec. 20, 2002 110820 £3, 160
Mongolia Sep. 15, 2001 Sep. 27, 2004 15,490 24420
Mirambigue Tun, 28, 1999 lan. 37, 3003 B 204D L K0}
NI e 13, 20032 e, 12,2005 W 500 0535
Miger Pyese. 23 M0N0 D, 31, 3003 B 200 25 2a0
PalGstan Dz &, 2001 D &, DM 1,033 70 602 BED
Bearsla Aug. 13, HKI2 Asg. 11, 2405 4 (H} d 426
Serwrgal Agpe. 248, 2003 Ape, 27, 20046 24370 el e
Secrra Leone Sep. 26, M1 Sep. 25, 2004 130,540 Een 003
%ni Lanslka Apr, 18, 2003 Apr. 17, 20046 D (W} 230610
Tapkiszan, Kepublic of Digc. 11, 204E2 Dhec. 10, KI5 65, [ L L]
Tamzania Apr. &, 0O} Tum. 30, 2003 L35 00 15, 0dM0
Uginda Sep. 13, 2002 Sep. 12, 2008 13,500 12,000
Vietram Apr. 13, 2001 Ape. 12, 3004 250 i) 1&5 B
4 450,382 AT TR

e Samsti Fumd for Devcbopment may sha provide resimres o suppon. amespensenis wedor the PRGE through lossn s gealifvieg membeomn in ssooias-
i winth boans tindey the FRGE. As ar Agsril 30, 2000, S00H 49 5 slicn of such asaooianed nsns hsd been didsarsed.
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FINAMCIAL STATEMEMWTS

Poverty Reduction and Growth Facility Administered Accounts

Balance Sheets
as at April 30, 2003 and 2002

(Fn rdermamanaly o SLH )
Auvarria l#n.l: Baotewans
2003 002 23 2003 2003 2K
Aspets
Cash snd cosh equivadesns _ .. ...0 oo — — B, (e —_ - —
Ereiarmens (Mooe 3) ... ... wews 2B &5 (HED — BN & 894 B0
Mulvanee 1 the
PRGE Trew Subskdy Accoust .., ., .., 1oz a0 = = 116 114
[npewest recedvable . . i i ie i s e — — 225 20 == =
Totsl Asscts . 3 25 103 5, 160 B0 IXE  BOI0 7000 7010
Diepodets (Moge d) . ... ... ... ooo... 25000 LE 00 HO000 H0 000 B Ry o 0
Iripewes paymble . - ooo s ileai i inadtns 12 160 | r 116 Ilé
Tooad labilifies . ... v0vavivannanans Sy l02 E5 160 BOO002 0,003 710 T.A10
RIS 2 o v w i mana i e i md R A — — 223 18 — —
Toead Lishilisics and Resowrces ., ., ... 25,102 35160 80,335 R0030 010 ?glﬂ
— == e =
Gireoor Indoncsia Iran, I. B. of FPortugal
2003 202 003 200 203 2002 2003 2007
Aszrts
Cash andd cash equivaken™ . ... ..0v0voes — — 26,000 - = = = =
Iewesemsenins | More 3] 7 o0 R - L0 ] B D L] 1onsl7 11831
Advance payment 1o the
PRGF Trms Subsscdy Acomint . .. ... ... 15 15 —_ —_ 13 13 5 a7
Vi o R S A S — — 70 114 e = = —
onl e e e e Ror FOIE 14,015 35070 L34 5023 5033 10 547 u;ﬂ
—_— === et = - —-—
Liabilities and Resources
b i e 7000 R R L] I5H0 25,000 5000 5,000 10517 11831
o R e 15 15 g 1% 13 23 50 57
Toml Habsllieles . .. o ccivi iy i macsa T.OlE 14,018 25017 25 11E 023 RO2X 10867 11.EEN
T e PP D e e T — — 53 D — —_ — —_
Tocal Liakilicies apsl Bosources ! 705 14,0015 25070 15214 5013 5023 L0567 1LERS
The scxoenpanying nete are an inbegral part af thess fimancial staicmaonts,
/i Edhzard Braw A1/ Hort EShler
Inrecter, Fanance Dy parrmeur Muanaging Dirrctar
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APPENDIX IX

Poverty Reduction and Growth Facility Administered Accounts

Statements of Income and Changes in Resources

for the Years Ended April 30, 2003 and 2002

i m sy o ST

Ansiria Bl gium Botwwana
H0A Pl L 2003 20E 1003 20102
Balenee, beginning of the year . ..o o000 — — 15 1 — e
TErvestment BRCEISE . .. - . - ... .0nrnrnen £ 2,134 1,430 2 A0 17% 358
T R L R R S {2] {27} — —_ {4 [&)
Intcrest expense on dopoits .. oo iiias {1340} {DOL) (400 ) R L {138] (138}
Rt imcoimse 65l 1,50 1.230 2 L] 15
Tranafers co the:
PRGF Truse Suhaicdy Acoount .. o000 165l ) {1,5a) (1.025) (1,002} [3&] {215)
Mt champes 1 résilgol 1 i e -Ll}!. _.ﬂ R s
Balssee, e oo yesr | ... .. ......- -— - 223 14 - =
F——] — b= — "] ——— F-—
Gresce Inadcimenis lram, L. B. of Pornugal
2003 20032 2003 0m2 J00E 2002 203 200632
Hlllﬂl'nh'iﬂﬁr‘ﬂ-hj'ﬂlu auEra e ol — ia ) — = e L L
I PoREnGnE Bt i v i wnvn v n i anm F 1 1,052 S08 #a5 E30 259 274 a1
MY EXDOAREE o e e e R bRk A (4] {12} - = (&) [} {7} (#)
Interest expense on deposity . {6l ] [k ] {62} (2440 28] _{15] (B3] _(59)
MEL e 1 S &bt 395 {irs 231 214 LT
Tranalem oo e
PRGF Trost Subsidy Accomnt .. ... ..., (256 (44 ) {48 {290 {1023 {231] {214} (549%
Mot changes in M .« ..o iena s == = (43H il — o= = L=
Balaosée, cnd o BRE YEIF ..o n'vinuns — — 53 iy — —_ - —
E— pE—r _ = m—— e = —_

The scermpasing sotes are s integral part of these Snancial statersent
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FIMAMCIAL STATEMEMTS

Poverty Reduction and Growth Facility Administered Accounts

Motes to the Financial Statements
as at April 30, 2003 and 2002

1. Mature of Operafions

At the request of cermain member countnics, the IMF estab-
lished the Powverty Reduction and Growth Faeiliny
Administered Accounts (*PRGF Administered Accounts™ ar
=Adminstered Accounts™ ) for the bencht of the Submdy
Accoamt of the PRGF Trust. The Administered Accomnts
commiprise deposits made by contributors. The difference
between interest carmed by the Administercd Accounts and
the interest payvable on deposirs is transferred 1o the Subsidy
Acenant of the PRGF Trust.

The Saudi Fund lor Development (SFD} Special Aceount
was cstablished at the roquest of the SFD g0 prowdde supple-
mentary financing in associathon with loans under the Poverty
Beduction and Growth Fadilsty {FRGF). IMF acrs as the
agent af the SFD). Dishursements from the SFD Special
Account are made sirultancously with PRGE dusburscments.
Payments of intercst and prncipal due eo the SFD under
associated loans are o be transfermed 1o the SFD.

The resources of cach administered account arc held sep-
arately from the assets of all other accounts of, or
administered by, the IMF and may not be uied to discharnge
Fabtlities ar to meek loases incurred i the admimnsiration of
other sccounts.

2. Summary of Significant Accounting Policies

Baiis of Prosoniahon

The financial statements of the FRGF Adminstered
Accounts are prepared in accordance with International
Accounting Standards (IAS). Specifle accounting principles
and dhsclosure practices are cxplained further below. The
preparation of fnancial statements in conformity with 1AS
requites mandgement to make cstimates and ssumptions
that affect the reporved amoaaies of asscts amd [Rabilirics ancd
disclosure of contingent assets and Habilivies at the date of
the financial statements and the reported amounts of rev-
cnuc and cxpenscs during the reporting period. Actual
results coald differ fram those estimates. The financial stace-
ments do not Include a cash flow statement bocause the
statemcnt of income and changes in resources includes the
PMRGF Admindstered Accounts” main ciab flovs.

Revenue and Expense Racogniion
The financial statements are maintained on the scorual bass:
accordingly, income s recognized as it & carmed and expenses
mr&cnrthdﬂll'ﬂ‘.}lul:hﬁmtd

Lirait oo A ceowm

The financial statements arc cxpressed in terma of SDHs,
The value of the SDR is devermined by the IMF cach day by
summing the valoes in U.5. dollars, based on market
exchange rares, of the currencies in the SDR valuation
basker. The IMF reviews the SDR vahsation basket cvery
five years, The latest review was completed in October 2000
and the new composition of the 5DR valuation basker
became effective on January 1, 2001, The curencies n the

baskee as of Apel 30, 2003 and 2002 and thetr amounts
wire as follows:

Currendy Amosint
Exiris 0428
Japanese ven 21.0
Povund seorfing 0 R4
L%, aknller 0577

As aff April 20, 2003, one SR was equal 1o 138391
LS. dodlars {oawe SDR was cqual to 1. 26771 .S, dollars as
of April 30, 2002},

Cash ond Coath Equivalents

Cash and cash equivalents include short-term deposiis with
4 maturity of less than ninety days, These deposits are
denomimated in STVRs or orler currencies and ane carmied o
oo, not cxccoding market value. Intercst reccived on these
instruments varics and & bascd on provailing markece rates,

Imvaddmonhi

The rmewnurces of the Administered Accounts are invested
pending their use, Invesrmvents are made in debt securities
aiwl fived-term deposhs, elther direaly or by participation in
an mvestment peol. Investments are marked to market valae
an the last bisincs day of the accounting penod. The carry-
ing amounts of investments approximate their fir value.
Parchases are valued and reflected on the trade date bass and
sales are based on the aciual settlement date valnations,
Imvesement income comprises interest income, reslized and
unrsalized galns and losses and currency valuation differences
arsang from cxchange rate movements against the SO

[ntorest ratc nsk is managpod by limiting the investmont
pm'l;l'nl'.in e ] 'I\"El'EhIEdri'rmEE gifectrve duration that does
nst exceed three years. Currency risk is minimized by
imvesting i secufitics denominaved in SDRs or in the con-
stituent currcncies of the SDR baker. Risk {5 Rirler
mimimized by ensunng that the currency compodithon of the
investment portfolio masches, as coscly as possible, the cur-
rency composition of the SDR basker,

Trensfers

Incermnal rransfers of resources within the IMF are accounted
fior under the accrual methoxl of accounting.

an-ig.rr I'_'l..n'anqr Trenzlolian

Foreign currency transactions are recorded ar the rate of
exchange on the date of the transaction. At the balance sheet
date, monctary asscts and habilites denoaminated in foreign
currencics are reporied using the closing exchange rafes,
Exchange diffcrences arsing from the scitbement of transac:
tions ab rates differeny from thoss at the onginating date of
the wransaction, and unrealized foreign cxchange differences
o unscetled forcign currency monctary assces and [abilites
are inchided in the determination of nct incmme.
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APPEMDIX IX

Tronshers ko PRGF Trust Subsidy Accound

The difference beraeen the income carned by the PRGF
Adminisered Accounts on the amaount imvested and the
interest pavable on the deposits of the Adminisered
Accounts, net of sy éost, it be transferred 1o the Subsidy
Account of the PRGF Tnast.

Adminesrotive Cosls
The experses of conducting the activities of the Administered

Accoints are incurred and bome by the Geperal Deperiment
of the IMF.

3. Invesiments
The maturities of the investments are as folkows:

Mxturity as at April 30 200% Tz
T rbamanmadi af ST
Laws ghuars 1 yoar 50,274 165 674
1=3 yean 3050 13,051
3-5 veans 87 =
Tozsl B4.411 177 728
e T

Ax April 30, investmenits consisted af the following:

palik] DR
Iw rbomsnmals of 818y
Debt socunticy 4,411 gt oy 1
Fized-rerma deposit —_ RS Os[H
Tartal 4401 177,735

At April 30 investment income comprized:

1003 1002
Aw nlraunmnar s SR
Iteren income +3k3 & 55
Realized (Bosses)/gains, net {560 1802
Unrealized gaina,/(hossca), net #3 i1,308)
Total 3840 TATH
4. Deposifs
Airalrice

The Administered Account Austria was éstablished an
Diecember 27, 1988 for the administration of resournces
deposited i the account by the Anstrian Mational Bank,
Twa deposits [one of SDR 60.0 million made on December
30, 1988 and onc of SDE 50,0 million made on August 140,
1995 ) are to be repaid in ten eqoal semiannpal inssallments
beginning five and a half vears after the date of cach deposit
and emding ar the end of the tenth year after the dare of
cach deposit. The deposits bear interest at a rate of ¥ of

1 percent a year. The first deposit from Austria had heen
repaidd in full.

Baviggiurn

The Administered Account Belgium was extablished on Jily
27, 1988 for the adminkstration of resoarces deposited in
the stcount by the Matiomal Bank of Belgium, Four deposits
(SR 30,0 million made on July 29, 1988; S 35.0 mil-

92 ANMNUAL REFORT 2003

s made on December 30, 1988; SDR 35,0 mallion madc
an June 30, 1989 and SR 80.0 million made on Apnl 19,
1994 have an inidal mamney of wx maomiths and are rencw-
able by the IMF on the samc basis. The fnal matanty of
cach deposie, inclading rencwals, will be ten yoars from the
initial dates of the individual deposits, The deposits bear
imtercst an a rate of ¥ of 1 percent a vear. In aceordance with
ani addendum to the account, cifecerve an il.l.:lgr 24 1998 the
maturitics of the Grst three deposats wall be extended by the
Matbonal Bank of Belgium, for further poriodh of six months,
provided that the total maturity period of cach deposit does
nat exceed five years. The deposies are imvested by the IMF
as administravor, and the IMF as adminastrator pays the
Mrathional Bank of Belgium intcrcst on cach doposat at an
anmisal rate of Yol | perecnt. The differcnee betweon the
interest pakd 1o the Mational Bank of Belgium and the intcr-
cst carned on the deposits {net of any oot to the TMF) was.
retatned In the account and invessed, As of January 31,
2001, the Ministey of Finance of Belgium anthornzed a
wransfer of STHR 8.2 million in nct carmings o the FRGE-
HIPC Trust. The first three deposies, wotaling SDR 100
million, were paid in full in Jameary 20401,

Bolywano

The Administered Account Rotswana was established on July
L IWlﬁ:rth:ldmd.nhtnﬁnnnfmdqpcﬁ.mdhﬂu
accoaint by the Bank of Botrowana. The depesit, totaling SDR
6.9 million, is o be repaid in one installment ton vears after
the date of deposit, The deposit bears interest at a rate of 2
percent a vear,

Greeco

The Administered Account Groeee was established on
Movember 20, 1988 for the admindstration of resources
deposited in the account by the Bank of Greede, Twn
depesits of SIVR 35.0 million cach {December 15, 1988 and
Apal 22, 1994 are to be repad in ton equall semsmameal
installmenits begpinning five and a half years after the date of
deposit and will be completed at the end of the tenth vear
after the date of the deposats. The deposdts bear inferest at a
rate of ¥ of 1 peroent a vear, The first deposit from Grooee
has been repasd in full.

indanesia

The Ademdnisrered Aceount Indonesia was cstablished on June
A0, 1994 for the adminisraton of resources depositdd in the
account by the Bank Indoneska. The deposiy, poaling SDR
25.0 million, is to be repaid in one installment ten years after
the dare the deposty was made. The interest payable on the
deposit b equivalent po thar obtained for the investmene of
the deposic kess 1 percent a year,

fulomic Republic of o

The Administered Accoont [damic Repablic of Iran was
cuablished on June &, 1994 for the sdministration of
resopnges deposited in the acoount by the Central Bapk of
the Islamic Republic of Iran (CBIRIL). The CRIR] has made
five annual deposies, each of SIVE 1.0 million, Al of the
deposits will be repaid ar the end of ten years after the dare
of the frst deposit, Each deposiv bears interest an a rate of

Yol 1 percént a year,
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Partugal

The Adminkstered Account Portugal was ostablished on
May 16, 1994 for the sdministration of resources deposited
i thee account by the Banco de Porouggal (B4} The BdP
has made six annual deposits, cach of SDR 2.2 million
Each depoait is to be repaid in five equal annuoal install-
menes beginming =ix years after the date of the deposit and
will be completed ae the encd of the peath year afier the dare
of the deponit. Each deposis bears inrerest at a rate of ¥ of

I percent & year,

5. Associgied Loans vnder the SFD

Special Account

The SFD has prosdided ackdishonal resmisrces to suppor
arrangements under the PRGFE, Funds become available
under an ssociated loan after a bilateral agreement between
the SFDY and the recipicnt country has been effected.
Amounts denominated in SDEs, for disbursement to @ recipi-
ent country ander an associated boan, are placed by the SFD
in the Saudi Fund for Development Special Account for dis:
bursement by the IMF simultancously with dishursements
under a PRGE amangentent. These loans are repayable in ten
egqual semianmeal insallments commencing ot Lter thain the

FINAMCIAL STATEMENTS

end of the firt sx months of the sicth yvesr, and are to be
completed at the end of the tenth year after the dage of dis-
burscment. Interest on the outstanding balance is currently
set af & rafe of Y of 1 percent a year,

The receipts and uscs of resourees for the Saudi Fund for
Development Special Account & of Aprl 30 were a5 lollows:

Reccipts of Resowroes

Cummlstve transfers from che
Saul Fond for Devclopment A9 500 49 500
Lammlite repaymicain of sisocuaied kaam 40,500 34,300
Comalsthe reonipis of imtorest on asogiased loans 1 B58 1,788
Mcoroed inrerest om psocainsd boans 1& e |
9876 85011
Usen of Kesources
Agsociated koans 9500 4000
LisilEne repaEncita b (e
Sawndi Fund for Development 40500 34300
Cumulative payments of intenest on mransiers 1.568 1. 7EY
Accrued (n2ered on Eransicn 18 iz
PLETS  B5ull
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APPENDIX

94 ANN

[ 4

PRGF-HIPC Trust and Related Accounts

Combined Balance Sheets
as at April 30, 2003 and 2002

{ o el walls o SEAR S}
2003 202
Aszets
lewvesensemis (Mote 3) ..., 00 a9y 3% 524
Imterest pecervable . .o issniasnsesnaais &, 1 By 2. 136
TR e e P L 1,321,057 1 406,637
Liabilitics and Kesources
Bornowngs (Moo 8) ... o caiiiaiiaan ], 138 L2 ey b
Imtcrest payablE. ... iai o laiananes Bk 1,298 185
g B R S R o S 02 413 41872
Bl L L L S s e e T1E.034 Bl 755
Total Liskilivies and Resougoes ..., ... .. 1,321 057 1 406 627
s T

The socosmpanysng nodes ire an insegral past of these comangd hnanosl fisemen

Fud Bdusrd Mesu Fu# Howee Kohder
Diirecor, Finanet Departuicnr Manidgard Hreitar

PRGF-HIPC Trust and Related Accounts

Combined Statements of Income and Changes in Kesources
for the Years Ended April 30, 2003 and 2002

T —

005 2002

Batance, beginning of the year ... ... ... .. 863,755 975,513
Invvestmnent imcome (Mot 3) .o caiaan x1.221 51,26
IREICES EXPOOE - anvn comn b ke {1.93%) (1925}
CORISET EMPRETMIES .\ 4 (o vn b s hnn A {265 [173%
Diperatbomal BRcoise . .. vovvnnnrranses N alE 401 aE
Contribunons recelved . . ... iiiiaies XE 43K TR
B PR e D (263 130) (251 532)
(198 0BT L1567 )

TS v v s pvwmesnsmns s memsmmns 52,966 16,289
Mer churges [mresouites -, oo (145,121) {11178
Eahwnor, end of theyear ... ociiaiiiaan.s T18 554 H&3 TEE

The accomgpanying nooes arc @ inrcgral par of these combined fimancisd saremons
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FIMNANCIAL STATEMEMNTS

PRGF-HIPC Trust and Related Accounts
Motes to the Combined Financial Stolements
as at April 30, 2003 ond 2002

1. Natre of Operations

The Trust for Special PRGF Operations for the Heavily
Instebied Poor Countrics and for Intenm FRGF Subsidy
Oyperations (the PRGE-HIMC Trust) and Related Accounts
compeise the PRGE-HIPC Trose Account, the Umbreella
Account for HIFC Operations, and the Post-50A-2 Adminis-
teredd Account. The PRGE-HIMC Tnest Acoount comprises
three subaccounts; the PRGE-HIPMC, PRGE, and HIPL subac-
counts, Combbning balance sheees and income statements and
changes in resodrces for cach of these accoaints are provided in
Niote 6, Transacions berween the above scoounts are elimid-
mated on combination in the combkned balande sthects and
combined income statements and changes in esources,

PRGF-HIPC Trust
The PRGEF-HIPC Trust, for which the IMF & trustee, was
cstablishod on Febraary 4, 1997 o provide balance of payments
assistance o kow-iIncome developing membssrs by making grants
or ks 1o cligitle members for the purpose of reducing their
external debt bunden and for intenim PRGF subsidy purposes.
The resources of the PRGE-HIPC Tt are held soparately
fram the assets of all oeher acoounts of, or admiristersd by, the
IMF and may not e used 1o discharge labilities or to meet
lemsses inevirred b the adminitraton of ather accounts.

The operations of the PRGF-HIPC Trust are conducted
thl‘ﬂl-lﬁh the PRGE-HIPC Trst Account and the Umbirella
Aecount for HIPC Chporations.

PRGF-HIPC Trush Accoind

The rewwrces af the PRGE-HIPC Tt Account oot of
grant contibutons, borrowings, and other oypes of invest-
ments made by contrbuatoss; amounts rransferred by the [MEP
from the Special Disbursement Account and the General
Resources Account; and net carnings from investment of
resouerces beld in the PRGF-HIPC Trust Aceouit.

The PRGF-HIPC subaceount hobds resownces thar can
finatice either HIPC operatons or iverim PRGE subsdy opera-
tions; the PRGE subaccount holds rescurces eanmarked for
interim PRGF subsicy operations, while the HIPC subaccount
hiolds resources carmarked for HIPC opentions. PRGE-HIPC
subscommt resominces s 1o fnance HIPC operations through
the HIPC sabacooant are repayable mo the PRGE-HITC subac-
conent and bear interest ot a rape equeal o the averge returm on
invessments in the Special Disbursement Account.

The rescmirces held in the PRGE-HIPMC Trust Acooiit ane
to bt wsed by the trustec to make grants or loans 1o cligible
members that quialify for assistance under the HIPC Lnikstive
and for subsidizing the interest e on interim’ PRGEF opera-
vinns g0 FRGE-cligible members,

Limbrella Account for HIPC Cpenafions

The Umbrells Account for HIPC Operations (the Umbrelia
fmmtﬁmqﬂﬂnﬁﬁmﬂwpﬂdmmm
made o eligible members that queabify for sasranee under the
terms af the PRGE-HIPC Trest. Within the Umbrella Account,
resouarecs roccved are sdministesd through the esablishment of
subaccounts for each eligible member upon the approval of dis-
busrsements uder the FRGE-HIPC Truse.

The resoarces of a subaccount of the Umibrella Account
comisst of | 1) amounts disbursed from the PRGE-HIPC Thist
Aceount as granis o loans for the benefit of a member, and (2]
net earmings from investrment of the resowrces held in the sub-
account.

“The resowrces held ina subaceming of the Umbsrells
Account are to be used vo meet the member’s debr obligarnons
to the IMF, or accounts admindstered by i, in secordance with
the schedule sgreed upon by the rustee and the mensber for
the wse of the procecds of the PRGEF-HIPC Trost disburse-

sCNES.

Post 504 -2 Administersd Accound

The Posr-5CA-2 Administered Account, which is adminisered
by the IMF on behali of members, was established on Pecem:
ber 8, 1999 for the temporary administration of nesources
tranaferred by members following the termination of the see-
ond Spodal Contdngent Accoaint (SCA-2 ), priess to the final
disposition of those resources,

Besources regcived from a member's cumulanive SCA-2
contmbutions, together with the member's pro rata share of
investnient returns, shall be transferred to the PRGE-HIPC
Trust or to the membber, 0 accordance with the member’s
instructions. The assets held in the Post-20CA-2 Adminstered
Account are held separstely from the asets amd property of all
other accounts of, or administered by, the IMF and may nog
be wsed to discharge habilitkcs or to mect Jevimes incurmed i the
sdminmtratson of other accounts,

2. Summary of Significant Accounting Policies
Basis of Prosentation

The fnancial statcments of the [MF are prepared in accor-
dance with International Accounting Standards [LAS),
Specific accounting principles and discloaure practices an
cxpluned further below. The preparation of financial stave-
mcnts in conformity with [AS requircs management 1o make
estimates and assumprions thar aifect the repomed amouns
of assers and Habilitics and disclosure of contingent assets
and lalbsilivies at the date of the financial stetements and the
repored amounts of revenue and expenses duning the
reporting period. Actwal results conld differ from those esn-
matcs. The financial statements do not incluide & cash flow
statemicnt becase the statement of Income and changes in
resources includes the MPRGF-HITPC Trost and Belated
Acconmas” main cash ilows.

The Anancial statements are prepared oo the acorual bass;
sccondingly, income & recognized 2 it & eamed, and expenses
are regorded 2 they are incumed.

[y T} of Account

The financial searements are expressed in terms of SOR The
value af the DR s determined by the [MF cach day by sum-
muing the vahies in U5, dollams, besed on market cachange
rates, of the cemendcies in the SR valuatson basket. The IMF
reviews the SIYR valuation basket every five vears. The lapest
review was completed in Ovtober 2000 and the new conpos-
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tion of the S valuation basket became effoctive from Jano-
ary |, 20001, The currenches in the basket as af Aprl 30, 2003
anad 2002 s their amounts were as fiodlosas:

LClarrensy At
Eare L
Japaneic yen 2.0
Tomna sterlimg 0.0984
LLS. dallar 0577

Ax ol Apnl 20, 2003, one SR was equal 1o 1 28391
LS, dollars (omne SDR was equal o 126771 LS, dollirs s
of April 30, 2003).

Cash and Cosh Equivalenis

Caah and cash espurvalents include shor-term deposits with a
mamirity of less than niney days, These deposits are denomi-
nated in 3DEs or other currencies and are carned at cost not
exceeding market valibe, Intorest received on these fnstoa-
mciits varics and & based on prevasling market rapes.

frmamihmaamhy

The resomirees of the Trust are imvested pending their uae,
The Trast invests fn delba securities and Rxed-term deposits,
cither directly or by partcipation in an investment paod,
Investmens are marked i markes on the fast business day of
the aceounting persod. The carrying amounts of irveaments
approzineste vheir fir valoe. Purchases are valued and
reflected on the trade date basis and sales are based on the
actinal settlement date valuations,

Ievestment income conipriscs interest eanmed on invest-
menis, realized anad uarealized gains and losses on
investments, angd currency valuation differences ansing from
exchange rate movemenis sgains the STIR,

Interest rate risk is managed by lmiting the bvestment
peertflbo to 3 weighted-average effective daration that does
ot exceel three years, Comency risk is minimize] by invest-
ing in sccuritics denominated in SD¥s or in the constituent
currencics of the SDR basket, Regular portfolio rebalancing
vo ensiire that the cerreney compositon of the investment
poartfilio marches, as closely as poasible, the currency com-
position of the SDR basket further minimiees nsk.

Contribmtrons

Rilateral contmbutions are reflected as incnesses in resournces
after the achievement ol specified conditions and anc sulsyject
i bilateral agrocments stipuliting how the resourees are to
be used,

Tremnabery

Iracernal rranafers of resources within the IMF are accounred
for under the acorual method of accounting.

Foreign Currency Translotion

Foreign currency transactions are recorded at the rare of
l'.ll:lH:.l'lF on the date of the transaction. At the balance
sheet date, monctany sssets and Habilithes denaminated in
forelgn currenches are peported using the closing exchange
rates, Exchange differences arising froms the scitlement of
transactions at rates different from thase at the originating
date ol the transaction and wnrealized Forcign evchange
differences on ansemtled foreign currency moapetany asseis
and habilitics are included in the determination of net
income.

192 ANNUAL REPFORT 2002

Administrafies Cosds

The expenses of conducring aouvities of the Trast and relaved
accounts are incumed and bome by the Generil Diepartment
of thee TME.

3. [rvestmenis
The mamerities of the inveuments are 2s folbows:
Masusity as st April 30 TO0A 2
o hesraraiady af SR
Lass than | vear SHT R4 ITaAlT
I=3 yeary 39205 61,07
L5 years ol —
Tostal 16929 438 524

At April 30, investments consisted of the following:

ik hng
I nbomumnady af SI2R
Dbt secuiriben Fegi9 115,352
Fingdd-term doponis — 113,172
Tital El6919 418 524

A April 20, investment income B compriscd of

2003 JEMEE
T tlwemawads ol 513K
I e imcinme 54641 &9 704
Realiped |losacs)fgabns, ft (2701} 44677
Urnrealined honses, mey (130 (3,152
Fachange rage {homaca) /gasns, et {20 i
Toal 1R 50 266

4. Tronshers Receivable and Poyoble

Ar April 30, 2003, the HIPC subaccount had cransdes
pavable to the PRGE-HIMC subaccount arsng from past
dishumements to the Umbrella Account under the HIPC
Initiagive kn the amount of SDE P96.7 million, including
interest (SDR 437 .0 millon ar April 30, 2002 |, [nteresi
pavzble between subsccounts & climinated on combination,

5. Borrowings

The Trust bowrows on soch terms mdu:-l:u:ld.i.ﬁl:uu..ull;rrﬂl
berween the Trust and the lendon. Interest rates on baorrow-
ings ar Apeil 30, J003 and 2003 varied betweon O percent
and 2 perceni a year, The principal amounis of the basmos
ings are repayable in onc installment at their m.al'unty dytes.
Scheshiled repayments of borrowings anc summanizod bedow:

Finaiscial Year
Ending April 20
I dleiassiiaaly af SIAR
20 -
2008 15 0
20y _
2007 -
Jood 10 st
200EF gl Bepond T 59
Tous RCINE

Borrowings daring the financial year ended Apnl 30,
2003 amounted to SDR 31 million (SDR 150 million for
the Rnancial year ended April 30, 2002 ). There were no
repaymicnts in the vear ended Apeil 30, 2003 (SDR 15 mil-
Hon for the vear ended April 20, 2002). Bomowings
inchude foreign currency amamints,
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8. Combining Bolance Sheets and Statements of Income and Changes in Resources
The balince sheets and satements of income and changes in resources for cach of the sccownts and subsccounis in the FRGE-HIPC Trust snd Related Accounts are presenited below:

Combining Balance Sheets
as at April 30, 2003 and 2002

o sl o SLARLR)
003 2002
MRGE-HIPC Trust Acooant Uenbredla Umihrclba
niabacciang Aggount  Powr-5CA-2 FRGE-HIPC  Account Posa-3CA-2
for HIMG Admsdndoered  Combined Truat for HIPC  Adminbtered Combined
FRGE-HIMG RGP HIPC  Combined  Opcrathons  Accounst Total Accanmy Operatdons Aeoisng Tiotal
Assetn
Canh and cash eganvalents 535457 2 861 — 580319 A0 505 0023 R R E SRE TR 30116 49,90 Wa5 AT
lavestmenta 302 544 14, 385 - 36920 - = NG99 415524 - - 438 524
Tesnulem b and Frerm aibaooousts e e ] == | TOFOLO) = =a . == = — == =
lenerest recevable 1303 = - 3,303 703 174 4,180 g4 1013 a7 2230
Toal Asscnn 1635 814 18347 (F7010)  BE9.B51 431,304 197 13231 067 1025224 A31.038 50375 | AGosd7
Lisbilitics and Resources
Bomwings 60,125 - - B0l 125 - —_ #0125 S17ET — — 541 7EY
Imterest payable 1. 298 - - 12198 - —_ 1,298 1,085 - — 1,085
Touad Liabslicies [ LR ] - - 602 423 - - 6Ox 428 B2 H7T1 - — 42 NT2
Accumuloed resoarnes L35 591 18247 { TRT 01O A&7 118 4201, 309 #0197 ThE A54 482 352 %5] 128 B0 278 &8 TRE
Toaal Liakibeies gl Resisaroes 1,638 514 18247 | 7OF010) ESQ 851 421 09 &0 197 1,321,087 IEJH A31,128 EpATE 1 AD8 52T
= e = ey marr— == Femmar [ =t=r—yr § b e e f——iar==—r - i e A i ek
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Note & (eoseludica)
Combining Statements of Income and Changes in Resources
for the Years Ended April 30, 2003 and 2002
i hauwndr of STHL}
21 20al
PRGE-HIMC Trsst Aocoume "mheella Uenbsrells
subaccount Account  Post-SCA-2 PREGE-HIMN:  Accoand Pot-SCA-2
for HIPC Adminisvered  Combimed Trumst for HIMC  Adminiviered  Convbined
FRGF-HIPC  PRGE HIFC  Combsimed Operstions  Account Towl Acoonmnt Operarions Ancount Tostal

Balance, beginning of the year PHCTEY 14591 (adT001) 482352 331,138 50,175 £61.755 538 405 S43410 #3318 §75.553
Ivpstmaont neome #7041 437 = FE L 7orat a6 A1 &2 SN0 038 1 il 5l 2ok
Inscwrst capcnas {1.238) — L4 4548) (1. sagp —_ — (1938} [1.5E5) — — (1 925)
Dther cxponso [255) {10} - [265) - - {265} (173 - - {173}
Operatsmal mcome, /(o | F4E 412 i 14.458) 20 50 7.7al 54 IPA1R A7 ELY 9,632 K. 49,168
Contnbutions. roocmrd A1.181 A4 o daAdE e = 5425 Taowr = == 7,087
Girands — — [345,558] (M5553) H5551 - —_ (29,542 219 562 — —
Iabanomoniy it — - i {63, 1 300 e {2k, 1 30 = (331,033) = (&b 53y
LT b A656 (360009  (M9.224) 18] 936 {198, O87 ) (1R 5T (LT 282) .0 {1 28667 )
Trarér LM — — e (NN —_ (10034 01k ] M} —_ (44,711} 16,849
Mex chamges in resources 131139 Ah50 (360,007 {215234) PO,IH] (ID0TE] {145,120 % {43 [ bZ,282) (430430  {LLL77H)
Balance, end of the year 1035891 18,47 (797.0010) E57, 1328 4211 M 40,197 TIE G54 52 352 331,118 50175 BB3, 755

iinieret perable bemwten mbacionses smeramting o SDE 145 million (SDR. 175 million sl Apeil 30, 2002 ) han, bees chimsmaged in the commbined testals
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FINMAMCIAL

STATEMENTS

Sebuedule 1
Post-SCA-2 Administered Account
Holdings, Interest, and Transfers
for the Year Ended April 30, 2003
fm thaimnaly g SRR
Balance Tranidfers tis
Beginning Inserese PFRGE-HIPC Balance End
Momber of tht Year Eamned Trust — of the Year
Irkd s Ala 111 5427
Blrazil I E0E 1358 (1053} =
Dominican Repoblic R4 20 —_ 1.0a015
Eatonia, Repulbdic off 1 —_ {1} —
P 212 4 HE 216
Fozidars 1117 24 1,141
Tonga 18 | o)
Trinsdsd sl Tohago 2400 50 — 2,450
Wanisiri 45 | = 44
Venerucls, Repdbics Bodvanan de 29271 ﬂ — 29 8]
Toaal MEI75 P56 (1004 S0, 197
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Schedle 2
PRGF-HIPC Trust Account
Contributions and Transfers
for the Years Ended April 30, 2003 and 2002
sy af S8 )
Subaccount
FRGE-HIPC PRGEF HIPMC Cosmbibned

Tear ruded April 10, 2002
Algenia 412 - 412
Aunatralis _ _ i 3050
Belgium 2,631 2 3,421
Belize 0 — 0
Brenel Darosaalam 4 — - 4
Codomsing 13 —_ - I3
Croatia, Republic of 21 —_— - 31
Diemntark 1,386 — - 2. 384
Fuzonis, Republic of 372 - = 372
Einland 323 _ -— 333
Liabom 458 —_ - 458
lceland LE4 —_— - 184
Japan i 15,441 —_ - 15,441
Larva, Bepabhe 157 —_ - 157
Malayuia 4TH — — 4R
Mexico 7 o2 — - 7983
Netherlands = — 16,347¢ 18,347
Magree 4304 - - 4,314
Powaray 2,302 = 2,302
Oman 73 — - 73
Podand, bl of 1,234 _ —_ I 234
5e, Vinceent and the Gerenadine 1 — = e
Saadi Arakbia oTR —_ - aTe
Singaporr 4 = = Y
Sisirth Adrca 4,000 o == 4,000
Sweden 5312 -_ = 5432
Swarperiand 1216 e i 3216
Thailand 50 - - 350
Tanisis 145 —_ - 134
United Arab Emiratos 53 L= — AR
53430 - 20,267 73,697
Transfers froem SDA 6 000 — - ] i
115,030 s 20,267 135,297

Tear cuded Ageil 30, 3003
Belgium 3,625 —_ - 3425
Bichre 0 — = -2
Brasil 11,033 — — 11,033
[Fenenisk 31,188 —_ - 2. 18%
Estania, Republic of 1 - = 1
Latvia, Ropuhblic of 142 —_ — 142
Mesio 754l - - 7.0l
Medherlands —_ 245 —_ 3144
St Vnéend and the Cirenadines ! —_ — 11
Sonath Adrica 4,000 - - &, 000
Susrrarand 1200 — e 5.200
32,181 22 — A5 415
Trasmfors from SO £ 001 — — 4 000
9 181 3244 - o428
p=—j e —_—ar

Umclndes am additesnal grane consrison by the MNothorfands v Zambia im the conoes of the HIPC Iniviarss
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Schedule 3
Umbrella Account for HIPC Operations
Grants, Interest, and Disbursemenits
for the Years Ended April 30, 2003 and 2002
(il Blessssraaad's o SEH8 5
Balamce Grami from
Reginning PRGFE-HIPC Insereat Ralance End
of the Vear Trust Account Earned Disbursemenis ol the Year

Tear smdedl April 30, 2R
Berzn B2 3,680 50 3859 o
Badnaa 2084 HiH | AR} REG FOET
Barkanas Fas 14, 654 15,240 454 4044 15748
e P 411 290 15 - Taa
Chiad = 2 X80 &7 1.067 40
Etbnnpua = 4036 23 1212 1857
Ciambia, The 72 —_ 2 a [
L TTTY — L 14 — Q oy
iines 3238 —_ an 22338 7
Cisginga- Binasy awi = T i -]
Crryana 18 640 - L1 6E5F 13,148
Hssiluiras — 4 500 46 2 350 3 e
Msdaprawar L 1 Ada kS - 1465
Mlakawy L 144 i o 1043 23
Mialy 16 218 BT 5% i 9. kgl
ivkaerstanis 5,005 6,560 117 7 ekl A At
Miripasn By 63,733 12519 1 B6 17,359 &), 77
Magor 437 1ore -3 430 (L
Reamnda 3708 1867 g 4 5 R45 M
Senegsl 1118 3387 44 5132 2414
Swcrra Levne — 23640 ar YRIH 13.85%
Tanrsnia 13,410 &.T15 LAl 18332 LT
L ganida B3I 374 1,585 2187 18607 ol n
Farsba 119 &Ta E % 1 1,756 1LE BEP Bako

43410 1562 00688 251,582 330,128

jismmar ] s mrv |~ i =i T
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Schedule 3 (oomilmded

Umbrella Account for HIPC Operations

Grants, Interest, and Disbursemenits
for the Years Ended April 30, 2003 and 2002

{ o rhmseay af SE1R0)
Balance Granis from
FRGE-HIPC Interest Balance Enad
of the Year Trust Account Earned D biirseniene of the Year
Tear rmdeal April 10, 200

Pai=n [ 12 680 44 3 7EE 0T
Bedlivaa 39057 - 735 7748 Erite
Barking Faso 25,743 1. 342 i3 967 20 656
Casmenodsn TA& — Il 125 432
Chad E40 1478 9 2. 327 17
Eshaopia 1857 4,139 34 3904 1,116
Cianihia, Thc 63 — 1 26 4}
Chama oRg0 - 25 9 ET4 170
el ar 2746 ] 1888 gln
Giizines: fatas 5 - - - &
Ciavana 12248 4 133 153 6,728 MG
Huanduras 2206 - 13 2. 3xrs il
Melacks gaicar 1,405 2 BT 28 2183 2,198
Blalamy ¥ | - 1 - 4
Mlali Q.743 32,038 339 745 EEE
Mainrisia 4 A4 21,545 By D474 I ®EE
Mosamhigue BT 7 - 1 08T 14,382 47511
Micarsgua — 1,588 9 xS 1232
Niger i,101 1,813 9 1,09% 1 824
Rwands kL1 LR ] 1.068 87
Srncgal A414 _ 26 3413 7
Sicrrn Lo | B RES FANLT ] 156 13 A60 14055
Tanzarai TOA1D - 1,238 16 152 LLEE
Ugands B AT E 1,234 16917 53 94
Fambia A,620 234 4001 1 iy (e e I 18.R37
B3l 128 B45 553 e | 263,130 421, 3%

[ —

|

Ulmcludes am sddiibonal grane conenkssiion by the MNetheriands 1o Zambis i the consew of the FIPC [nmiaorer
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Schedale 4
PRGF-HIPC Trust Account
Cumulative Contributions and Transfers
as at April 30, 2003
{ I abos iy af TR )
Subaccouant
PRGE-HIPC PRGE HIME Coambined
Adgeru #12 — = 4132
MAuscralia —- —_ 1701 17019
Austna - - 2Rl 2.91]
Bamgladesky 1163 - = b, 1&3
Barbadews 280 - - 2ED
Beigium 18 454 - — 18,454
Betere 100 - — 10
Eraail 11,033 - 11,088
Brunsi Danasslam 4 - - 4
Cambodi a7 = o 17
Canacly 32,929 - - 22929
Chana i3, 133 - - 13,132
ok b 13 - = 13
Croatia, Repablic of il — — |
Cyprua Sl — 544
Dienimark I 3,068 - -— 18,068
Egpt a7 - - i
Estonia, Repablc of T = = ir
Findaped 2 A81 - -- 2503
Framix 55,092 - —_ 35 R92
Crabsn 458 - - 43R
Girpece 2,300 - - 2,200
lcelarsd X ] — - 43
Imdia kot _ — D
Imdenciea i24 - — 124
Teclamd 1937 — — o7
larax] 1,18 — - 1,189
Teady 43,349 = = 43,309
lamaica (B0 ] — — 1. 800
lapan 8,355 — s QR 355
Kored 10,625 - - 10635
Karsaiz 108 - - 1os
Latvia, Repuablic of Sad — - 56K
Lunemboarg, 488 = - 458
Muabsysia 47T = = 478
Adalea Toa = - Toe
Masnnio 4 —_ - 40
Mexioo L343 - — 13943
Mun=u 4 - = 49
erherlads — 16 286 16 47! LN 6
New Eealarsd 1,158 = - 1,158
Migeria EAls — —_— BALS
Norway 10,698 - 10,598
Chman Ta - - 7a
Pakistar 105 - o= 10
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Schedule 4 (concfuded)

PRGF-HIPC Trust Accouint

Cumulative Contributions and Transfers
as at April 30, 2003

il plsnmnaly & SO
Subagcount
PRGE-HIPC FRGE HIFC Caom bri e

TPhulippamcs 4,500 — — 4 500
Tolasd, Repiibilic of 2.1 - - L11T
Tresrnungal 4450 . . 4430
Buasian Fedoraton 10,300 - -— 10, 300
2. Vimkent and the Grenadines a3 - -- ai
Samsos ] - — 3
San Marmo, Repablic of a2 - - 31
Saundi Arabia 7R - — 78
Singaguoee 249 - = 249
Slervak Rerpen b 2 - - I b
Shevene, Regublic of il = - 3l
Soairh Africa 12 B985 —_ - 11 895
Spain 1 550 - 18,550
5 Lanks i - 12
Swariland 200 - — )
Swedon 53211 - - 5,422
Buarzerlasd S ciHn — L]
Thiaikanid IED - - IE0
Tanisiz 136 — - I35
United Arsl Emirstes 53 - 353
Unieed Kongadins 2388] - 13mi7 &7 A58
Uniced Seaces —_ - 121932 221 983
Victnam 10 — — 1y

41330 1e.33 19,116 o672
Temnsfers feoen S04 EE) 00T — — 350 w7
Transfers froem GHA TL AN — - 71,456

424,453 — - $14.453

S ATE 16,336 i Y] 1,141,135

=== — = = ]

imcludes s sddiesnnal grans comnibsmmion b che Medseriands 0 Zambsa dn the comtive of ve HEIPC Enimatne
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Other Administered Accounts

Balance Sheets
as at April 30, 2003 and 2042

Framework
Addeml pdvvesed
Accoam for Foor Teechimical Aclmnimintered Supjlementiy mmm
Admimiarered Selecred Fund AsizErance ALCOEAE = Fiasnsng Facllity Assteranie
Account Japan Activites—]apan Axtivithes Sipain Subaddy Accoust Subusldy Accoust!
B3 a3 3603 10032 by 1002 loay 1002 lopa o002 03 O3
{im alwmsrinds o [78. datlarr} 1 siminnals af S00R )
Assets
Canh snd cash equrvalents 119033 117277 25,031 U 14459  EA84 — - 2,341 2.700 5441 RAT
Intorest peschable — — - - - -— = — {1 13 — —
Total Asscts 19837 7277 25031 10459 14459 RABd - - a5t 208 41 587
Resources
Total Resouries li#aa VIR 25,031 0459 iHass  EAR — - 1351 24 i LLE
ST ety = T . —— g Sy - ey ]
The socompamying noetes er s invegral pan of chess financial sasemone.
The Momt-Conflet Emergency Amistanis Acgomnt for FROF-clapbic e wan extablished on bay 4, 2001
#u Edward Bram /u/ Hone Kahler
{vreceer, Fimanes [ parrment Afanaging Mreoer
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Other Admindstered Accounts

Statements of Income and Changes in Resources
for the Years Ended April 30, 2003 and 2002

Framework
Adimimsresed
Audmnimdsrered Agooume Thee Post-Condlict
Aconmnt for fioer Technboal Adenlaimered Supplensenrary Emergrncy
Admimisrered Selecoed Fomd Askitance Acooump— Fimancing Facilsty Anmiatame
i 2002 2003 2002 i1 2002 Mal 2002 2003 2002 2003 i i
{fn thamsraids o ['.5. daller) {iw ihwmsnndy of 3L ———s
Bslange, bogsming of the your L1727 114,184 LAY 14584 HAH4 4,539 =S By 2,393 243 =BT =
Incormae cammed oo emvesimscna {1 ] 3103 22T 198 142 129 - a3 4B [ 103 -
Cantributsons rearived - — XI5 508 4 a6 14 834 E4ll &0 EI154 - - A0 I.360
Faymemts. o0 and on bohalil
ol beeneficiarses — — 21,163  [19.334) (EEDL}  (4.5%5) [#0) (329187} — — (Ll {TTR)
Nt encoemi e 1 3 a3 4572 AT &, 175 2o45 — - +R .13 4554 E&T
Tramfers o the Spevisl
DPeabarsement Acooumt { Motz 4) - - - - — — — — = {103 - -
Nex chanpes in resousoes I, el i0a3 4,572 5ATY ,175 345 - — AR _ 140 4,554 _ BET
Halarsce, end of the year 19057 W77 35031 0459 4459 BAR4 o = 1351 1908 54l 587

T socompanying notey v an mscgrad pan of these fnascall seatcmonn.
The Fost-Conflict Emergency Anintsswe Scovumt for PRGF-cligitle memben won oatsbinbhed on May 4., 200§
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FINAMCIAL STATEMEMTS

Other Administered Accounts

Mates o the Financial Stotements
as at April 30, 2003 and 2002

1. Malure of Operafions

As the request of members, the IMF has established special
pUrpoLe accounty b administer contribured resources and o
perform financial and technical senices consistent with the
purposts of the IMFE, The assers of cach aceount and cach
subaccoqnt are separare from the sssers of all other acooums
of, or sdministered by, the IMF and are not 1o be used 1w dia-
charge labalitics or to meet bssscs incurred i the
administration of other scoounts.

Administered Account Japan

At the request of Japan, the [MF estalilished an accommnt on
March 3, 1989 1o administer restnirees, made avatlable by
lapan or other counmmes with Japan’s concurrence, that are to
e umed oy asist cermain members with overdiee obligations o
the IMF. The resources of the acoont are o be disbursed in
amounts spocificd by Japan and to members designated by
Japan,

Administered Account for Selected Fund Activities—

At the request of Japan, the IMF established the Adminis-
tered Techmical Assistance Acoouint—Japan on March 19,
1990 o adminiser resources contributed by Japan o
finance pechnical assistance o member countries. On July
21, 1997, the account was renamed the Administered
Account for Selected Fund Activities—Japan and amended
1o include the sdministration of resources contribuced by
Japan in suppoet of the IMF's Regional Cifice for Asia and
the F'.I:iﬁtl:w}.m resources ol the account i

for rechndeal assistance sctivitbes are wsed with the approval
of Japan and include the provision of scholambips. The
resources designated for the OAR are used as agreed
between Japan and the IMF for certain activities of the IMF
'A':i.lhrupucltu-.ﬁ.li.‘- and the Pacific I'h.l'l:l.lshl:l'ﬂ:ﬂ'ﬁ.l". I¥is-
bursements can also be made from the sccount to the
General Resounces Account to reimburse the IMF for quali-
fring rechmndcal assistance profects and OARF capemes,

Framework Administered Account for Technical
Assistance Activifies

The Framework Adminkstered Accont for Technical Assis-
tance Activities (“the Framework Account™) was established
by the IMF on Apnl 3, 1995 (o receive and adminiser con-
trnbuted resources that are o be used to Anance technical
assixtance contistent with the purposes of the IME. The
financing of technical assistance activitics o implementod
through the establishment and operation of subkaccounts
within the Framework Account.

Resources are to be used in accordance with the written
understandings between the contnbutor and the Managing
Direcror. Disbumements can also be made from the Frame-
work Account 1o the General Besources Account 1o reimburse
the IMF for it costs incurred on behalf of rechnical assisance
activities financed by resounces. from the Framework Accounr.

Subaceount for Jopan Advanced Schalarship P.mﬂrn'm

At the request of Japan, this subsccount was established on
Junc &, 1995 to finance: the cost of vudies and mraining of
mationals of member ammtrios in macroeconomics and
related subjeas an selocred unbversitios and institutions. The
scholarship program focuses primarily on the training of
nationals of Asian member countries, including Japan.

Rwanda —Mocroscanomic Manogement Copacdy Suboccoun
At the request of Bwanda, this subaccoant was established on

December 200, 1'"93 o finance tochnical asgerance oo rehabilinane
anel mrengzhen Bwanda's macmooconom management capadity,

Aurstrolia — IMF Scholarship Progrom for Asia Subocoount

At the request of Austraba, this subscoount was cstablished
an June 5, P96 o finance the cost of studies and tratning of
government and central bank officials in macrocconomic
managemcnt 5o a8 o enable them o contribate o their
cominiries” achicvement of sustainable economic growth and
developmcne. The program focuscs primartly an the training
of nationals of Asian countrics,

Swatzerand Technicol Assisione Subocooun

Ax the requeest of Switzerland, this subscoount was established
ol Aagust 27, 19946 o Gnance the costs of technical ssis-
tance activities of the IMF that conaist of policy sdvice and
lhi.:l.i.l'l.E 1 MdCHsCCOnOnis managemeng.

Franch Technical Assistance Suboccount
At the request of France, this subaccount was eerablished on

Septemiber 20, 1996 to cofinance the costs of training in eco-
nomie felds for matiomals of cortain member cownrries

Denmaork Technical Atiisionce Subsoocount
Mlhtrtqtlﬂlnfikmmi,lhn!ubumni.w catablehed on
Aakgusy 25, 1998 to Grance the costs of techiscal asststance activ-
iies of the TMF thar consist of sdvising on policy and
acbministratoee reforms in the fscal, monetary, and related stats-
cal felkds.

Acsiralio Technioo! Assistonce Suboccount

At the request of Australia, thes subsccount was established on
March 7, 2000 1o finanoc the costs of technical assistance actig-
tics of the IMF thar consise of advising on the destgn of palicy
an abministrative refiorms in the Bscal, monetary and related
statistical fields, as well as to provide training in the formubagion

The Metherionds Technicol Assistance Subaccount

Ar the requess of the Methorlands, this subaccoumt was extab-
lished on July 37, 2000 to finance progects that scck to
enhance the capacity of the members o formulare and imple-
mient policies in the macroeconomic, fiscal, monemny,
fimancial, and related statistical felds, including maining pro-
grams and projects thar serengthen the legal and
admintarative framework in these cone arcas,
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The Linited Kingdom Depariment for inkemational
Devalopement [DFID] Technical Assisionce Subaccowd

Ar the request of the Unised Kingdom, this subaccouns was
established on June 22, 200 o finance projocts that sock to
enhance the capacity of the members to formulate and imple-
ment policies in the macrecoonomic, scal, monetary,
fimancial, and related seatistical fickds, including training pro-
grams and projocts that strengthen the fegal and
axlministrative framework i these cone arca,

Ifcly Technicol Assivionce Suboccount
At thee Fequess of Tealy, this sulaccount waa established on
Movember 16, 2001 fo finance progects that seek to enhance
the capacity of certain memibers o fomulate and fmplement
policics related o fiscal, Enancial, and sarkncel sandards and
eodes, incloding traming programs and projects that strengthen
the logal and admimastrative framcwork 0 thess core arcas.
Pocihe Financkal Techaical Assistancs Cenire Subsccount
At the request of Aostralia and Mew Zcaland, this subaccount
win extablisled on May 22, 2002 o finance activities of the
Pacific Fimancial Technical Assistance Centre that scek to
enhance the capacity of Pacific iskand countmcs and termitoncs
oy Farmalate and implement policies related 1o macmeco-
nomic, fiscal, monetary, financial, and satistical fickds,
including and activitkes that grcngthen the begal and
adminbrative framework i these core areas.
Africo Regional Technicol Assidonce Condprs Suboccount
Ax the request of France, the Federal Republic of Germany,
ll:ll.-l|.-.I the Hﬂ'l'lﬂ'.l:.nd.;., H-u.rn:y, Sllmd-:n.l and the Uniged
Kingdaim, this subucooing was established on Auguse 9, 2002
b finance activities of the Alfrica Regional Technical Assis-
rance Centers that seck to support the Poverty Reduction
Strategy Maper process in sub-Saharan African countrics
thraugh fostering the capacity for sound macroeoomoni:
management, strong fscal instiutions snd financis gystems,
amd timely and accurate colbection and dissemination of eco-
momic data, incloding traming and schvities that strengthen
the legal and adininiscrative framework in these oore ancas,
The resources of this subsccount are contributed by the
alswe geevermiments and other governments o official agen-
cies, including the Rusdan Foderathon, Lusemboumrg, and
China, thar reached an understanding with the IMF sabse-
quent 1o the establishment.

Swaden Technicol Asilitonce Subaccount

At the request of Swoden, this subacooant was established on
Mevember 25, 2002 v finance projects thar seek o enhance the
capacity’ of metymbers to foemulate and implement policies in the
macroecomomic, fiscal, monctary, fnancal, and rekaited sanstical
Admim'shmd&:mﬂ-.ﬁpu‘h

At the requess of Spain, the TMF established an account on
March 20, 2001 o reocive and disburse resources up o 51
bllion contribaed by Spain for Argentina. The resources of
this account are to be used toassase Argenting in the imple-
mentation of the adjustment program supported by the IMF
under the Stand-By Arrangemient for Argenting approved on
March 10, 2000 and angmsented on January 12, 2001,
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Sl..l Fn'ltl‘.".rr,‘lr Fﬂe:.-ll.l
gpf i gl bary g Facility

The Suppkmnury Financing Facility Subsidy Account
administered by the IMF was established in December
198D oy assist bow-income developing coontry members to
meet the costs of using resources made avallable through
the IMF"s Supplementary Financing Facilicy and ander the
policy on exceprional uie. All repurchases due under these
palicies were scheduled for completion by January 31,
19921, and the final sabsidy payments were approsad in
Jaly 19921, However, oo members { Liberia and Sudan),
overdue in the payment nfthl.r_gr_-.'. remEin :Hgih-h: o
receive previously approved subsidy payments of SDR 2.2
mibllion when their overdue charges are sertled. Accond-
inghy. the Account remains in operation and has retained
amounts for payment to these members after the overdue

charges are paid.

The Fbrsi'-CanHrﬁ E Assistance

: MEGEncy
The Post-Conflier Emergency Assistance Sobsldy Acoount
for PRGEF:-Elgible Members was established in May 2001 o
administer contributed resources for the purpose of provid-
ing assistance to MRGE-cligiblc members in support of their
adjusament efifons, Contribations o the account will be
ased o provide grants io PRGE-cligible members that have
made pust-conflict emergency assistance parchases under
the IMF Genaeral Resourees Account, effcetively sabsadizing
the basic rate of charge on these purchases to 0.5 percent
per annum. The subsidy to cach eligible member would be
procated if resourees are insufficient to reduce the basic rate

of charge to 0.5 percent.

Trust Fund

In addition mo the aforementioned accounts, the IMF i also
the trusiee of the Trost Fund, which iz in liquidation. The
Trust Fund was cstablahed in 1976 10 provide balance of
payTREHE assiance on concessional terms 1o cligible mem-
bers thar qualify for assistance.

In 1980, the IMF, as trustee, decided that, upon the
complenion of the final loan disbursements, the Trust Fund
would be terminated as of April 30, 1981, and after that
date, the activities of the Trust Fund have been confined o
the conclusion of bs affairs. As of April 30, 2003 and 2002,
the Trust Fund had no sssers other than loans receivable of
SDR B8.6 million. Resources exist in the Trust Fund 1o the
full amount of the loans and are available to absorb any
I should this occar, All intercst is deformed. Cash
receipin om thess loans are to be transferred to the Special
Disbursement Accout.

Chverchie boans, interest andd charges at Apeil 30, 2003
were as follows:

Imiereit
wnd Spocisl Longest Chrerdhie
Nlemnber Laoans Charges Tetal ﬂhH!lH-l-ln
T gl of SLHEr
Liberis e 73 anl Jume 19HE
Sormuilag a5 14 e liaky 1987
Sudan 9.2 193 TE5 lunc [9¥85
Tatal BE.& Pk 1165
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2. Summary of Significant Accounting Policies

Bosis of Pressniabion

The financial seatements of the Other Administered Accounis
are prepared in accordance with Intermational Accounting
Standards {IAS), Speafic accounting principles and disclosure
practices are explained further below.

The preparation of Anancial statements i conformity with
LAS requires management to make estbmates and sssumptions
thae affect the repomed emownts of swets and labilines and
disclosure of contingent assets and lisbilities ar the date of the
financial statements and the reported amounts of revenmee and
cxpenscs dunng the reporting peniod. Actual resalts could
differ from those cstimares, The financial satements do ot
inchide a cash flow statement becaise the statement of
income and changes in resonrces inclisdes the Chther Adminis-
fered Accounts” main cash fows.

Uit af Account

Administered Account Japan, Administered Account for
Seloched Fund Activilies —Japon, and Fromework
Administared Account for Technical Assiskance Achiviies,

and Adminivered Account—Soain

These accounts are expressad in ULS, dallars. All ransac-
chons and operations of these sccounts, including the
eranafers to and from the accounts, are denominated in
U5, dodlars, except for transactions and operations in
respect of the OAP, which are denominated in Japancse
yon, or mmansactions in other currencics as agreed betweoon
Tapan and the IMF. Contributions denominated in other
currencles are convered into TS, dallars upon receipr of
thie funds.

The Pasl-Canflict Emergency Assisiance Subsidy Account,
Tt Fund, and Supplemantary Financing Facilite

Subsidy Aceount

Theie sccounts are expressed in terms of SDBs. The
value of the SDR i determined by the [MF cach day

by summing the values in U5, dollars, based on marker
cxchange rates, of the currenciss in the basker, The IMF
reviews the SDR valuation basker every five vears,

The latest review was completed in October 2000 and
the composition of the SDE valuation basker became
effective from Janoary 1, 2001 . The currcncics in the
baskee as of April 30, 2003 and 2002 and their amouwnes
were as follows:

Crirrency Aumoant
Eura 0424
fapameae yon 1.0
Pound serding AR+
LIS, daltar 0577

As of Apnl 30, 2003, one SR was egual po 1L 38301 ULS.
dollars {one SDR was equal to 1 26771 115, dollars as of
April 30, 2002},

Tramsactions and apcrations of the accounts are
denominated in SDHe. Contributions denaminated in
other currencics are converted inpo SDRs upon receipt of
the funds,

FINANMCIAL STATEMEMNTS

‘The acoounm are maintained on the scoraal basis; sooord-
ingly, income b recognized as it is carmed and expenses are
recorded as they are incurred.

Cash and Cash Eqguvalenk

Cash and cash equivalents include short-term deposits with a
maturity of less than nincty days. These depaosits are denom-
nated i SDRs or other aierrencies and are carmied o cost nok
:tmdil‘lﬁ market valise. Interest on thewe instroments varies
and iz based on prevailing marker rates,

Canfnbulions

Bilateral contribations are reflected as increases in resources
affter the achicvement of specified conditions and are subiject
e bilaperal agrecments stipulating how the resources are 1o
b s,

Poyments io ond on Behalf of Baneficiarios
Paymcnts to and on behall of bencholarics arc recognizod
when the specifiod conaditions in the respective agreements
are achseved,

Trewrifers

Incernal ransfers of resources within the IMF are acoounned
for under the aconial method of acconnting,

Foreign Cwrrency Translohon

Foreign currency transactions are reeonded at the rate off
cxchange on the date of the transaction. At the balanec shect
date, monctany asscis and Babilithes denominated in forcign
currencics ane reported nsing the closing exchange rates,
Exchange diflercnces arising from the settlement of transac-
i at raies dafferent lrom those at the date of the ransaction
and onrealized forcign cxchange differences on onscttled foc-
Eign currency mussctary assets and Habilities are included in
the detcrmination of nct incomc.

ckminduativa
The expenses of conducting the activides of the Other
Acminiered Acoounts and the Truss Fund are incurred and
bome by the General Depantment of the IMF. To help defray
the expenses ingurred by the IMF in the adminisranon of the
Adminiseered Acoount fior Selecred Fund Activities—Japan
and the Framewosrk Administered Accoumnt for Technical
Assistance Activitics, reimbairsement oguald 1o |3 percent of
the capeises financed from the accounts & pakd 1o the IME
from these accounts. The Administered Account—Spain pays
the IMF an annual foc of 340,000 for sdminbstranve cosis
incurred. As ar Aprl 20, 2003 the admindstrative costs for the
Admingstered Acoount for Sclected Fund Activities— fapan
amounted o 52,1 milion (52,1 millbon ag Apel 30, 20602,
and for the Framework Administered Account for Technieal
Assiance Actrvities 1.0 millioa (50,5 millson ar Apeil 30,
2001). These amounts are included in payments 1o and on
behalf of beneficianics on the incomse statements and changes

11 TEROLErCes,

Comparafives
When necessany, comparative figures have been reclassified 1o
conform with changes in the presentation of the cument vear.
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APPENDIX X

3 Cumulative Contribufions and Disbursemeants

The cumulagive conmmibuions o and dsbasements from
these adminsstered accounts are s follows:

Aprd M0, 33

r— Fo— e —)

ik i i

The Pt o Facprnre
Amnam i’ e

XL

i

e
BT

L]

15

w5

T
¥ ]
b

i

1.4

L)
LR

Fu el af 101 delan

TN L]

(L
[0
1z ok

L] B

IEE

T TR

1& 15

[ §1 Ll
L] wr

FL Ly
ail s

L

FELTY

o wslivrnr o A0

14 L4

5]

pLL]

5 |

¥

L]

Lia

L

TN ot A

T ] o Ol PR

210

ANNUAL REPFMORT 2003

4. Transher of Resources

Hesources of the Supplementary Fisanang Faality Sabsidy
Acconms i cxocss of the remaiming subsicy paymecos are to be
tramsforred fo the Spocal Desburmcment Acomint. At Apnl 30,
2003 and 2002, subsidy payments totabing SDE 2.2 malion
had not been made o Liberia and Sudan and were being held
pending the payment of overdue charges by these membens.
&, Accounts Termmation

Adminisfered Account Jepon

Thie acoount can be terminated by the IMF or by Japan. Any

TEMERIng resnerces in the acoount at terminamon are (o be
refumed to Japan,

Adminisherad Accoun! for Selacked Fund Actvities — Jopan
The acéount can be termimated by the IMF or by Japan. Any
rescinocs that may remain in the account at termination, net
af acerued lkabilivies under rechnical sssistance progects ar in
respect of the OAD, are o be retumed o Japan.

Fromework Administered Account for Techaicol Assisionce
ettt

The Framework Accouit or any subaceount thereol may be
rermimated by the IMF at any time, The termination of the
Framework Account shall terminate cach subaccount thereof.
A subacoount may also be terminated by the contributor of
the resources 1o the subaccount. Termination shall be effec-
tive on the date that the IMF or the contnbutor, as the case
may be, receives notice of termination, Any balinces, pet of
the continuing liabélities and commitments under the acrivi-
thes financed, thar may remain in a subsccount upon i
rermination are (o be returned o the contributor.

Adminislersd Account= Spain
The account will be termanated when Argenting repays all the
resources that were dustnbuted, or at an earier time a3 agreed

berween Spain and the IMF. Any remaining resources in the
account at termination arc to be retumed o Spain.

The Pest-Confiict Emengency Assisfonce Sibsidy Account
The sccount can be terminsted by the IMF at any time. Any

remaining balances after duschange of all obligations of the
account upon the acoouim's termination ane 1o be retumed o
the contributon in propomion 1o their contribations,
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APEC
AsDB
ASEAM
RCEACD
BIS
CALC
CAEMC

CAP
CARTAC

CCL
CET
CFF
CIS
CI5-7

CMCG

DSRA
EBRID

ECH
ECCH
ECOSOM
ECOWAS
ECU

EFP

EMS
EML
ERM

EU
FATF

FDl
F5AP
FSE

g

Frequently Used Abbreviations

Alrican Development Bank

Africa Regional Technical Assistance Center

Arab Mooctary Fund

Ann-moancy laundenng/combating the
finanicing of tormiriam

Asia-Pacific Economic Cooperation

Asian Development Bank

Association of South East Asian Nations

Central Bank of Wit African States

Bank for International Settlements

Callective action clause

Central African Economic and Monetary
Commitee

Common Agnculural Policy (of the ELT)

Cariblean Regional Technical Assistance
Center

Contingent Ceexlic Line

Common external candf (of the WAEMLY)

Compensatory Financing Facilicy

Commonwealth of Independent States

Armenia, Azerbaifan, Georgia, Kyrgyz
Republic, Moldova, Tajikisean, and
Lizbekiszan

Capiral Markess Consultative Group

Central African Banking Commisson

Dara Swandards Bulketin Board

European Bank for Reconstroction and
Development

European Central Bank

Esstern Caribbean Central Bank

U Economéc and Social Council

Boomomic Community of Wesz African Stares

Eurcpean curmency wnit

Extended Fund Faciliy

Ewropean Monctary Syszem

Evropean Economie and Monetary Unbon

Exchange rate mechanism {of the EMS)

Enhanced Structural Adjasernent Facility

European Unsan

Finaneial Action Task Foree

Forward commitmcnt capacity

Foreign direct investment

Financial Sector Assessment Program

Financial Stability Forum

FATE-style regional body

Financial System Stability Assessment

Financial year

General Armangements to Bormow

GDDS General Dara Dissemdnation System

Gop Giroea. dhamestic product

(FSR Glebal Financial Stalility Reporr (o8 1the IMF)

GNP Giross national produce

GRA General Resounoes Acoount

HIMC Heavily Indebted Poor Coustitrics

HIV/AIDS Human immunodeficiency virs facquined
immarnedeficiency wndrome

DA Internatiomnal Development Assoctathon

18 Inter-Amerbcan Development Rank

IEC Independcnt Evaluation Oifice (of the IMF)

1FC International Finance Corpration

{FS Imternarional Finanedad Seaniericr (of the [MF)

TG Iarernadonal Labor Organdzatbon

IMPC International Monetary and Financial
Crwmpittee

I-IRSP Interim Poverry Reduction Strategy Paper

Lo Letter of Intent

MDG Millennium Developenent Gl

NAR New Arrangements oo Bosmow

NEPAD MNew Partnerhdp foe Africa’s Development

NI MNet prosent valus

OECT Ohrgankeation for Econambe Cooperatson and
Development

OPEC Organization of Petrodeum Exporting,
Cinuntries

PFTAC Pacific Financal Technical Assistance Center

FiM Public Information Notice

PRGF Poverty Reduction and Growh Faciliny

FES Poverty Reduction Strategy I"lpr.'r

PSIA Poveny and social i.|11pl|:|: analys

ROSC Bepurt an the bscrvance of Standards and
Codes

aAF Structural Adjustment Facility

SARS Severe acufe respiratony symdrome

A1 Special Contingent Account

SDD% Special Data Dissemination Standand

SDR Special drawing right

SDHEM 5|:|l.':rﬂ'gn debt restructunng mechanism

LR Stability and Growth Pact (of the ELU}

SNl Staff-monmored program

S&P Standard and Poor's

SRE Eupnp]:m:nnl Beserve Facaliny

5TF Systemic Transformation Facility

N Uniited Mations

UNDP United Nattons Development Program

VAT Walue-added ax

WAEML West African Economic and Monetary Union

Wi Warld Trade Chrganization
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