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I. EXECUTIVE SUMMARY

Progressin implementation. Since September 2003, six countries (Guyana, Nicaragua,
Niger, Ethiopia, Senegd, and Ghana) have reached their completion points. As aresult,
fourteen countries, more than hdf of the 27 that have reached the decision point, have now
qudlified to receive irrevocably al debt relief committed under the enhanced HIPC Initiative.

Maintaining macroeconomic stability remains a chdlenge for the 13 countriesthat arein the
interim period. Roughly haf of these countries have experienced difficultiesin policy
implementation, particularly in the areas of public resource management and structura
reform. Only three countries have yet to complete their full PRSPs.

Impact of HIPC relief. HIPC relief committed to the 27 countries that have reached their
decison or completion points, together with other debt rdlief initiatives, represents a two-
thirds reduction of the overall debt stock of these countries. Debt service-to-exports ratios
have a so been substantialy reduced to an average of 10 percent. Savings from lower debt-
service payments have contributed to a substantial increase in poverty-reducing expenditures.

Cost and creditor participation. The cost of providing debt relief under the HIPC Initiative
to 37 HIPCsincluding Liberia, Somdia, and Sudan is estimated at US$54.5 hillion in 2003
NPV terms. Over 20 non-Paris Club officid bilateral and most commercid creditors have not
indicated their intention to participate in the enhanced HIPC Initiative. Mobilizing the
participation of these creditors requires persstent efforts by HIPCs.

Sunset clause. Inlight of Board discussonsin July on agtaff pgper outlining the possible
options, staffs propose that the sunset clause be extended by another two years to end- 2006 to
provide the opportunity for the remaining HIPCs to begin to establish a policy track record

that would alow their consderation for HIPC relief.

Analysisfor topping up. The case for topping up should continue to be considered on a
case-by-case basis based on a strengthened andysis a the completion point, induding on the
impact of discount rate changes and unanticipated new borrowing, where relevant.

Debt situation in post-completion point countries. An update of debt stock and debt-
sarvice indicators in these countries indicates that, notwithstanding HIPCs' high vulneraaility
to shocks, sound economic policies, and close monitoring using the framework of debt
sudtanability andyssfor low-income countries would help prevent the re-emergence of
unsustainable debt.
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